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Do Active Asset Managers
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Key Findings

6 Unr ef amLeadué rankings show a clear ability from active asset -managers to add

value compared to benchmarkds performance

However, t his added value may be questioned because of several biases. In the following

study, amlLeague addresses in depth these biases.

The 6 av er aagtwed portfolio manager brings a yearly outperformance. Yet, t his

outperformance depends on the market trend: it is enhanced in case of bear markets;
is weakened but not annihilated in case of bull markets

In (un favourable) case of stagnant equity market s, this added value amounts to
1.6% per year (Europe equity mandate)
through different simulations, proving by the way that the survivor bias can be effici
prevented.

it

This magnitude has been confirmed

ently

This 1.6% annual out per f or mance d el AsseeManafersonoluded & approach.

Much more attractivefigu resar e achi evabl e when adding 6sel
managers .val uebod

With a purely guantitative selection methodology, it is possible to build an active a sset -
management index, amlLeague_Europe 75 © | fully adapted to professional replication:

75 lin es only, quarterly reshuffling, 5 days notice before implementation

Since July 5, 2012, amlLeague Europe 75 provided a 4.8 % annualized spread VS
passive STOXX® Europe 600 benchmark, with a 100% one year outperformances o}

frequency and a 100% 2 year outperformances 6frequency.

Yes, active asset  -managers do create value; and this value can be significantly
enhanced and operationally replicated

2 C t
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Foreword
Asset - managers ability to really add value vs market indices is commonly questioned .
As an example among many, this tweet dated October 2015.
- AlphaZone
92 % des fonds actions zone euro et 87 %
des fonds actions europe ont fait moins
bien que leur indice de sur 10 ans au
30/06/15
Please also refer to a press article in Appendix 1 on a Morningstar Study.
Bashing is easy. Looking into a world of more o r less consistent figures is an other story.

Many pitfall s are often incorrectly addressed

lax assi gnment to the  right asset -class

com parison of portfolio managements referring to totally disparate objectives
and guidelines («  apples and oranges  »)

bi ases such as O6survivor biasb
data referring to the NAVSs of funds, polluted by I/Os, obscure fees model
etc.

For more than 5 years, amLeague has accumulated a unique set of data based on an
undisputable framework, severely controlled, providing independent facts and figures.
For more information, see Appendix 2 .

The hereafter presented study is based ont he flagshi p amLeague mandat e, 0 E
Equi t with & @learly defined investment universe, a strict full investment rule and

other guidelines preventing from a non plain -vanilla portfolio management. See
Appendix 3 .

Anyone, with adequate statistical tools , can, if he wishes, exploit amLeague data which

are public at this stage (see Appendix 4 NDAs between amlLeague and portfolio -
managers). Our process is simple and transparent

1. What do unrefined amLeague rankings say ?

2. What statistical biases = may distort reading  ?

3. Results under accurate data processingeé

4. é confirmed with an additional approach

5. How to capture (port  ability) this highlighted value ?

6. One step further, with selection added -value

www.am -league.com
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1. What do o6unrefinedd amLeague
In the table below, the raw results directly extracted from amLeague database
Table 1: Cumulated performances per period
Cumulated performances
STOXX ® Asset
Period Europe managers Worst Best BesUWorst
ratio
600 average
Since inception * 75.03% 100.14% 66.64% 141.77% 2.13
5Y 53.28% 73.33% 41.29% 112.60% 2.73
4Y 67.72% 75.66% 45.67% 113.38% 2.48
3Y 41.92% 48.91% 29.05% 78.89% 2.72
2Y 17.49% 20.96% 7.68% 40.00% 5.21
1Y 9.60% 13.04% 7.05% 24.39% 3.46

* inception as of June 30, 2010

Comments on Table 1 :

Whatever the analysis period, asset

T h eworgt 1

best range 0is very wide

variety of processes and results. T

Of course,

these figures do

-managers on average beat the benchmark

outperforming on each civil year, as confirmed by the following table

Table 2: Yearly performances

Yearly performances

STOXX ® Asset
Europe managers Worst Best
Year 600 average

2010 14.19% 15.69% 13.72% 17.95%
2011 -8.61% -6.41% -8.93% -0.37%
2012 18.18% 18.51% 6.01% 25.73%
2013 20.79% 22.21% 16.48% 28.06%
2014 7.20% 6.93% -1.59% 15.06%
2015 9.60% 13.04% 7.05% 24.39%

around 3, which

. active asset -management offers a large
he best/worst ratio appears
promising for any professional able to build efficient selection tools

not ensure that asset -managers on average are

is

www.am -league.com
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It is of interest to convert initial direct figures into,

Table 3: Annualized  performances

easier to be read, annualized results:

Annualized performances
STOXX ® Asset
. Performance
Period Europe managers
600 average Spread
Since inception * 10.71% 13.45% 2.73%
5Y 8.92% 11.63% 2.71%
Y 13.80% 15.12% 1.32%
3Y 12.38% 14.19% 1.82%
2Y 8.39% 9.98% 1.59%
1Y 9.60% 13.04% 3.44%

* inception as of June 30, 2010

We consider the 3 year figures as the most significant while offering the best combination

between the number of A

The o6unrefi

sset Managers and the duration.

neddéd conclusion is

t hat

Active asset - managers provide,

1.8%

on average, an annualized outperformance of

Chart 1: Aver age Apsrrancedslacomparedtesbénchmark
4 \
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2. What stati  stical bias may distort reading ?

Survivor bias

The Osur viivteermost popukard( cf. Appendix 5). In fact, it should be divided into
two phenomenons:

- The tendency to leave league tab les because of poor performances: amLeague
population is not exempt of such a behavior

- The tendency to merge a piti able fund into a brilliant fund: this does not exist with
amlLeague, becaus e amlLeague does not deal with funds but notional portfolios,
making such maneuvers impossible.

It will be shown beyond that this bias can be seriously managed: cessation s induced by
poor performances appear in fact easily predictable. amLeague estimated pretty
accurately how long an asset -manager can endure p oor performances (cf section 5
below) : 24 months.

Voluntary bias

Inthe same field, wh at we call t h ecanta egladlya gstiessedv:o | unt ar
amLeague participants are inherently  confident in their process and in the results they

can produce; which is not the case with the common, more or less compulsory, league

tables. We did not try to manage this bias.

Fees bias

We just remind here this re ally problematic bias for most league t ables. This is a non -
issue with amLeague: management fees and, more generally, total expenses do not

create any disturbanc e . The 6 Same Level ruPlrealyi emayres Rataé | d 6

comparability.

Brokerage fees on trades are included at a (rather severe) fee level of 15 bps. No
management fees are registered.

Capitalization bias

The outperformance s &preads v ersu s benchmark are path  -dependent. An example helps
to illustrate: if a portfolio manager produces as of today a 1% outperformance, and then

strictly replicates the benchmark during a 50% bull -market, his final spread will appear
as 1.50% , without any additional merit

www.am -league.com
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This bias has to be addressed because of the very positive trend on equity markets
during the last years (around 70% on E uropean mar kets since December  2011). The
solution lies in  dealing only with monthly data and, if necessary, chaining or combining
monthly spreads instead of monthly performances.

Chart 2: lllustration of Capitalization bias

4
1.50%
1%
Asymmetry bias
It has been often observed that active asset -managers produce better spreads vs
benchmark during decreasing - than during rising -markets. This will be evidenced in the
next step. This bias has also to be addressed .
Chart 3: lllustration of Asymmetry bias
A
Spread
~
~
~
~
TN
~
\ ~
0 Market
Note that, combined with the capitalization bias , itis likely to alter significantly results in
some situations . For instance, if we consider that the above 1% spread was acquired
during a bear market , in a neutral market we could assume it would have been lower.

Thus, th e progression to 1.5% after a 50% bull market with  out any additional added -
value is twice overestimated

www.am -league.com
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3. Results under accurate data processi

Data base

We based our study on the following data:
- amlLeague European equity mandate (starting June 30, 2010)
- all participating asset -managers at December 31, 2015, whatever their inception
date
- monthly outperformance s of their notional account v ersus STOXX® Europe 600
Europe index

The numerical material consists in 881 monthly data, derived from 18 asset -managers.

Distribution of monthly outperformances

Chart 4 : Distribution of monthly outperformances
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It can be observed that these data show a classical statistical distribution, not very far
from a Gaussian one, but not exactly. Average and median differ significantly.

Average Me dian Standard deviation
7,22bp 6,01 bp 125,36 bp
Converted in the common (a nnualized) metrics, the average monthly  outperformance

(7.2 bp) appears at the level of 0.87%.

The high standard  deviation deserves to be pointed out. It shows that outperformance is
far from systematic. P articipating asset -managers post very variable results, due to very

www.am -league.com
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varied processes . Even with the combination of these results on several months (e.g. 2 or
3 year s), outperformance cannot be ensured with a correct confidence level.

Market trend and outperformance distribution

For further analysis, it is interesting to explore the link between these monthly
outperformances  and market trends. Indeed, it has often been said that portfolio -
managers are better able to beat the market in down trends than in up ones. What about

this belief?

The answers lies in a regression of the 881 outperformance (= relative) figures vs the
corresponding performances (= absolute) figures of the benchmark. Of course, for the
same reasons as higher, the R2 will be poor

Chart 5 : Market trend
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X axis: STOXX® Europe 600 monthly %
Y axis: Outperformances monthly %

Nevertheless the point cloud shows a clear trend confirming this belief. The result is:

Monthly outperformance (  bp) = 13.6 bp T 0.0638 * monthly STOXX® Europe 600
performance

and can be converted and rounded in annualized metrics as:

Outperformance (%) = 1.6% - 0.06* STOXX® Europe 600 performance (%)

www.am -league.com
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[llustrations and comments

The 3 hereafter numerical applications hereafter give more concrete substance to this
result:

STOXX® Europe 600 performance = 0% Annualized outperformance = 1.6%

I ndependently from the mar koterthings éaind , aequdl §dhe |
average amlLeague participant (Europe) produces a 1.6% annualized
outperformance

Thisfigure i s not very far from tedule(sedhighe§y 6unr efi nedd

STOXX® Europe 600 performance = 10% Annualized outperformance = 1.0 %
This 10% figure roughly  corresponds to the observed trend on the 5 last

years and may be a reference for long term if you assume such a secular
trend on stocks market.

It can also be observed that 2015 a mwas &xgepeonalowith a 8.404 e 6
average outperformance : with the above formula, the benchmark 10% hike in 2015
should have led to an average outperformance of 1%.

Finally, this 1% figure also brings a strong reference on the subject of how to price active
portfolio -management (management fees) : there is room for management fees, but
reasonabl e ones; preferably in the field of insti
Annualized outperformance = 0.0% STOXX® Europe 600 performance = 25 %

On average, a 25% hike in the stock -market annual performance is

necessary to totally offset active asset -managers added value. Below this

25% limit, portfolio managers add value, even if this value is br ought with a

large st atistical O6noiseb

www.am -league.com
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4. éconfirmed with an additional appr oec

This section is only a matter of verification. The hurried reader may skip.

Noti onal mandat es, under amLeague, start with a a 1
notional accounts under review, the idea is to consider:
- Strategyl : 18 investments with a 4 100 million initi:

18 inception dates (June 2010 for the first portfolio managers, June 2015 for the
last one), on thes e notional accounts

l'ion initial amount

- Strategy 2 : 18 investments with a u 100 mil
STOXX® Europe 600

18 same inception dates, but directly invested on the

benchmark
Chart 6: Methodology of the additional approach
AM 18
Eur Eur
5 million  million
AM 10 2874 2745
. X X
‘ Xb X ‘
AM 1 St 18 970 959
: Stoxx 10 OXX
June 2010 March 2011 Xb X December'2015

The question is: what will be the final valuation, as of 31th December 2015, under

Strategy 1 and S trategy 2 ,whereas t he t ot al invested amount in both
million?
This simulation provides a 1.8% annualized outperformance
Table 4: Results of investment simulation
Average investment duration 4.1 yearg
Total invested amount € Mynn
Strategy 1 (31/12/2015) € HyTn
Strategy 2 (31/12/2015) € HTNP
Profit € MHG|)Y
Total outperformance 7.29
Annualized outperformance 1.89
www.am -league.com
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Such an approach does not make correction of the capitalization bias; this is the reason
why it provides a more attr active result (1.8 %) than the results in section 3 under a
yearly 10% market hike assumption (1%). Results are consistent .

5. How to capture ( make portable ) the highlighted

value?
Portability is a strategic issue for investors wishing to benefit from this added -valu e. At
this stage, ma suvigor nbgps § t thak is identifying and preventing potential
cessations from portfolio managers, is key in order to rea lly capture the above

highlighted value.

Proposal of a policy rule

amLeague tested several identification policies. Statisticians have in mind that selecting
the best policy consist s in arbitrating between two risks:

- Prisk: identifying an asset -manager as destined to leave; b  ut which does not
leave in fact

- Qrrisk: identifying an asset -manager as not destined to leave; but which leaves in
fact

The same statisticia ns know that enhancing P -risk (Q -risk) tends to degrade Q  -risk (P -
risk) and vice -versa; a compromise must be found.

Fortunately, this search for a compromise led amLeague to a very simple decision rule.
Eliminate any asset - manager in situation of under -performance on the 24 past
months

Under this policy rule:

- An asset -manager with less than 24 month track -record cannot be selected , which
seems wise

- According to the available history, 92% of the asset -managers identified via this
test actually left shortly after

- However this rule also eliminates 29% of acceptable asset-managers ( acceptable
= which, as of today, did not leave). But 1) you can fear that they are tempted to
leave, 2) above all , because of their recent poor performances, it does not seem
very penalizing to eliminate them from a selection.

www.am -league.com
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Evaluation of the policy rule

What is the result of selecting amLeague asset -managers with this very simple, concrete
and replicable rule?

Once again, we compared 2 strategies (Europe equities mandate) from June 30, 2012 to
December 31, 2015:

- Strategy A : selecting each month all pa rticipating asset -managers (equally -
weighted), whateve r their past performances

- Strategy B . selecting each month all pa rticipating asset -managers (equally -
weighted), provided they show an outperformance on the last 24 months

Chart 7: Strategy A performance and advanced indicators

Zoom [ 1m[3m [ 6m [YTD[ 1y [ 3y [ 5y [ All | u [ 29/06/2012 | Au [ 31/12/2015 SIS RfCARENNE
Strategy A STOXX 600 NR
178,34 177,06
(15/04/2015) (15/04/2015)

100,00 99,78
(29/06/2012) (25/0712012)

Low
Volatiiité 14,03 15,00
Tracking Error 1,86 nd.
Sharpe Ratio 1,15
IR 0,52

Beta 092

Jan"13 S5ep "13 Jan 14 Mai "14 Sep "14 Jan "15 Mai "15 Sep '15 Alpha 1,93

Max Drawdown

Ratio de Black-
Treynor

- Both strategies (A and B) beat the benchmark
- Comparedto S trategy A, Strategy B offers a 3.5 % outperformance

- Note that this 3.5% figure (1% annualized) includes the capitalization bias.
Without this bias , the corrected figure is 0.6% annualized (see Appendix 7 ).

- With or without capitalization bias, our policy rule is validated

Portable added value

It becomes thus legitimate to evaluate the Strategy B added -value compared to the
STOXX® Europe 600 benchmark. This strategy:

- is simple and concrete

- perfectly meets the criticism of the &urvivor bi as 6

www.am -league.com
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does not embark any discretionary consideration (= is eligible to an active asset
management index, IOSCO and ESMA compliant)

Chart 8: Strateqgy B performance and advanced indicators

—— Strategy B STOXX 600 NR

STOXX 600 NR
177,86

Strategy B
(270S2015)

- 100,00
(29/06/2012)
\olatilité 13,91

Tracking Error 246

Sharpe Ratio

Jan "14 Mai "14 Sep "14 Jan 15

Mz Drawdown

Ratio de Black-
Treynor

The results are:

Table 5 : Outperformance of Strategy B

From June 30, 2012 to December 31, 2015 Strategy B
Historical data on 42 months
Performance of the strategy / index 68.6%
Performance of the benchmark STOXX® Europe 600 59.4%
Total Spread 9.3%
Annualized spread with capitalization bias 2.6%
Annualized spread without capitalization bias 1.6%

-managers participating to the Europe equities

The conclusion is that active asset
year along the 3.5 last years.

mandate added a replicable value estimated to 1.6% per

n @ll A sset Managers included 6approach: we did not
6 s ma& selection process, such as in the

% on the same period)

This out performance derives from a
try to insert any added -value brought by a
amLeague _HERO Europe © index (benchmark + 25

www.am -league.com
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6. One step further, with selection added -value

As asset - managers bring intelligence in their portfolio management, amLeague is able to
bring an a dditional layer of intelligence; and even two layers:

- an agile selection of managers
- afully operational packaging for index replicators

Agile selection of managers

The idea is justto  use, more effectively , the spirit of the policy rule above designated to
manage the survivor  bias. It consists in:

1. considering only asset -managers with a more than 24 month histor y under
amLeague,
2. selecting those of the asset -managers offering the 3 highest 1Y

outperformance frequenc  ies during the last 24 months

3. with a reshuffling  (selected asset -managers) on each calendar quarter + a
rebalancing (frozen portfolio composition) on each month.

Chart 9: HERO Methodology

* HERO stands for Highest Effective Recurring Outperformance

* Methodology:
< Outperformance 12 months

.
|

o Outperformance 12 months
<}

Outperformance 12 months

r
A

D -2Y D-1Y D
The detailed methodology and the resulting active index, known as amLeague _HERO
Europe © index, ar e publicly avail abl e o n httpsoilvwvevam u e 6 s we b

league.com/fr/indices/indices.php

amLeague HERO Europe © index started by construction  (after a 24 months observation
period) on June 30, 2012, and delivered , as of December 31, 2015, a 25% spread
compared to S TOXX® Europe 600 benchmark (84.1% vs 59.4%) . On any 2 years range
from June 2012, it outperformed the p assive benchmark; in 91% of possible 1 year
ranges, it also outperformed the passive benchmark.

www.am -league.com
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Chart 10: amlLeague_HERO Europe®© index performance

amlLeague HERO
Europe &

STOXX 600 NR

amlLeague_HERO Europe © | Europe Equities STOXX 600 NR

189,96 177,06
(02/12/2015) (15/04/2015)

100,00 99,78
(29/0612012) (2500712012)

Low
Volatilite: 13,88 15,09
Tracking Error 354 nd.
Sharpe Ratio

IR

Beta

Alpha

Beta bull

Mai 13 Sep 13 Jan"14 Mai 14 Sep "14 Jan*15 Mai "15

Beta bear
Max Drawdown

Ratio de Black-
Treynor

Outperf. freq. 1M
Outperf. freq. 3M
QOutperf. freq. 6M
Outperf. freq. 1Y
QOutperf. freq. 2
Active share

Source : https://www.am  -league.com/en/indices/index_families.php
These results can be compared to Strategy B (cf section 5 - Portable added value)
Table 6: Outperformance of Strategy B and amLeague_ HERO Europe®© _index
amlLeague_HERO
From June 30, 2012 to December 31, 2015 Strategy B Europe ©
Historical data on 42 months 42 months
Performance of the strategy / index 68.6% 84.1%
Performance of the benchmark STOXX® Europe 600 59.4% 59.4%
Total Spread 9.3% 24.7%
Annualized spread with capitalization bias 2.6% 7.1%
Annualized spread without capitalization bias 1.6% 4.1%
amlLeague selection process adds a 2.5% annualized spread to the 1.6% annualized

spread globally brought by the whole population of asset managers on amLeague

Reducing HERO index for index replicators

amLeague HERO Europe © index e ffectively adds a profitable selection value.
Nevertheless, with currently more than 20 O lines on average, one can judge it does not
constitute a perfect index: a perfect version of an active management index should
ideally include fewer lines, in orderto be as easily replicable as  dominant passive indices
(Euro Stoxx 50 ® , German DAX 30, F rench CAC 40 é).

www.am -league.com
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This is the reason why amlLeague added a second stage in its co nstruction:

- the reduction of the portfolio , aiming for a staff of 75 stocks

- completed with a  freezing of the portfolio for 3 months

- and a time shift , so that the index replicator has 5 days to impl ement any new
index composition

Pertinent construction criteria were:

- provide a market behavior strongly similar to that of amlLeague HERO Europe ©

- not degrade too significantly the previous added values

- incidentally, meet the UCITS constrain ts (such as 5/10/40) so as to be directly
replicable in ETF UCITS structures

Once again, among different reduction methods that we tested , the most direct and
simple appears to be the most efficient against our criteria. It consists in concentrating
the HERO portfolio on the 75 main lines offering the highest weights.

Chart 11: Reduction methodology

Aggregated portfolio of Reduced portfolio to 75
208 securities securities

75 securities
With higher =W1
weights

Higher weights
* (W1+W2)/W1 =W1+ W2

133 securities
With lower =\W2

weights
+ incidental adjustments (5/10/40, etc.)
In order to evaluate this reduction + freezing + shifting process according to the first
criteria (strong market behavior similarity), we ran a clustering process (see Appendix 6 )
on the 20 0+ stocks included in the HERO index + the amLeague_ HERO Europe © index as

a 6singl e +s the wedicedy shited amLeague Europe 75 © index a s a 6singl e
securityé6

Hereunder illustration is based on the HERO index composition dated September 30,
2015. We observed the day  -to-day behavior of each component during the 4 ™ quarter of
2015 (i.e. till next r  eshuffling). Starting from a population with 211 individuals (208

stocks included in the HERO index + amLeague_ HERO  Europe © index itself +
amLeague_ Europe 75 © index + STOXX® Europe 600 index), the statistical software
produces a dendrogram where the 211 individuals are clustered into increasingly
homogeneous gro ups, sub -groups, sub -sub-groups é

www.am -league.com
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Chart 12: Dendogram
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Results are spectacular: they show that, despite the great diversity of individual (stocks)

behaviors, both amLeague HERO Europe © and amLeague_  Europe 75 © appear in
the same sub -group at the finest level . this proves that our
reduction/freezing/shifting pro cess did not introduce any behavior bias

Another very strong result is that you find the passive market STOXX® Europe 600 index
exactly in the same sub  -group:

Chart 13: Zoom on the dendogram

SCH
STOXX.600.NR
amlLeague_HERO.Europe.©
amTeaguefEuroge?S

ODEXQ —
This means that amLeague_ HERO Europe ©  and its  operational  proxy
amLeague_ Europe 75° notonly add valu e compared to the passive index but also respect
its behavioral profile, even at a very high degree of precision S.

This is a very powerful observation

amLeague_ Europe 75 © index really constitutes a profitable (higher performance) but not

deforming  (same market behaviour) proxy of the passive STOXX® Europe 600 index.

Of course, amLeague applied this reduction + freezing + shifting process to the whole
available history .

Chart 14: amLeague_Europe 75 © performance and advanced indicators

amleague_FUrope  c;ivy 600 NR
750
Performances

190,21

High (021202015)

99,09
(120072012)
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Tracking Error 422
Sharpe Ratio 140
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Beta

Jan'14  Mai"14 "-epl"l-i Jan *15 Mai "15 Sep“IS

Alpha

Beta bull

Beta bear

Max Drawdown

Ratio de Black-
Treynor

Qutperf. freq. 1M
Outperf freq. 3M
Outperf. freq. 6M
Outperf. freq. 1Y
Outperf freq. 2Y

Active share

Source : https://www.am  -league.com/en/indices/index_families.php
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Table 7 : Outperformance of amLeague Europe 75© index
amlLeague_Europe
From July 5, 2012 to December 31, 2015 750©
Historical data on 41.8 months
Performance of the strategy / index 83.7%
Performance of the benchmark STOXX® Europe 600 55.7%
Total Spread 27.9%
Annualized spread with capitalization bias 8.0%
Annualized spread without capitalization bias 4.8%
As a conclusion of this section , it appears that the added -value originated from active
asset -man a g er @l Asset Managers included 6 approach) (1) can bejJsubstar
enhanced thanks to an accur ate selection process + (2) be encapsulated into a totally

and easily replicable market index.

Everyone has in mind passive market indices advantages:

- limited number of components

- public information

- not too frequent reshufflings

- time period before implementation

An active asset management index such as amLeague_Europe 750 index:
- provides exactly the same advantages
-+ asignifi cant bonus due to intrinsic active managers added -value + amlLeague

selection process
- With a fully comparable day -to-day market behavior

www.am -league.com
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CONCLUSION

6 Unr ef amLeadué rankings show a clear ability from active asset -managers to add
value compared to benchmarkds performance

However, t his added value may be questioned because of several biases. In the following
study, amLeague addresses in depth these biases.

The O6averaged active portfolio manager br iVvetgthis @
outperformance depends on the market trend: it is enhanced in case of bear markets; it

is weakened but not annihilated in case of bull markets

In (un favourable) case of stagnan t equity market s, this added value amounts to

1.6% per year (Europe equity mandate)

. This magnitude has been confirmed

through different simulations, proving by the way that the survivor bias can be efficiently
prevented.

This 1.6% annual outperformancede ri ves from a o6all A s s eapprodth.n
Much more attractivefigu r es ar e achievabl e when adding O0s
managers val uebo.

With a purely quantitative selection methodology, it is possible to build an active a sset -
manage ment index, amlLeague_ Europe 75 © fully adapted to professional replication:

75 lines only, quarterly reshuffling, 5 days notice before implementation

Since July 5, 2012, amlLeague_Europe 75 provided a 4.8% annualized spread VS

passive STOXX® Europe 600 benchmark, with a 100% one year outperformances
frequency and a 100% 2 year outperformances 6frequency.

Yes, active asset  -managers do create value; and this value can be significantly
enhanced and operationally replicated

(@}
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Appendi ces

Appendix 1 : Morningstar article
Appendix 2 : overview amLeague
Appendix 3 : guidelines Europe Equities
Appendix 4 : NDAs

Appendix 5: Definition

Appendix 6:  Hierarchical clustering

Appendix 7 : How do we expurg ate the capitalization bias from historical figures?
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Appendix 1: Morningstar article

Morningstar lance un outil de comparaison des gestions actives et passives

Erick Jarje26/06/201%

Le fournisseur de recherche et d'indices Morningstdancé le 25 juin le Active/Passive Barometer

afin d'aider les investisseurs a mieux apprécier la performance relative des gérants de fonds
américains par rapport a leurs homologues spécialisés dans la gestion paBaivei les conclusions

de ce premér barométre basé sur des données a fin 2014, les fonds gérés activement ont sous
performé leurs équivalents gérés passivement dans pratiguement toutes les classes d'actifs et toutes
les catégories Morningstar prises en compte dans I'étude, tout partremfiént sur une période de

dix années.En outre, les taux de mortalité des fonds actifs ont été plus élevés. Seule exception a
cette déconfiture générale, les capitalisations moyennes américaines qui ont enregistré un taux de
réussite sur dix ans supériear50%. Les fonds gérés activement a bas colts ont eu plus de chances
de survivre et de surperformer que les fonds actifs a colts plus élevés dans une perspective de long
terme, mais les fonds actifs a bas colts ont des rendements annualisés moyensiisfareux des

fonds passifs en moyenne dans neuf des douze catégMimmingstar. Sur les périodes de trois et

cing ans, 72,9% et 69,7% respectivemelds fonds obligataires a moyen terme gérés activement

ont battu leurs concurrents passifs, ce qut deaucoup mieux que les performances des fonds
d'actions américaines. Dans le secteur des actions américaines, aucune catégorie n'affiche un taux de
réussite supérieur a 50% sur ces périodes de trois et cing ans.
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Appendix 2: amLeague Overview
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