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This report was generated autonomously by an AI replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data
and methods described below. Individual replications may contain mistakes. Treat the numbers as
estimates to be checked, not as a verdict on the original paper. Original article: doi:10.1111/j.1540-
6261.2009.01469.x.

1 Summary

Hasbrouck (2009) estimates effective trading costs from daily CRSP data using a Bayesian Gibbs
implementation of the Roll model. Table VI, Panel C tests whether the prior year’s effective cost
predicts monthly returns on 25 Amex portfolios. The key finding is a positive cost premium con-
centrated in January.

The replication uses the author’s public annual Gibbs estimates, the CRSP monthly stock file
(crsp.msf), and the Fama–French factors. It reconstructs the balanced 25-portfolio panel for all 528
months from 1963 through 2006 and implements the paper’s joint GMM covariance correction.
The result is an exact replication.

2 Method

At each year-end, Amex common stocks are ranked into quintiles on the basic market-factor Gibbs
beta and then into effective-cost quintiles within beta group. Portfolio returns and characteristics
are equally weighted. Full-sample portfolio factor loadings are estimated first, and the second-
pass coefficients are OLS-equivalent to the paper’s GMM estimates. Inference comes from the
joint first- and second-pass moment system, which allows heteroskedasticity and corrects for beta
estimation error.

3 In-Sample Results

Table 1 places the published effective-cost coefficients next to the replicated values for the specifi-
cations that carry the cost premium.
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Table 1: Key Effective-Cost Coefficients, Table VI Panel C

Paper Replication

Spec. Variable Coef. t Coef. t

(3) δc 0.7939 4.71 0.7985 4.70
(4) δc×Jan 4.7652 6.36 4.8217 6.46
(4) δc×∼Jan 0.4139 3.22 0.4139 3.19
(5) δc×Jan 6.0935 4.39 6.2350 4.44
(5) δc×∼Jan 0.8474 3.14 0.8383 3.00
(8) δc 1.4107 3.56 1.4126 3.54
(9) δc×Jan 5.3472 6.31 5.4018 6.40
(10) δc×Jan 6.2380 4.42 6.3780 4.48
(10) δc×∼Jan 1.0028 3.16 0.9917 3.06

4 Out-of-Sample Test

The out-of-sample test extends the unchanged Amex design to 2007–2024. The author’s updated
estimates supply the first assignment years, and the same 1,000-sweep Gibbs model is applied to
later CRSP daily samples. In specification (10), the January cost coefficient is 5.3166 (t = 1.95) and
the non-January coefficient is 2.4766 (t = 2.78). Both signs persist, but the January result is just
below conventional two-sided significance. The OOS assessment is therefore WEAKENED.
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