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Source :  TOBAM; CRSP 1962-2013
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Agenda

 Why is Passive management not the solution?

 The real cost of passive management

 Why invest in equities?+Intro to a general 

framework

 The Anti-Benchmark® approach



Source : Factset. All returns are stated in local currency. MSCI and DJ EuroStoxx indices are net of dividends. May 2001- May 2006
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Taking advantage of:

 Ability to identify arbitrage 

opportunities

 Ability to assess mispricings

 Forecasting capabilities

 Speculation

“The Equity Risk Premium”

(ERP)

Delivered by the Most Diversified Portfolio



 Rational Answer: Core / Satellite approach with the MDP as Core investment

In the next 12 slides, we provide an empirical illustration of the above points

Implementation, our views (2)

The Anti-

Benchmark™MDP

High/Low Vol

Size Large/

Small
…./….
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Risk of the combination Combination of the risks
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The Diversification Ratio ® has NO bias toward high or low 

volatility stocks.
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Appendix



DR² (P) = number of independent effective sources of risk (P)
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DR (1-stock portfolio) = 1

DR (2-stock portfolio; 50/50%, risk weighted; = 0) = 

DR (3-stock portfolio; 3 x 1/3, risk weighted; ij= 0) = 

… DR (n-stock portfolio; n x 1/n, risk weighted; ij= 0) = 



Source: TOBAM, Factsheet as of 31st August 2011
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Source: TOBAM.
The above chart is for illustrative purposes only.
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