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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.2004.04.003.

1 Summary

1.1 The Paper

The paper asks whether joining the S&P 500 changes a stock’s return comovement even though
membership leaves the firm’s fundamental cash flows alone. It studies additions and clean dele-
tions from 1976 through 2000. For each event it estimates stock return regressions on S&P 500 and
non S&P 500 market returns, separately over a window before and a window after the event. S&P
500 beta rises and non S&P 500 beta falls after inclusion, and the opposite pattern holds for dele-
tions. The authors read these changes as evidence for category, habitat, or information diffusion
mechanisms rather than fundamentals alone.

1.2 Replication Findings

All four daily addition targets replicate. The replication puts the univariate beta change at 0.148,
the R2 change at 0.047, the bivariate S&P 500 beta change at 0.321, and the non S&P 500 beta
change at −0.313, against 0.151, 0.049, 0.326, and −0.319 in the paper. Every estimate keeps the
paper’s one sided significance. The event count is 460 rather than 455 because the current CRSP
vintage supplies usable return windows for five further events in the authors’ file. Extending the
test to 2001 through 2024 confirms the daily and weekly bivariate signs at smaller magnitudes.
Monthly additions after 2000 are inconclusive.

2 Data

The paper draws on an author collected list of S&P 500 membership changes, CRSP returns for the
event stocks, the CRSP Index on the S&P 500 Universe, and the CRSP all stock index. The replica-
tion uses the authors’ own spreadsheet, which lists 590 additions and 565 deletions and supplies
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PERMNO, announcement dates, effective dates, and confounding event codes built from NEXIS
and Wall Street Journal searches. Those codes drive the paper’s screens, which drop merger,
takeover, spin off, restructuring, LBO, unverified, and bankruptcy events as appropriate. The
CRSP daily and monthly stock files supply returns, prices, and shares outstanding. The CRSP
S&P 500 and all stock index files supply value weighted returns and total capitalization. PERMNO
links the event frame to the return files. The final daily and weekly addition sample contains 460
events, and the monthly sample contains 326 additions and 45 deletions. The out of sample frame
instead reads membership changes and delisting reasons from CRSP, because NEXIS classifica-
tions matching the authors’ are unavailable after 2000.

3 Methodology

For stock j, the univariate model is

Rj,t = αj + β jRSP,t + vj,t.

The bivariate model adds the non S&P 500 market return,

Rj,t = αj + β j,SPRSP,t + β j,NSPRNSP,t + vj,t.

The non S&P 500 return follows the paper’s capitalization identity, which combines the S&P 500
and total CRSP returns using lagged capitalizations. The event stock is stripped out of whichever
index it belongs to, again with immediately lagged market capitalization. Daily and weekly re-
gressions use months [−12,−1] relative to announcement and [+1,+12] relative to implementa-
tion. Monthly regressions use 36 months on each side. October 1987 and the gap between an-
nouncement and implementation drop out of every window. Each reported coefficient is the cross
event mean of the post minus pre estimate.

Standard errors follow the Appendix A.2 simulations, which adjust for overlapping event win-
dows. The simulation retains the actual event spacing and calibrates a common event stock resid-
ual factor to the first order autocorrelation of event ordered beta changes. It then inflates the
independent event standard error by the simulated ratio with versus without that factor. Tests are
one sided in the predicted direction.

Key differences from the paper. The in sample target uses the authors’ exact event frame and
classifications. Current CRSP return coverage nonetheless adds five daily and two monthly addi-
tions relative to the vintage available to the authors. Late spreadsheet rows carry no announce-
ment date, so their effective dates stand in. The out of sample extension substitutes CRSP effective
dates and delisting reasons for post 2000 announcement dates and NEXIS classifications.
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4 Results

4.1 Table 1 target

Table 1: Daily comovement changes for additions, 1976 through 2000

Paper Replication
Statistic Estimate t Estimate t

Univariate ∆β 0.151 7.19 0.148 5.92
∆R2 0.049 9.80 0.047 7.83
Bivariate ∆βSP 0.326 12.07 0.321 10.03
Bivariate ∆βNSP −0.319 −9.67 −0.313 −7.83

Events 455 460

Paper and replication parentheses contain standard errors. The displayed t statistics divide estimates by those
standard errors. Replication standard errors use Appendix A.2 simulations. No fixed effects or clusters apply because

the table averages event level changes.

All four target estimates match the paper in sign, magnitude, and significance. The S&P 500 and
non S&P 500 bivariate changes remain close to equal and opposite. The five event difference in
sample size is small and comes from modern CRSP return availability rather than from a different
event screen.

4.2 Out of sample

Table 2: OOS additions, 2001 through 2024

Frequency ∆βSP ∆βNSP Events

Daily 0.228*** −0.145*** 447
Weekly 0.125** −0.094* 447
Monthly 0.075 0.027 364

One sided significance uses Appendix A.2 simulation adjusted standard errors. No fixed effects or clusters apply.

Daily and weekly estimates preserve the paper’s predicted signs and significance, and their smaller
magnitudes show attenuation after 2000. Monthly additions do not confirm the bivariate predic-
tion, because the non S&P 500 estimate changes sign and neither coefficient is significant.
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