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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:10.1111/1.1540-
6261.2008.01370.x.

1 Summary

1.1 The Paper

Cooper, Gulen, and Schill (2008) show that firms with high asset growth rates earn significantly
lower subsequent stock returns. They measure asset growth as the year-over-year percentage
change in total assets, sort stocks into deciles each June, and hold value-weighted and equal-
weighted portfolios from July through June. Over 1968-2003 the high-minus-low asset-growth
spread earns a value-weighted Fama-French three-factor alpha of —0.70% per month (t = —3.84).
The effect is pervasive across size groups and robust to controls for book-to-market, investment,
and other firm characteristics.

1.2 Replication Findings

The core asset growth effect replicates, with a negative spread in every in-sample specification,
and we classify the result as a qualitative replication. Equal-weighted results are strong. The all-
firm spread alpha is —1.59% per month (t = —6.68) versus the paper’s —1.63% (t = —8.33). The
all-firm value-weighted spread is —0.56% (t = —2.91) versus —0.70% (t = —3.84). The large-stock
value-weighted alpha of —0.28% (t = —1.57) remains attenuated relative to the paper’s —0.81%
(t = —2.91). Out of sample the all-firm equal-weighted effect is —0.78% (t = —2.80), while the
value-weighted spread of —0.07% (t = —0.24) is insignificant.



2 Data

We draw monthly stock returns and share information from the CRSP monthly stock file (crsp.msf)
and the CRSP names file (crsp.msenames), annual accounting data from Compustat annual fun-
damentals (comp . funda), the CRSP-Compustat link from crsp. ccmxpf_1nkhist, and Fama-French
factors from ff.factors_monthly. The paper uses the same underlying sources, CRSP and Com-
pustat, as available circa 2003.

The sample covers NYSE, Amex, and NASDAQ common stocks with share codes 10 and 11.
Following the paper’s filters, we exclude financial firms with SIC codes 6000-6999 and require at
least two prior years of Compustat data. The CCM link table supplies PERMNO as the identifier
joining CRSP to Compustat.

The in-sample period spans July 1968 to June 2003 and covers 35 formation years, producing
125,511 firm-year observations from 14,212 unique firms and averaging roughly 3,586 firms per
year. The out-of-sample test uses 21 complete formation years from 2003 through 2023, or 65,549
firm-years, with returns through June 2024. We work from the current WRDS database vintage,
which may differ from the authors” historical extract.

3 Methodology

Asset growth is defined as
ATip 1 — ATy
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where AT denotes Compustat total assets. The subscript convention follows the paper, so that
fiscal year-end data known by June of calendar year ¢ determines portfolio assignments for July of
year t through June of year t 4 1. Asset growth compares fiscal year-ends falling in adjacent cal-
endar years, and the two-year Compustat-history screen precedes the CCM link-date restrictions.

At the end of each June we sort all eligible stocks into deciles on the full cross-sectional dis-
tribution of asset growth, with decile 1 holding the lowest-growth firms and decile 10 the high-
est. We then compute both value-weighted and equal-weighted monthly returns over the subse-
quent twelve months. Value-weighted returns use market equity from the immediately preceding
month, so June market equity weights the first July return.

For the Fama-French three-factor regression, we estimate

Rpt — Rfy = a+ B- MKTRF; +s - SMB; + h - HML; + &

for each decile portfolio and the 10—1 spread. Standard errors use Newey-West HAC estimation
with 6 lags. We repeat the regressions within size terciles, labeled Small, Medium, and Large,
formed on NYSE market equity breakpoints.

Implementation ambiguities. The paper states neither whether asset-growth decile breakpoints
come from all eligible firms or from NYSE firms only, nor the HAC bandwidth. We use all eligible



firms for the asset-growth breakpoints and six monthly HAC lags. The current WRDS vintage
may also carry revisions absent from the authors’ historical extract.

4 Results

4.1 In-Sample: Raw Returns (1968-2003)

Table 1 presents average monthly raw returns for decile portfolios sorted on asset growth. Both
weighting schemes produce a monotonic pattern in which low-growth firms outperform high-
growth firms.

Table 1: Average Monthly Raw Returns by Asset Growth Decile, 1968-2003

Value-Weighted Equal-Weighted
Replication = Paper  Replication Paper
D1 (Low Growth) 1.35 1.48 1.93 1.99
D10 (High Growth) 0.44 0.43 0.17 0.26
Spread (10—1) —0.91 -1.05 -1.75 -1.73
t-statistic (—4.17) (—5.04) (—8.99) (—8.45)

Returns in % per month. Decile portfolios formed each June on prior-year asset growth, held July-June.
Spread is D10 minus D1. N =~ 3,586 firm-years/year; 125,511 firm-years; 35 formation years.

The value-weighted spread is —0.91% per month (t = —4.17) versus —1.05% (t = —5.04) in
the paper. The equal-weighted spread is —1.75% (t = —8.99) versus —1.73% (t = —8.45). Both are
negative, significant, and economically large.

4.2 In-Sample: Fama-French Three-Factor Alphas (1968-2003)

Table 2 reports Fama-French three-factor alphas for the 10—1 spread portfolio across size groups.

Table 2: FE3 Alphas for Asset Growth Spread Portfolio (10—1), 1968-2003

Value-Weighted Equal-Weighted
Replication Paper Replication Paper
Size Group « t « t « t « t
All -056 (-291) —-0.70 (-3.84) —1.59 (—-6.68) —1.63 (—8.33)
Small —-1.04 (—-438) -—-114 (-646) -177 (-6.80) —1.77 (—9.12)
Medium —-045 (-294) -055 (-245) -074 (-457) -0.60 (—2.85)
Large —-028 (-157) -0.81 (-291) -045 (-239) —-0.86 (—3.12)

Alphas in % per month from Ry — Ry = « + - MKIRF +5s - SMB + 1 - HML + e. Newey-West HAC standard
errors (6 lags). Size terciles use NYSE ME breakpoints. 125,511 firm-years; 14,212 unique firms; 420 monthly
observations.

Equal-weighted alphas are negative and significant across all size groups. The all-firm estimate
is —1.59% (t = —6.68) versus —1.63% (t = —8.33) in the paper. Value-weighted all-firm, small,



and medium spreads are also negative and significant. The main divergence is the large-stock VW
alpha, —0.28% (t = —1.57), versus the paper’s —0.81% (t = —2.91). This remaining difference may
reflect the unstated breakpoint convention, current WRDS vintage, and concentration of large-
stock value-weighted portfolios.

4.3 Out-of-Sample: 2003-2024
Table 3 extends the analysis to the 21-year period following the original sample.

Table 3: Asset Growth Spread Returns (10—1), Out-of-Sample 2003-2024

Value-Weighted Equal-Weighted

Size Group Spread t Spread t

All —-0.07 (-0.24) -0.78 (—2.80)
Small —-044 (-117) -0.88 (—2.88)
Medium —-022 (-0.86) —0.25 (—1.10)
Large 0.06 (023) —-0.39 (—1.94)

Spread alphas in % per month. Same methodology as in-sample. 65,549 firm-years; 21 complete
formation years; 252 monthly observations.

The out-of-sample all-firm value-weighted spread remains negative but is small and insignifi-
cant at —0.07% (t = —0.24). The all-firm and small-firm equal-weighted spreads remain negative
and significant, while the medium and large equal-weighted estimates are not significant at the
5% level. These results support a “weakened” out-of-sample classification without identifying a
causal explanation for the change.

4.4 Summary Assessment
Table 4 summarizes replication quality across the key specifications.

Table 4: Replication Summary

Period Weighting Sign/Significance Match ~ Assessment
In-Sample Equal-Weighted 4/4 specs significant Strong match
In-Sample Value-Weighted 3/4 specs significant Large stocks attenuated

Out-of-Sample
Out-of-Sample

Equal-Weighted
Value-Weighted

2/4 specs significant
0/4 specs significant

Effect weakened
Effect disappears

The in-sample evidence amounts to a qualitative replication. All eight spread signs are neg-

ative, all equal-weighted spreads are significant, and three of four value-weighted spreads are
significant. The large-stock value-weighted result is the principal remaining limitation. Out-of-
sample evidence is weaker, with no significant value-weighted spread and two significant equal-
weighted spreads.



