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Better Days for Active 
 
 
 
Lori Heinel: 

At a time when investors are focused on value-for-fees like never 

before, itis not surprising that we have seen flows away from active 

managers who have underperformed or provided little value beyond naïve 

factor exposures. 

 

We believe that the move away from extraordinary monetary policy and 

lower cross-asset class correlations is likely to create more 

conducive market conditions for active managers. 

 

However, deciding when, where and how to go active depends on a range 

of criteria, beyond the current market environment, including an 

investor’s time horizon and risk budget. 

 

We believe active management opportunities should be assessed from 

three distinct vantage points: Asset class Investment process; and 

Asset allocation. 

 

At the asset class level, certain markets or asset classes lend 

themselves more readily to active management because of their inherent 

inefficiencies, ‘inherent inefficiencies’ text appears whether these 

derive from structural inefficiencies, irrational investor behavior or 

market friction. 

 

For example, there might be informational inefficiencies associated 

with small cap or emerging market companies that receive less coverage 

by analysts, enabling discerning managers to uncover from less obvious 

opportunities. 

 

At the investment process level, the active management opportunity can 

be assessed across a range of criteria, including: 

• Conviction: the extent to which equity managers can build high-

conviction, high-active share portfolios through insights they believe 

the market has overlooked; 

• Breadth: the potential of mangers to distill a portfolio from a 

broad universe of securities to achieve desired return or risk 

mitigation objectives; and 

• Risk mitigation: the capacity to reduce risk in the portfolio by 

trimming allocations to highly volatile securities, or by increasing 

exposure to more defensive kinds of securities. This can be especially 

important in the latter stages of an equity bull market, such as the 

one we are currently experiencing. 

 

Finally, at the asset allocation level, applying a factor lens can 

help investors identify which managers are generating security-

specific risk and which are providing the kind of factor risk that can 

be accessed through less costly smart beta approaches. 
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Assessing active management opportunities across these three 

dimensions provides a foundation for blending a well-diversified 

portfolio of core beta exposures with active approaches to more 

efficiently target investment objectives. Importantly, these are 

portfolio choices investors can make regardless of the prevailing 

market environment. 

 

In short, the question becomes less about “Better Days for Active 

Management?” and more about “Better Ways for Active Management”. 

 

 

Learn more about our framework for deciding where and when to Go Active. 
 
Click to read the full story (Link to ssga.com/GMO) 

 

 

Disclosures 

This video is provided for informational purposes only and should not be considered investment advice 

or an offer for a particular security or securities. The views and opinions expressed by the speaker are 

those of his or her own as of the date of the recording, and do not necessarily represent the views of 

State Street or its affiliates. Any such views are subject to change at any time based upon market or 

other conditions and State Street disclaims any responsibility to update such views. These views should 

not be relied on as investment advice, and because investment decisions are based on numerous 

factors, may not be relied on as an indication of trading intent on behalf of State Street. Neither State 

Street nor the speaker can be held responsible for any direct or incidental loss incurred by applying any 

of the information offered. Please consult your tax or financial advisor for additional information 

concerning your specific situation. 

This document may contain certain statements deemed to be forward-looking statements. All 

statements, other than historical facts, contained within this document that address activities, events or 

developments that SSGA expects, believes or anticipates will or may occur in the future are forward-

looking statements. These statements are based on certain assumptions and analyses made by SSGA in 

light of its experience and perception of historical trends, current conditions, expected future 

developments and other factors it believes are appropriate in the circumstances, many of which are 

detailed herein. Such statements are subject to a number of assumptions, risks, uncertainties, many of 

which are beyond SSGA’s control. Please note that any such statements are not guarantees of any future 

performance and that actual results or developments may differ materially from those projected in the 

forward-looking statements. 

The Strategy/fund is actively managed and may underperform its benchmarks. An investment in the 

strategy/Fund is not appropriate for all investors and is not intended to be a complete investment 
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program. Investing in the strategy/Fund involves risks, including the risk that investors may receive little 

or no return on the investment or that investors may lose part or even all of the investment.  

Investments in small-sized companies may involve greater risks than in those of larger, better known 

companies. 

Foreign investments involve greater risks than U.S. investments, including political and economic risks 

and the risk of currency fluctuations, all of which may be magnified in emerging markets. 

Investing involves risk including the risk of loss of principal. 

Past performance is not a guarantee of future results. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents  

disclosed to third parties without SSGA's express written consent. 
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