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		Abstract

		This paper decomposes the active U.S. equity mutual funds' value added using 234 public asset pricing anomalies. We find that mutual funds on average lose substantial value through their high exposure to the short legs of accounting anomalies (e.g., investment, profitability, and accrual). This high exposure is largely due to the high correlation between the short legs of accounting anomalies and the long legs of anomalies based on market information (e.g., momentum, liquidity risk, and seasonality). Mutual funds fail in keeping a low exposure to the short legs of accounting anomalies while profiting from a high exposure to the long legs of anomalies based on market information. Further evidence suggests that the negative exposure to accounting anomalies is neither due to fund flows nor career concerns of fund managers. 
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