
10 INVESTING 28 February 2018

IN
V

ES
TI

N
G How relevant is 

a track record?
KIM HUBNER 
Business Development and 
Marketing, Laurium Capital

Savvy investors typically 
cover three things in any due 
diligence or when evaluating 

a manager or fund – people, 
process, and performance. The 
last one, performance, is captured 
in the track record of the funds 
managed by the fund manager.

After many years working for 
asset management companies, I 
have learnt that there is a magic 
number: three years. Many 
financial advisers, discretionary 
fund managers and multi-
managers will only allocate 
to funds which have at least a 
three-year track record. Some 
linked investment platforms 
(LISPs) will only consider your 
fund for shelf space or their buy 
lists once this magic number is 
reached. Companies that rate 
funds and do the calculations 
for the annual coveted awards 
in the industry often require a 
minimum track record of three 
years. Of course, a five-year or 
ten-year track is even better. 

This makes it quite tough 
for new entrants in the market 
to get traction in terms of 
assets. However, investors who 
have faith in the other two Ps, 
people and process, without 
the performance track record, 
are often the beneficiaries of 

excellent performance as funds 
frequently do exceptionally 
well in the first few years of 
existence for a number of 
reasons, being small and nimble 
being one of them.

So why the obsession with 
three, five and ten-year track 
records? 

The important objective is 
to differentiate investment skill 
from luck, and to identify which 
funds have the greatest likelihood 
of future success. A longer track 
record gives a more accurate 
indication of a fund’s true risk 
profile and permits investors to 
evaluate the performance of a 
fund through a complete market 
cycle. Longer track records allow 
for the effects of a manager’s 
particular investment style, that 
may produce better results in 
some market conditions than 
others. Over the short-term, 
these differences in style may 
create a distorted impression of 
overall performance, but over 
the long-term, differences in 
fund performance attributable 
to the manager’s style are far 
less significant. Using a longer 
term track record enables fund 
evaluators to assess managerial 
skill through differing market 
cycles, and results in an 

evaluation that should separate 
luck from skill. 

Laurium Capital has its fair 
share of ‘magic’ numbers to 
celebrate this year. 
• Ten years: At the end of July, 

Laurium Capital will have 
a ten year track record. The 
first fund launched was the 
Laurium Long Short Fund, 
started on 1 August 2008. This 
fund has delivered 11.5% per 
annum since inception to end 
December 2017, which is in 
line with the All Share, but 
with half the risk.

• Five years: Laurium moved 
into the long only space with 
the launch of the Laurium 
Flexible Prescient Fund 
on 1 February 2013, that 
celebrates its 5th anniversary 
on 31 January this year. Since 
inception to 31 December 
2017, the Fund has an 
annualised return of 15.5% vs 
FTSE/All Share TR Index of 
11.4% and is ranked no. 1/46 
funds in the South African 
Multi Asset Flexible Category 
over this time.

• Three years: The Laurium 
Balanced Prescient Fund will 
turn three in December this 
year. It is off to a good start, 
with an annualised return  

of 10.4% since inception on  
9 December 2015 vs Multi-
Asset High-Equity peers of 
6.3%, ranking 8/140 in this 
competitive category. 

Delivering excellent long-
term performance
In summary, to deliver excellent 
long-term performance, we 
believe a manager needs to stick 
to an investment philosophy, 
have a disciplined investment 
process and attract and retain a 
skilled, experienced team. If the 
investment team are constantly 
changing, it is impossible to 
say with any certainty who is 
responsible for the fund’s track 
record. Discipline means that the 
portfolio manager’s investment 
approach is applied consistently 
through varying economic and 
market conditions.

Laurium is an authorised financial services 
provider (FSP No 34142).Collective 
Investment Schemes in Securities (CIS) 
should be considered as medium to long-term 
investments. The value may go up as well as 
down and past performance is not necessarily 
a guide to future performance. Prescient 
Management Company (RF) (Pty) Ltd is 
registered and approved under the Collective 
Investment Schemes Control Act (No.45 of 
2002). For any additional information such 
as fund prices, fees, brochures, minimum 
disclosure documents and application forms 
please go to www.lauriumcapital.com.


