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THE IMPORTANCE OF BENCHMARKING
IN INVESTMENT PORTFOLIOS

INTRODUCTION
WHY BENCHMARKING IS AN INVESTMENT MUST

In the world of investing, benchmarking is not just the best practice, it's essential for
evaluating the effectiveness of your investment strategy. Whether you are an individual
investor, a financial advisor, or a large institutional manager, measuring portfolio
performance against an appropriate benchmark is critical for understanding how well
your investments are performing and for making informed decisions about the future

direction of your portfolio.

Yet, despite its importance, benchmarking is often overlooked or underutilized, leaving
investors with limited insight into whether they are truly achieving their financial goals.
In this whitepaper, we will explore why benchmarking is a must for any investor, how it
helps improve investment outcomes, and how to properly select and use benchmarks to

ensure you're on the right track.
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WHAT IS BENCHMARKING?

Benchmarking is the process of comparing the performance of your investment portfolio
to a relevant standard or index. A benchmark is typically a market index, such as the
S&P 500 for stocks and the AGG for bonds, that represents the performance of a
specific group of securities or a broader market segment.

By using a benchmark, investors can determine:

* How their portfolio is performing relative to the market or to other investment
strategies

* |f their strategy is delivering the expected financial results or if adjustments are
necessary

* How to simplify their decision making for potentially better results

Without a benchmark, it's difficult to know whether your portfolio is doing well—or if it's

simply underperforming relative to a broader market or strategy.

IF A MAN KNOWS NOT WHICH PORT
HE SAILS, NO WIND IS FAVORABLE.
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4 BENEFITS OF BENCHMARKING

OBJECTIVE PERFORMANCE EVALUATION

The most fundamental benefit of benchmarking is that it provides an
objective standard of performance. Without a benchmark, investors are left
to assess their portfolio’s success based on subjective measures, such as raw
returns or individual expectations, which may not reflect reality. A benchmark enables
you to compare your portfolio’s return against a representative market index or asset
class, giving you a clearer picture of how well your investment strategy is working.

ACCOUNTABILITY & TRANSPARENCY

Benchmarking holds both investors and portfolio managers

accountable. It provides a transparent and tangible comparison
point, which can be used to justify decisions and track progress
toward financial goals. When investors know their performance is being
compared against a relevant benchmark, there's greater discipline in
decision-making and in monitoring the effectiveness of their strategy.

IMPROVED DECISION MAKING

Having a benchmark allows investors to make more informed
decisions about their portfolio’s allocation, composition, and
strategy. If your portfolio is underperforming compared to its
benchmark, you can analyze why and adjust accordingly—whether that
means shifting to a different asset class, reducing concentration risk, or
rebalancing to more closely align with your investment goals.

Additionally, benchmarking can help you identify if you are overexposed to
certain sectors or asset classes, and whether that overexposure is
contributing to either outperformance or underperformance.

HELPS TO ENSURE CONSISTENCY
WITH DESIRED INVESTMENT GOALS

Every investor has different financial objectives, whether it's for
long-term growth, income, or preservation of capital.
Benchmarking helps ensure that your portfolio is aligned with
these goals. If your target is income generation, for example, your
benchmark might not be the S&P 500 but rather an index that reflects
dividend-paying stocks or bonds.

By consistently comparing your portfolio to the appropriate benchmark,
you help to ensure that the strategy you are pursuing aligns with the
investment goals you have set, rather than veering off course or
chasing short-term performance.
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HOW TO SELECT THE RIGHT BENCHMARK

Choosing the right benchmark is critical to meaningful performance measurement. The

benchmark you select should reflect the following characteristics:

RELEVANCE: The benchmark should represent the same asset classes, sectors, and
geographic exposures that make up your portfolio. For example, if your portfolio is
largely comprised of U.S. large-cap equities, the S&P 500 might be an appropriate

benchmark.
APPROPRIATENESS: The benchmark should match your investment policy statement.

TRANSPARENCY: The benchmark should be a widely recognized index with publicly
available data. This helps to ensure that your performance comparisons are based on

consistent and objective metrics.

STABILITY: The benchmark should be stable over time, with predictable returns and a

track record that investors can rely on.
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CONCLUSION

DON’T HURT YOURSELF-BENCHMARK YOUR PORTFOLIO

In today’s fast-paced and often volatile financial markets, benchmarking is not a luxury
—it's a necessity. By continuously comparing your portfolio’s performance against a
relevant benchmark, you gain critical insights into whether your strategy is working, how

much risk you are taking, and whether adjustments are needed.

Investors who fail to benchmark their portfolios potentially risk making uninformed
decisions, chasing unrealistic expectations, or losing sight of their long-term goals.
Benchmarking can provide objectivity, accountability, and a clear path forward—
helping you make better decisions, improve your portfolio’s performance, and stay on

track toward your financial goals.

In short, if you are not benchmarking, you may be only hurting yourself. Use benchmarks
to sharpen your investment strategy, align your portfolio with your financial objectives,

and help to ensure that you are making the most informed decisions possible.

Disclaimer: This whitepaper is for informational purposes only and should not be considered as investment
advice. Past Eerformonce is not indicative of future results. Please consult with a qualified financial
professional before making any investment decisions.

The S&P 500 is a stock market index tracking the stock performance of 500 of the largest companies
listed on stock exchanges in the United States. Indexes are unmanaged and cannot be invested in
directly.

Asset allocation does not ensure a profit or protect against a loss.

Dividend payments are not guaranteed and may be reduced or eliminated at any time by the company.

Rebalancing a portfolio may cause investors to incur tax liabilities and/or transaction costs and does not
assure a profit or protect against a loss.
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