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The following is an overview of recent and longer-term active management trends in US equity markets. Over 
the past 20 years, large- and mid-cap managers, primarily in the growth and core spaces, have struggled to 
generate excess returns relative to their respective benchmarks over rolling three-year periods (Figure 1). 
The most attractive space for active management has been in small-cap equity; however, the spread between 
top and bottom quartile performance tends to be wider in small-cap peer groups, emphasizing the need for 
successful manager selection. 

Poor relative performance among active large-cap 
growth managers dates back to the Great Financial 
Crisis (GFC) and the beginning of quantitative easing 
by the US Federal Reserve (see “The Fed Balance 
Sheet and Active Public Equity Management”, RVK 
Insights). Since 2009, median large-cap growth 
excess returns have been positive in less than 2% of 
observed rolling three-year periods. By comparison, 
small-cap growth and large-cap value managers have 
produced positive excess returns in 58% and 62% of 
the same periods, respectively (Figure 2). Prior to 
2009, median large-cap growth excess returns were 
positive in every rolling three-year period dating back 
to October of 2000.  

Figure 2: Percent of Rolling 3-Year Periods with  

Positive Excess Returns (Net of Fees, 2009-2022) 
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Figure 1: US Active Manager Rolling 3-Year Excess Returns 

(Net of Fees, 2003-2022) 

Source: eVestment. 
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A potential explanation for the disparity exhibited in active management performance in US equities between 
small-cap managers and the rest of the universe can be seen in performance patterns in up and down 
markets. The average median excess returns were positive across all small-cap styles in both positive and 
negative three-year index return periods. Conversely, large-,  mid-, and smid-cap managers have generally 
exhibited a stronger negative correlation with their respective benchmark returns, underperforming in up 
markets and outperforming in down markets (Figure 3).  Large-cap value and smid-cap managers stand out 
from non-small-cap peers, exhibiting strong downside protection while remaining relatively in line with their 
benchmark in up markets. 

 

While active managers have tended to 

generate more significant excess returns in 

down markets, periods with positive index 

returns have accounted for greater than 78% 

of rolling three-year periods over the last 20 

years (Figure 4). Intuitively, this implies 

active management in sub-asset classes that 

have been successful in generating excess 

returns in up markets (i.e., small- and smid-

cap) have generally outperformed others in 

terms of excess returns relative to their 

respective benchmarks over longer-term 

periods. 
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Figure 3: Average Median Rolling 3-Year Performance in Up/Down Markets 

(Net of Fees, 2003-2022) 
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Figure 4: Percent of 3-Year Rolling Periods with 

Positive Index Returns (2003-2022) 
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The negative correlation between active management excess returns and index returns seen over longer-

term periods was on display in 2022. Active management in US equities was broadly successful with the 

exception of growth managers (Figure 5). Value and core managers protected capital well relative to their 

respective benchmarks, with managers across the market cap spectrum providing median excess returns of 

greater than 2%. Small-cap growth managers had a rare period of poor performance after producing average 

median excess returns of nearly 5% in the preceding five calendar years. This, in large part, can be attributed 

to headwinds for growth stocks due to rising interest rates, which has led to increased discounting of future 

cash flows and has weighed on valuations. These factors, along with declining investor sentiment and the risk

-off environment in 2022, led to a broad, undifferentiated sell-off of growth stocks resulting in factor and style 

headwinds that overshadowed quality, fundamental stock picking. 
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Figure 5: US Active Manager 2022 Excess Returns 

Source: eVestment. 
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Disclaimer of Warranties and Limitation of Liability  

This document was prepared by RVK, Inc. (RVK) and may include information and data from third party 
sources. While RVK has taken reasonable care to ensure the accuracy of the information or data, we make 
no warranties and disclaim responsibility for the inaccuracy or incompleteness of information or data provided 
or for methodologies that are employed by any external source. This document is not intended to convey any 
guarantees as to the future performance of investment products, asset classes, or capital markets. 

 

 

 

 

 

 

 

 

 

 

About RVK 

RVK was founded in 1985 to focus exclusively on investment consulting and today employs over 100 
professionals. The firm is headquartered in Portland, Oregon, with regional offices in Boise, Chicago, and 
New York City. RVK is one of the five largest consulting firms in the world, as reported by Pensions & 
Investments' 2021 Special Report–Consultants. Additionally, in April 2022, RVK received a notable award as 
a Coalition Greenwich Quality Leader among large US investment consultants, based on Greenwich's 2021 
study. Coalition Greenwich is an industry-recognized third-party firm which asks plan sponsors to rank their 
consultants on a series of key metrics. Notably, RVK is the only firm among large US consultants to receive 
an award for a fifth consecutive year. Coalition Greenwich issued the award on April 26, 2022 based on their 
July through October 2021 study. No direct or indirect compensation has been paid by RVK in connection 
with obtaining or using this award. To read more about the Greenwich award, please refer to the following 
URL: https://www.rvkinc.com/about/about.php. RVK’s diversified client base of nearly 200 clients covers 30 
states, and covers endowments, foundations, corporate and public defined benefit and contribution plans, 
Taft-Hartley plans, and high-net-worth individuals and families. The firm is independent, employee-owned, 
and derives 100% of its revenues from investment consulting services. 

 

RVK Insights 

February 2023 

Portland          Boise          www.RVKInc.com          Chicago          New York 

Page 4      

https://www.rvkinc.com/about/about.php

