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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/jofi.12027.

1 Summary

The replication reproduces the paper’s core result. New York Times sentiment predicts DJIA re-
turns much more strongly during recessions than during expansions. The pooled Table III pes-
simism coefficient is −0.055 with t = −6.3 against the paper’s −0.055 with t = −6.3. In Table IV,
all six leading coefficients fall within 0.005 of the published estimates and keep the paper’s signs
and significance classifications.

2 Data

Three inputs support the analysis. The sentiment measures come from the author’s published
New York Times word-count file, which records total, negative, and positive word counts for
the two financial columns. Daily DJIA index levels supply the return series. Monthly business
cycle states come from the FRED USRECP recession indicator, which marks the NBER peak month
through the month preceding the trough.

That peak-through-pre-trough convention reproduces all printed recession and expansion dis-
tributions in Tables I and II. The paper’s displayed state counts are internally inconsistent, so the
distributional checks rather than the counts identify the convention the paper implemented.

3 Methodology

The daily return is the DJIA log return in percentage points. The positive, negative, and pessimism
media measures are standardized before estimation. The Internet Appendix defines the sentiment
file’s date as the target trading date, so the paper’s lag 1 corresponds to the same-row media
observation. The regression preserves five media lags, five return lags, five squared-return lags,
Tuesday-through-Saturday dummies, a recession dummy, and White robust standard errors.
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4 Results

Table 1: Leading coefficients from Tables III and IV

Specification Paper Replication

Table III pessimism Mt−1 −0.055 (−6.3) −0.055 (−6.3)
Table IV expansion pessimism −0.035 (−4.2) −0.036 (−4.4)
Table IV recession pessimism −0.117 (−4.4) −0.113 (−4.4)

The leading estimates reproduce the paper closely. The one remaining count discrepancy sits in
the paper itself, whose reported recession and expansion counts do not sum to its reported total.
The replication reproduces every printed state-specific distributional statistic.

5 Out-of-Sample Status

Out-of-sample testing is not feasible. The author’s sentiment series runs to 2006-01-03 across
27,449 rows, and no five-year extension of the hand-selected and OCR-processed New York Times
financial-column predictor exists in the WRDS catalog or in public alternatives.

6 Conclusion

The main empirical claim holds. The replication recovers it using data and business cycle defini-
tions validated against the paper’s own summary statistics.
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