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Decision oriented or comprehensive return measurement

Starting point

Asset owner driven 

investment reporting

This type of investment reporting 

is designed by the asset owner –
considering the asset owner’s 

specific circumstances.
The objective is to provide 

relevant management information 

for internal decision makers.

Asset owner have a big problem 

getting the relevant management 

information and tailor-made reports 

that reflect best practice.

Service provider driven 

investment reporting

This type of investment reporting 

is mainly designed by the service 
provider – maybe considering a 

kind of standard asset owner.
The objective is to make the 

service provider look better or to 

provide a reasonable report with 
low costs and with no risk.

Service provider have little incentive to 

reflect asset owner's needs regarding tailor-

made information and reports, and therefore 

provide best (standard) practice.
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Comprehensive return measurement (1/8)

Type of profit and costs / taxes Profit / costs

Net AO profit according to accounting (before accounting related corrections like e.g. IT write-downs) 4'000

Non-asset management costs and all non-asset management taxes 40

Net AM profit 4'040

External asset management costs and taxes 314

Management fees 200

Estimated TER-costs 100

Custody fees 10

Non-reclaimable withholding taxes and other taxes 4

Internal asset management costs and taxes 32

Internal asset management costs 30

Other internal asset management costs (e.g. reporting, risk analysis) 2

Transaction costs caused by the board of directors 10

Gross AO and AM profit 4'396
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Comprehensive return measurement (2/8)

What is my return!

Depending on the handling of

fees – it is TWR net 4.040% or 
TWR gross 4.354%?

Service providerAsset owner
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Comprehensive return measurement (3/8)

We not just need one or two types 

of return.
Different questions need different 

measures - for a proper answer !

But people always say:

TWR is the solution?

Service providerAsset owner

Let's have a closer look

In some cases but not in all.

... and there is not just one type of TWR.
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Comprehensive return measurement (4/8)

Type of return Underlying profit and return (with total assets of 100'000 and no external cash flows)

Net AO return => 4'000 => 4.000%

Net AM return => 4'000 + 40 = 4'040 => 4.040%

Gross AM return 3 => 4'040 + 314 = 4'354 => 4.354%

Gross AM return 2 => 4'354 + 32 = 4'386 => 4.386%

Gross AO / AM return 1 => 4'386 + 10 = 4'396 => 4.396%
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Comprehensive return measurement (5/8)

That is great if we want to evaluate the

performance of the whole
organization.

Asset owner

Let's have a closer look

But what if looking at the individual

portfolio manager?
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Comprehensive return measurement (6/8)

Type of profit and costs / taxes Profit / costs

Net AM profit 4'040

Net AM profit (internal account 1) 1'040

Account specific internal and external asset management costs and taxes 20

AO / AM driven transaction costs (due to rebalancing and changes in the strategy) 10

Gross AM profit (internal account 1) 1'070

Net AM profit (external account 2) 3'000

Account specific internal and external asset management costs and taxes 326

AO / AM driven transaction costs (due to rebalancing and changes in the strategy) 40

Gross AM profit (external account 2) 3'366
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Comprehensive return measurement (7/8)

For our internal investment reporting

we need more than one type of return!

I was not aware of this?

Service providerAsset owner

Let's have a closer look



Returns / return contributions YTD return
YTD return contribution to 

total assets

Gross TWR for total assets + 4.396% + 4.396%

Net TWR for total assets + 4.040% + 4.040%

Net TWR for bonds (50%) + 2.080% + 1.040%

Gross TWR for account bonds + 2.140%

... ...

Net TWR for equities (50%) + 6.000% + 3.000%

Gross TWR for account equities + 6.732%

... ...

Additional information:

Gross MWR for total assets + 4.896%

Net MWR for total assets + 4.540%

Comprehensive return measurement (8/8)
=> a bit more concrete if evaluating the asset management.
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Conclusions

▪ Best practice investment reporting is not identical to current industry

standards for presenting information to prospective clients or marketing
performance track records to asset owners.

▪ Best practice investment reporting is not about best (standard) practices for
measuring performance figures or presenting information.

▪ Best practice investment reporting is not about ONE FITS ALL.

But ...

▪ Best practice investment reporting is about appropriate information for the
specific purpose in mind.

▪ Best practice investment reporting is about communication between the

preparer and the user about the necessary and appropriate information.
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Illmer Investment Performance Consulting AG

Weinbergstrasse 28

CH - 8200 Schaffhausen

Switzerland

www.iipc-ag.com

Dr. Stefan Joachim Illmer

Tel. +41 / 79 / 962 20 37

Email: stefan.illmer@iipc-ag.com

Contact details
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Disclaimer

This document was produced by Illmer Investment Performance Consulting AG (hereafter "IIPC-

AG") with the greatest of care and to the best of its knowledge and belief. However, IIPC-AG

provides no guarantee with regard to its content and completeness and does not accept any liability

for losses which might arise from making use of this information. This document is provided for

information purposes only and is for the exclusive use of the recipient. It does not constitute an offer

or a recommendation to buy or sell financial instruments or banking services.

It is expressly not intended for persons who, due to their nationality or place of residence, are not

permitted access to such information under local law.


