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Time-tested and disciplined.
THE T. ROWE PRICE APPROACH
TO ACTIVE MANAGEMENT.

Investors experienced periods of high volatility 1 9

during the past 20 years, with two strong U.S. bull of 19
markets giving way to two of the most brutal bear strategies had positive
markets in recent memory: the collapse of the hit rates over rolling

5-year periods

dot-com bubble in 2000 and the global financial
crisis that began in 2007.

Throughout, T. Rowe Price remained committed 1 OOcyo
to disciplined, active investment management. .
of strategies generated
Our research shows that long-term U.S. equity positive excess returns over
clients have been rewarded. rolling 5-and 10-year periods
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T. Rowe Price success rates over 20 years
Analysis of 19 T. Rowe Price institutional diversified active U.S. equity strategies
over 20 years or their lifetime

Rolling periods 12/31/1995 through 12/31/2015
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(205 rolling time periods) (181 rolling time periods) (121 rolling time periods)
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Sources: T. Rowe Price, Russell, and Standard & Poor’s; data analysis by T. Rowe Price.

Note that past performance data throughout this material is not a reliable indicator of future
performance. The returns and strategy performance data above were sourced from the study “U.S.
Equities: Long-Term Benefits of the T. Rowe Price Approach to Active Management,” April 2016. For more
information, please visit troweprice.com/active.

For investment professionals only. Not for further distribution.


http://troweprice.com/active
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Hit rates

The hit rate records the
percentage of times a strategy
beat its designated benchmark,
net of fees and trading costs,
over a specified time period
(say, 10 years). Think of this as
a measure of how often a client
might look at his or her regular
performance reports and find
that a strategy has outperformed
for that time period.

We’ve defined a positive hit
rate as a strategy beating the
performance of its designated
benchmark in more than half of
the periods measured.

@ The study spanned the 20 years up

to the end of December 2015 for
older strategies, or since inception
for newer ones, and measured
performance net of fees and trading
costs. It covered 19 of the 30
institutional diversified active U.S.
equity strategies currently advised
by T. Rowe Price. In instances where
a portfolio manager managed
multiple strategies in a particular
sub-asset class style (e.g., U.S.
small-cap growth), we used only
the strategy with the largest assets
under management to avoid double
counting. Benchmarks included

the S&P 500, Russell 1000 Growth,
Russell 2000 Growth, Russell 1000
Value, Russell 2000 Value, Russell
2500, Russell 2000, Russell Mid-cap
Growth, and Russell Mid-cap Value
Indexes. Strategy performance was
measured against the designated
benchmarks over rolling 12-month
and 3-, 5-, and 10-year periods.

@ Hit rates are the percentage of
times a strategy outperformed
its designated benchmark in
a given period.

© |ncludes research by Professor Mark

Grinblatt of UCLA and Professor
Sheridan Titman
of the University of Texas.

O According to research by

Professor Joseph Golec of
the University of Connecticut.

Outperformance improved over time

An extensive study by T. Rowe Price shows that we excelled through the many market
environments of the past two decades. A majority of our 19 diversified active U.S.
equity strategies beat their benchmark across multiple time periods over 20 years

or their lifetime @

“ A notable 100% of
strategies generated
positive annualized
excess returns over
rolling 5- and

10-year periods.

Moreover, our outperformance tended to strengthen
over time. Seventeen of the 19 strategies had positive
hit rates (see Box 1) over rolling 3-year periods and 19
over 5-year periods, while 18 strategies were ahead
over 10-year intervals.® A notable 100% generated
positive annualized excess returns over rolling 5- and
10-year periods, underlining that it is frequently worth
waiting for our long-term active approach to pay off.

Actively managed large-cap strategies proved worth

The study challenges the commonly held belief that it is not possible for active
managers to add value in what is widely regarded as the world’s most efficient capital

market. The majority of our U.S. large-cap strategies beat their benchmark over all

relevant time periods. Again, a long-term mind-set was rewarded as excess returns

for our large-cap and mid-cap managers increased over time.

In-depth research from a longstanding team

We attribute our success primarily to careful stock selection and in-depth
fundamental research conducted by our long-tenured investment team.

T. Rowe Price employs 161 equity research analysts who together cover 2,300 public

companies, equivalent to almost two-thirds of the global markets, as measured

by market capitalization. We have a history of developing and retaining talent. On

average, portfolio managers have spent 16 years at the company and 21 years

in the investment industry, giving them extensive experience in a wide range of

market environments.

“ Our study shows
that skilled active
management can help
navigate challenging
market conditions.

Independent academic research affirms our
approach: Active equity managers, as a group, have
been shown to have the skill to select stocks that
outperform the broader market, before costs,®
while stable, longstanding active teams appear
more likely to excel.@

Our own study shows that a skilled active
management approach can help navigate
challenging market conditions.

Look to the long term

The factors above will remain central to our approach. We believe it is important to
look beyond short-term volatility such as the market sell-off in August 2015 sparked
by concerns about the Chinese economy.

We select stocks with potential to create long-term value. The strength of our

investment process and research platform gives us confidence that T. Rowe Price

can continue to create value for clients over longer time horizons.

For additional information on the complete analysis, visit

troweprice.com/active.
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Important Information

This material, including any statements, information, data and content contained within it and any materials,
information, images, links, graphics or recording provided in conjunction with this material are being
furnished by T. Rowe Price for general informational purposes only. The material is not intended for use

by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries
the material is provided upon specific request. It is not intended for distribution to retail investors in any
jurisdiction. Under no circumstances should the material, in whole or in part, be copied or redistributed
without consent from T. Rowe Price. The material does not constitute a distribution, an offer, an invitation,
recommendation or solicitation to sell or buy any securities in any jurisdiction. The material has not been
reviewed by any regulatory authority in any jurisdiction. The material does not constitute advice of any
nature and prospective investors are recommended to seek independent legal, financial and tax advice
before making any investment decision. Past performance is not a reliable indicator of future performance.
The value of an investment and any income from it can go down as well as up. Investors may get back less
than the amount invested.

The views contained herein are as of December 2015 and may have changed since that time.

Russell Investment Group is the source and owner of the trademarks, service marks and copyrights
related to the Russell indexes. Russell® is a trademark of Russell Investment Group.

Australia—Issued in Australia by T. Rowe Price International Ltd (ABN 84 104 852 191), Level 50, Governor
Phillip Tower, 1 Farrer Place, Suite 50B, Sydney, NSW 2000, Australia. T. Rowe Price International Ltd is
exempt from the requirement to hold an Australian financial services licence in respect of the financial
services it provides in Australia. T. Rowe Price International Ltd is authorised and regulated by the UK
Financial Conduct Authority under UK laws, which differ from Australian laws. For Wholesale Clients only.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc. enters into
written delegation agreements with affiliates to provide investment management services. T. Rowe Price
(Canada), Inc. is not registered to provide investment management business in all Canadian provinces.
The investment management services provided by T. Rowe Price (Canada), Inc. are only available for use
by Accredited Investors as defined under National Instrument 45-106 in those provinces where it is able to
provide such services.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is
communicated on behalf of T. Rowe Price International Ltd by its representative office which is regulated by
the Dubai Financial Services Authority. For Professional Clients only.

EEA—Issued in the European Economic Area by T. Rowe Price International Limited, 60 Queen Victoria
Street, London EC4N 4TZ which is authorised and regulated by the UK Financial Conduct Authority.
For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 21/F, Jardine House, 1 Connaught
Place, Central, Hong Kong. T. Rowe Price Hong Kong Limited is licensed and regulated by the Securities &
Futures Commission. For Professional Investors only.

Japan—Issued in Japan by T. Rowe Price International Ltd, Tokyo Branch (KLFB Registration No. 445
(Financial Instruments Service Provider), JJIAA Membership No. 011-01162), located at GranTokyo South
Tower 7F, 9-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100-6607. This material is intended for use by
Professional Investors only and may not be disseminated without the prior approval of T. Rowe Price
International Ltd, Tokyo Branch.

Singapore—Issued in Singapore by T. Rowe Price Singapore Private Limited, No. 501 Orchard Rd,
#10-02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore Private Limited is licensed and
regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH (“TRPSWISS”), Talstrasse 65,
6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

USA—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202,
which is regulated by the U.S. Securities and Exchange Commission. For Institutional Investors only.

T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/
or apart, trademarks or registered trademarks of T. Rowe Price Group, Inc., in the United States,
European Union, and other countries. This material is intended for use only in select countries.
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