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Benchmarks

Play an important role in evaluating portfolio performance

Represent a basket of investments
or risk factors that correspond to A comparison to a passive version
the portfolio or strategy

Equity: S&P 500 Index
Indexes are most popular
SEERNTEE Bonds: U.S. Aggregate Bond Index
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Benchmarks should be ...
. Known constituents / factors and
Unambiguous :
weights

represents holdings that an investor
Investable : :
can purchase in the market or easily.
Measurable Can be calculatgd fawly ea§|Iy and
frequently; Priced Daily
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Properties of a Effective Benchmark

In-line with the portfolio's investment

APACIPITEE strategy or style

Past returns of the benchmark should
be available

Specified in Advance Chosen before the evaluation period
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Availability of historical data
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Types of Benchmarks

Benchmarks can come in many forms ...

Most widely used. Widely available,

Indexes :
investable and measurable

Absolute A return objective

Universe of Managers Peer group
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Types of Benchmarks

Examples: Growth, Value, Short

Style Indexes Duration, Credit Quality

Matches systematic factors of
Factor-based :
Investment strategy

Multiple indexes, weightings and
groups of holdings

Custom Benchmark
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