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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:10.1093/rfs/15.4.1005.

1 Summary

1.1 The Paper

The paper asks how trading volume changes the autocorrelation of individual stock returns.
For each NYSE and AMEX common stock it regresses next-day return on current return and on
the interaction between current return and detrended log turnover, using daily CRSP data from
1993 through 1998. The interaction coefficient C2 measures whether high-volume returns con-
tinue or reverse. The paper finds that C2 declines with market capitalization, consistent with
informed trading producing continuation among smaller firms and hedging trades producing re-
versal among larger firms.

1.2 Replication Findings

The headline Table 3 result replicates. Mean C2 declines from 0.028315 for low-cap stocks to
−0.000390 for high-cap stocks, and the cross-sectional ORDCAP slope is −0.043580 with t =
−9.980 against the paper’s −0.044242 with t = −12.362. The current CRSP vintage yields 2,367
qualifying stocks where the paper reports 2,226. A matched six-year out-of-sample test covering
2001 through 2006 retains a negative significant slope of −0.010309 with t = −2.269. The effect is
economically smaller and the group means lose monotonicity.

2 Data

Table 3 needs only CRSP daily return, price, volume, and shares outstanding. The replication
draws these from the CRSP daily stock file (crsp.dsf) and takes point-in-time exchange and share
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codes from crsp.dsenames, with PERMNO identifying stocks. The 1993 through 1998 sample
keeps NYSE and AMEX ordinary common shares carrying CRSP share codes 10 through 19, and
each stock must record positive volume on at least 1,000 of the 1,516 market days. The final panel
contains 3,414,048 stock-days and 2,367 stocks, against the 2,226 stocks the paper reports. Current-
vintage coverage explains the 6.3 percent difference. The replicated maximum average market
capitalization equals the paper’s maximum of $147,817.21 million.

The 2001 through 2006 out-of-sample test applies the same CRSP variables, the same point-in-
time exchange and share codes, and the same two-thirds trading-day threshold, and it contains
2,163 stocks. TAQ opening spreads and I/B/E/S analyst coverage enter other analyses in the
paper but do not enter Table 3, so the target needs no data substitution.

3 Methodology

Daily turnover is VOL/(SHROUT × 1000). Detrending subtracts a trailing 200-day moving aver-
age from log turnover,

Vi,t = log(turnoveri,t + 0.00000255)− 1
200

−1

∑
s=−200

log(turnoveri,t+s + 0.00000255).

Ordinary least squares then estimates, stock by stock,

Ri,t+1 = C0i + C1iRi,t + C2iVi,tRi,t + ε i,t+1,

using only return pairs that fall on consecutive market days. Panel A sorts stocks into three equal
groups on average daily market capitalization and reports the group means of the coefficients
and of the per-stock t-statistics. Panel B ranks average capitalization in ascending order, divides
each rank by the stock count to form ORDCAP, and estimates C2i = a + b ORDCAPi + ui by OLS.
Neither regression uses fixed effects or clustered standard errors.

Key differences from the paper. The current CRSP vintage yields 141 more stocks than the
published sample. Those extra stocks move the group boundaries and lower the cross-sectional
R2, but the headline slope stays close to the published one. A second discrepancy sits in the paper
itself. Its Panel B intercept prints as −0.034081 alongside a positive t-statistic of 16.488. That sign
pair is internally impossible and conflicts with the positive low-rank group mean. We preserve
the printed paper value and flag the inconsistency.

4 Results

4.1 Table 3

Table 1 shows that the low-cap C2 mean matches closely. The medium mean is larger than the
paper’s, while the high-cap mean is slightly negative rather than slightly positive. The monotone
size pattern remains. The Panel B slope differs from the paper by 0.000662 and retains strong
significance.
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Table 1: Market capitalization and the volume-return interaction

Paper Replication

Low-cap mean C2 0.030277 0.028315
Mean per-stock t(C2) 1.848 1.389
Medium-cap mean C2 0.004852 0.007422
Mean per-stock t(C2) 0.289 0.163
High-cap mean C2 0.000719 −0.000390
Mean per-stock t(C2) 0.065 0.010

Panel B intercept a −0.034081 0.033582
t(a) 16.488 13.315
ORDCAP slope b −0.044242 −0.043580
t(b) −12.362 −9.980
R2 6.430% 4.041%
Stocks 2,226 2,367

OLS standard errors. No fixed effects or clustering. The paper’s printed intercept and t-statistic have inconsistent
signs.

4.2 Out-of-sample test

The matched 2001 through 2006 window produces a negative ORDCAP slope of −0.010309 with
t = −2.269 across 2,163 stocks. The paper’s sign and significance persist, but the coefficient is
77 percent smaller and R2 falls to 0.238 percent. Mean C2 equals 0.022856, 0.029510, and 0.016263
from low to high capitalization. All three means are positive, and their nonmonotonic order shows
that the 1990s size pattern weakened even though the cross-sectional slope remains negative.

Table 2: Out-of-sample cross-sectional regression

Paper 1993–1998 OOS 2001–2006

ORDCAP slope b −0.044242 −0.010309
t(b) −12.362 −2.269
R2 6.430% 0.238%
Stocks 2,226 2,163

OLS standard errors. No fixed effects or clustering.
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