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Two Methods of Style Analysis
 Holdings-Based

— Direct examination of portfolio holdings
— Average information 3 months old
— EXxpensive, requires substantial database

e Returns-Based

— Statistical analysis of historical total returns
— Average information 18 months old
— Low cost, requires minimal database
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Holdings Analysis: Ownership Zones




Holdings Analysis: Stock Intersection

Mew Portfolio | lmport Export| Combine Bename Delete |Print |Alerts |Updates |Definitions

Purtfulius:l —hA*407k | "."iews:l + Stock Intersection ] ser this iew s default
whodify this portfaolio Anzlyze thiz portfolio with these toals
E‘_: Back to Tracking | Ef’ .&n_l ’_@I 'H[l o
¥ of Met  Underhying Stocks - Holding Ticker % of Partfolio warket Walue Halding Partfolio

hzsets Symbal MNet Azzets (%) Date
Pfizer PFE 1.31 149.42

276 Wanguard 500 Index WE IR .94 5107 .08 03-31-2002

275 Harbor Capital Appreciation HACAX 0,37 542,36 03-31-2002
Johnson & Johnson JHJ 1.16 132.47

220 Wanguard 500 Index WE IR 0.75 585,34 03-31-2002

3.086 Harbor Capital Appreciation HACAY .41 54713 03-31-2002
Intel INTC 1.14 130.02

2.26  Wanguard 500 Index WE | 0.77 S87.67 03-31-2002

2.75 Harbor Capital Appreciation HACAX 2,37 542,36 03-31-2002
American Intl Grp AlG 1.14 129 .44

2.09 “anguard 500 Index WE R 0.71 S81.07 03-31-2002

3.14  Harbor Capital Appreciation HACAX .42 548,37 03-31-2002



Holdings Analysis. Stock Popularity

Two mid-cap growth funds, one conventional, one more exotic

Monetta 94% 6%

Van Wagoner Emerging Growth
19% 52% 29%

m Widely Held O Less Widely Held m Rarely Held




Example: Holdings-Based Analysis

T. Rowe Price Mid-Cap Growth

B Cash

B Bond

2000 Holdings E Foreign

O Large Growth

O Large Value

B Mid Growth
1997 Holdings O Mid Value
B Small Growth

| , , , , , , , , , | B Small Value
0% 10% 20%  30%  40%  50% = 60% 70%  80% 90%  100%
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Example: Returns-Based Analysis
T. Rowe Price Mid-Cap Growth

B Cash

B Bond
Returns-Based 2000 _ B Foreign

O Large Growth

O Large Value
B Mid Growth

Returns-Based 1997 O Mid Value
B Small Growth
B Small Value

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Errorsin Predicting
2000 Holdings
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Errorsin Predicting
2000 Returns-Based Results
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The Holdings-Based Advantage

e Timeliness
— 12-month old portfolio fresher than a“brand new”
returns-based style analysis

e Accuracy

— 12-month old portfolio on average more accurate than
a“brand new” returns-based style analysis

* Precision
— The better the inputs, the better the forecasts
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Resources

o “Estimating Portfolio Style: A Comparative Study of Portfolio-Based
Fundamental Analysis and Returns-Based Style Analysis,”
John Rekenthaler, Michele Gambera, and Joshua Charlson,
Morningstar Research Paper, December 2001. Available online at
http://datal ab.morningstar.com/Midas/PDFs/ResearchPaper 1201.pdf

e Contact me at Michele.Gambera@M orningstar.com
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