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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.2011.12.001.

1 Summary

1.1 The Paper

Stambaugh, Yu, and Yuan ask whether market-wide investor sentiment predicts the profitabil-
ity of eleven stock return anomalies. They regress value-weighted anomaly portfolio returns on
lagged Baker-Wurgler sentiment while controlling for the Fama-French market, size, and value
factors. Their central result attributes stronger anomaly profits after high sentiment to unusually
low subsequent returns on the short legs, while long-leg returns show little relation to sentiment.

1.2 Replication Findings

The reconstructed combination of eleven anomalies preserves all three headline signs. The long-
leg coefficient is −0.027 with t = −0.78, the short-leg coefficient is −0.162 with t = −2.50, and
the long-short coefficient is 0.134 with t = 1.72, against published values of 0.00, −0.32, and
0.32. Short-leg significance survives, but long-short significance weakens. Extending the regres-
sion from February 2008 through December 2023 again preserves the signs without reaching five
percent significance. The evidence therefore provides a partial replication and a weakened out-of-
sample confirmation.

2 Data

Portfolio construction draws on the CRSP monthly stock file (crsp.msf) for returns, prices,
and shares outstanding, the CRSP names file (crsp.msenames) for listing history, and the
CRSP delisting file (crsp.msedelist) for the delisting return adjustment. Compustat annual
fundamentals (comp.funda) supply the accounting inputs, and the historical CRSP/Compustat
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link (crsp.ccmxpf lnkhist) joins firm records through PERMNO and GVKEY. The Fama-French
monthly factor file supplies the market, size, and value factors together with the risk-free rate,
and the Baker-Wurgler index supplies macro-orthogonalized sentiment. The universe contains
CRSP common shares with share codes 10 or 11 on NYSE, AMEX, or Nasdaq.

Three signals come from the Open Source Asset Pricing firm-month files rather than from
fundamentals built here, namely Campbell-Hilscher-Szilagyi failure probability, composite eq-
uity issuance, and quarterly ROA. The analysis file contains 5,334 anomaly months across eleven
strategies. Full period anomalies contain 510 months, O-score and ROA contain 433, and failure
probability contains 388. The public failure signal starts ten months after the paper’s December
1974 start. Aggregate portfolio files do not retain a unique stock count.

3 Methodology

For anomaly i, leg j, and month t, the target regression is

Re
i,j,t = a + bSt−1 + c MKTt + d SMBt + e HMLt + ut.

The dependent variable is the long or short portfolio return less RF, or the self-financing long-short
return. The sentiment index is macro-orthogonalized, standardized within the predictor window,
and lagged one month. Standard errors use White HC0 covariance.

Portfolio formation follows the conventions of the source anomaly papers. Accounting port-
folios use NYSE breakpoint deciles and lagged market equity weights. Momentum averages six
overlapping cohorts formed on returns from month t − 7 through t − 2. The three published firm-
month signals are sorted monthly and held for one month.

Data vintage and limited construction detail account for the key differences from the paper.
The failure signal cannot form deciles for the first ten paper months. The paper does not state
the exact formation frequency for failure probability, composite equity issuance, and ROA, so
the replication uses monthly formation and a one month hold. Modern CRSP and Compustat
coverage also expands the historical firm universe.

4 Results

4.1 Table 5 combination strategy

Table 1: Sentiment coefficients for the anomaly combination

Leg Paper b Paper t Replication b Replication t

Long 0.00 0.15 -0.027 -0.78
Short -0.32 -3.01 -0.162 -2.50
Long minus short 0.32 2.98 0.134 1.72

White HC0 standard errors. No fixed effects. N = 510 months. Returns and coefficients are percent per month. Stock
count is not retained in the aggregate portfolio file.

The long leg remains statistically indistinguishable from zero. The short leg retains the predicted
negative relation and five percent significance. The long-short spread remains positive but its t
statistic falls from 2.98 to 1.72. Modern data coverage and inferred portfolio formation conventions
change the constituent anomaly returns and attenuate the combined inference.
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4.2 Out of sample

Table 2: Out of sample combination results

Leg OOS b OOS t

Long 0.074 0.86
Short -0.185 -1.30
Long minus short 0.259 1.78

White HC0 standard errors. No fixed effects. N = 191 months from 2008:02 through 2023:12. Stock count is not
retained in the aggregate portfolio file.

The out of sample signs match all three hypotheses. Neither the short leg nor the long-short spread
reaches five percent significance, so the extension is weakened rather than confirmed.
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