Internet Appendix “Does Academic Research Destroy Stock Return Predictability?”
R. David McLean and Jeffrey Pontiff"

Table TA.I
Main Regression Using Alternative Standard Error Specifications

This table replicates regressions (1) and (2) from Table II of the paper using different
standard error methods. We report (in parentheses) (i) heteroscedasticity-consistent
standard errors, (ii) standard errors estimated by clustering on time, and (iii) standard
errors estimated using a FGLS method under the assumption of contemporaneous cross-
sectional correlation between panel portfolio residuals (as is done in the paper). The
results show that the FGLS standard errors used in the paper are the most conservative.

97 Predictors 85 Predictors
(D 2 3) “4) ) (6)
Variable Robust Clustered FGLS Robust Clustered FGLS
Standard Standard Standard Standard Standard Standard
Errors Errors Errors Errors Errors Errors
S -0.150** -0.150** -0.150%** -0.180%** -0.180*** -0.180**
(0.059) (0.060) (0.077) (0.065) (0.067) (0.085)
P -0.337%** -0.337%** -0.337%** -0.387*** -0.387*** -0.387***
(0.042) (0.072) (0.090) (0.047) (0.080) (0.097)
Observations 51,706 51,706 51,709 44,195 44,195 44,195
Predictors 97 97 97 83 83 83

" Citation format: McLean, R. David and Jeffrey Pontiff. Internet Appendix for “Does Academic research

destroy stock return predictability”, Journal of Finance, Doi:10.1111/jofi.12365.Please note Wiley-Blackwell

is not responsiblefor the content or functionality of any supporting information supplied by the authors.
Any queries (otherthan missing material) should be directed to the authors of this article.



Table IA.IT

Alternative Pre- and Post-Publication Correlation Regressions

This table provides alternative specifications to the regression in Table VII of the paper.
The regressions model the returns of each predictor relative to the returns of other
predictors. The dependent variable is a predictor’s monthly long-short return. Post-
Publication (P) is equal to one if the month is after the official publication date and zero
otherwise. In-Sample Index Return is the equal-weighted return of all other unpublished
predictor portfolios. Post-Publication Index Return is an equal-weighted return of all
other published predictor portfolios. Standard errors (in parentheses) are computed under
the assumption of contemporaneous cross-sectional correlations between panel portfolio
residuals. *, ** and *** denote statistical significance at the 10%, 5%, and 1% levels,

respectively.
Variables (1) (2)
In-Sample Index Return 0.578%**
(0.020)
P x In-Sample Index Return -0.296%**
(0.040)
Post-Publication (P) -0.085 -0.476%**
(0.061) (0.076)
Post Publication Index Return -0.030%*
(0.013)
P x Post-Pub. Index Return 0.699%**
(0.058)
Constant 0.244%** 0.572%**
(0.031) (0.048)
Observations 51,487 43,109
Predictors 97 97
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Table IAIV
Predictor Types

In Table IV of the paper we split our predictors into four groups: (i) event, (ii) market,
(i11) valuation, and (iv) fundamentals. Event predictors are those based on corporate
events or changes in performance. Examples of event predictors are share issues, changes
in financial analyst recommendations, and unexpected increases in R&D spending.
Market predictors are predictors that can be constructed using only financial data, such as
volume, prices, returns, and shares outstanding. Momentum, long-term reversal, and
market value of equity (size) are included in our sample of market predictors. Valuation
predictors are ratios, where one of the numbers reflects a market value and the other
reflects fundamentals. Examples of valuation predictors include sales-to-price and book-
to-market. Fundamental predictors are those constructed solely with financial statement
data. Leverage, taxes, and accruals are examples of fundamental predictors. We list the
four groups of predictors below. Each predictor is defined in detail in the table above.
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Table IA.IV (Continued)

Event Market Valuation Fundamental
Change in Asset Turnover 52-Week High Advertising/MV Accruals
Change in Profit Margin Age-Momentum Analyst Value Age
Change in Recommendation | Amihud's Measure Book-to-Market Asset Growth

Chg. Forecast + Accrual
Debt Issuance

Dividend Initiation
Dividend Omission
Dividends

Down Forecast
Exchange Switch
Growth in Inventory
Growth in LTNOA

1PO

IPO + Age

IPO no R&D

Mergers

Post Earnings Drift
R&D Increases

Ratings Downgrades
Repurchases

Revenue Surprises
SEOs

Share Issuance 1-Year
Share Issuance 5-Year
Spinoffs

Sustainable Growth
Total External Finance
Up Forecast

ACapex - Alndustry CAPEX
ANoncurrent Op. Assets
ASales - Alnventory
ASales - ASG&A
AWork. Capital

Beta

Bid/Ask Spread
Coskewness
Idiosyncratic Risk
Industry Momentum
Lagged Momentum
Long-term Reversal
Max

Momentum
Momentum and Long-term Reversal
Momentum-Ratings
Momentum-Reversal
Price

Seasonality

Short Interest
Short-term Reversal
Size

Volume

Volume Trend
Volume Variance
Volume-Momentum
Volume/MV

Cash Flow/MV

Dividends

Earnings-to-Price

Enterprise Component of B/P
Enterprise Multiple

Leverage Component of B/P
Marketing/MV

Org. Capital

R&D/MV

Sales/Price

Asset Turnover

Cash Flow Variance
Earnings Consistency
Forecast Dispersion
G Index

Gross Profitability
G-Score

G-Score 2

Herfindahl
Investment

Leverage

M/B and Accruals
NOA

Operating Leverage
O-Score

Pension Funding
Percent Operating Accrual
Percent Total Accrual
Profit Margin
Profitability

ROE

Sales Growth

Tax

Z-Score
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