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Glossary of Key Terms

Peer Group Percentile Rankings 1 – Highest Statistical Value; 100 – Lowest Statistical Value

Policy Index – A static index reflecting a client’s performance objective.

R2 – The coefficient of determination is used in the context of statistical models whose main purpose is the prediction of future outcomes on the 
basis of other related information.  It is the proportion of variability in a data set that is accounted for by the statistical model.  It provides a measure 
of how well future outcomes are likely to be predicted by the model.  

Region Attribution – Calculated using the Morgan Stanley Capital International region standards.

Sector Attribution – Calculated using the Industry Classification Benchmark (ICB)

Sharpe Ratio – Represents the excess rate of return over the risk-free return, divided by the standard deviation of the excess return.  The result is 
the absolute rate of return per unit of risk.  The higher the value, the better the product’s historical risk-adjusted performance.

Sortino Ratio – A ratio used to differentiate between good and bad volatility in the Sharpe ratio.  This differentiation of upwards and downwards 
volatility allows the calculation to provide a risk-adjusted measure of a fund’s performance without penalizing it for upward price changes.  The 
Sortino ratio is calculated similarly to the Sharpe ratio, except it uses downside deviation for the denominator instead of standard deviation.

Standard Deviation – A statistical measure of the dispersion of a set of data from its mean.  Standard deviation is applied to the annual rate of 
return of an investment to measure the investment’s volatility, or risk, and denotes how much the return of the fund is deviating from the expected 
normal returns. 

Tracking Error – A measure of how closely a portfolio follows the index to which it is benchmarked and is calculated by taking the standard deviation 
of the difference between the portfolio and index returns.  An index fund would have a tracking error close to zero, while an actively managed 
portfolio would normally have a higher tracking error.   

TVPI (Total Value of Paid in Capital) Multiple – {Current Market Value + Total Distributions – Total Catch-up Interest Received}/{Total Contributions –
Total Catch-up Interest}.  This figure provides investors insight into the fund’s performance by showing the fund’s total value as a multiple of its cost 
basis.

Up Market Capture – Up market by definition is a positive benchmark return and up market capture represents the ratio in % terms of the average 
portfolios return over the benchmark during the up market period.  The higher the value of the up market capture the better the product’s 
performance.

*Market capitalization breakpoints for Russell 3000 index as of March 31, 2020 (numbers in billions):

Large Cap Mid Cap Small Cap

> 27.869 27.869 – 3.662 < 3.662
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