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How active is your fund manager? A new measure that predicts performance
KJM Cremers, A Petajisto - The review of financial studies, 2009 - academic.oup.com

We introduce a new measure of active portfolio management, Active Share, which

represents the share of portfolio holdings that differ from the benchmark index holdings. We
compute Active Share for domestic equity mutual funds from 1980 to 2003. We relate Active

Share to fund characteristics such as size, expenses, and turnover in the cross-section, and

we also examine its evolution over time. Active Share predicts fund performance: funds with

the highe marks, both before and after ..
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Mutual fund managers may decide to deviate from a well-diversified portfolio and
concentrate their holdings in industries where they have informational advantages. In this
paper, we study the relation between the industry concentration and the performance of ...
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Despite extensive disclosure requirements, mutual fund investors do not observe all actions
of fund managers. We estimate the impact of unobserved actions on fund returns using the
return gap—the difference between the reported fund return and the return on a portfolio that ...
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We propose that fund performance can be predicted by its R 2, obtained from a regression of
its returns on a multifactor benchmark model. Lower R 2 indicates greater selectivity, and it
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Using Active Share and tracking error, the author sorted all-equity mutual funds info various
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benchmark indices even after fees, whereas closet indexers underperformed. These ...
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Luck versus skill in the cross-section of mutual fund returns [PDF] amazonaws.com
EF Fama, KR French - The journal of finance, 2010 - Wiley Online Library

The aggregate portfolio of actively managed US equity mutual funds is close to the market
portfolio, but the high costs of active management show up intact as lower returns to
investors. Bootstrap simulations suggest that few funds produce benchmark-adjusted ...
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L Barras, O Scaillet, R Wermers - The journal of finance, 2010 - Wiley Online Library

This paper develops a simple technigue that controls for “false discoveries,” or mutual funds

that exhibit significant alphas by luck alone. Our approach precisely separates funds into (1)
unskilled,(2) zero-alpha, and (3) skilled funds, even with dependencies in cross-fund ...
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Despite extensive disclosure requirements, mutual fund investors do not observe all actions

of fund managers. We estimate the impact of unobserved actions on fund returns using the

return gap—the difference between the reported fund return and the return on a portfolio that ...
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KJM Cremers, A Petajisto - The review of financial studies, 2009 - academic.oup.com

We introduce a new measure of active portfolio management, Active Share, which
represents the share of portfolio holdings that differ from the benchmark index holdings. We
compute Active Share for domestic equity mutual funds from 1980 to 2003. We relate Active ...
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