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Learning Objectives

ʯ    How To Properly Assess Active Fund Outperformance Rates .

ʯ    How People & Poor Discipline Drive Poor Outcomes .

ʯ    How To Properly Select & Monitor Funds Over Time .



Cut through the noise .

Focus on the data.

Avoid costly mistakes.

Clever IM. | Who Are We?

Pioneers of tech-driven & transformative investment solutions.

  Outsourced MPS & In-house CIP Tech.

  Rules-Based | Data-Driven | Bias-Free.

  Built by Advisers | For Advisers.

  Powered by the CleverEngine.
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S&P Global å US Equity Fund SPIVA Score Card
[% of Active Funds Underperforming S&P 500] Data to December 2024

Active Funds Outperform

People Are The Problem

Important Information:  The data and models on this page are provided for illustration purposes only. All performances are net of fund, trading and p ort folio management fees. Capital is at risk. Data Source: S&P Global Accessed 23/04/2025.



Clever IM. | An Active Style Is Always Outperforming

Growth vs Value in North America å 6 month rolling performance vs S&P500

Important Information:  The data and models on this page are provided for illustration purposes only. All performances are net of fund, trading and p ort folio management fees. Capital is at risk. Data Source: MSCI and FE FundInfo  å Accessed 02/05/2025
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Clever IM. | The Problem With People As Investors



ê The Investors Chief Problem å And Even His 

Worst Enemy å Is Likely To Be Himself ë

Benjamin Graham
Author of best -«kzzkª êPrk 7|®kzzsqk|® 7|´k«®~ª

Teacher & Mentor of Warren Buffet
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ìM¯| ·~¯ª µs||kª«Ò

Ò+¯® ·~¯ª z~«kª«í



ê Selling Your Winners & Holding Your Losers Is Like 

Cutting The Flowers & Watering The Weeds  ê

Peter Lynch
Manager of Fidelity Magellan Fund

1977 - 1990
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The secret to investment failure Ò
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Holding Winners Until They Become Losers .
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ƁAre investors reluctant to realise their losses?Ƃ Odean, 1998

ƁWhat makes investors trade?Ƃ Grinblatt , 2001

ƁPatterns of behaviour of professional investorsƂ Shapira & Venezia, 2001

ƁAn individual level analysis of the Disposition Effect Ƃ Dhar & Zhu, 2002

ƁThe disposition to sell winners too early and ride losers too long Ƃ Shefrin & Statman, 1985

ƁProspect Theory: An analysis of decision under riskƂ Kahneman & Taversky, 1979

ƁIs the average investor afraid of losses?Ƃ Barber et al, 2007

ƁDisposition Effect and return predictability? Ƃ Hmida & Bousaidi, 2017

ƁSelling losers & keeping winnersƂ Aspara & Hoffman, 2015

ƁDisposition Effect and herding behaviour in cryptocurrency? Ƃ Haryanto et al, 2020



Clever IM.



The Disposition Effect

Shefrin & Statman
1985

ƁThe disposition to sell winners too early and ride losers too long Ƃ Shefrin & Statman, 1985
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Shefrin & Statman
1985

ê The Disposition To Sell Winners Too Early & 
Ride Losers Too Long ê

ƁThe disposition to sell winners too early and ride losers too long Ƃ Shefrin & Statman, 1985
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A Mental Balancing Act
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The Disposition Effect : 

A Mental Balancing Act
Realised 

gains
Unrealised 

losses



Clever IM. | The Problem With People

The Disposition Effect : The Drivers



Clever IM. | The Problem With People

The Disposition Effect : The Drivers

ʯ    Mental Accounting . [Symmetry]

ʯ    Loss Aversion.

ʯ    Sunk Cost Fallacy. [Doubling Down ]

ʯ     Loyalty.

ʯ    Over-Confidence .

ƁThe disposition to sell winners too early and ride losers too long Ƃ Shefrin & Statman, 1985
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The Disposition Effect : The Unintended Consequences

Holding Winners Until They Become Losers .
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Growth vs Value in North America å 6 month rolling performance vs S&P500
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Holding Good Funds Until They Turn Bad .



Active Funds Outperform

People Are The Problem



Processes  Are The Cure .
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Overwhelming research & support in academic studies

Clever IM. | Systematic & Rules-Based Approaches

ʯ    Fama & French (1992), êThe Cross-Section of Expected Stock Returnsë

ʯ    Carhart (1997), êOn Persistence In Mutual Fund Performanceë

ʯ    4 Factor Performance Model : Market, Value (cheap), Size (small) & Momentum (Top performing)

ʯ    The foundations of systematic & rules -based investing .

95% 
explanation of returns



Overwhelming research & support in academic studies

Clever IM. | Systematic & Rules-Based Approaches

ʯ    Fama & French (1992), êThe Cross-Section of Expected Stock Returnsë

ʯ    Carhart (1997), êOn Persistence In Mutual Fund Performanceë

ʯ    4 Factor Model : Market, Value, Size & Momentum Factors .

ʯ     The foundations of systematic & rules -based investing .

ſ Making Decisions Based On What Is Known ..

..Not What Is Thought . ƀ



Eugene Fama is the father of Systematic & Rules-Based Approaches
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Eugen Fama

ʯ    Nobel Prize Winner in 2013 

ʯ    4^®rkª ~p ì/ppsgsk|® ?^ªyk® 6·§~®rk«s«í

ʯ    Distinguished Prof. of Finance at Chicago Booth

ʯ    PhD Supervisor to :

ʯMark Carhart : Academic

ʯDavid Booth : Dimensional [$853 bn]

ʯKen French : Citadel [$63 bn]

ʯCliff Asness : AQR Capital [$40 bn]

ʯ   6^®k« ì?~{k|®¯{í å s® s« ®rk ê«s|qzk fsqqk«® k{f^ªª^««{k|®ë ®~ rs« kppsgsk|® {^ªyk® r·§~®rk«s«Î

Some of the largest and best performing funds .
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