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Summary


In recent years, floating-rate bank loans, or senior loans, have emerged as a
growing asset class.



Recognizing the importance of this asset class, particularly if a rising-interestrate environment is expected in the short- to medium-term, S&P Dow Jones
Indices developed the S&P Indices Versus Active (SPIVA) Scorecard
dedicated to senior loans.



This SPIVA Scorecard measures the performance of actively managed
floating-rate bank loan funds vs. their benchmark, the S&P/LSTA U.S.
Leveraged Loan 100 Index.



Active funds fared well over the 12-month period ending Dec. 31, 2013, with
the majority of active funds (60%) outperforming the benchmark.



However, when viewed over medium- to long-term, three- and five-year
horizons, 61.54% and 90.48% of the active loan participation funds
underperformed the benchmark, respectively.



Over the past five years, the number of loan participation funds has nearly
doubled, from 21 to 40, which is a testament to the growing popularity of the
asset class.
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SPIVA Methodology
S&P Dow Jones Indices obtains information from the Center for Research in Security
Prices’ (CRSP) Survivor-Bias-Free U.S. Mutual Fund Database. Updated quarterly
and distributed with a monthly lag, the database is designed to facilitate research on
the historical performance of open-ended mutual funds by using survivor-bias-free
data.
The SPIVA Senior Loans Scorecard applies the fundamental principles of the
well-regarded SPIVA Scorecard to the senior loans asset class.
The popularity of SPIVA stems from a few unique attributes.

RESEARCH



Survivorship bias correction: Many funds might be liquidated or merged during
a period of study. However, for someone making an investment decision at
the beginning of the period, these funds are part of the opportunity set. Unlike
other commonly available comparison reports, SPIVA Scorecards account for
the entire opportunity set–not just the survivors–thereby eliminating
survivorship bias.



Apples-to-apples comparison: Fund returns are often compared to popular
benchmarks such as the S&P 500, regardless of size or style classification.
SPIVA Scorecards avoid this pitfall by measuring a fund's returns against the
returns of a benchmark appropriate for that particular investment category.
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Asset-weighted returns: Average returns for a fund group are often calculated using only equal weighting,
which results in the returns of a USD 10 billion fund impacting the average in the same manner as the
returns of a USD 10 million fund. An accurate representation of how investors fared during a particular
period can be ascertained by calculating weighted average returns, in which each fund’s return is weighted
by net assets. SPIVA Scorecards show both equal- and asset-weighted averages.



Style consistency: SPIVA Scorecards measure style consistency for each style category across different
time horizons. Style consistency is an important metric because style drift (the tendency of funds to
diverge from their initial investment categorization) can have an impact on asset allocation decisions.



Data cleaning: SPIVA Scorecards avoid double counting multiple share classes in all count-based
calculations, using only the share class with greater assets. Because this is meant to be a scorecard for
active managers only, index funds, leveraged and inverse funds, and other index-linked products are
excluded.

S&P Dow Jones Indices selected open-ended mutual funds that are defined by Lipper as Loan Participation
Funds and reported net performance for an interval of time within the last 10 years. These funds invest primarily
in participation interests in collateralized senior corporate loans, which have floating or variable rates. Funds that
did not meet a minimum high-yield allocation of 50% and a minimum bank loan allocation of 50% as of the most
recent quarter-end were excluded.

Report 1: Percentage of Fund Share Classes Outperformed by the Index
This report reflects the percentage of fund share classes that underperformed the S&P/LSTA U.S. Leveraged
Loan 100 Index (TR) over one-, three- and five-year periods.
Exhibit 1: Percentage of Fund Share Classes Outperformed by the Index
Comparison Index

One Year (%)

Three Years (%)

Five Years (%)

S&P/LSTA U.S. Leveraged Loan
40
61.54
90.48
100 Index (TR)
Source: S&P Dow Jones Indices and CRSP. Data as of Dec. 31, 2013. Charts and graphs are provided for illustrative purposes. Past
performance is no guarantee of future results.

Report 2: Survivorship
This report shows the number of Loan Participation Funds that existed at the beginning of the period in question,
as well as the percentage of funds that survived until the end of the period.
If a fund reported a return for the first month in a period, it is included in the beginning-period figures. Similarly, if
a fund had a return for the last month in a period, it is included in the ending-period figures.
Exhibit 2: Loan Participation Fund Survivorship
Period

No. of Funds at Start

Survivorship (%)

Style Consistency (%)

One-Year

40

100

100

Three-Year

26

96.15

96.15

Five-Year

21

90.48

90.48

Source: S&P Dow Jones Indices and CRSP. Data as of Dec. 31, 2013. Charts and graphs are provided for illustrative purposes.

Report 3: Equal-Weighted Fund Share Class Returns
This report shows the equal-weighted average returns of funds in a particular category for the one-, three- and
five-year periods.
For every month in the period, S&P Dow Jones Indices takes all funds that are in existence in the category and
calculates the simple average return. The returns from all the months in the period are then compounded. These
returns are compared to the respective benchmark index returns. The funds used in the averaging process in one
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month might not be the same as those used in the next months, because some funds may have merged or
liquidated, new funds could have been created and some funds may have had their categories changed.
Most reports that claim to show average active fund performance report on the funds in a category at the end of
the period and then take the average of their historical returns. The SPIVA methodology offers a more accurate
picture of active fund performance by calculating the average performance of the active funds in existence in a
given category each month, not just at the end of the period.
Exhibit 3: Equal-Weighted Fund Returns
Fund Category

One Year (%)

Three Years (Annualized %)

Five Years (Annualized %)

S&P/LSTA U.S. Leveraged Loan 100 Index (TR)

5.02

5.31

14.28

Loan Participation Funds

5.45

5.40

12.46

Source: S&P Dow Jones Indices and CRSP. Data as of Dec. 31, 2013. Charts and graphs are provided for illustrative purposes. Past
performance is no guarantee of future results.

Report 4: Asset-Weighted Fund Share Class Returns
This report shows the asset-weighted average returns of funds in a particular category for the one-, three- and
five-year periods.
For every month in the period, the S&P Dow Jones Indices takes all the funds in the category and calculates the
average return by weighting each fund’s return by its month-end assets. The returns from all the months in the
period are then compounded. These returns are compared with those of the benchmark. The funds used in the
averaging process in one month might not be the same as those used in the following months, as some funds
could have merged or liquidated, new funds may have been formed and some funds might have had their
categories changed.
Most fund reports do not show asset-weighted returns. The SPIVA Senior Loans Scorecard presents an accurate
picture of asset-weighted active fund performance in a category by calculating this for all active funds in existence
in the category each month.
Exhibit 4: Asset-Weighted Fund Returns
Fund Category

One Year (%)

Three Years (Annualized %)

Five Years (Annualized %)

S&P/LSTA U.S. Leveraged Loan 100 Index (TR)

5.02

5.31

14.28

Loan Participation Funds

5.06

5.01

12.00

Source: S&P Dow Jones Indices and CRSP. Data as of Dec. 31, 2013. Charts and graphs are provided for illustrative purposes. Past
performance is no guarantee of future results.

Report 5: Quartile Breakpoints of Share Class Returns
This report shows the return below which the performance of a specified portion of funds in the population lies.
For instance, the first quartile signifies the return below which 75% of the funds in the population lies.
Exhibit 5: Loan Participation Funds Quartile Breakpoints
Period

Third Quartile

Second Quartile

First Quartile

One-Year

4.51

5.2

5.88

Three-Year

4.46

5.16

5.53

11.17

12.25

13.26

Five-Year

Source: S&P Dow Jones Indices and CRSP. Data as of Dec. 31, 2013. Charts and graphs are provided for illustrative purposes. Past
performance is no guarantee of future results.
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About S&P Dow Jones Indices
S&P Dow Jones Indices LLC, a part of McGraw Hill Financial, Inc., is the world’s largest, global resource for
index-based concepts, data and research. Home to iconic financial market indicators, such as the S&P 500 and
TM
the Dow Jones Industrial Average , S&P Dow Jones Indices LLC has over 115 years of experience constructing
innovative and transparent solutions that fulfill the needs of institutional and retail investors. More assets are
invested in products based upon our indices than any other provider in the world. With over 830,000 indices
covering a wide range of assets classes across the globe, S&P Dow Jones Indices LLC defines the way investors
measure and trade the markets. To learn more about our company, please visit www.spdji.com.

Like What You Read? Sign up to receive complimentary updates on a broad range
of index-related topics and events.
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General Disclaimer
© S&P Dow Jones Indices LLC, a part of McGraw Hill Financial 2014. All rights reserved. Standard & Poor’s, S&P and SPIVA are registered
trademarks of Standard & Poor’s Financial Services LLC (“S&P”), a part of McGraw Hill Financial, Inc. Dow Jones is a registered trademark of
Dow Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC. Redistribution,
reproduction and/or photocopying in whole or in part are prohibited without written permission. This document does not constitute an offer of
services in jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, S&P or their respective affiliates (collectively “S&P Dow Jones
Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones Indices is impersonal and not tailored to the needs
of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in connection with licensing its indices to third
parties. Past performance of an index is not a guarantee of future results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments
based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other investment
vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P Dow Jones
Indices makes no assurance that investment products based on the index will accurately track index performance or provide positive
investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation
regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are
advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such
funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or
other vehicle. Inclusion of a security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security,
nor is it considered to be investment advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public from sources
believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, model,
software or other application or output therefrom) or any part thereof (Content) may be modified, reverse-engineered, reproduced or
distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones
Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party data providers
and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the cause, for the results obtained from
the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE
CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.
S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of their respective activities. As a result, certain business units of S&P Dow Jones Indices may have information that is not available
to other business units. S&P Dow Jones Indices has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities,
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive
fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate,
include in model portfolios, evaluate or otherwise address.
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