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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:10.1016/j.jfineco.2006.01.006.

Summary

The replication is QUALITATIVE. The target is the five-year long-sample slope in Table 5 Panel
A. The paper reports 8.44 (t = 3.65, R2 = 0.22) and the replication obtains 7.0036 (t = 2.69,
R2 = 0.166, N = 61). The positive and statistically significant long-horizon result therefore holds,
at a magnitude about 17 percent below the paper estimate.

Data

The nonhousing expenditure share uses BEA NIPA nondurables plus services less clothing and
footwear less housing services, divided by that amount plus housing services. The NIPA series come
from the current vintage rather than the vintage the paper used. Stock returns use January Shiller
prices and trailing dividends. The Shiller annual source builds its short rate from January and July
4–6 month prime commercial-paper quotes. The closest complete series available here is 3-month
commercial paper, used with the same timing and reported as a narrow maturity proxy.

Methodology

At horizon h the dependent variable is the sum of log excess stock returns from t+1 through t+h.
OLS includes a constant and uses Newey–West standard errors with h − 1 lags. Forecast origins
end at sample-end minus h, so every realized return lies inside 1936–2001 or 1947–2001.
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Table 5 Panel A

Sample h Repl. slope Repl. t Repl. R2 Paper slope Paper t N

Long 1 1.0935 1.16 .018 1.36 1.47 65
2 2.5940 1.58 .054 3.30 2.03 64
3 3.9440 1.91 .095 5.01 2.40 63
4 5.2507 2.29 .125 6.58 2.84 62
5 7.0036 2.69 .166 8.44 3.65 61

Post-war 1 1.7985 2.04 .037 1.42 1.68 54
2 4.2286 2.87 .101 3.68 2.24 53
3 6.6633 4.16 .195 6.25 3.21 52
4 8.2908 3.94 .224 8.63 3.95 51
5 9.9818 3.66 .230 10.73 4.92 50

Paper values are transcribed from the published article, which reports the complete Panel A. The
slope rises with the horizon in both samples. The accompanying text output also reports all historical
Panel B coefficients and the Table 4 construction checks.

Validation checks

The Table 1 moments line up closely. The long-sample expenditure-share mean is 82.78 percent
against 82.60 in the paper, and its standard deviation is 1.59 against 1.54. The real risk-free mean
is 0.72 percent against 0.75. Table 4’s one-year dividend-yield slope is 0.1116 (t = 2.50) against
0.11 (t = 2.51).

Out-of-sample extension

The unchanged five-year regression uses forecast origins 2002–2020 and outcomes through 2025. Its
slope is 1.4059 (t = 0.11, standard error 13.3763, N = 19). The sign stays positive but the estimate
is extremely imprecise, so the out-of-sample result is WEAKENED rather than confirmed.

Limitations

The commercial-paper maturity is a narrow proxy rather than an exact match, and the NIPA
vintage postdates the paper. Neither difference alters the target’s sign or significance category, and
the close Table 1 and Table 4 checks bound their practical impact.
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