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day course presented by the New manager's skill. - Except in rare
York Institute of Einance and cases this cannot be done by using

published benchmarks (S&P 500,
Russell 1000 Value, etc.). Despite
this fact most (even many
Styleabvisor users) plan sponsors,
consultants and money managers
insist on using such inappropriate
market benchmarks to hire and fire
managers. Since this is the crux of
Styleabvisor, | recommend to all
of our users that they read this
article and be prepared to offer
their comments, pro or con, at our
New Staff Additions upcoming User’'s Conference in
Lake Tahoe.
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The primary purpose of style analysis Graph1

is to determine how much of 4 Basic Style Analysis -
manager’s returns are systematic Manager Style

result of the market and style) an| Large May 1998 + Fidelty Equity-Income

how much of the returns can b O Russell Generic Comers
attributed to manager skill. Systemati rvalue rgrowth

returns make up the blended sty] 1o 0

benchmark irstyleabvisor. The +

returns representing the manager
skill are the excess returns over th
style benchmark. The stylg
benchmarkis aninvestable portfoli a0k
that could be passively replicated
sinceitis acombination of the fou

Russellstyleindexesand T-bills. Th| S5 2 Growth
topic addressed here is whether
not you can do a more detaile@raph 1isastyle map of the Fidelityyver the blended style benchmark is
analysis ofamanager’s excess retur&sjuity Income Fund. Inthis case, th&.82%. Therefore, the manager’s
in Styleabvisor. Some have manager has obviously made the beictical bet for the smaller size and
suggested that we can break thteat small stocks would do bettefess value (“timing”), costs the
excessreturns into two componentthan large stocks and that a portfolimanager -1.10% annually (.72% -
One component that measures lass valuey than the Russell Large.82%). Excess return attributed to
manager’s “timing” and another forValue would also do better. This cagtock selection is +1.82%. Given
stock selection. Except for asmalbe seen in the Asset Allocatiorthe assumptionsthatwe have outlined
percentage of specific cases | arnalysis (Graph 2), comparing thdn this case the manager’s stock
skeptical of this for reasons | willfundtothe Russell Large Value Indexselection has overcompensated for
explain. First, letme explain how taGraph 3 shows the manager’s excetiseir poor style bet — the manager
do this witlStyleabvisor. return over the Russell Large Valu@as beaten its benchmark by .72%

o Indexto be.72%. The excess retursmnually.
“Timing” isameasure ofamanager’s Graph?

style bets away from a state T
benchmark. The benchmark can b Asset Allocation Analysis

either a generic market or styleg May 1998

benchmark, or it can be a blende : B Fidelity Equity-Income

style benchmark.For our discussion r2growth @ Russell 1000 Value Index
let's say thata clientand a manage L - — - _ -
agreeinadvance thatthe managern a1, 215

benchmarkisto bethe Russell Larg B |
Value Index. Let's also assume it is (qro ol 47
fully understood that any style bet thé | |
manager takes, eitherin size or valug
growth away fromthe Russell Index
becomes atactical bet onthe part
the manager.In this context, we’ll| sb3mt

take asthe managerthe Fidelity Equit 0% 25|% 50|% 75|% 100%
Income Fund.

0.0

r2value r2growth

rvalue

12.3
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Basic Style Analysis

Zephyr Style Advisor: Zephyr Associates, Inc.
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Performance Table
In-Sample Analysis: December 1978 - May 1998. 233-month window. A single optimization.
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ortfolio Performance,

vs Style Benchmark

vs rvalue

Annualized Standard
Return | Deviatio

Annualized
Excess
Return,

ICumulativg
Excess
Return,

nformatioisignificanc
Ratio, % evel, %

enchmarkAnnualizedCumulativelnformatior _iEIIilil,al 1C
Turnover | Excess Excess | Ratio, % evel, %
Return, | Return,

Fidelity Equity-Incom¢

18.48 12.71

1.82

700.31 0.55

98.78

6.34 0.72 299.40 0.17 77.37

in some of the style indexes. Look at
Graph 4, which shows a rolling 3-
year history of this fund. | seriously
doubt that over the past 18 years a
tactical betwas consistently made on
smallsize. It'smuch more likely that
this style represents the manager’s
process.

A more sophisticated way to do this
type of attribution analysisisto use
the blended style benchmark
computed byStyleapvisor (one
computation), rather thanthe Russell
Large Value Index, asthe manager’s
benchmark. Let'slook atthe results
using the blended style benchmark
(61.4% Russell 1000 Value, 21.5%
Russell 2000 Value, 4.7% Russell

The key point is the manager'sstyle differs from the style of theqqg0 Growth and 12.3% T-bills) as
agreementthat any style differencpublished marketand style indicesp, o manager's benchmark.The
betweentheir portfolioandthe Russelh the example, the smaller size isnanager's “timing” is now the
1000 Value represents an activgpical ofamanagerwith aweightingdifference between the return of this
investmentdecisiononthe managerscheme that is closer to equalenchmark and the rolling window
part.Idon’tthink thisis very realistic. weighting than cap weighting. Areturn.The active decisions by the
Mostmanagersdon'tmake suchbetfaanager may also have sommanager are the short term style
Typically, they have a process thadiversification rules thatwill notallow changes around their “normal
leads to a particular style —and thabr the very large sector weights foungortfolio”(blended style benchmark).

Graph4

Zephyr Style Advisor: Zephyr Associates, Inc.

Growth

+ Fidelity Equity-Income
[0 Russell Generic Corners

Basic Style Analysis
Manager Style
December 1981 - May 1998
Large
rvalue rgrowth
1.0f O U
0.0
r2value r2growth
1.0f O U
Small . .
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Inthis case, the manager has beaten
the blended style benchmark by
1.82%. They have outperformedthe
rolling 36-month benchmark by
1.64%.The manager’'stimingis the
difference: +.18%.

Whathave we done?We defined the
manager’s benchmark as the single
computation blended benchmark,
which accurately described the
manager’s style over some period of
time. The rolling 36-month period
results represent the manager’'s
tactical timing away from this
benchmark. The advantage of this
approach is that we don’t use the
Russell 1000 Value Index (which
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wasn’t a good benchmark for theloing a poor job of stock selectionan equally weighted portfolio with
manager to begin with). In our example, neither the Russefiector constraints. All of that, plus

Although using the one computation_arge Value Index nor the S&P 5041€ trading and bookkeeping, can be
benchmark may be animprovemenindex should be used—neither is 8overed for a very small_ passive
there is still the question of whethegood benchmark for the Fide”tym.ana‘gementfee or O!One mternally
the managerismaking active decisiorBquity Income Fund. Yet manyWith little staff and inexpensive
on a tactical (short-term) basis tenanagers would agree to eithetoftware.

change their style.If youtried to tellbenchmark. Maybe managers war securities based benchmark can
themthey had achieved some excegeor benchmarks so that in toughe constructed and maintained as a
return or costto the fund by their styléimes they can always fall back on thpassive replication of this manager’s
timing bets, I think most managersamous cliché, “My style is out of process—except for the manager’s
would look at you like you had twofavor”. actual security analysis and
heads. More on Benchmarks selection.Thisbenchmarkreflectsthe

The onlytime this type of attribution|fime and money are absolutely ndnanager's style interms of average
analysis is appropriate is when thgpject, | believe the best way t0 - > 2" and value/growth (based
manager and client have agreed igeate a benchmark foramanager s, theirfundamental screening) and
advance that the manager woulgh meetwith the manager, have ther\ﬁ\”” also be somewhat similar, but

make these kinds of timing decisiongy | ain their investment process in . identical, tothe portfolio’s typical

and the manager is to be helgetyi then buildapassiveportfolios’ector weights.Any excess returm

accountable for these decisions. Pag replicate that process. What can - this benchma,rk therefore
ofthe problemwiththewhole questiombe replicated by such abenchmark [§1 ccts the manager's skillin such
of benchmarking has to do withwhaghe manager's skill security analysis and selection.

| see as a cavalier attitude onthe part Remember, | said: iftime and money
of managers-they acceptalmostariyet's say a manager tells you thajere not a consideration. But, of
benchmark they are given. Théheyscreenthe universe ofstocksfeioyrse, they are. (When | was a
subject of benchmarking is of littlestocks with a cap size in a Certaiﬁartnerin amoney managementfirm
interestuntilthey are underperformingange. Then those stocks arge had such a benchmark
their assigned benchmark and iscreened for various fundamentalonstructed for one of our products.
jeopardy of being fired.Then theyfactors (PE ratio, price to book;qthe bestof my recollection, itcost
suddenly starttopay attention. earnings,growth,etc.)ingpoyt $10,000 and took several

Amanager should never be able tBrédetermined ranges. From thahonths to construct, and had similar
say'l am not doing well because Universe of stocks they selectthosgaariy maintenance costs.) | believe
my style is out of favor”. That theirsecurityanalystsratethehigheshe plended style benchmarks
statement in itself says that the @nd buildaportfoliothatis equal oistyeapvisor creates capture 95%
manager is not properly closetoequalweighted, withnomorg, more ofthe informationinsucha
benchmarked Why? Because thethan 10% in any economic sectorgetajled securities based benchmark,
assigned benchmark should refled!l thatcan be done passively with ity jess than 1% of the cost and
the manager’s style. Ifthe manager$€Curity database and a computektort, | also believtyleapvisor's
style is not doing well, then the€Xcept for the actual selection ofenchmarks are particularly suited
benchmarkwon'tdowell, butaskillful Stocks based on the security analysigyy |arge institutional managers with
manager should still look good on thé€commendations. Selectioniswhage|| diversified portfolios whose
basis of excessreturn. The only reas@ aCtive managementfee pays fo§tyjes can be described very well
amanagerwouldn’tdowell vs. theiCertainly notfor screening adatabasgigh out-of-sample B by some
benchmark (as long as their style i fundamentals or cap sizes. Noggmpination of the Russell style
consistent) is because the manage@&e YOu paying an active fee to builghgexes and T-bills.




The Advisor Vol 24 July 1998
|
Let's ook at this a different way.A underperforming your benchmarkcause the manager to change that
manager is a bottom up stock pickdrecause of a size bet you didnprocess, or you are hiring a
and has noinsights astowhatstyle, believe inthe first place? If you reallymanager that you are ultimately
terms of value, growth and size, willare a good stock picker, you shoulgoing to fire at the wrong time.

do well over the near term (severabe able to build a cap weightedn my opinion, the best way to let
years). The manager’s expertise igortfolio thatwill outperformthe capmanagers manage money the way
strictly in finding undervalued stocksweighted benchmark. they want (not force themto become
where the current stock priceSo what happens in the real worléthdexers),and not to fire good
understates the future growth of theshen a manager is told that he or shreanagers because their styles are out
company.Themanagerishiredbyas held to a specific benchmarlof favor, is to build a benchmark
institutional account and given theselected by the client? One of twbased onthe their process. Andthat's
Russell Large Value Index as &hings happens.If the managegxactly whaiStyleabvisor does.
benchmark.| believe the manageselieves my thesis, the manager will he plan sponsor can then hire and
would be foolishto do anything othechange their process to conform taveight managersin such away that
than build an enhanced index funthe benchmark, become a closehe aggregate of all the managers’
indexedtothe Russell Large Valueenhanced indexer, and build atyle benchmarks adds uptothe plan
Why? Inadvertent style betswillhaveoortfolio that, style-wise at leastsponsor’s overallbenchmark (e.g.,
a much bigger impact than stockooks like the benchmark. The restahe Russell 3000).

selection over a 4 to 5 year periothe managers (probably the majorityere is a good example of the
(the time horizon mostinstitutionalwill say “| don’tcare whatbenchmarkproplems that occur when you try to
clients give managers to perform)you give me.I'll manage the moneyse an inappropriate benchmark. |
Consequently, evenifamanageristae way | want, and beat anyys; finished reading the Tweedy
great stock picker there is a verppenchmark”. This is the cavalielgrowne American Value annual
good chance that any inadvertergttitude | mentioned earlier. It isyeport. | don’t know the people at
size or style bet could wipe outangxtremely naive for a manager tqweedy Browne but | suspect they
positive stock returns. Why would ahink their stock selectionis sogoogye in the second category of
manager who understands this takecould more than make up for thenanagers above. They have away of
chances when they could build geturnsfrom systematicfactors (stylgnanaging money thatthey are going
portfolio thatlooked very muchlikesize) over short (several yearsydo regardless of what benchmark
the benchmarkand counton superigreriods of time. | contend that Nngynyone gives them, and are dedicated
stock selection to add enough alphmatter how skillful, such managers/ajue managers.

to keepthe busmess? Note_ thatitere doome_d Fo be fired by all butthe, good portion of this most recent
the benchmark the client gives thenost sophisticated plan sponsors. gnnual reportis an attempt to explain
managerthgt causes the managertzky, thgy may re.ta.un the busmesa/hythey have underperformed the
ghange their process to look mor&)rsomet|r_ne—|f_the|rmadvertentstyles &P 500. If their mutual fund
like the benchmark. betsworkintheirfavortomakethem . .o chad aproperunderstanding

Another example: You are amanagépOk 900d. Butit's only amatter of o ho chmarking this would be an
whose process typically is to build! M€ before such style bets work oo ssary discussion. The imethey
somewhat equal weighted p0m0|i0§g§|nstthem andtheyhavea SENOH3ve spenttrying to explainwhy they
butthe clientgives youacapweighteB€iod of underperformance. differ from the S&P 500, they could
benchmark. Itonly makes sense forhese lastremarks should cause somse to explain why and how they
youto change your process and cagntroversy. Let me reiteraligiou  have beenable to add value through
weightthat portfolio. Unless youthinkgive a manager abenchmark that their superior research and stock
small stocks are going to do welldoes not reflect the manager’s selection.

why would you take the risk ofprocess, then you are going to
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TheStyleapvisor style analysis and Graph5

benchmark Shown in Graph 5 i BaSiC Style AnalySiS Zephyr Style Advisor: Zephyr Associates, Inc.
29 5%smallvalue, 53.8%large valug Manager Style Asset Allocation Analysis
: ! ' . May 1998 Tweedy, Browne American Value
7 . 1% Iarge grOVVth and 9 5% T'bl”S Large ; ;ﬁ::gﬁélzrsg?ce&n:s;ﬁan lalue W May 98
Becausetheirstyleisvery consiste| | | e rarowth daroutn
this doesn’t change much even wit . -
therolling windowas shownin Grapl °° 2valve
6. So let's examine their singlg .o “&"° o —

computation blended stylg,.,
benchmark. Notice how thg vewe o oo 10 cown

growth

benchmark broadly defines thg rvakie sa.8%
manager’s process. Itadjusts forthe -
smaller size by putting 29.5% sma Losmio N 0.5%

0% 25% 50% 75%  100%

value intheir benchmark. Although
very much avalue manager, they a

slightly less valuey than the Russell Graph 6
Sty|e mdexes SO they also have 7 1 Basic Sty|e Ana|y5is Zephyr S.tyle Advisor: Zephyr Associ?tes, Inc.
large growthintheirbenchmark. The Manager Style Asset Allocation Analysis
. December 1996 - May 1998 Tweedy, Browne American Value

also have lower risk or lower betgia, + Twesty rowne Amercan g6 o Ruseell 2000 Growh ind
than any combination of the Russe alue ot | e = Russal 000 Crown

. 1.0 a [m} usse alue Ind¢g
Style Indexes so they have 9.5%i N @ Salomon Bros. 3-month
T-bills. 00 -

Tweedy Browne is not making & .o ™8 | 5"
tactical short-termbetaway fromth(_
S&P 500. Their mid-cap value stylg vewe -0 00 10 Grown
representstheir process (buyinglo
price to book and low PE valug
stocks). Idon’tneed to pay Tweed

Browne amanagementfeetoinve ol — .
. . ec ec a
in mid-cap value stocks. Infact, I ca ’
_repllcate. thelr style passively byl Graph7
InVeStlng in Index funds (29-5% Smal Basic Style Analysis Zephyr Style Advisor: Zephyr Associates, Inc.|
Value 53 8% |arge Value etC ) Whi Performance / Cumulative Excess Return
1 * ! e In-Sample Analysis
| can’treplicate is the excess retur - — Tweedy, Browne American Value

— Style Benchmark

they provide over the styleg ~ S&P 500 Total Returns

benchmark that represents the
research, experience, skill, etc. Gray
7 shows that excess return amour] |

to an annualized 3.56% net of fee B e e e e e T e

Properly benchmarked with NN LN N .
Styleabvisor, we can say that therg

is a high probability (95.29% portolo Performance, vs Style Benchmark vs 5P500
significance factor) that this e e e G e S R QT G g
pe rformance and the 1.01%ueey.someaneicpneszo | s 356 | 3064 | 101 | 9520 | 594 | -069 | -633 | 013 | 6028

informationratiois achieved througt
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skillratherthanluck. A naive investorUsing the Tweedy Browne Americanthat, outperformning by 356 basis

using the S&P 500, would say tha¥alue Fund as an example, imaging@oints annually. We have more than

they see no evidence of skill in a the following dialogue between ajustified our fees."

.13% information ratio to the S&Pmutual fundinvestor and the manageAs a client, which answer gives you

500. ofthe fund. more confidence thatyou made the
| know what some readers will bdiutual Fund Investor: “l have * rightdecisionin hiringa manager?

thinking rightnow, soletme anticipate?VN€d the Tweedy Browne with thefirstresponse, youare being
the question. Would you expect thig, Merican Value Fundsinceinceptiono|d that you may have to wait 10 or

or any other skillful manager, 1o(4 years and 5 months). | wouldzoyears tofind outwhetheryou have
eventually outperform the market3'aV€ made more money if | hadnade agood decision. Inthe second
Of course. If Ididn’t, Iwould buyan investedinthe Vanguard S&P 50Qesponse you are told that you have
S&P 500indexfund. | believe, inthe "d€X FUNd (23.86%vs. 23.30%)."made a good decision and it is

long run, that all these styles WillManager — probable response  sypported with factual material.

]

converge and end up doing aboutth&/€ Pelieve thatover thelong termag s manager, which response would
same as the market. But over th@Ur Styleofvalueinvestingwillbeat, o, rather give? “My style is out of
short run (upto 10years), there will '€ market. Overthe past 42yearg, o Trustme. Justgive me afew
be huge differences (see the Table € Nave had amarketwhere largg, e vears and you will see.”, orthe
page 8).Itis exactlythese difference%tOCkS have outperformed smalleqqng response above?

thatwe are trying to neutralize wittP1OSKS: Our portfolio cap size ils'ANouIdn’t you love to have the
our blended style benchmarks. considerably smallerthanthe S& hat has b db
500."(translation: “Our style has beerf"ON€Y that has been wasted by

investors firing skillful managers

Here is another comment | believeManager —betterresponse“The ~ @nd hiring unskillful managers
mightgetfrom the Tweedy BrownesS&P 500 is not an appropriate®&cause they weren't properly
of the world. “We use the S&P 50tenchmark to use for our fund ovePenchmarked?
because we believe that valusuch a short period of time. TheStyleabvisorhas beeninexistence
investing is a superior style and ovestocks that we buy are much mor@ow for more than 6 years. For 6
along period it will outperform the value oriented and the cap size igears sponsors, consultants and
market, whichis our goal.” (I don’t muchsmaller. Our styleisdeterminesnoney managers have had the
wantto debate now whether value isore by our process, the way weability to build customized
superior to growth, but will simply build portfolios, than any short-termbenchmarks for managers cheaply
commentthat|am sure most growttactical decision on our part. Youand efficiently. | am dismayed by
managers would make the same tyggew when you hired us that these¢he fact that so many (including
of statementabout their style. Afteare the kinds of stocks thatwe wouldnany of our clients) still insist on
all, why would any manager have &uy. You knew that we were moreusing inappropriate benchmarks
style they thoughtwas inferior over af a mid-cap value manager and ouo hire and fire managers. | have
long period oftime?) Thisisirrelevanportfolios would look nothing like purposely made statements in this
to the issue of benchmarking. If khe S&P 500. We also told you thatarticle that | hope will provoke a
believe that value is a superior styleecause of our experience and expetialogue. We will have at least a
over the long haul, then why don’t research capabilities thatwe wouldbne hour session at our User’s
justbuyavalue indexfund (whichwilldo a superior job of stock selectiorConference at Lake Tahoe in
also outperformthe S&P 500)? The@nd outperform any reasonable&September devoted to this subject.
real issue has to do with whether dsbenchmark thatyou constructed thathope to have a panel of sponsors
not | am getting my money’s worthrepresented or replicated our styleand consultants with some diverse
by paying anactive managementfeglsing ouiStyleabvisor blended view, and also hope we get lots of
style benchmark we have done justudience participation.

outoffavor.”)
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Does Performance  should look growthy in

Influence Sty|e’? Styleabvisor and the growth

Here is acommentthat | have hearg@nagers shouldlook valuey. Th
anumberoftimes since we developd!0Wing graphs and tables sho
Styleabvisor. “If | am a growth thatthis was not the case.
manager and | am doing well whe§sraph 8 compares the performande Ifyou haven'tchecked outou
growthis outoffavor, I'lllooklike a oftwostrong performingsmallgrowthy - web site recently, do so. Itha
value manager iBtyleapvisor.” funds to the Russell Small Growtl}  received atotal face-lift, mainly
There is this mistaken idea that andRussellSmall Value Indexes. As through the efforts of Dirk
manager's value added or alphawilfou can see, over these 4 years, Hobman. We have evenadd
change orinfluence style. Thisis ndhese funds perform much more i anew on-line technical suppo
true. Would a good performinglinewiththe RussellSmallValueIndey section. Each monthwe put

Zephyr's Web Site

I

Japanese manager look like a U.$hanwith the Russell Small Growt

anew“Tipsand Tricks”. Whil

manager because their rate of retutndex. Graph 9 shows that thesg you are there, makeitapoint

over the past 5 years was similar tsmallgrowth funds doindeed sho
the return from U.S. stocks? Noupasgrowthfundsin StyleAdvisor-

check out other financial site
and the link that we have wit

the Research Resources |n
Finance. This site haslinkst
the web sites of the variou
financial journals, institutional
~ and personal working paper
sites, the finance profession,

They would look like a Japanesélespite the factthattheir 4 yearra
manager with a big alph#’s the of return was much closer to that
pattern of monthly or quarterly ~ the Russell Small Value Index.

returns, notthe rate of return that Graphs 10-15 similarly show tha

determines style. Bill Sharpe 4nnyalized returns do notdetermin
cleverly called thls“manager’strack%twe_ In Graphs 10 and 11 we se

inthe sand”. The only exceptiontq,, poor performing value funds research centers, and moreg
this mightbe acase wheretherewel,o<e returns were closer to the hundredsofwebsitesofintere
few observations, so a couple 0§41 Growth Index, but still show toinstitutional investors. The
unusual returns mightinfluenceth%passmauvalue Graphs 12and 13 siteis maintained by the Journ

style. show two good performing larg of Finance. Check it out.
Toseeifl could find any validity to growth managers. Finally, Graph

thisargument, | examined some actua and 15 show two poor performin
mutual fund performances. Becausgrge value funds.

itis the period ofthe Iargestdisparit){ could not find one case where the

hetween valuc_a and g_rowth, ! Chosﬁwanager’s performance orannualized
the 4-year period ending Decemb%

te of return changed its style.
1984. The following table g y

demonstratesthis.

Doing several scans, my goalwas
find good performing growth funds|
that had annualized returns closer
the value indices. Similarly, lwantec
to find poor performing value funds
whose returns were closer to th
growth indices. If there was any
validity to the argument that alpha
affects style, the value manager

e

5t

=

Table 1

o

Style Indexes Ann. Ret. - 4 years endin_g Dec 1984

Russell Lar ge Value
Russell Lar ge Growth

14.47%
5.25%
20.28%
2.65%

Russell Small Value
Russell Small Growth
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Graph8 Graph9
These Small Growth Managers Performed Like Small Value Managers [These Small Growth Managers Performed Like Small Value Managers
Performance Manager Style
" In-Sample Analysis L December 1984
%0 — Russell 2000 Growth Index EIRS 1+ Dresdner RCM Growth Eq
— Dresdner RCM Growth Equ + WPG Tudor
— WPG Tudor wval rarowth O Russell Generic Corners
— Russell 2000 Value Index aue gre
1.0+ O
0.0
Small Growth Ind +
‘_ma o naex r2value ngrowth
-1.0F
T T SN TN Y SN SN N SN SN SO SN SR O | Small 1 L
Dec 80Jun 81Dec 81Jun 82Dec 82Jun 83Dec 83Jun 84Dec 84 Value -1.0 0.0 1.0 Growth
Table 2
Fund Ann. Ret. - 4 yrs ending Dec. 1984
Dresdner RCM Growth Equity 20.91%
WPG Tudor 17.16%
Index
Russell Small Growth 2.65%
Russell Small Value 20.28%
Graph10 Graph11
These Small Value Managers Performed Like Small Growth These Small Value Managers Performed Like Small Growth
Performance Manager Style
" In-Sample Analysis December 1984
° — Russell 2000 Growth Index Large + Amway Mutual
Small Value Index > — Amway Mutual + Anchor Capital Accumulati
— Anchor Capital Accumulatio alue rgrowth O Russell Generic Corners
— Russell 2000 Value Index o~ 0 0O
0.0 ¥
+
r2value r2growth
1.0F
[ R [N TR TR N NN N NN B Small L L
Dec 80Jun 81Dec 81Jun 82Dec 82Jun 83Dec 83Jun 84Dec 84 Value -1.0 0.0 1.0 Growth
Table 3
Fund Ann. Ret. - 4yrs ending Dec 1984
Amway Mutual 5.70%
Anchor Capitl Accumulation 7.99%
Index
Russell Small Growth 20.28%
Russell Small Value 2.65%
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These Large Growth Mgrs Performed Like Large Value These Large Growth Mgrs Performed Like Large Value
Performance Manager Style
In-Sample Analysis Larde December 1984
250 — Russell 1000 Growth Index g 1+ CGM Capital Development
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Table4
Fund Ann. Ret. - 4yrs ending Dec. 1984
CGM Capital Development 18.50%
New England Growth A 17.68%
Phoenix Growth A 19.68%
Index
Russell Large Growth 5.25%
Russell Large Value 20.28%
Graph14 Graph 15
These Large Value Mgrs Performed Like Large Growth These Large Value Mgrs Performed Like Large Growth
Performance Manager Style
178 In-Sample Analysis L December 1984
Large Value Index —pr — Russell 1000 Growth Index arge + Dreyfus Third Century
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Table5

Fund

Dreyfus Third Century
Safeco Equity No Load

Index

Russell Large Value
Russell Large Growth

Ann. Ret. - 4yrs ending Dec. 1984

3.12%
7.14%

14.47%
5.25%
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Manager Presentations

Manager presentations can now be found on our web site. For compliance purposes,

the presentations will be password protected. Only StyleAdvisor clients wh
sophisticated institutional investors will be able to see these presentations. Th
not be available to the general public.

We would like these presentations to showcase analyses done with StyleAdvisc
as style maps, style history, performance statistics). We realize that presentatic
include qualitative information not available using StyleAdvisor, and this
opportunity for managersto presentthataswell. For more information, or if yo
help with such a presentation, call Roma at 1-800-789-5323.
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You can now query the Morningstar database to find which funds are available tF
specific brokerages. A list of brokerages and their codes can be found ir

A New Brokerage Query Field for the Morningstar Datab%e

rough
your

StyleAdvisor data directory in the file ‘msbroker.txt’. . The brokerage codes ar¢ also

available on our web site. Look up the code for the brokerage of interest, then c
query.

To do a scan including only the mutual funds available in the Schwab One &
program, find the code for Schwab One Source in the code file. Then type the

oyour

ource
> code

inthe query box under brokerage, and click apply. The Select From list will thenjshow

only the mutual funds in the Schwab One Source program

\_
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New Staff Addition

Rick Rootsey recently joined Zephyr Associates, Inc.'s senior software develoy
team. Rick graduated from the University of Central Florida (Orlando, FL
December, 1990 witha BSCS. His last position was with Corel Corp. inWolfe
Gilford, New Hampshire where he created graphics applications including CorelF
and CorelCAD. He was also lead team on Bradshaw Football.
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