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Is there skill? What does it look like?

Skill Does Exist
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Despite the headlines, it is our experience
that skilled managers do exist. management
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Skill Does Exist

At Inalytics, we are in the unique
position of having a lot of 6000 -
historical data, we can use for

research. We have a database of

Mean monthly relative returns, of 1,070 unique portfolios
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over 1,000 unique portfolios. 2 40001 223 bpsggi
S 3000

When working with skilled [

managers, going through tough <L 2000

patches, it is important our 1000 -

analytics are relevant,

constructive, concise, and easy 0 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

to understand. We turn data into
information.
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Decision Attribution ‘ DECSIS™

DECSIS™ is our proprietary |
Decision Attribution framework. 1 ‘

It tracks the impact of a ) s ‘
manager’s decisions, allowing us
to attribution performance to
different parts of the investment
management process.

v

This provides insights that are l \
constructive, and resonate with

how the manager thinks and — —— ‘
operates. |
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A Hierarchy of Decisions

Decisions naturally form a With the DECSIS™ summary
hierarchy, or a tree. hierarchy, we can quickly
review a portfolio against a
number of key issues. And
target further investigations.

Each level explores more
granular decisions. The +79
results always sum to the

preVious number. ﬂ
¢ ¢
Year1 Years 2&3 Years 3+ Legacv Price Changes Trades
+64 H _55 H +43 | +19 +95 | -64

Research

Sizing Changes

+31

Annualised alpha since inception, bps
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Two Types of Decision

__Alpha

o 3
Research Sizing

+79 +73

What did they own? How much did they own?
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Industry Findings

On average, Portfolio Alpha is driven by Research. But there is a wide range of results.
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Alpha Left on the Table
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Is there skill? What does it look like?

In this case study, the manager
has experienced flat performance
for the last ~6 years, but that is
not due to a decline in their
research skill.

Research

+107

Annualised alpha, since Jan 2018
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Sizing Saves the Day
In this case study, the manager
appears to know which their best

ideas are. But the majority of their
instruments haven’t performed 5500
well.
1000 -
2
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Annualised alpha, since Jan 2016 2016 2017 2018 2019 2020 2021 2022 2023 2024

SEE SKILL Confidential Material. ©® 2024 Inalytics Ltd. All rights reserved. This material is provided for information purposes only and should not be construed as an investment recommendation or advice. Sllde 9



I N LYT I CS Is there skill? What does it look like?

The Research Process
& Alpha Decay

Returns

How we use DECSIS™ to explore the
research process, and the issue of Time held
alpha decay.

v
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Examining the Research Process

It is commonly observed,
that ideas are strongest

early in the holding lifecycle,
and not much alpha is Research
generated from long-term +244
holdings. :

Overweight
+221
é ® é
Year 1 Years 2 & 3 Years 3+
+110 +33 +16

Alpha Decay

Average results from database, annualised alpha since inception, bps
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Alpha Decay — case study

. . . WHEN ALPHA ACCRUES DURING THE LIFE CYCLE OF THE HOLDINGS
Holding Lifecycle analysis

shows when alpha is

generated, aggregated g 0 A
over all holdings. s \F/J ﬂ\/
<
. . = 1000 ’\'—\W
In this example, there is B
evidence of poor £
continue-to-hold )
decisions. i
Number of months positions have been held
Number of Holdings 237 71 28 16 6
Portfolio Alpha (bps) 1379 20 77 240 103
Average Relative Return (%) 15 20 06 15 -1.2
Average Conviction (%) -0.03 0.02 0.22 023 025
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Alpha Decay - industry findings

Our large systematic studies show that, on

(©
average, ideas perform best early during the o 400
holding. &
As a result, we observe that managers © 300
benefit from introducing new ideas to the =
portfolio. < 200°
“Velocity of Ideas” is similar to Turnover. S 100
We find higher turnover portfolios perform g
better, on average. x5
& o N
“Velocity of Ideas” is the number of new » S
ideas added to the portfolio, as a % of —— Velocity of Ideas, % pa

the average number held at any time.
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Allocation

The Sizing Process
How we use DECSIS™ to explore the I I lI I II

sizing process.

Instrument
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INALYTICS

Understanding the Sizing Process

It is common for managers
to size their holdings
tentatively at first. And not
generate much alpha from
rebalancing decisions.

Inltlal Sizing Sizing Changes

Average results from database, annualised alpha since inception, bps

__Alpha

é

Research
+244
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Summary

e Skill does exist

« DECSIS™ is a novel and powerful framework:

 Connects outcomes to investment process
 Shows the big picture, and enables targeted follow up

* Our research reveals that, on average, managers:
« Benefit from Research
« Accrue most alpha early in the holding lifecycle
* Size new holdings too tentatively

Find out more about our research findings at
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Thank you

Angus Duncan Kate Land
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