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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:10.1093/rfs/hhp057.

1 Summary

1.1 The Paper

Cremers and Petäjistö introduce Active Share, the fraction of a fund’s portfolio that differs from
its benchmark index, computed as one half the sum of absolute differences between fund and
index portfolio weights. They measure it for U.S. equity mutual funds from 1980 to 2003, using
CDA/Spectrum holdings and constituent weights for nineteen S&P/Barra, Russell, and Wilshire
indices, assigning each fund the index it overlaps most and sorting funds on Active Share. Funds
in the highest Active Share quintile beat their benchmarks by 2.55% per year more than the lowest
quintile (t = 3.47), and the gap widens to 2.98% per year after the Carhart four-factor adjustment.
Active Share predicts net-of-fee performance and exhibits persistence.

1.2 Replication Findings

The headline sign replicates in sample. High Active Share funds beat low Active Share funds by
1.52% per year benchmark-adjusted and 0.82% per year in four-factor alpha. Both estimates are
statistically weaker than the paper’s 2.55% and 2.98% spreads. Two gaps separate this exercise
from the paper. The final sample holds 2,486 funds against the paper’s 2,647, and the nineteen
proprietary float-weighted style indices are unavailable, so the benchmark universe shrinks to a
four-index proxy. Out of sample over 2004–2021, the benchmark-adjusted and alpha spreads turn
slightly negative, so the premium does not survive.
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2 Data

Holdings come from Thomson s12 (CDA/Spectrum) for 1980–2021, the same source the paper
uses. Funds link to the CRSP Survivor-Bias-Free Mutual Fund database through MFLINK (Thom-
son fundno to wficn, CRSP crsp fundno to wficn), and CRSP share classes aggregate to the
wficn portfolio level with total-net-asset weighting. Stock returns, prices, shares, and share codes
come from the CRSP monthly stock file (crsp.msf), matched to holdings by historical CUSIP to
PERMNO. Factors are Fama-French plus momentum.

The benchmark universe is the binding constraint. The paper uses month-end constituent
weights for nineteen indices supplied directly by S&P/Barra, Frank Russell, and Wilshire. Those
weights are proprietary and are not available on WRDS. This replication substitutes a four-index
universe made up of the S&P 500, taken from CRSP index membership and total return, and
CRSP market-capitalization-rank proxies for the Russell 1000, 2000, and 3000, all cap weighted.
The substitution drops every style index for growth and value along with the Wilshire breadth
indices, and it replaces float weights with cap weights. That is the main source of attenuation in
the results below. Daily NAV data from Micropal and GIR are likewise proprietary, so tracking
error cannot be built and the tracking-error second sort is dropped.

The historical screen applies every available contemporaneous CRSP, Wiesenberger, Strategic
Insight, and Spectrum objective code. It excludes sector funds and records without a valid histor-
ical fund name or starting year, and it requires the time-series average common-stock percentage
to reach at least 80% wherever that field is populated. At each holdings report, equity positions
must account for at least two-thirds of portfolio TNA and be worth at least $10 million. Index
funds drop out through historical flags, fund names, and an Active Share below 0.20. The in-
sample panel that survives holds 2,486 funds and 146,867 fund-months over 1990–2003.

3 Methodology

Active Share for fund f against index j is

AS f ,j =
1
2 ∑

i

∣∣∣wfund
f ,i − windex

j,i

∣∣∣ ,

summed over the union of stocks. Fund weights use raw position market value, shares times
absolute price, re-normalized to sum to one over CRSP-matched common stock. Index weights
are CRSP capitalization weights. Each fund-report-date takes the lowest-Active-Share index as its
benchmark.

The dependent variable is the benchmark-adjusted net return radj
f ,t = rfund

f ,t − rbench
f ,t , where the

benchmark return is the capitalization-weighted return of index members and the S&P 500 re-
turn comes from the CRSP value-weighted total return. Each month funds sort into Active Share
quintiles, and portfolio returns equal-weight funds within a quintile. Panel A averages monthly
benchmark-adjusted returns, and Panel B regresses them on the Carhart four factors. Standard
errors are White heteroskedasticity-consistent, as specified by Table 4, and monthly coefficients
are annualized by twelve.

Key differences from the paper. The benchmark universe is four capitalization-weighted in-
dices rather than nineteen float-weighted style indices, so the exact benchmark assignment cannot
be reproduced. The tracking-error second sort is dropped because daily NAV data are propri-
etary. The analysis therefore targets the marginal “All” Active Share sort using the best available
reduced-index proxy.
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4 Results

4.1 Table 4: Active Share quintiles, 1990–2003

Table 1 reports the replication next to the paper. Quintile one, the lowest Active Share group,
earns −1.63% per year (t = −3.21) benchmark-adjusted and −1.69% (t = −4.89) in four-factor
alpha. The high-minus-low spread is positive at 1.52% per year (t = 1.74) and 0.82% (t = 0.88).
The paper reports 2.55% (t = 3.47) and 2.98% (t = 4.51). The reduced benchmark universe is the
principal data limitation when interpreting the smaller spread.

Table 1: Net equal-weighted benchmark-adjusted returns by Active Share quintile, 1990–2003.
Replication versus paper. Annualized percent, White HC0 t-statistics in parentheses. Paper values
are from Table 4.

Benchmark-adjusted return Four-factor alpha

Quintile Replication Paper Replication Paper

Q1 (Low) −1.63 (−3.21) −1.42 (−3.53) −1.69 (−4.89) −1.83 (−5.01)
Q2 −1.82 (−2.53) −1.37 (−1.99) −2.30 (−4.41) −2.18 (−4.00)
Q3 −0.86 (−0.92) −0.75 (−0.95) −1.72 (−2.52) −1.83 (−2.84)
Q4 −0.45 (−0.32) 0.25 (0.31) −2.29 (−2.23) −1.02 (−1.63)
Q5 (High) −0.11 (−0.11) 1.13 (1.60) −0.86 (−0.81) 1.15 (1.86)
High–Low 1.52 (1.74) 2.55 (3.47) 0.82 (0.88) 2.98 (4.51)

N = 146,867 fund-months; 2,486 funds (paper 2,647). SE: White HC0.
Benchmarks: S&P 500 + CRSP cap-rank proxies for Russell (paper: 19 indices).

4.2 Out-of-sample test, 2004–2021

Table 2 extends the identical pipeline forward. The high-minus-low spread turns slightly negative
at −0.27% per year (t = −0.42) benchmark-adjusted and −0.12% (t = −0.18) in alpha, both
indistinguishable from zero. Every quintile underperforms its benchmark. Relative to the paper’s
positive in-sample comparator, the result reverses economically out of sample.

Table 2: Out-of-sample Active Share spread, 2004–2021. Annualized percent, White HC0 t-
statistics.

Benchmark-adjusted return Four-factor alpha

High–Low −0.27 (−0.42) −0.12 (−0.18)

N = 266,956 fund-months; 2,153 funds. Verdict: REVERSED.
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