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Insider Analytics Announces Style Scan
Every Portfolio has a Unique Style Signature

San Clemente, CA, September 9 -- Insider Analytics announces the availability of
Style Scan, a visual tool that goes beyond current approaches to style analysis, an
important and popular approach for understanding investment portfolios.
Analogous to quantum physics, Style Scan can be described as particle-based
style analysis, because it plots every stock in the portfolio in Cartesian (X-Y) style
space. In this way, investors, consultants and investment managers can visualize
the unique style signature of each portfolio. Importantly, Style Scan is actionable,
showing concentrations and voids that should be addressed.

We encourage interested parties to look deeper into their portfolios, find
insights, and take action on what they see. Style Scan is available for free trial at
://[www.insideranalytics.com/portfolios/new .

The Importance of Style Scan: The Next Generation of Style Analysis

Style analysis is a widely used technique for scrutinizing investment managers. It
is most powerful and informative when customized to the individual manager.
Some managers are index huggers so a single style index works fine for them,
but liberated managers are best viewed as custom blends of styles. Style
classification provides a convenient description of managers and leads to better
benchmarking, so we can assess success or failure. The question “Is performance
good?” requires an answer to a second question: “Relative to what?” Style
analysis provides this answer in the form of a custom benchmark.

The original concept of style analysis began about 35 years ago, with research
conducted by James Farrell who at the time was with TIAA-CREF. Jim suspected
that the price movements of certain stocks cluster together. Groups of stocks
move in tandem, independent of the movement of other stocks. So he
experimented with cluster analyses and discovered “homogeneous stock
groupings” which set the stage for today’s style indexes. Upon inspecting the
constituents of these clusters Jim assigned them natural names like value and
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growth, and large and small. Russell, Wilshire, PPCA and others seized upon the
idea and style indexes were born in the 1980s.

This set the stage in 1988 for Dr. William F. Sharpe, Nobel laureate, to invent
“effective asset mix”, which subsequently became known as “returns-based style
analysis.” Dr. Sharpe introduced mathematics to solve for the blend of style

indexes that most closely matches the return behavior of an investment portfolio.
The resulting mix could have been deployed at a low passive management fee in
lieu of the manager, so it makes a good benchmark and a good classification
profile. And it has really caught on. Returns-based style analysis is used by most
due diligence teams today. Some also complement returns-based with holdings-
based analysis. For a discussion of the distinctions between these two

approaches, see [Surz, 2003].

Now in this announcement we introduce a 21t Century quantum leap forward in
style analysis that we call “Style Scan.” In keeping with the word “quantum”,
Style Scan is to investing what particle physics is to science; it’s particle finance.
You could call Style Scan “particle-based style analysis.” Importantly this next
generation of style analysis is actionable. Security selections and allocations are
managed much more efficiently and effectively with Style Scan than with

previous approaches.

Style Scan brings style
analysis back to its individual
security roots and uses visual
displays that have been
created for returns-based
style analysis, so the
framework should be familiar
to the reader. Every stock in a
portfolio is plotted in
Cartesian style space, better
known as “X-Y plots”, as
shown in the exhibit on the
right.
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The size of each dot in the exhibit is a reflection of the allocation to that stock. In
the live application, hover above any dot, and the name and allocation are
revealed to you. Click anywhere in the plot space and a list of stocks and ETFs



with that coordinate are presented. In this way outlier stocks can be quickly
identified and voids can be easily filled. For example, we’ve found that many
portfolios, especially “managed accounts” of multiple managers like UMAs, are
making an unintended bet against large core because the industry has fallen into
a 4-corner style allocation trap. We see this unintended bet as a void in the top
center region of the graph. This underweight to large core is a mistake that was
costly in 2008 because core significantly outperformed both value and growth.
This mistake can be easily remedied with a large core ETF (note this does NOT
mean an S&P or Russell index), or a few stocks in this market segment. Style
Scan is a powerful and fun portfolio management control.

Consultants and investors use Style Scan to visualize the details of the manager’s
current approach and to compare managers to one another. Each manager has a
unique “style signature” that should be an integral part of all due diligence.

Conclusion
Significant breakthroughs like Style Scan are rare and important. This new 21t
Century actionable application of style analysis provides exciting insights and
controls for investors and their managers.

Interested parties are invited to experience Style Scan firsthand, inputting their
own portfolios, or simply some of their favorite stocks, at an on-line live

application available at http://www.insideranalytics.com/portfolios/new . We've

also provided sample mutual funds for those who simply want to see how Style
Scan works.
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About Insider Analytics

Insider Analytics is here to find and share investment truths that help investors
and their agents succeed. We find insights that matter for those who have the
courage to look. We dig deeper until the information becomes clearer. We create
a picture of what’s possible. We show how potential can be achieved, and we
help others create their success in the world. Style Scan is our first offering, and
demonstrates our commitment to sharing the truth about investment portfolios
and building successful client relationships.

Ron Surz

Ronald J. Surz is a Principal of Insider Analytics and a widely respected
authority on investment performance attribution, style analysis, and custom
benchmarking. He has held senior positions in the investment consulting and
tinancial services industry since 1972 and is currently President of PPCA Inc., a
tirm that provides complex investment monitoring, performance attribution and
related analytic tools to the investment consulting industry, and a Principal of
Target Date Analytics, providing management and consulting services for target
date funds.

Jeff Moore

Jeff Moore is a Principal and CEO of Insider Analytics. He is an entrepreneur,
technologist, and business strategist who provides leading firms in the asset
management industry with technology solutions for delivery and marketing.
Clients value his insight and understanding of their current business needs and
industry trends. Jeff is President of Zedak Corp., a firm increases asset
management sales and marketing productivity and supports due diligence
processes.

For Further Information

Please contact Ron Surz at 949-488-8339 or @ppca-inc.com
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