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This report was generated autonomously by an Al 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:10.1111/1540-6261.00493.

1 Summary

1.1 The Paper

Easley, Hvidkjaer, and O’Hara ask whether private information affects expected stock returns.
They estimate an annual probability of information-based trading (PIN) from ISSM and TAQ
trades for NYSE stocks from 1983 through 1998, then add lagged PIN to monthly Fama-MacBeth
regressions that also hold beta, size, and book-to-market. Table VI reports a positive price of in-
formation risk. A 0.10 increase in PIN raises expected return by about 0.21 percentage point per
month.

1.2 Replication Findings

The paper-period replication preserves the headline under Litzenberger-Ramaswamy precision
weighting. PIN equals 1.535 with t = 3.301, compared with 2.086 and ¢t = 4.362 in the paper.
Standard Fama-MacBeth PIN remains positive at 1.123, but its t = 1.523 falls below the paper’s
2.496, so the full significance pattern replicates only partially. The premium also weakens outside
the original window. In a non-overlapping 1999-2010 test, standard Fama—MacBeth PIN turns
negative and insignificant, while the precision-weighted estimate stays positive but insignificant.

2 Data

The replication uses the authors’ released annual PIN file for 1983-2001. CRSP supplies monthly
returns, delisting returns, prices, shares outstanding, and historical exchange and share codes.
The sample keeps NYSE ordinary common stock and links Compustat common equity, item 60,



to PERMNO through primary CRSP/Compustat merged links. Fama-French supplies the one-
month risk-free return. The CRSP NYSE/AMEX value-weighted index (crsp.msic) supplies the
exact market return used for beta estimation.

The 1984-1998 panel contains 211,614 stock-months and 2,345 PERMNOs. Monthly cross-
sections range from 1,039 to 1,350 stocks, close to the paper’s 997 to 1,316. The non-overlapping
1999-2010 panel contains 173,494 stock-months and 2,229 PERMNOs. The released annual PIN file
does not extend far enough to give five post-paper return years after lagging, so the out-of-sample
test instead uses quarterly structural PIN averaged within calendar year.

3 Methodology

The dependent variable is
R; =100 [(1+ RET)(1 + DLRET;) — 1 — RF],

where the available ordinary or delisting return is used alone when the other is missing. For every
month, the replication estimates

Rit = yor + 'YltB\p + Y2PIN; ;1 + v3SIZE; 1 + 74BM ;-1 + 773t

Pre-ranking Dimson betas use 24 to 60 prior monthly returns together with contemporaneous and
lagged NYSE/AMEX market returns. Forty January portfolios then yield equal-weighted portfo-
lio returns and full-period post-ranking betas. Size is log December market equity in thousands.
Book-to-market divides Compustat common equity by December market equity and clips the ra-
tio at the 0.5th and 99.5th percentiles before logging. Standard Fama—MacBeth inference uses the
time series of monthly slopes, while the L-R estimator weights each monthly slope by its inverse
cross-sectional variance.

Key differences from the paper. The paper-period target substitutes neither data nor sample
period. The out-of-sample extension averages quarterly structural PIN within the calendar year
because the authors’ released annual series ends too early to support a five-year post-paper test.

4 Results

4.1 Table VI paper-period replication

Table 1: Paper-period Fama—-MacBeth regressions

Beta PIN SIZE BM
Paper FM coefficient -0.175 1.800 0.161 0.051
Paper FM t -0.481 2.496 2.808 0.480
Replication FM coefficient -0.056 1.123 0.107 0.071
Replication FM ¢ -0.153 1.523 1.840 0.672
Paper L-R coefficient -0.482 2.086 0.168 0.042
Paper L-R t -6.220 4.362 9.994 1.120
Replication L-R coefficient -0.446 1.535 0.139 0.057
Replication L-R ¢ -5.670 3.301 8.604 1.575

Monthly OLS cross-sections with no clustering. Replication T = 180, 1984—
1998, average N = 1,176 stocks per month, 2,345 unique stocks.



The L-R results match all four coefficient signs and the paper’s significance pattern. The PIN slope
is 26 percent smaller, while beta and size are close in magnitude. Standard FM also matches all
signs, but PIN and size lose significance. The replication therefore supports the paper’s central
precision-weighted estimate but not its complete two-estimator inference.

4.2 Non-overlapping OOS test

Table 2: PIN outside the paper period

PIN coefficient PIN t
Paper FM comparator 1.800 2.496
O0OS FM -1.468 -0.903
Paper L-R comparator 2.086 4.362
OOSL-R 0.777 1.300

Monthly OLS cross-sections with no clustering. OOS T = 144,
1999-2010, average N = 1,205 stocks per month, 2,229 unique
stocks.

The standard FM PIN sign reverses and the L-R PIN slope loses significance. The paper’s pricing
result therefore weakens outside its original period. Substituting the quarterly PIN frequency
adds measurement noise, so this extension is less exact than the paper-period test.

5 Conclusion

The paper-period analysis delivers a credible partial replication of Table VI. Exact annual PIN,
the exact paper window, and the NYSE/AMEX market index reproduce the sample moments
and preserve the positive, significant L-R information-risk premium. The standard FM estimate
remains positive but insignificant, and a clean post-paper test does not confirm persistence.



