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Since 1990, The Spaulding Group, Inc.,
an employee-owned business, has had an
increasing presence in the money manage-
ment industry.

The Spaulding Group, Inc. is the fastest-
growing verification firm, serving clients
around the globe, with assets ranging from
less than $100 million to more than $1 tril-
lion. We provide an array of other perfor-
mance measurement services and products,
including consulting, publishing (The Journal
of Performance Measurement®), research,
and training. We also host the Performance
Measurement Forum, the Asset Owners’
Round Table, and the Annual PMAR™
Conferences.

We are actively involved as members of the
CFA Institute and other industry groups. The
Spaulding Group has also led the charge
for the industry in the handling of error
correction, attribution guidelines/ standards,
and Investment Performance Measurement
Analyst Certification (since handed over to
the CFA Institute and now called the CIPM
program).

Several of our senior staff regularly speak
at and/or chairs industry conferences. Our
founder and CEO, David Spaulding, is a
frequent author and source of information
to various industry publications. Our firm
continues to make huge contributions to our
industry, in terms of valuable content, inno-
vative ideas, and volunteer activities.

Our clients appreciate our industry focus and
understanding of their business, their needs,
and the opportunities to make them more
efficient and competitive.

http://www.SpauldingGrp.com

To what precision should your returns be reported?

I did a LinkedIn survey last month, with a simple question: “To what level of
precision do you typically report performance (rates of return)?

We got 120 votes, including my own; here are the responses:

I'rn & writer, speaker, and teacher, and | help solve performance & risk measure...
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A topic of recent discussion: to what level of precsion should rates of return be

{ |1 ' Dr. David Spaulding DPS, CIPM - You

presented? What say you?

To what level of precision do you typically report performance
(rates of feturn)?

You can see how people wvote, Learn more

Zero decimal places 2%
One decimal place @ 13%
Two decimal places 63%
Three or more decimal places 18%

120 votes - Poll closed = Remove vote

It might be obvious how I voted, as the checkmark gives it away.

Most people, probably not surprisingly, report to two decimal places. Now, my
thoughts:

Zero decimal places

This choice received the fewest votes (only two people out of the 120 checked it
off). Is there anything wrong with this level of precision? Perhaps.

Consider the following returns: 7.51%, 7.63%, 7.74%, 7.82%, 7.89%, 8.01%,
8.14%, 8.19%, 8.26%, 8.36%, and 8.49 percent. They would all be shown as

8 percent. But wouldn’t we agree there are differences that are not shown by

a simple 8 percent? The extremes in this series, 7.51% and 8.49%, do seem
pretty different, right? They’re separated by 98 basis points, but both round to 8
percent.

I would therefore suggest that such a level of precision isn’t quite enough.
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Three or more decimal places
I do not find such a level of precision warranted.

To see, for example, 7.510%, 7.511%, 7.512%, 7.513%, 7.514%, rather than
simply 7.51% adds nothing, in my view. And to go to even more precision (e.g.,
7.5113%) is quite a bit overboard.

When [ see clients report to three or more
decimal places, I always suggest they reduce
to at least two, if not one [see below].

What is gained by going to three or more
decimal places? Does anyone care to see it
to this level? Perhaps a few folks, but for
most people, it serves no purpose.
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Plus, with such precision, the likelihood of errors increases, I believe,
necessitating corrections which are non-material.

Two decimal places

Perhaps it’s not surprising to discover that most of the participants chose this
response; it’s the one I most often come across when doing verifications. And,
I think it’s what most investment professionals are comfortable with and would
recommend to others.

You cannot go wrong with two decimal places.

But, it’s not my preferred level of precision ...

One decimal place
I think one is sufficient.

Interestingly, perhaps, it lagged behind those who selected three or more, coming
in third place, just ahead of the no decimal places option.

I prefer it because I think such precision is adequate in conveying returns. Plus,
it has the added advantage that errors are less prone. E.g., if you reported 13.12%
only to discover it was really 13.14, your 13.1 won’t change.

In the end (or, if you prefer, at the end of the day)...
You’re safest with one or two decimal places.

And, as one person commented, you “Need higher precision behind the scenes.”
That is, how you store your returns. Returns should be stored to a minimum of
four decimal places; and, I think ideally to six. Only show one or two, but store
to more, to avoid rounding issues that might arise.

As always, your thoughts are welcome.
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THE SPAULDING GROUP’S 2022

INVESTMENT PERFORMANCE MEASUREMENT CALENDAR OF EVENTS

EVENT LOCATION

November 10-11, 2022 EMEA Meeting of the Performance Measurement Forum London, England
November 15-16, 2022 Fundamentals of Performance Measurement Training Class San Diego, CA
November 16, 2022 Asset Owner Roundtable Meeting San Diego, CA
November 16, 2022 Broker/Dealer Symposium — First Meeting San Diego, CA
November 17-18, 2022 North American Meeting of the Performance Measurement Forum San Diego, CA

For additional information on any of our 2022 events, please contact Patrick Fowler at 732-873-5700.



Train Your Entire Performance
staff for half price!

HERE'S THE PROBLEM AVAILABLE CLASSES:

Your staff needs training in performance, risk, attribution, or the + Fundamentals of Performance Measurement
GIPS® standards, but you're not able to give them the training < Performance Measurement Attribution

th d.
ey nee + Portfolio Risk Measurement

HERE'S THE REASON ' GIPS standards workshop

Your training budget isn't big enough to cover the expense to V Investment Performance Measurement Boot Camp
send your entire team to offsite training. And, even if it was,
you can't have your entire team offsite at the same time.

THIS MEANS

Either you have to take the time to create a program internally

and continually update it, which is time and labor intensive, or o
your team is forced to learn what they need on the job, which More than 4,000 individuals from hundreds of

means they aren't adding as much value as they could. firms have attended our training classes. Many
firms bring us in-house for annual training and
WE HAVE THE SOLUTION | J ) E
v in-house updates. Firms who have benefits from
iti | . .
Reduced tuition (save nearly $850 per student!) training include:

+ No staff travel expenses @

« Performance Measurement for Non-Performance Professionals
V' Performance Measurement for Plan Sponsors and Consultants

V' Or, customize a class to meet your specific needs

‘/ State Street 0/ Aegon
Vv Fidelity + World Bank ggg
v Option to customize a class to your firm’'s needs + T Rowe Price + Northern Trust
4/ Grantham Mayo Von Otterloo 0/ Goldman Sachs
+ Prudential + AMCO
4/ Morgan Stanley J Credit Suisse
0/ Principal Global Investors 4/ FiServ
 Peace of mind—Indispensable staff get the training, yet WAl < AlState
are still accessible should you need them < UBS < BNY Mellon

+ No time away from the office

v Scheduling flexibility—You choose the dates

+ Save on development time/costs. We've done the work
for you and, we regularly update the materials!

W4 Improved morale, investing in your staff shows them v Pershing / Abu Dhabi Invt. Authority
your commitment v Franklin Templeton + Queensiandi Invt. Authority

It's hard to find such focused training around the topic of ..

performance measurement along with experienced instructors Performance TI'CIInIng Resources
who can get into the details of various calculations. | recommend

this two-day training course for firms looking to provide a good

foundation on this topic.” — Rajiv Mathur, Kaiser Permanente

TO LEARN MORE, PLEASE CONTACT:
Patrick Fowler, 732-873-5700

PFowler@SpauldingGrp.com Visit Us Online @

www.SpauldingGrp.com

We Are Performance™
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