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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:10.1111/0022-1082.00349.

1 Summary

This replication targets Table II of Gervais, Kaniel, and Mingelgrin (2001), which reports the av-
erage returns of the zero-investment and reference-return portfolio formation strategies for the
daily CRSP sample over 1963–1996. The paper claims that a stock whose formation-day share
volume falls in the top (bottom) 10 percent of the 50 daily volumes of its trading interval subse-
quently earns positive (negative) abnormal returns, so that the net return of the combined position
is significantly positive.

The replication reproduces the paper’s design and its sample. All 30 net-return cells are pos-
itive, as in the paper, and sign-and-significance categories agree in 29 of 30 cells. The single dis-
agreement is the large-firm 100-day reference-return cell, insignificant in the paper (t = 1.45) and
significant here (t = 2.08). Magnitudes generally fall within 15 percent of the published values at
the horizons that carry the claim, which makes this a qualitative replication.

2 Data and design

Everything comes from CRSP. The daily stock file (crsp.dsf) supplies returns, share volume, price,
and shares outstanding, the monthly stock file (crsp.msf) supplies December market capitalisa-
tions, the name history (crsp.msenames) supplies the NYSE common-stock screen, and the delist-
ing file (crsp.msedelist) and the daily index (crsp.dsi) supply corporate events and the trading
calendar. The only input of the paper we cannot supply is its seasoned-equity-offering screen,
which has no CRSP source.

The design follows Section I.B of the paper. Trading intervals are non-overlapping blocks of 50
trading days with one day skipped in between, the first 49 days serve as the reference period and
the last day as the formation period, the second half of 1968 is discarded, and per-interval filters
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remove stocks with missing data, with a price below $5 in the reference period, with less than one
year of NYSE trading history, or with corporate events in the year before formation. Two design
choices the paper leaves open are settled against its own Table I, which reports counts and dates
rather than results.

• Interval grid. Laying the 51-day grid continuously over the trading calendar gives 164 inter-
vals, of which exactly three touch the second half of 1968. Dropping those three leaves 161
intervals with first formation date 10/24/1963 and last formation date 11/01/1996, the three
numbers the paper reports. Splicing the excluded days out of the calendar instead gives 162
intervals ending 11/06/1996 and mis-dates every post-1968 interval.

• Size-decile breakpoints. With NYSE-only breakpoints at most 20 percent of NYSE stocks
can lie in deciles nine and ten (228 stocks at end-1962, 342 at end-1995), whereas Table I re-
ports 341 and 525 large-firm stocks after filters. Cutting the deciles over CRSP NYSE and
AMEX securities reproduces the paper’s group counts, average and median prices and vol-
umes, and its Panel D high-volume frequencies. Adding NASDAQ overshoots in the other
direction.

3 Sample fidelity

Paper Replication

Trading intervals 161 161
First formation date 10/24/1963 10/24/1963
Last formation date 11/01/1996 11/01/1996
Stocks in first interval (small/medium/large) 171/421/341 234/463/367
Stocks in last interval 304/571/525 306/591/565
Average high-volume stocks per interval 26.0/54.4/49.1 26.3/55.7/50.3
Average low-volume stocks per interval 24.0/53.4/50.1 31.3/60.4/50.6

Table 1: Replication sample against Table I of the paper. The excess of low-volume stocks reflects
the treatment of tied daily volumes. The excess of small stocks in the early sample reflects the
omitted SEO screen.

4 Results

4.1 In sample

The cross-size average 20-day zero-investment net return is 0.90 percent, against 0.90 percent in
the paper.

4.2 Out of sample, 1997–2024

Applying the same design to 138 post-paper intervals (167,033 stock-intervals) leaves all 30 net-
return cells positive, 20 of them significant at the 5 percent level. The premium survives, but
its composition shifts. Small firms now carry the strongest and most persistent effect (zero-
investment net returns of 1.58 percent at 20 days and 2.46 percent at 100 days), medium firms
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Net return (%) 1 day 10 days 20 days 50 days 100 days

Zero investment
Small — paper 0.41 0.90 0.96 1.03 1.17
Small — replication 0.39 0.95 1.03 1.15 0.99
Medium — paper 0.27 0.88 1.20 1.28 1.45
Medium — replication 0.28 0.74 1.04 1.06 1.31
Large — paper 0.14 0.53 0.55 0.47 0.15
Large — replication 0.12 0.53 0.63 0.45 0.33

Reference returns
Small — paper 0.17 0.44 0.50 0.42 0.33
Small — replication 0.18 0.51 0.52 0.48 0.41
Medium — paper 0.11 0.36 0.50 0.49 0.53
Medium — replication 0.12 0.30 0.44 0.42 0.49
Large — paper 0.08 0.23 0.29 0.23 0.18
Large — replication 0.07 0.25 0.32 0.25 0.26

Table 2: Table II net returns. Paper rows are values printed in Table II of Gervais, Kaniel, and
Mingelgrin (2001); replication rows are estimated here. The full table with the high- and low-
volume legs and all t-statistics is in results/final-table.txt.

weaken to insignificance in the zero-investment construction (0.54 percent, t = 1.83 at 20 days),
and large firms remain significant from 20 days onward.

5 Limitations

The seasoned-equity-offering screen of the paper cannot be reproduced from CRSP, which leaves
a few percent more stocks per interval than the paper has. The paper’s rule for tied daily volumes
is not stated. Our reading classifies more thinly traded stocks as low volume than its Table I Panel
D implies, which is the most likely source of the residual gap on the low-volume leg and at long
horizons.
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