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How We Choose
Portfolio Managers
uppose you want to add more largecap stock exposure to your portfolio,
and you are evaluating a number of
actively managed mutual funds. How
do you choose the right fund?
Most people will compare the recent performance of funds, or
they will look at a fund’s rating, such as its Morningstar rating.
Unfortunately, choosing investments based on past performance
or ratings is often ineffective. Dalbar, a research firm that studies
how investors typically behave, has consistently found that
investors make flawed investment choices, often connected to
their urge to act based on past performance*. In other words,
the typical investor has a limited understanding of performance
drivers and how those translate to a fund’s future prospects.

How We Select Active Managers
Active management can be the most valuable when it’s a
long-term choice: You have to hold a particular investment
through a full market cycle to assess and reap benefit from
a manager’s decisions. With that as a backdrop, we evaluate
active managers based on a range of characteristics:

Qualitative:
The talent and continuity of the management team
The rationale underpinning the fund’s investment strategy
The decision-making process for buys and sells
The compensation incentives for managers

Quantitative:
Long-term track record
Performance in both up and down markets
Risk profile

*https://www.nytimes.com/2019/07/26/your-money/stock-bond-investing.html
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A Preference for Downside Protection
Investors dislike losses more than they enjoy gains. Large losses
during volatile markets can shake investor confidence and lead
to misguided attempts to time the markets. And remember,
the larger the loss, the greater the return required to get back
to even. Therefore, we try to keep pace with the market in up
markets and minimize losses for clients in down markets.
When we evaluate managers, we search for those with
demonstrated track records of delivering strong risk-adjusted
returns across full cycles. We believe that an investor can
outperform with less risk over the long term by mitigating
losses during market sell-offs. We also look beyond standard
performance to clues about a fund’s likely behavior:
For example, upside/downside, capture, style tilts, and
concentration patterns are all useful inputs in that evaluation.
In sum, we try to select managers who can outperform over the
long run with less risk. This helps our investors stay invested
through volatile market cycles.

WHAT IS ACTIVE MANAGEMENT?
Portfolios can be managed passively or actively.

PASSIVE PORTFOLIOS
A passive portfolio is one that simply aims to mimic the performance of
an index, such as the S&P 500, which means limited buying and selling.
An active portfolio is one where the managers are actively choosing
particular stocks or bonds, buying and selling when they feel the trades
are most opportune.

ACTIVE PORTFOLIOS
A truly active portfolio, therefore, is one that is not identical to its
benchmark. It can differ in a number of ways:
•

Sector weights or factor weights

•

The concentration of individual positions

•

Ownership of out-of-benchmark securities

•

Active trades month-to-month
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Working with People’s
United Advisors, Inc.
INVESTMENT
MANAGEMENT
TRUSTS, ESTATES &
CHARITABLE PLANNING*
BUSINESS, NOT-FOR-PROFIT
AND MUNICIPAL SERVICES
PRIVATE BANKING*
INSURANCE, SECURITIES
& ANNUITIES**
MULTI-GENERATIONAL
PLANNING
RETIREMENT PLAN
SOLUTIONS
*Services provided by People’s
United Bank, N.A.
**Services provided by
People’s Securities, Inc.
People’s Securities, Inc. is
a Broker/ Dealer, member of
FINRA and SIPC, an insurance
agency and a registered
investment advisor. People’s
Securities, Inc. is a subsidiary
of People’s United Bank, N.A.

FOR ADDITIONAL INSIGHTS
AND THOUGHT LEADERSHIP,
PLEASE GO TO:
WWW.PEOPLES.COM/WEALTH
Investment Products & Services
• Not insured by FDIC or any 		
Federal Government Agency
• May Lose Value
• Not a Deposit or Guaranteed
by a Bank or any Bank Affiliate

People’s United Advisors, Inc. helps institutions, employers, and individuals
and their families navigate investment, trust, retirement, banking, and
planning challenges. Our experienced professionals work as a team, bringing
specialized knowledge and solutions to the conversation.
For more information on our investment offerings please contact us at:
wealthmanagement@peoples.com or (800) 772-8778

AN RIA INSIDE A BANK —
A GREAT IDEA!
Uncommon expertise and experience position
People’s United Advisors as a premier choice
for investment-management and wealth
solutions.

We are fiduciaries,
always acting in
the best interest
of each of our
clients.

Our culture is
one of prudence
and risk-aversion.

We are stable,
secure, and
regulated.

We don’t sell.
We solve.

We deliver
solutions that
matter, and do so
through honest
language.

Experienced
and tested, we
are focused
on delivering
complete
solutions.

WE DELIVER UNCOMMON EXPERTISE TO ALL OF OUR CLIENTS.
AS PART OF AN ORGANIZATION WITH OVER 177 YEARS OF
EXPERIENCE, WE’RE NOT NEW TO THIS.

Economic and market views and forecasts reflect People’s United Advisors, Inc.’s (PUA’s) judgment
as of the date of this publication and are subject to change without notice. Views and forecasts
are estimated based on assumptions, and may change materially as economic and market conditions change. PUA has no obligation to provide updates or changes to these views and forecasts.
Certain information contained herein has been obtained from third parties. While such information is
believed to be reliable for the purpose used herein, PUA assumes no responsibility for the accuracy,
completeness, or fairness of such information.
Past performance is not an assurance of future returns.
PUA is not soliciting any action based on this material. It is for general informational purposes only.
It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual investors.
Investment products are offered through People’s United Advisors, Inc., a registered investment
advisor. People’s United Advisors, Inc. is a wholly-owned subsidiary of People’s United Bank, N.A.
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