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When it comes to stellar past performance credited 

to “highly rated” funds, it’s important to remember 

that yesterday’s top performer may be tomorrow’s 

underperformer. 

Past performance is a common data point in constructing 

investment portfolios – but it may not be the best building 

block for a successful long-term portfolio. A better 

alternative may be to focus on portfolios designed to:

›› Seek steady, consistent performance over time

›› Implement consistent, time-tested strategies

›› Rely on the skills and experience of world-class 

investment managers

These three principles represent the key features of  

our mutual funds and strategies.

Bandwagons Are Unreliable
Further research suggests that following the “stars,” or 

jumping on a particular fund’s short-term performance 

bandwagon, can be an example of investors being overly 

influenced by their emotions, rather than by judgment. 

Market events since the 2008 global financial crisis 

have taken a toll on investor confidence, causing many 

to abandon their investment strategies and rethink 

their financial plans. The chart below shows the value 

of sticking with an investment strategy and remaining 

focused on your goals instead of short-term performance. 

Generally the “average investor” underperformed, 

meaning they sold out of investments at the wrong 

time and were not in a position to take advantage of 

the market recovery. Missing out on market gains can 

significantly impact performance and can throw your 

financial plan off track.

While the gap in long-term equity performance is significant, it is just a fraction of what it was only ten years ago. In 

2000, the gap between the long-term annualized returns of the average equity investor and the S&P 500 was almost 

11 percentage points compared to today’s gap of just under 4 percentage points. But that’s still a significant gap.

In the chart above, each year represents the ending date of the trailing 20-year period, except for periods ending 1998-2002 for which the beginning date 
is 1984. Returns are annualized.

Source: “Quantitative Analysis of Investor Behavior, 2013,” DALBAR, Inc., www.DALBAR.com

Average Equity Fund Investor refers to the universe of all mutual fund investors whose actions and financial results are restated to represent a single 
investor. This approach allows the entire universe of mutual fund investors to be used as the statistical sample, ensuring ultimate reliability.
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Chasing Performance
To cite another example of the mistakes investors  

make in trying to time the market, a Nov. 2013 article  

in The Wall Street Journal reports on the perils of chasing 

hot performing funds and fleeing cold ones. The article 

cites Morningstar research showing that over the past five 

years, investors trailed all their funds by an annual average 

of 1.17 percentage points. Moreover, looking at 47 funds 

with assets exceeding $1 billion, investors unperformed 

these funds, on average, by at least three percentage 

points over the 12 months ended September 30, 2013. As 

a result of this type of performance chasing, investors wind 

up leaving billions on the table.** 

Emphasize Long-term Performance, Not Chasing Performance
By understanding how behavior can affect bottom-line 

results, you and your advisor can play an important 

role in managing your investments to potentially meet 

your goals. Working on your behalf, we use a scientific, 

disciplined and consistent approach centered on 

meeting your goals while managing risk. Our philosophy 

goes beyond garnering favorable one, three- or five-year 

“headline” rankings. Through active manager  

selection and monitoring of our portfolios, we seek  

to deliver attractive, consistent investment performance  

for the long term—and to provide lasting luster to  

investors’ goals.

Let Your Goals Be Your Guide 
A more disciplined and potentially more successful 

investing approach may be to stick with portfolios 

focused on achieving short- and long-term goals through 

consistent, time-tested investment strategies, and to 

resist the urge to be swayed by short-term numbers and/ 

or one-time events. In its report, DALBAR says mutual 

fund investors who hold onto their investments for the 

long term are more successful than those who attempt  

to time the market by chasing shorter-term performance.  

In this case, the attention given to suddenly strong  

one-, three- and five-year relative-performance  

averages could have been strong enough to overpower 

the underlying individual numbers – which are available 

to any investor willing to look for them.* This behavior 

would explain the massive cash inflows when a fund 

generates a strong short-term return. But as in this case, 

after the money pours in, the once-stellar performance 

may fade.

* “Quantitative Analysis of Investor Behavior, 2013,” DALBAR, Inc., www.DALBAR.com 
** “How Investors Leave Billions on the Table,” The Wall Street Journal, Nov. 1, 2013.

So what might make an 

investor ignore years of 

relative underperformance 

in making investment 

decisions?

In its 2013 Quantitative Analysis of Investor Behavior, financial services research firm 

DALBAR concluded that psychological factors, such as emotional investment decisions 

caused by intermittent market volatility, are the single largest cause (45%–55%) of the 

“disease of investor underperformance” among equity and fixed-income investors.* 

As evidence, DALBAR pointed to data comparing the average equity investor’s returns 

to a long-term strategy represented by the S&P 500 Index.* And today’s numbers 

continue to support that conclusion.

As you can see, the average investor (in grey), who probably tried to “time” the market 

by going in and out throughout the course of each year, would have fared much better 

by simply buying and holding a diversified portfolio – in this case, the S&P 500.
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The S&P 500 Index is a capitalization-weighted index made up of 500 widely held large-cap U.S. stocks in the Industrials, Transportation, Utilities 
and Financial sectors.

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future events, 
or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice. This information is for 
educational purposes only. 

For those SEI Funds which employ the “manager of managers” structure, SEI Investments Management Corporation (SIMC) has the ultimate 
responsibility for the investment performance of the Fund due to its responsibility to oversee the sub-advisers and recommend their hiring, 
termination and replacement.

There are risks involved with investing, including loss of principal. Diversification may not protect against market risk. There is no guarantee the 
goals of the strategies discussed will be met.

SEI Investments Management Corporation (SIMC) is the adviser to the SEI Funds, which are distributed by SEI Investments Distribution Co (SIDCO). 
SIMC and SIDCO are wholly owned subsidiaries of SEI Investments Company.

To determine if the Funds are an appropriate investment for you, carefully consider the investment objectives, 
risk factors and charges and expenses before investing. This and other information can be found in the Funds’ 
summary and full prospectuses, which may be obtained by calling 1-800-DIAL-SEI. 

Information provided by  
[insert advisor’s name & B/D affiliation]


