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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:10.1111/j.1540-
6261.2006.00884.x.

1 Summary

1.1 The Paper

Daniel and Titman decompose a firm’s book to market ratio into lagged book to market, book
return, and stock return, and they estimate monthly Fama–MacBeth regressions on CRSP and
Compustat data from July 1968 through December 2003. Tangible accounting performance does
not predict future returns. Past stock returns and composite share issuance both predict future
returns negatively, which attributes long horizon reversal to intangible information rather than to
fundamental performance.

1.2 Replication Findings

The replication qualitatively reproduces Table III over the same 426 month sample. Regression 8
yields 0.203 on lagged book to market, 0.240 on book return, −0.325 on past return, and −0.490 on
issuance, against published slopes of 0.206, 0.214, −0.331, and −0.514. Book return is insignificant
on its own and turns positive once past return enters, while past return and issuance stay negative.

The out of sample test covers January 2004 through December 2024. The book to market and re-
versal patterns weaken and lose significance. Issuance remains negative and significant at −0.372
with a t statistic of −3.65.

2 Data

The paper uses CRSP monthly prices, returns, and shares together with merged Compustat an-
nual fundamentals and Ken French’s CRSPLink. The replication draws on the CRSP monthly
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stock file (crsp.msf), the CRSP name history (crsp.msenames), Compustat annual fundamentals
(comp.funda), and the CRSP/Compustat merged link history (crsp.ccmxpf lnkhist). The merge
links Compustat GVKEY to CRSP PERMNO through LU or LC links with P or C primacy.

The universe contains CRSP common shares on NYSE, AMEX, and NASDAQ. The sample ex-
cludes June prices below $5 and nonpositive book equity. Five year specifications require positive
book equity and valid December market equity at both endpoints, together with every monthly
return from January of year t − 5 through December of year t − 1.

The in sample panel contains 1,313,759 firm month observations and 13,712 distinct stocks,
and five year specifications average 1,898 stocks per month. The out of sample panel contains
707,997 firm months and averages 2,149 stocks per month in five year specifications. One input
is no longer available. Compustat does not carry the historical FASB 106 field, which enters the
paper’s book equity formula only when nonmissing.

3 Methodology

The dependent variable is the simple monthly CRSP return. June formation characteristics remain
fixed for returns from July of year t through June of year t + 1, with the final formation block
truncated at December 2003. The variables are

bmt = log(BEt−1/MEDec
t−1), rB = bmt − bmt−5 + r(t − 5, t), ι = log(MEt/MEt−5)− r(t − 5, t).

Accounting observations are assigned by the calendar year in which the fiscal year ends. Each
month supplies one cross sectional OLS regression, and the reported coefficient is the time series
mean of the monthly slopes. Newey–West standard errors use six lags. The regressions contain
no fixed effects and are not value weighted.

Key differences from the paper. The replication uses the current CRSP/Compustat merged
link history rather than the paper’s historical Ken French CRSPLink, and current data vintages
change the early cross sections. Compustat also no longer retains the conditional FASB 106 adjust-
ment. The remaining variable definitions, filters, date window, estimator, and inference follow the
paper.
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4 Results

4.1 In Sample Table III

Table 1: Fama–MacBeth regressions, 1968:07 to 2003:12

Reg Constant bmt bmt−5 rB r(t − 5, t) ι

Replication coefficient with t statistic
1 1.321 (4.88) 0.408 (4.12)
2 1.250 (4.83) 0.123 (1.61)
3 1.266 (4.96) −0.080 (−1.18)
4 1.323 (5.42) −0.237 (−3.01)
5 1.213 (4.57) −0.637 (−3.97)
6 1.227 (4.86) 0.121 (1.45) −0.016 (−0.23)
7 1.271 (5.31) 0.263 (2.65) 0.300 (3.41) −0.368 (−3.62)
8 1.249 (5.11) 0.203 (2.18) 0.240 (2.87) −0.325 (−3.38) −0.490 (−3.80)

Published coefficient with t statistic
1 1.301 (5.36) 0.321 (3.91)
2 1.243 (5.09) 0.134 (2.13)
3 1.272 (5.05) −0.099 (−1.70)
4 1.319 (5.47) −0.245 (−3.41)
5 1.210 (4.72) −0.658 (−4.39)
6 1.226 (4.96) 0.127 (1.83) −0.029 (−0.46)
7 1.284 (5.55) 0.270 (3.13) 0.276 (3.33) −0.372 (−3.99)
8 1.265 (5.38) 0.206 (2.60) 0.214 (2.72) −0.331 (−3.71) −0.514 (−4.16)

Coefficients are multiplied by 100. Newey–West SE with six lags. No FE.
426 months and 1,313,759 firm months. Avg. stocks: 3,082 in Reg. 1 and 1,898 in Regs. 2 to 8.

Regression 1 reproduces a positive and significant book to market effect, although 0.408 exceeds
the paper’s 0.321. Regression 4 closely reproduces long horizon reversal at −0.237 versus −0.245.
Regression 5 closely reproduces the issuance effect at −0.637 versus −0.658.

The multivariate regressions reproduce the central mechanism. Book return is −0.016 with a t
statistic of −0.23 in Regression 6. It rises to 0.300 with a t statistic of 3.41 after past return enters in
Regression 7. Past return remains negative and significant. Regression 8 preserves these signs and
significance levels after adding issuance. The current link history and Compustat vintage provide
the most direct explanation for the remaining differences in univariate magnitude and precision.

4.2 Out of Sample Test

Table 2: OOS Fama–MacBeth regressions, 2004:01 to 2024:12

Reg Constant bmt bmt−5 rB r(t − 5, t) ι

1 0.923 (2.55) 0.052 (0.60)
2 0.969 (2.75) 0.001 (0.01)
3 0.966 (2.87) −0.016 (−0.32)
4 0.919 (2.74) 0.012 (0.14)
5 0.978 (2.98) −0.370 (−3.30)
6 0.979 (2.81) −0.005 (−0.05) −0.019 (−0.31)
7 0.934 (2.56) −0.006 (−0.07) −0.023 (−0.27) 0.017 (0.15)
8 0.962 (2.64) −0.023 (−0.25) −0.073 (−0.95) −0.001 (−0.01) −0.372 (−3.65)

Coefficients are multiplied by 100. Newey–West SE with six lags. No FE.
252 months and 707,997 firm months. Avg. stocks: 2,809 in Reg. 1 and 2,149 in Regs. 2 to 8.

The out of sample book to market coefficient falls to 0.052 with a t statistic of 0.60. The past return
coefficient in Regression 4 changes to 0.012 with a t statistic of 0.14. The multivariate book and
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return slopes also lose significance. Issuance remains negative and significant in Regressions 5 and
8. The post sample period therefore weakens the broad decomposition result while preserving the
issuance result.

4


