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excess returns following ChatGPT’s release. Babina, Fedyk, He, and Hodson (2024) show that 

EV/Revenue ≈ m / (r − g)

run growth is 1/(r−g); and the 



sensitivity to the cost of capital is −1/(r−g). The growth and discount

with 1/(r−g), which is large for long

and placebo procedures of Section 3 are the design’s direct probes of this mechanism. Second, 
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tests of Section 5.5 are the design’s direct probes of the additional cross
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ᵢ,ₜ = αᵢ λₜ + β′Xᵢ,ₜ + εᵢ,ₜ    (1)

ᵢ,ₜ contains year

αᵢ λₜ denotes 

ᵢ,ₜ = αᵢ λₜ + β′Xᵢ,ₜ + δ′(Xᵢ,ₜ × PostShockₜ) + εᵢ,ₜ    (2)



PostShockₜ equals one for quarters from the candidate break date onward and zero otherwise. 

δ captures changes in driver loadings across periods; H2₀ is tested by the joint 

δ δ

δ

e design’s direct probe of this view. Equation (2) deliberately omits a stand

λₜ, the period 

H3₀ is tested via a sequenced out

– –

β̂ α̂ᵢ λ̂ₜ anchored 

ε̂ᵢ,ₜᵒᵒˢ = ln(EV/Revenue)ᵢ,ₜ − α̂i − λ̄_pre − β′̂Xᵢ,ₜ

λ̄

of H3₀. Estimating β

α̂ᵢ



reported in Section 5.5, is the design’s probe of the additional cross
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δ

δ

δ



δ

MDE_g ≈ 2.8 · σ̂ ε / √(N_post · Var(Growth))

σ̂ ε

σ̂ ε ≈ 0.35, N_post ≈ 

firm Var(Growth) ≈ 0.02 in the post
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H1₀ is tested by the F

of adjusted R² across subsamples. H2₀ is tested by the t δ

the sign adjudicates between the two AI views. H3₀ is tested by the out

channel view’s
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ypically labeled “subscription revenue” or “subscription services revenue” in the 

–
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ercent threshold is stricter than the “majority recurring 

revenue” criterion underlying the BVP index methodology and is intended to focus the 

–
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0.36, p = 0.72), and the coefficient on log(Revenue) is −0.096 (t = −1.10, p 
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α λ β′X ε

−0.096
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δ α λ β′X
δ′(X ε
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−0.012 −0.018

Joint χ²(3)

δ
χ

δ χ²(3) on the interaction vector equal to 16.96 (p = 0.001). H2₀ 

δ

δ δ δ χ
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sample residuals are constructed for those firms’ post

mean OOS residual at 2022Q4 on the full incumbent sample is −0.300 (t = −4.17, p = 0.0001). 

The same residual at 2022Q1 is −0.225 (t = −3.02, p = 0.004). H3₀ is rejected at both candidate 

the design’s minimum detectable effect for the H3 mean residual, calibrated at 0.08 lo

to −0.224 (t = −2.84, p = 0.007); the rejection survives but at a 

entrants, whose mean residual at 2022Q4 is −0.79; for these firms, the pre

–

sample residual of −0.18 is the conservative 



se firms’ post

−0.225*** −3.02

−0.300*** −4.17

–

−0.209** −2.67

−0.224*** −2.84

– −0.176 —

−0.786 —

—

2022Q4 (Panel A) of −0.300 attenuates to −0.224 on the balanced sample (Panel B), and the cohort decomposition 
2019 IPO entrants (mean residual −0.786), whose 

–
sample residual of −0.224 is the conservative estimate of the unex

χ χ

0.027 at 2022Q4, is therefore the formal H1 test in this design. H1₀ is rejected at both candidate 



hypothesis rejection pattern is therefore: H1₀ rejected with R² rising, H2₀ rejected 

on margin alone, H3₀ rejected with a negative sign at the 1 percent level. The growth loading is 

design’s short post
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δ = −0.166, p = 0.008), the textbook duration

χ²(3) δ χ²(3) δ

−0.166***

−0.072

χ
χ

δ

χ χ

χ

χ

–2023Q1 (−0.37 and −0.41, respectively), partially attenuates through the rest of 2023 

and 2024, and stabilizes around −0.25 by mid

year Treasury yields and one quarter after the Federal Reserve’s 



–

– 1 (−0.37 and −0.41, respectively) is contemporaneous with 

attenuates through 2024, stabilizing around −0.25 by mid



δ

χ

δ

percent level. The placebo’s δ

the SaaS sample’s at both candidate dates. Th

δ

–

δ δ

−0.166*** −0.072

−0.026 −0.024

Joint χ²(3)

χ
δ

δ = −0.166, p = 0.008), the textbook duration
δ δ

—

χ

δ_growth is −0.17 (p = 0.008) at 2022Q1, 
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heterogeneity. Combined with the placebo’s null on margin, the within

–



δ
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triple interaction itself is −0.11 (p = 0.092), indicating that within the profitable cohort, la

points move in the same direction (mature: δ_margin +1.50; ea

δ δ



δ

δ
δ

cohort δ

δ

Maturity cohort (TTM revenue ≥ $1B at 2021Q4) (Reference: Early

δ

δ −0.745

δ
δ

δ

δ

experiences a mean residual of −0.20 (t = −2.48, p = 0.017); the unprofitable cohort experiences 

a mean residual of −0.59 (t = −4.24, p = 0.001). T



coefficient is −0.28 (p = 0.076; n = 14 firms)

−0.59 between high

the composite duration coefficient is −0.23 (p < 0.001; n = 40 firms), with a median split 

ce of −0.38 between high

δ_growth = −0.17 at the rate



acknowledge that the “manifests on whichever dimension carries the identifying variation” 



−0.196** −2.48

−0.590*** −4.24

−0.333*** −4.00

Mature (≥ $1B at 2021Q4) −0.254* −1.96

−0.313*** −3.98

−0.173 −1.75

−0.233*** —

−0.277* —

−0.277*

weighted sum of (i) the firm’s standardized pre
the firm’s standardized pre



Table 10 reports the comparison. The focal margin reweighting δ_margin is +1.015 (p = 0.004) 

significant (χ²(1) = 8.21, p = 0.004) and the joint Wald test on the three equation (2) interactions 

rejects at the 5 percent level (χ²(3) = 9.06, p = 0.029). The growth side interaction δ_growth 

growth, but neither estimate exceeds the minimum detectable effect for δ_growth derived in 



This table reports the forward consensus growth robustness specification described in Section 6.1. The “Trailing 
(full)” column reports the main text equation (2) coefficients from Table 3 (n = 2,094, 86 firms). The “Trailing 
(IBES sub)” column re

regressor from the effect of switching the sample. The “Forward (IBES)” column re

−0.096 (p=0.273) −0.123 (p=0.115)

Eq. (2) interactions (δ):
δ_growth
δ_margin
δ_size −0.012 (p=0.720) −0.020 (p=0.574) −0.025 (p=0.498)

Joint χ²(3) on δ
only χ²(1)

δ

β Δrₜ · Growthᵢ,ₜ described in 

δ

δ

χ
β Δ Δ



δ

δ

χ

Δ
δ

eneity. Combined with the placebo’s null on margin 

–

magnitude, and significance across all three specifications. On the full sample, δ_margin is 

end market cap delivers δ_margin = +1.129 (p = 0.001), a 5.8 percent increase relative 

δ_margin = +1.163 (p = 0.001), a 9.0 percent increase

int χ²(3) on equation (2) interactions rejects in all three 

specifications (16.96, 16.86, and 18.59, respectively, all with p ≤ 0.001), and the margin

χ²(1) is in a tight band (10.43, 10.70, 11.07; all p ≤ 0.001). The growth interaction δ_growth of 





ing market capitalization. The “Drop firm q if rank ≤ 5” column drops firm

dropped, 84 firms retained). The “Drop top 5 firms by avg mcap” 

q if rank ≤ 5

−0.096 (p=0.273) −0.095 (p=0.351) −0.093 (p=0.300)
Eq. (2) interactions (δ):
δ_growth
δ_margin
δ_size −0.012 (p=0.720) −0.015 (p=0.758) −0.009 (p=0.851)

Joint χ²(3) on δ
only χ²(1)

δ

–

–

level δ estimates 

n Δlog(EV/Revenue) is well



differences in growth (β = +2.673, p < 0.001) and size 

(β = −0.391, p = 0.086), with margin entering with the predicted positive sign but at smaller 

and statistically indistinguishable magnitude (β = +0.358, p = 0.659

levels δ_margin is identified from within

differences β_margin is identified from between

{t̄̅} = −1.539 with t̄ = −1.709 against the IPS Table 2 H0 mean of 

−1.526 at T ≈ 30. The associated p



This table reports the long-differences specification described in Section 6.4. Panel A reports the firm-level cross-
sectional regression Δlog(EV/Revenue)ᵢ = α + β₁·ΔGrowthᵢ + β₂·ΔMarginᵢ + β₃·Δlog(Revenue)ᵢ + εᵢ, where each Δ 
is the post-period mean (2022 – –
comprises 56 firms with at least four observations in each window. Standard errors are HC3 robust. The “Panel
levels δ” column reports the corresponding equation (2) interaction coeffi

differences β levels δ (Table 3)

Δ

−0.079 (p=0.534) — —
ΔGrowth
ΔMargin
ΔSize −0.391* (p=0.086) −0.012 (p=0.720)

—
—
—

– –

t̄
−1.709

−1.539

δ

δ
β

–



–

every quarter from 2019Q1 through 2024Q4 (the “always present” sample). The balanced

sample H3 residual of −0.224 (versus −0.300 on the full sample) is the conservative estimate 

–

–

Table 13 reports the comparison. The δ_margin point estimates are essentially identical across 

only χ²(1) statistics in a tight band of 10.07 to 10.64. 

The joint χ²(3) on equation (2) interactions rejects in all three schemes (χ²(3) = 16.96, 17.42, 

on δ_growth attenuates from +0.477 (p = 0.063) under pooled to +0.433 (p = 0.103) under 



the trimming step move δ_growth across conventional significance thresholds without affecting 

the headline δ_margin result.

–

−0.096 (p=0.273) −0.097 (p=0.270) −0.088 (p=0.317)
Eq. (2) interactions (δ):
δ_growth
δ_margin
δ_size −0.012 (p=0.720) −0.011 (p=0.732) −0.007 (p=0.837)

Joint χ²(3) on δ
only χ²(1)

δ

δ



shock δ_margin is +1.15 and well



of the growth coefficient (δ_growth = −0.17 at the rate

robustness check in Section 6.2: the SaaS δ_margin moves by less than 2% under the rate



–2023Q1 (−0.37 and −0.41 respectively), 
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αᵢ

λₜ). 
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χ²(3) δ δ χ²(3) δ δ

−0.189***

−0.207***

−0.214***

−0.172***

−0.166***

−0.007 −0.135**

−0.122*

−0.072
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