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This report was generated autonomously by an Al 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:
d0i:10.1111/5.1540-6261.2008.01451 ..

1 Target and method

The target is Table I1I of the paper, which reports industry-level time-dummy specifications for sep-
arate young and mature high-tech firms. The replication draws on Compustat annual fundamentals
(comp.funda) and Compustat monthly security prices (comp.secm), covers 1990-2004, and applies
the paper’s industry and firm screens together with simultaneous 1% tail trimming. Estimation is
one-step first-difference GMM. Levels dated t — 3 and ¢ — 4 instrument the endogenous economic
regressors, and separate three-digit-SIC-by-year controls enter as ordinary instruments.



2 In-sample results

Table 1: Table III, industry-level time controls

Young firms Mature firms

Replication Paper Replication Paper
Variable Coef. SE  Coef. SE  Coef. SE  Coef. SE
rds_1 0.595 0.197 0.392 0.130 0.728 0.268 0.626 0.172
rd?_, -0.467 0.197 -0.144 0.074 -0.923 0.361 -0.830 0.226
St -0.018 0.025 -0.006 0.019 0.000 0.018 0.048 0.015
St—1 -0.027 0.018 -0.023 0.009 -0.034 0.017 -0.031 0.010
cft 0.168 0.063 0.150 0.043 0.101 0.041 -0.005 0.031
cfi-1 0.037 0.041 0.012 0.017 0.059 0.046 0.040 0.018
stky 0.073 0.023 0.148 0.017 0.107 0.042 0.034 0.030
sthi—1 -0.028 0.018 -0.017 0.004 0.050 0.040 -0.010 0.011
Sample rows 9,188 8,831 3,050 3,393
me p-value 0.550 0.432 0.076 0.880
Sargan p-value 0.000 1.000 0.000 1.000

Young-firm cash flow and stock issuance both enter positively and significantly, as they do in the
paper. The paper’s mature-firm null does not replicate, so the overall result is partial. The two
subsamples together contain 12,238 rows against the paper’s 12,224, but the split between young
and mature firms differs.

3 Out-of-sample test

The same specification estimated over 2005-2019 yields weaker evidence. Young-firm cash flow is
0.053 with a standard error of 0.043, and young-firm stock issuance is 0.105 with a standard error of
0.024. Mature-firm cash flow is 0.202 with a standard error of 0.076, and mature-firm stock issuance
is 0.092 with a standard error of 0.068. Only the young-firm stock effect keeps both its sign and its
significance. The serial-correlation and Sargan diagnostics over this period warrant caution.

4 Conclusion

The replication implements the paper’s method on Compustat data of adequate coverage. It sup-
ports a financing effect for young firms but not the paper’s sharp young-versus-mature contrast,
and the evidence weakens out of sample.



