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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:10.1016/4.jfineco.2007.07.001.

1 Summary

Frazzini and Lamont’s Table 2 shows that stocks disproportionately held by funds receiving high
flows subsequently underperform. The published three-year FLOW Q5—Q1 value-weighted excess
return is —0.846% per month (¢ = —3.30). This replication obtains —0.669% (¢t = —2.84), preserving
the sign, the economic importance, and the statistical significance of the published estimate. Out
of sample in 2004-2010 the effect weakens to —0.035% (t = —0.19).

2 Data

The CRSP mutual fund database supplies fund total net assets, returns, and time-varying common-
stock asset shares. MFLINKS aggregates share classes into WFICN portfolios over date-valid inter-
vals and links Thomson s12 holdings to those portfolios. The CRSP monthly stock file (crsp.msf),
together with the CRSP names and delisting files, supplies date-valid security identities, common-
stock codes, returns, market capitalizations, shares outstanding, and delisting returns. The Fama—
French factor file supplies the risk-free rate.

3 Methodology

The sample retains domestic-equity funds, meaning portfolios whose common-stock assets are at
least 50% of total assets, and compounds valid monthly returns to quarters. Counterfactual fund
assets follow the paper’s Appendix A recursion, with births, terminal deaths, mergers, and redis-
tribution of negative counterfactual balances. The construction applies no counterfactual rescaling



and no outcome-calibrated cap. Thomson holdings are split adjusted, no more than 370 days stale,
and restricted to date-valid CRSP common stocks with valid ownership. Each month stocks are
ranked on the latest available FLOW and sorted into value-weighted quintiles.

Two sample statistics indicate how closely the constructed universe matches the paper. The
December sample averages 4,323 common stocks against 4,690 in the paper, and actual mutual-fund
ownership averages 8.13% against 9.10%.

4 Results
Table 1: Value-weighted monthly excess returns (%).
Q1 Q5 Q5-Q1
Horizon Paper Replication Paper Replication Paper Replication
3-month 0.628 (1.99) 0.770 (2.50) 0.661 (1.82) 0.677 (1.85) 0.033 (0.13) —0.093 (—0.36)
6-month 0.753 (2.52) 0.787 (2.55) 0.390 (1.18) 0.606 (1.65) —0.363 (—2.08) —0.180 (—0.69)
l-year  0.909 (3.02) 0.820 (2.61) 0.408 (1.18) 0.506 (1.37) —0.501 (—2.61) —0.315 (—1.25)
3-year 1.026 (3.19) 1.004 (3.12) 0.180 (0.44) 0.335 (0.87) —0.846 (—3.30) —0.669 (—2.84)
5-year  0.880 (2.67) 0.974 (2.98) 0.486 (1.11) 0.462 (1.09) —0.394 (—1.35) —0.512 (—1.90)

Four of the five spreads have the paper’s sign. The exception is the three-month horizon, where
the published and replicated spreads are both indistinguishable from zero. The three-year quintile
returns decline monotonically from 1.004% to 0.335% per month, compared with 1.026% to 0.180%
in the paper. The six-month and one-year spreads are weaker and insignificant. Panel A remains
monotone, with a three-year FLOW spread of 7.166 percentage points versus 10.135 published.

Table 2: Q5—Q1 in sample and out of sample (% per month).
Horizon 1980-2003 2004-2010

3-month —0.093 (—0.36) —0.011 (—0.04)
6-month —0.180 (—0.69) —0.060 (—0.23)
l-year  —0.315 (—1.25) 0.084 (0.38)
3-year  —0.669 (—2.84) —0.035 (—0.19)
5-year  —0.512 (—1.90) —0.066 (—0.31)

The in-sample headline is a qualitative replication. The out-of-sample estimates are economi-
cally small and insignificant, so the effect is classified as weakened.



