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Ensemble Active Management, or EAM, is an AI‐informed alternative to traditional active management designed to
solve the problem of active management’s decades’ long history of structural underperformance. When AI and
advanced technology work best they transform industries, and in that vein EAM was not developed with the intent
to marginally improve outcomes, but rather to redefine expectations and results.
EAM was first introduced to the investment industry in 2018 through a research paper using 30,000 randomly
generated test EAM Portfolios, 10 years of data, and 165 million data points to demonstrate that EAM could
outperform traditional benchmarks1. That initial research paper has since been followed with a series of critically
acclaimed Research Papers published by the CFA Institute.
The multi‐year, live EAM performance results presented in this EAM Industry Update show that actual EAM
performance has proven to be even more impressive than that reflected in the 2018 White Paper. Success rates
vs benchmark indexes have been higher. Annualized excess returns are stronger. And outperformance versus
traditional actively managed fund peer groups has been more dramatic.
There are currently 78 EAM Portfolios in live production, with the oldest dating back to December 2018. An
expanded performance evaluation starts on page 2, but a brief snapshot of EAM Industry relative performance is
seen in the series of charts below. The time periods evaluated are from each EAM Portfolio’s inception date
through September 30, 2021.
The results show in stark
contrast the ability of EAM
Portfolios to outperform,
especially compared to
traditional active managers.
Success rates for the EAM
Portfolios started at an
elevated 73%, and then
increased as the average
length of the track records
extended to reach 78%, and even 100% for all strategies two‐years‐old or older.
NOTE: All EAM performance presented throughout this update is based on an Index Calculation Methodology,
which is gross of any fees and does not reflect potential transaction costs. For comparison, if a 100 basis point
annual fee reduction was made to all EAM Portfolios, the 3+ month success rate declines from 73% to 66%, the
1+ year success rate drops from 78% to 75%, while the 2+ year success rate remains at 100%.
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EAM INDUSTRY LANDSCAPE:
The very first EAM Portfolio was placed into live
production in late 2018. As of the end of Q3 2021,
the Industry has grown to 78 strategies in live
production (see chart to the right) with more than
two dozen more in active development. There are
also 23 firms that have built and launched at least
one EAM Portfolio. These firms include some of the
largest financial institutions in the world, investment
firms with more than a trillion dollars in assets, family
offices, broker‐dealers, and boutique firms founded as
pure‐play EAM shops.

The 78 EAM Portfolios that comprise the Industry to date cover all 9
standard style‐capitalization boxes, as well as 8 strategies that fall under
the ‘values‐based investing’ umbrella, such as ESG (Environment, Social,
and Governance). The distribution of the EAM Portfolios by investment
objective can be seen in the table immediately to the left.
EAM Portfolios have most commonly been launched as Model Portfolios or SMAs, but starting in August 2021 EAM
Portfolios have begun to arrive as packaged products. The first filing reflected 6 EAM‐based ETFs filed in late
August, and based on information provided to Turing, there are a large number of other packaged products coming.
The table to the left provides a snapshot of EAM‐based
packaged products that have already been filed or
where the manager has indicated to Turing that a filing
or product launch is imminent. The products include
ETFs, Mutual Funds, Structured Notes, Annuities, and
international funds as SICAVs.
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RELATIVE PERFORMANCE SUMMARY – EAM PORTFOLIO LEVEL:
EAM AND ACTIVE FUNDS VS BENCHMARKS. The true metric for active managers is the ability to outperform
traditional passive benchmarks. The chart below shows the results for EAM Portfolios’ relative performance versus
corresponding benchmarks (blue symbols below), as well as the relative performance of the Morningstar active
peer groups versus the same corresponding benchmarks (gold symbols below).
The horizontal axis of the chart represents average annualized excess return vs benchmarks, while the vertical axis
shows the percentage of EAM Portfolios or Morningstar Peer Groups outperforming the benchmarks. In all cases
the time period evaluated is from each EAM Portfolio’s inception date through September 30, 2021.

Minimum standards are straightforward: Success rate greater than 50% and excess returns greater than zero.
Therefore the upper right quadrant is where the investment portfolios need to land.
The clustering of the EAM Portfolios in the upper right quadrant and the clustering of the Morningstar peer groups
in the lower left quadrant tell the whole story:


EAM Portfolios across all styles and objectives delivered relative performance success rates versus their
benchmarks at a 73% rate for the strategies with the shortest average tenure, and due to the
‘compounding effect’3, the success rates grew to 78%, and then to a perfect 100% for the oldest tenured
EAM Portfolios.



Conversely, the actively managed peer groups – over the same time periods and versus the same
benchmarks – could not reach even a 25% success rate. Their best success rate was 22%, and for the
longer time periods were completely shut out.
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EAM VS ACTIVE FUNDS. EAM was originally conceived as a superior alternative to traditional active management,
and this section presents the results for the direct comparisons between the two approaches to active
management. Simply put, this is Ensemble Active Management versus traditional active management, across 73
strategies, more than a dozen discrete investment objectives, and nearly 3 years’ worth of data.
The chart below shows the relative performance of EAM Portfolios versus the corresponding Morningstar actively
managed fund peer groups. The horizontal axis of the chart now represents excess returns of the EAM Portfolios vs
the Morningstar peer groups, while the vertical axis shows the percentage of EAM Portfolios outperforming the
Morningstar actively managed peer groups.

The results lack subtlety. The active management industry has been locked in a repetitive cycle where even 100
basis points in structural improvement would be considering a major breakthrough. EAM is achieving
outperformance substantially greater than 100 basis points. Consider these takeaways:


The EAM Industry has so far been able to deliver upwards of 445 basis points in average annualized excess
return versus corresponding active fund managers. And as the length of the track record extends, the
added outperformance is approaching 1,000 basis points annually.



EAM Portfolios delivered success rates of 74% ‐‐ effectively 3 out of every 4 strategies outperforming – and
then as the track records lengthened the success rate grew to 81%, and then a perfect 100%.

While it is unreasonable to expect that EAM Portfolios will deliver 100% success rates for all 2‐year‐old
strategies, it is unquestionable that when comparing EAM Portfolios versus traditional active managers, EAM
Portfolios had the upper hand. And it wasn’t even close.
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RELATIVE PERFORMANCE SUMMARY – ROLLING TIME PERIODS:
EAM AND ACTIVE FUNDS VS BENCHMARKS. While the portfolio‐level data is statistically significant and
compelling, the statistical significance of rolling time periods provides a more stable metric to set expectations for
success rates and excess returns. The data shown in this section is still all based on live EAM Portfolio performance
and that of corresponding peer groups and benchmarks over identical time periods. It just increases the data
points from 78 strategies to nearly 17,000 rolling 3‐month periods and more than 1,500 rolling 2‐year periods.

The chart above mirrors the one shown on page 3 above, but now reflects results based on thousands and
thousands of data points, and thus delivers higher levels of statistical significance. Key takeaways:


The annualized excess returns for the EAM Portfolios vs benchmarks show strong consistency between the
portfolio‐level results and the rolling data:
ANNUALIZED EXCESS RETURNS



Portfolio Level

Rolling Data

3+ Month Track Records

2.6%

2.9%

12+ Month Track Records

3.1%

3.7%

24+ Month Track Records

5.4%

5.0%

The success rates did come down as the actual time period being evaluated was reduced (i.e., the rolling
time periods are explicitly defined for each set of rolling periods, the portfolio‐level data uses the time
period as the minimum threshold for inclusion in the grouping). However:
o

Even rolling 3‐month data delivered success rates greater than 50%.

o

The compounding effect for longer time periods resulted in success rates improving, with rolling 2‐
year data delivering at a 79% rate.
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EAM VS ACTIVE FUNDS.
The final chart (below) shows the average results for EAM Portfolios over rolling time periods versus Morningstar’s
active fund peer groups. Again, this is Ensemble Active Management versus traditional active management, across
73 strategies, more than a dozen discrete investment objectives, nearly 3 years’ worth of data, and nearly 17,000
data points.

The chart above mirrors the one shown on page 4 above, but now reflects results based on a massively larger
dataset. Key takeaways:


The most striking data points from this chart are the annualized excess returns. 5.4% for rolling 3‐month
periods, 6.6% for rolling 12‐month data, and 7.8% for rolling 24‐month periods. These elevated relative
performance data points are not rounding errors.



The success rates did come down as the actual time period being evaluated was reduced (i.e., the rolling
time periods are explicitly defined for each set of rolling periods, the portfolio‐level data uses the time
period as the minimum threshold for inclusion in the grouping). However:
o

Even rolling 3‐month data delivered success rates greater than 60%.

o

The compounding effect for longer time periods resulted in success rates improving, with rolling 2‐
year data delivering at an 80% rate.
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CONCLUSION:
As mentioned in the first paragraph of this Industry Update, EAM was conceived as a superior alternative to
traditional active management, and with the intent of redefining expectations and results. Over the ensuing years,
the EAM Industry has grown through time, through scale, and through the number of participants. As such, the
compelling nature of these quarterly Updates only increase over time.
In a world where investment decisions are made based on 10 basis points in expense ratio differences, delivering,
for example, 655 basis points in annual excess returns (EAM vs Morningstar active fund peer groups, based on
rolling one‐year periods) would suggest expectations and results are being redefined and reset. If EAM can
continue this level of success and outperformance over the coming years, then EAM is poised to usher in a
renaissance for active management, and deliver a long‐overdue performance advantage for investors.

Footnotes:
1

Ensemble Active Management – The Next Evolution in Investment Management; September 2018. EAM Research Consortium.

2

Based on information provided to Turing Technology, reflected expected launches or filings through year‐end 2021.

3

The Compounding Effect is a mathematical reality where shorter‐term success compounds over time to statistically stronger
results for longer periods. This is why as the age of the EAM Portfolios increases, the success rate and average excess return
data increases as well. Of course, negative compounding is also a mathematical reality where near‐term weakness of the active
peer groups translates to longer‐term underperformance.
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