
Since 1990, The Spaulding Group, Inc., 
an employee-owned business,  has had an 
increasing presence in the money manage-
ment industry. 

The Spaulding Group, Inc. is the fastest-
growing verification firm, serving clients 
around the globe, with assets ranging from 
less than $100 million to more than $1 tril-
lion. We provide an array of other perfor-
mance measurement services and products, 
including consulting, publishing (The Journal 
of Performance Measurement®), research, 
and training. We also host the Performance 
Measurement Forum, the Asset Owners’ 
Round Table, and the Annual PMAR™ 
Conferences.

We are actively involved as members of the 
CFA Institute and other industry groups. The 
Spaulding Group has also led the charge 
for the industry in the handling of error 
correction, attribution guidelines/ standards, 
and Investment Performance Measurement 
Analyst Certification (since handed over to 
the CFA Institute and now called the CIPM 
program).

Several of our senior staff regularly speak 
at and/or chairs industry conferences. Our 
founder and CEO, David Spaulding, is a 
frequent author and source of information 
to various industry publications. Our firm 
continues to make huge contributions to our 
industry, in terms of valuable content, inno-
vative ideas, and volunteer activities. 

Our clients appreciate our industry focus and 
understanding of their business, their needs, 
and the opportunities to make them more 
efficient and competitive.
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When you think about it, what does the asset owner’s overall TWR mean?

For quite some time I have preached that the return should answer a question. To 
determine, for example, whether to use a time- or money-weighted return, I’ll 
ask “what question are you asking?” 

For example, if you want to know your own performance, as an investor, money-
weighting is what you want. Vanguard and other mutual fund companies now 
provide investors with the ability to see their 
“personal rate of return.” This is a money-
weighted return that takes cash flows into 
attention.

If you ask “how did my manager perform?,” 
I’d want to know what that manager was 
investing in. 

If it was public equities or bonds, then the 
time-weighted return would apply, as we do not want cash flows to influence the 
results (since the manager does not control the flows, the investor does). On the 
other hand, if it’s a private equity manager, we’d want to use the internal rate of 
return, the “true” money-weighted return, because we want to capture the impact 
of flows, since in this case the manager controls the flows.

If an asset owner only invests in public equities and bonds, then the time-
weighted return would tell them how well their managers performed, overall, 
collectively, in aggregate. This would, I believe, have some value. They can also 
use the TWR for each manager individually, to see how they did.

However, many, if not most, public pension funds, as well as many other asset 
owners, now have an allocation to private equity. We would never evaluate an 
individual private equity manager using the time-weighted return, because it 
would remove the impact of their cash flow decisions, and the result would have 
zero meaning: it answers no question at all: zilch, nada. 

And so, if we combine the asset owners private equity funds with their publicly 
traded assets, what does the time-weighted return tell us?

Well, that’s quite simple, it answers the question “how did ??? perform.”

That is, it doesn’t answer any question whatsoever. It has zero meaning. It means 
nothing.

And yet, the Global Investment Performance Standards (GIPS®) requires asset 
owners who choose to comply to report the time-weighted return for their 
composites. Why? Well, the answer, I think, is pretty simple: because that’s what 
GIPS always requires. Until the 2020 version, it seemed to generally abhor the 
use of the IRR, limiting its use quite a bit. The Standards recommend that asset 
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owners report the IRR (sorry, money-weighting, since the rules have [sadly] 
broadened what is allowed). 

Asset owners are used to reporting the time-weighted return; they’ve been doing 
it for decades. Despite the United States Government Accounting Standards 
Board (GASB) requiring the IRR on an annual basis, most asset owners seem to 
like the time-weighted return. 

But I believe that’s just a habit that has 
taken root. More understanding of what 
the returns deliver, what they actually 
mean, is necessary.

If someone can provide the answer 
to what the fund’s TWR means, what 
question it actually answers, that would 
be great. I’m “all ears.” 

Please feel free to share your thoughts. 
More to follow on “best practices.”
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UPCOMING SUMMER ISSUE

The Future of Investment 
Performance Analysis: 
Humans + Machines                                      
- Mark Goodey, Dip IoD, Arria NLG

Tax-Smart Performance Measure                                      
- Andrew Kalotay, Ph.D., Andrew 
Kalotay Associates

Thoughts and Clarifications 
on Risk-Adjusted Performance                        
- David Spaulding, DPS, CIPM, 
The Spaulding Group

The Journal Interview                            
- Simon Filteau, CFA, CDPQ

DeFi: The Financial Fabric of the 
Metaverse                             
- Peter Horne, Northfield 
Performance Systems

PLEASE SEE OUR LATEST 
ISSUE:
https://spauldinggrp.com/free-
journal-of-performance-measure-
ment/

https://secure.viewer.zmags.com/publication/9db6c9f9#/9db6c9f9/1
https://secure.viewer.zmags.com/publication/9db6c9f9#/9db6c9f9/1
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http://viewer.zmags.com/publication/68b07ba6?inf_contact_key=f290037a9413d92473aabdf079be7f80f651f238aa2edbb9c8b7cff03e0b16a0#/68b07ba6/1
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THE SPAULDING GROUP’S 2022 
INVESTMENT PERFORMANCE MEASUREMENT CALENDAR OF EVENTS

DATE EVENT LOCATION 

November 10-11, 2022 EMEA Meeting of the Performance Measurement Forum  London, England

November 15-16, 2022  Fundamentals of Performance Measurement Training Class    San Diego, CA

November 16, 2022 Asset Owner Roundtable Meeting San Diego, CA 

November 16, 2022  Broker/Dealer Symposium – First Meeting  San Diego, CA

November 17-18, 2022  North American Meeting of the Performance Measurement Forum    San Diego, CA

For additional information on any of our 2022 events, please contact Patrick Fowler at 732-873-5700.
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An institutionally recognized boutique performance measurement consulting

and GIPS® standards specialist firm serving the investment industry

We Are Performance™

Somerset, NJ • Malibu, CA • Denver, CO • Washington, DC • Louisville, KY • Naples, FL

Visit Us Online @  
www.SpauldingGrp.com

Train Your Entire Performance
staff for half price!

More than 4,000 individuals from hundreds of 

firms have attended our training classes. Many 

firms bring us in-house for annual training and 

in-house updates. Firms who have benefits from 

training include:

		State Street

		Fidelity

	T. Rowe Price

	Grantham Mayo Von Otterloo

	Prudential

	Morgan Stanley

	Principal Global Investors

	LPL

	UBS

	Pershing

	Franklin Templeton

	Aegon

	World Bank

	Northern Trust

	Goldman Sachs

	AIMCO

	Credit Suisse

	FiServ

	AllState

	BNY Mellon

	Abu Dhabi Invt. Authority

	Queenslandi Invt. Authority

AVAILABLE CLASSES:
	Fundamentals of Performance Measurement

	Performance Measurement Attribution

	Portfolio Risk Measurement

	GIPS standards workshop

	Investment Performance Measurement Boot Camp

	Performance Measurement for Non-Performance Professionals

	Performance Measurement for Plan Sponsors and Consultants

	Or, customize a class to meet your specific needs

HERE’S THE PROBLEM

Your staff needs training in performance, risk, attribution, or the 

GIPS® standards, but you’re not able to give them the training  

they need.

HERE’S THE REASON

Your training budget isn’t big enough to cover the expense to 

send your entire team to offsite training. And, even if it was, 

you can’t have your entire team offsite at the same time.

THIS MEANS

Either you have to take the time to create a program internally 

and continually update it, which is time and labor intensive, or 

your team is forced to learn what they need on the job, which 

means they aren’t adding as much value as they could.

WE HAVE THE SOLUTION

	Reduced tuition (save nearly $850 per student!)

	No staff travel expenses

	No time away from the office

	Option to customize a class to your firm’s needs

	Scheduling flexibility—You choose the dates

		Save on development time/costs. We’ve done the work  

for you and, we regularly update the materials!

	 Peace of mind—Indispensable staff get the training, yet  

are still accessible should you need them

		Improved morale, investing in your staff shows them  

your commitment

It’s hard to find such focused training around the topic of 

performance measurement along with experienced instructors 

who can get into the details of various calculations. I recommend 

this two-day training course for firms looking to provide a good 

foundation on this topic.” – Rajiv Mathur, Kaiser Permanente

Performance Training Resources

GIPS® is a registered trademark 

owned by CFA Institute. CFA 

Institute does not endorse or 

promote this organization, nor 

does it warranty the accuracy 

or quality of the content herein.

TO LEARN MORE, PLEASE CONTACT: 
Patrick Fowler, 732-873-5700  

PFowler@SpauldingGrp.com


