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Two Methods of Style Analysis
• Holdings-Based

– Direct examination of portfolio holdings
– Average information 3 months old
– Expensive, requires substantial database

• Returns-Based
– Statistical analysis of historical total returns
– Average information 18 months old
– Low cost, requires minimal database
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Only with Portfolios...
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Holdings Analysis: Ownership Zones
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Holdings Analysis: Stock Intersection
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Holdings Analysis: Stock Popularity

Widely Held Less Widely Held Rarely Held

Monetta

Van Wagoner Emerging Growth

94% 6%

19% 52% 29%

Two mid-cap growth funds, one conventional, one more exotic
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Example: Holdings-Based Analysis

T. Rowe Price Mid-Cap Growth
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Example: Returns-Based Analysis
T. Rowe Price Mid-Cap Growth
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Errors in Predicting 
2000 Holdings
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Errors in Predicting 
2000 Returns-Based Results
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The Holdings-Based Advantage
• Timeliness

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

• 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

• “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://datalab.morningstar.com/Midas/PDFs/ResearchPaper_1201.pdf

• Contact me at Michele.Gambera@Morningstar.com


