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A QUICK LOOK AT INDEX VERSUS ACTIVE FUNDS
This Practice Essentials provides a brief overview of the S&P Indices Versus Active
®
(SPIVA ) Australia Scorecard, our semi-annual report on the relative performance of
indices and actively managed funds. This unbiased comparison of index versus active
funds may provide financial advisors with the information they can leverage when
considering the investment goals for their clients’ portfolios.
The SPIVA Australia Scorecard tracks the number of actively managed funds that beat
their comparable benchmarks over one-, three- and five-year timeframes. The scorecard
corrects for a survivorship bias in order to conduct a meaningful study of active retail fund
performance relative to the appropriate benchmark for each peer group.

At least 70% of active
retail funds
underperformed the
benchmark over the
past year.

Most Active Funds Underperformed their Benchmarks
A majority of active funds underperformed their respective benchmarks across all asset
classes studied in the Mid-Year 2012 SPIVA Australia Scorecard (see Exhibit 1). With the
exception of the Australian equity small-cap category, at least 70% of active retail funds
underperformed the benchmark over the past year. The same is true for the three-year
period.
Exhibit 1: Percentage of Active Funds that Underperformed the Comparable Index
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Source: S&P Dow Jones Indices, SPIVA Australia Scorecard Mid-Year 2012. Data as of June 30, 2012. Charts
and tables are provided for illustrative purposes. Past performance is not a guarantee of future results.

Australian Equities: S&P/ASX 200 Outperforms
Over the past five years, approximately 69% of active retail Australian equity general
funds underperformed the S&P/ASX 200 Accumulation index. The portion of
underperforming funds increased to an even larger majority across the one- and threeyear time periods, with at least 72% of active Australian equity funds failing to beat the
index.
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Australian Equities Small Cap: Superior Active Performance
Active Australian equity small-cap funds significantly outperformed the benchmark across
all periods studied in the SPIVA Australia Scorecard . Both the equal-and asset-weighted
average returns of the active fund category far outperformed the S&P/ASX Small
Ordinaries index across all periods studied. Over the past five years, almost 80% of
active Australian equity small-cap funds outperformed the index.
International Equities: Active Underperformance, Large Funds Languish
Almost 90% of active international equity general funds underperformed relative to the
benchmark over the past year. Over both three- and five-year periods, at least 72% of
international equities general funds did not beat the index. The asset-weighted returns of
this category are also converging closer to equal-weight returns for the first time since the
SPIVA Australia Scorecard was introduced in August 2009, suggesting that larger funds
are not performing as well as they did in previous periods.

All active retail Australian
bond funds studied in this
report failed to beat the
S&P/ASX Australian Fixed
Interest Index over the last
year

Australian Bond Funds: Low Survivorship Rates
The S&P/ASX Australian Fixed Interest Index outperformed all retail Australian bond
funds over the past year. Similarly, 92% of funds in this category underperformed the
index over a five-year period, which is also consistent with the poor survivorship rates for
the category. Over the past five years, active Australian bond funds suffered the lowest
survivorship rate across the universe of funds studied in this report, as approximately
30% of active bond funds failed to survive.
A-REIT Funds: Strong Survivorship Rates
The S&P/ASX 200 A-REIT Index outperformed approximately 86% of active Australian AREIT funds over the past year. However, the portion of active funds that underperformed
falls to approximately 65% over a five-year period. Active Australian equity A-REIT funds
had among the highest survivorship rates when compared with the other active
categories covered in the SPIVA Australia Scorecard.

Understanding before Investing
The results of the SPIVA Australia Scorecard show that indices have generally tended
to perform better than retail active funds. However, it also illustrates that there are active
funds that do outperform. Certainly, investors need to take special consideration in
determining which investments are most appropriate for their personal needs and
requirements.
The Nobel Prize-winning professor William F. Sharpe sums it up:
Should everyone index everything? The answer is resoundingly “no”. In fact, if
everyone indexed, capital markets would cease to provide the relatively efficient
security prices that make indexing an attractive strategy for some investors. All
the research undertaken by active managers keeps prices closer to values,
enabling indexed investors to catch a free ride without paying the costs.
Thus there is a fragile equilibrium in which some investors choose to index some
or all of their money, while the rest continue to search for mispriced securities.
Should you index at least some of your portfolio? This is up to you. I only
suggest that you consider the option. In the long run, this boring approach can
give you more time for more interesting activities such as music, art, literature,
1
sports, and so on. And it very well may leave you with more money as well.
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Exhibit 2: Percentage of Funds Outperformed by the Index
Fund Category

Comparison Index

Australian Equity General

S&P/ASX 200 Accumulation Index

Australian Equity Small-Cap

S&P/ASX Small Ordinaries Index

International Equity General

MSCI World Ex Australia Index

Australian Bonds

S&P/ASX Australian Fixed Interest Index

Australian Equity A-REIT

S&P/ASX 200 A-REIT Index

QTR (%)

One-Year
(%)

Three-Year
(%)

Five-Year
(%)

72.59
16.00
84.25
90.32
93.59

72.73
15.79
88.37
100.00
86.42

81.12
20.73
80.99
75.76
88.37

69.01
20.78
72.92
92.11
65.12

Source: S&P Dow Jones Indices, Morningstar. Data as of June 30, 2012. Charts are provided for illustrative purposes. Past performance is not
a guarantee of future results.

Exhibit 3: Survivorship
Fund Category

No. of Funds at Start

Survivorship (%)

262
75
127
31
78

93.51
94.67
95.28
100.00
93.59

265
76
129
31
80

92.45
93.42
93.02
100.00
91.25

286
81
141
33
85

84.27
83.95
83.69
84.85
85.88

282
76
143
38
85

81.56
82.89
76.92
73.68
82.35

QTR
Australian Equity General
Australian Equity Small-Cap
International Equity General
Australian Bonds
Australian Equity A-REIT
One-Year
Australian Equity General
Australian Equity Small-Cap
International Equity General
Australian Bonds
Australian Equity A-REIT
Three-Year
Australian Equity General
Australian Equity Small-Cap
International Equity General
Australian Bonds
Australian Equity A-REIT
Five-Year
Australian Equity General
Australian Equity Small-Cap
International Equity General
Australian Bonds
Australian Equity A-REIT

Source: S&P Dow Jones Indices, Morningstar. Data as of June 30, 2012. Charts and graphs are provided for illustrative purposes.
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Exhibit 4: Equal-Weighted Fund Returns
Index/Peer Group

S&P/ASX 200 Accumulation Index
Australian Equity General
S&P/ASX Small Ordinaries Index
Australian Equity Small-Cap
MSCI World Ex Australia Index
International Equity General
S&P/ASX Australian Fixed Interest Index
Australian Bonds
S&P/ASX 200 A-REIT Index
Australian Equity A-REIT

QTR (%)

One-Year
(%)

Three-Year
Annualized (%)

Five-Year
Annualized (%)

-4.68
-5.62

-6.71
-7.58

5.65
4.29

-4.00
-4.27

-15.30
-10.54

-14.61
-7.15

3.39
11.22

-8.89
-3.47

-3.83
-5.38

0.10
-3.63

3.01
1.22

-6.10
-7.22

4.78
3.86

13.09
10.35

8.91
8.28

8.51
7.20

8.76
7.96

11.04
9.83

12.27
11.02

-12.26
-12.85

Source: S&P Dow Jones Indices, Morningstar. Data as of June 30, 2012. Charts are provided for illustrative purposes. Past performance is
not a guarantee of future results

Exhibit 5: Asset-Weighted Fund Returns
Index/Peer Group

S&P/ASX 200 Accumulation Index
Australian Equity General
S&P/ASX Small Ordinaries Index
Australian Equity Small Cap
MSCI World Ex Australia Index
International Equity General
S&P/ASX Australian Fixed Interest Index
Australian Bonds
S&P/ASX 200 A-REIT Index
Australian Equity A-REIT

QTR (%)

One-Year (%)

Three-Year
Annualized (%)

Five-Year
Annualized(%)

-4.68
-5.28

-6.71
-7.09

5.65
4.45

-4.00
-3.80

-15.30
-10.00

-14.61
-6.02

3.39
11.62

-8.89
-3.03

-3.83
-5.21

0.10
-2.97

3.01
1.05

-6.10
-5.02

4.78
3.94

13.09
10.94

8.91
8.77

8.51
7.63

8.76
7.60

11.04
9.76

12.27
11.06

-12.26
-12.22

Source: S&P Dow Jones Indices, Morningstar. Data as of June 30, 2012. Charts are provided for illustrative purposes. Past performance is not
a guarantee of future results

For more information on the SPIVA Scorecard, please visit:
www.spindices.com/resource-center/thought-leadership/spiva
S&P Dow Jones Indices for financial advisors: www.spindices.com/aussieplanner
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DISCLAIMER
Copyright © 2012 by S&P Dow Jones Indices LLC, a subsidiary of The McGraw-Hill Companies, Inc., and/or its affiliates. All rights reserved.
Standard & Poor’s, S&P, and SPIVA are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”), a subsidiary of The
McGraw-Hill Companies, Inc. Dow Jones is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have
been licensed to S&P Dow Jones Indices LLC. Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written
permission. This document does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, S&P or their
respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones
Indices is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in
connection with licensing its indices to third parties. Past performance of an index is not a guarantee of future results
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments
based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other investment
vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P Dow Jones
Indices makes no assurance that investment products based on the index will accurately track index performance or provide positive investment
returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation regarding the
advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment fund or other
investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are advised to
make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such funds, as
detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or other investment
vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the impact of any tax-exempt securities
on portfolios and the tax consequences of making any particular investment decision. Inclusion of a security within an index is not a
recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public from sources
believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, model, software
or other application or output therefrom) or any part thereof (Content) may be modified, reverse-engineered, reproduced or distributed in any
form by any means, or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The Content
shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively
“S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Dow Jones
Indices Parties are not responsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. THE
CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE
UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall
S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of the Content even if advised of the possibility of such damages.
To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P Ratings Services reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole
discretion. S&P Dow Jones Indices, including S&P Ratings Services disclaim any duty whatsoever arising out of the assignment, withdrawal or
suspension of an acknowledgement as well as any liability for any damage alleged to have been suffered on account thereof.
Affiliates of S&P Dow Jones Indices LLC may receive compensation for its ratings and certain credit-related analyses, normally from issuers or
underwriters of securities or from obligors. Such affiliates of S&P Dow Jones Indices LLC reserve the right to disseminate its opinions and
analyses. Public ratings and analyses from S&P Ratings Services are made available on its Web sites, www.standardandpoors.com (free of
charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via
S&P Rating Services publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.
S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of their respective activities. As a result, certain business units of S&P Dow Jones Indices may have information that is not available to
other business units. S&P Dow Jones Indices has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities,
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive fees
or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate, include in
model portfolios, evaluate or otherwise address.
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