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Arguments For and Against Active Management 

There are many key points of comparison for portfolio managers: 

Source: Baird 
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Certain Environments Appear Favorable to Active 
Management  

These environments include: 

  

• Top–Down vs Bottom–Up 

 

• Correlations 

 

• Downside Capture 

 

Top performers have a greater probability of beating the benchmarks 
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Efficiency Across the Assets Classes 

The degree of efficiency and excess return varies across different asset 
classes 

Source: Baird 
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Outperformance is Cyclical 

Active and Passive Outperformance Trends Are Cyclical 
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Rolling 3 Year Returns Since Inception 

Source: eVestment 
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Equity Valuations Have Risen Steadily for Six 
Years 
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What does Smart Beta tell us? 
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Smart Beta Works! 
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Breakdown of Portfolio Return 

 

 

Portfolio Return =  

Asset Return – Fees – Transaction – Tax ± Manager Contribution –  Behavioral Effect  
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Examples of Behavioral Effect 

These cognitive biases include: 

 

• Anchoring 

 

• Availability Heuristic  

 

• Confirmation Bias 

 

• Overconfidence 
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Possible Trends 

• Smart beta takes shares from passive management 

 

• Active management learns from smart beta 

 

• Process over collective genius 

• Active managers must do a better job removing behavioral issues 

 

• Active managers focus on: 

• Factor Investing 

• Libertarian Paternalism 
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Appendix 
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Annualized Returns (As of 9/30/15) 

Downside Market Capture (As of 9/30/15) 

S&P 500 Russell 1000 

eVestment - Large Cap Core Universe 
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Max Drawdown (As of 9/30/15) 

Standard Deviation (As of 9/30/15) 

S&P 500 Russell 1000 

eVestment - Large Cap Core Universe 



17 

Sharpe Ratio (As of 9/30/15) 

Sorinto Ratio (As of 9/30/15) 

S&P 500 Russell 1000 

eVestment - Large Cap Core Universe 


