
Financial decision-making is rarely an easy task.  Recognizing that investors can benefit from sophisticated analytics,  
Navellier & Associates created an Applied Research Department to address such needs.

Headed by Timothy A. Hope, Navellier Applied Research offers a bridge between the theoretical and the practical in 
the production of custom analytics for investors.  Pulling together concepts from his graduate studies in economics as 
well as his experience as an award winning analyst during his tenure at Smith Barney, Mr. Hope has helped numerous 
advisors enhance their business practices.

The following offers a small sampling of the services made available by Navellier.

• Allocation    • Educational Articles/Seminars    • Market Observation/Chart Service   • Evaluation	

	    

Navellier Applied Research

Practical research solutions

Navellier Applied Research offers the capability of manager allocation using the technique of Mean Variance 
Optimization.  Allocations can be created using broad asset classes or can be narrowed to style specific managers.

Allocation

Navellier Applied Research can make the case for the use of Navellier investment products in achieving a variety 
of portfolio goals including how Navellier’s products could complement an existing portfolio. 

product evaluation and analysis

Sample Allocation Analysis Zephyr AllocationADVISOR: Navellier & Associates

Efficient Frontier
Case: Allocation Case     Return vs. Risk (Standard Deviation)
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Sample Allocation Analysis Zephyr AllocationADVISOR: Navellier & Associates

Case: Allocation Case     95% of Projected Return Distribution

Range of Returns: Active Portfolio
One Year Three Year Five Year Ten Year Twenty Year

Best Case Return 20.8% 15.4% 13.8% 12.2% 11.1%

Expected Return 8.6% 8.5% 8.5% 8.4% 8.4%

Worst Case Return -2.7% 1.9% 3.3% 4.8% 5.8%

Portfolio Allocations
Active

Portfolio

Asset Allocations

US Equity 4.3%

US Bonds 67.9%

Emerging Markets 4.7%

International Equity 0.0%

International Bonds 23.1%

Range of Returns: Active Portfolio
Case: Allocation Case     95% of Projected Return Distribution
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M S lManager Style
8-Quarter Mov ing Windows, Computed Quarterly

January 1, 1986 - June 30, 2008
Large

Russell Top 200 Value Russell Top 200 Growth
1

0

Russell Midcap Value Russell Midcap Growth
0

Zephyr Large Growth Universe (Quarterly)
Zephyr Large Value Universe (Quarterly)
Zephyr Mid Growth Universe (Quarterly)
Zephyr Mid Value Universe (Quarterly)
Zephyr Small Growth Universe (Quarterly)
Zeph r Small Val e Uni erse (Q arterl )0

Russell 2000 Value Russell 2000 Growth
-1

Zephyr Small Value Universe (Quarterly)
Russell 6-way Style Basis

SmallValue -1 0 1 Growth

Source: Zephyr StyleADVISOR . 
For One-On-One Presentation Use Only.  Please read important disclosures at the end of presentation.  Graphs are for 
discussion purposes only. Performance results presented herein do not necessarily indicate future performance; 
Investment in equity strategies involves substantial risk and has the potential for partial or complete loss of funds invested.
Results presented include reinvestment of all dividends and other earnings.

M Ri k/R tManager Risk/Return
January 1, 1986 - June 30, 2008
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Market Benchmark:
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Cash-Adj. Beta vs. Market Benchmark
0 0.2 0.4 0.6 0.8 1 1.2 1.4

Russell 3000

Risk-Return Table
Return Std Dev Downside

Ri k

Cash-Adj.
Beta Cash-Adj.

Al h
Cash-Adj.
R S d Sharpe

Tracking
Error Ob

Zephy r Large Growth Univ erse (Quarterly )

Return
(%)

12.84
Zephy r Large Value Univ erse (Quarterly ) 12.70

Std Dev
(%)

17.07
14.00

Risk
(%)

12.55
10.59

Beta
vs.

Market

1.0359
0.8274

Alpha
vs. Market (%)

1.79
2.70

Zephy r Mid Growth Univ erse (Quarterly ) 14.89 19.10 13.86 1.1241 3.41

R-Squared
vs. Market (%)

95.27
90.28
89.00

Sharpe
Ratio

0.4776
0.5726
0.5339

Error
vs. Market

(%)

3.7353
5.1442
6.6257

Observs.

90
90
90

Zephy r Mid Value Univ erse (Quarterly ) 14.45 15.08 11.45 0.8495 4.32 80.95 0.6469 7.0172 90
Zephy r Small Growth Univ erse (Quarterly ) 15.62 22.61 16.21 1.3035 3.51 85.17 0.4833 9.9607 90
Zephy r Small Value Univ erse (Quarterly ) 13.94 16.86 12.43 0.8833 3.89 69.68 0.5489 9.5036 90
Russell 3000 10.78 16.06 12.15 1.0000 0.00 100.00 0.3791 0.0000 90

Source: Zephyr StyleADVISOR . 
For One-On-One Presentation Use Only.  Please read important disclosures at the end of presentation.  Graphs are for 
discussion purposes only. Performance results presented herein do not necessarily indicate future performance; 
Investment in equity strategies involves substantial risk and has the potential for partial or complete loss of funds invested.
Results presented include reinvestment of all dividends and other earnings.
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Easy to understand articles 
covering various financial topics.

www.navellier.com/tools_research/financial_library.aspx
Standard deviation is one of the most widely used risk
statistics in the investment industry. However, it is pos-
sible to use standard deviation to extract information
which may not be immediately obvious and yet be
extremely valuable when making investment decisions.
Recall that standard deviation is a measure of volatility
on either side of the average range of returns for a given
period. As such, it represents a snapshot of volatility for
the period in question, but it is important to recognize
that one also loses the perspective of volatility over time.

Suppose an investor is considering two investment alter-
natives (“A” and “B”)
each with the same stan-
dard deviation using a
trailing five year period.
However, in the early
years of the observation,
investment “A” was
wildly volatile, and has
since become very sta-
ble. Yet the opposite is
true for investment “B” which had been very stable, but
is now much more volatile. A static reading of standard
deviation does not capture the trends in risk. How to
resolve the issue? One method would involve rolling
the time periods. For example, calculate the standard
deviation for the first year, advance forward a quarter,
and calculate for the next annual period. The result is
an illustration of how standard deviation is moving. In
the above mentioned case the trends in standard devia-
tion would become immediately obvious.

Interestingly, standard deviation is an equal opportunity
reflector of risk, both good and bad. To illustrate a way
of isolating bad (negative) standard deviation consider
the case of two trampolines: one soft and flexible, the
other firm and unyielding. Imagine that one person is

bouncing on each trampoline. They are both moving up
and down the exact same distance, 10 feet, so the stan-
dard deviation is the same for each. However, the first
person is moving down below the level of the trampoline
by five feet and above by five. The second person is
moving downward by only one foot and up nine. If the
trampolines represented investment choices, clearly one
would like to identify the investment that exhibits less
downside volatility (the second trampoline) - but how?

Taking standard deviation and isolating only the down-
side variability can be done using the downside standard

deviation (also known as
downside risk or, for
those who wish to be
more formal, semi-stan-
dard deviation). Thus,
a high standard devia-
tion might not be so bad
if the investment had a
low downside risk.

By becoming more comfortable with some of the nuances
surrounding commonly used investment statistics,
investors can make more informed investment choices.

By Tim Hope
Applied Research Analyst

Navellier & Associates, Inc.

Navellier Applied Research
Educational Series

Trampolines and Standard Deviation
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Regardless of quality, the producer of two legged stools
would have a difficult time finding enthusiastic buyers.
Clearly such a manufacturer would find that producing
three legged stools that actually stood upright on their
own would prove the more successful design.  A variation
on the above theme can also be found in the realm of
investment portfolio design and construction.

Many investors and advisors follow a conventional
approach to portfolio construction using a standard style
box consisting of four main asset classes (large growth,
large value, small growth and small value).  However,
investors may be missing an opportunity following such a
methodology, as the mid cap asset class may overlooked.
Allocating specifically to the mid cap asset class holds the
potential to improve the returns and overall diversifica-
tion of an invest-
ment portfolio.  

So what are mid
cap stocks, and
why should they
be considered as a
unique asset class?
As the name
implies, mid cap
stocks occupy the
c a p i t a l i z a t i o n
range between
small and large cap stocks.  There is no official definition
of the asset class, but many consider the range between $
1 billion to $15 billion as reasonable.  

It is important to note that mid cap stocks have unique
attributes that make them a compelling asset class for
investors.  Consider that such mid sized companies have
moved up from the sink or swim world of small cap stocks.
They may well have multiple products and sales channels
available to them unlike many of their small cap brethren.
Successfully moving from the small cap arena into the
world of mid caps also provides a valuable education to
both management and staff as to what it takes to succeed,
and move forward in their marketplace.  One can say that
successful mid cap companies have graduated from the
“school of hard knocks.”

The success in transitioning from small to mid cap status
may also imply a transition in the product cycle and earn-

ings streams of such firms.  Interestingly, while the poten-
tial for broader and deeper earnings growth is obvious, mid
cap stocks are at a unique advantage relative to large cap
stocks. In contrast to large cap stocks, mid cap firms will
typically have shorter timelines, and less internal bureau-
cratic roadblocks when it comes to new product develop-
ment. Additionally, it can be argued, that creating double
digit sales growth is relatively more difficult for a massive
established company versus a more nimble smaller com-
petitor.  Therefore mid cap investors can get the benefit of
a more stable established company (unlike many small
caps) while enjoying the flexibility and responsiveness
within their respective industries to new sales and product
placement opportunities (unlike many large caps).

Although the debate over allocations between growth and
value investing
may best be
addressed in
another article,
investors using
the growth style
may wish to seri-
ously contem-
plate using mid
cap growth within
their growth allo-
cations.  Through

the period ending in the second quarter of 2006, the
Russell Mid Cap Growth Index has outperformed the
Russell 1000 Growth and Russell 2000 Growth indexes on
a trailing three, five, and seven year basis.  While perform-
ance differences are inherent in the nature of the invest-
ment markets, the use of an additional unique asset class
may help to achieve the ultimate risk and return goals of
many investors.

By Tim Hope
Applied Research Analyst

Navellier & Associates, Inc.

Two or Three Legged Stool:  The case for Mid Cap Growth

Manager vs Benchmark: Return through August 2006
(not annualized if less than 1 year)

Russell Mid Cap Growth

Russell 1000 Growth

4.07% 7.55% 12.93% 6.00%

-3.25% 1.69% 7.00% 3.68%

7 Years 5 Years 3 Years 1 Year

Russell 2000 Growth 2.91% 6.20% 10.61% 6.00%
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For further inquiries, please contact 
Tim Hope at 1-800-887-8671

The determination of asset class correlation can assist in the construction of properly diversified portfolios. 
Individual managers/mutual funds/ETFs can be compared to evaluate risk/return and other statistical 
relationships.

correlation/comparison: managers/funds/etfs

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30

1) NAVELLIER & ASSC: LARGE CAP GROWTH 1.00

2) GARTMORE SEPARAT: LG CP GROWTH 0.91 1.00

3) NICHOLAS-APPLEGT: LRG CAP GROW-MGD 0.96 0.95 1.00

4) HARRIS BRETALL: LCG 0.89 0.97 0.97 1.00

5) JENNISON ASSOC: GROWTH EQUITY 0.89 0.99 0.94 0.98 1.00

6) RITTENHOUSE ASSE: LCG EQUITY 0.79 0.93 0.86 0.93 0.94 1.00

7) VICTORY CAP MGMT: LARGE CAP GROWTH 0.88 0.95 0.95 0.97 0.95 0.90 1.00

8) FAYEZ SAROFIM: LGCAP CORE GROW 0.70 0.89 0.77 0.88 0.89 0.95 0.79 1.00

9) 1838 INVT ADV.: LARGE CAP EQUITY 0.79 0.95 0.89 0.96 0.97 0.98 0.92 0.96 1.00

10) 1838 INVT ADV.: TAX-EFF. LG CAP 0.80 0.96 0.89 0.96 0.97 0.99 0.92 0.96 1.00 1.00

11) KAYNE, ANDERSON: LARGE CAP 0.74 0.91 0.83 0.93 0.93 0.97 0.88 0.97 0.98 0.98 1.00

12) LAUREL CAPITAL: LARGE CAP CORE 0.81 0.97 0.89 0.96 0.98 0.95 0.91 0.95 0.99 0.98 0.96 1.00

13) MADISON INVT ADV: LARGE CAP CORE 0.48 0.76 0.56 0.73 0.78 0.85 0.64 0.93 0.86 0.86 0.90 0.86 1.00

14) ALLIANCEBERNSTEIN: RELATIVE VALUE 0.60 0.85 0.71 0.85 0.88 0.91 0.76 0.96 0.94 0.94 0.94 0.94 0.96 1.00

15) LAZARD ASSET: US EQUITY 0.60 0.85 0.71 0.84 0.87 0.89 0.75 0.95 0.93 0.92 0.94 0.94 0.96 0.99 1.00

16) DAVIS ADVISORS: DAVIS LCV 0.70 0.91 0.76 0.87 0.90 0.93 0.81 0.96 0.95 0.95 0.94 0.95 0.94 0.96 0.96 1.00

17) LORD, ABBETT &CO: LARGE CAP VALUE 0.54 0.80 0.63 0.78 0.81 0.88 0.71 0.94 0.89 0.89 0.94 0.88 0.98 0.96 0.96 0.96 1.00

18) RORER ASSET MGMT: LRG CAP  WRAP 0.79 0.93 0.84 0.90 0.92 0.94 0.82 0.98 0.95 0.96 0.96 0.95 0.88 0.93 0.92 0.95 0.90 1.00

19) BERKELEY CAPITAL: DIVIDEND EQUITY 0.47 0.71 0.53 0.68 0.71 0.82 0.56 0.94 0.82 0.82 0.88 0.81 0.96 0.92 0.93 0.91 0.96 0.89 1.00

20) DELAWARE CAPITAL: LARGE CAP VALUE 0.47 0.75 0.56 0.72 0.76 0.84 0.62 0.93 0.85 0.85 0.90 0.85 0.99 0.96 0.96 0.93 0.99 0.88 0.98 1.00

21) FRANKLIN PRIVATE: LARGE CAP VALUE 0.51 0.76 0.58 0.72 0.76 0.83 0.61 0.95 0.85 0.85 0.89 0.86 0.97 0.94 0.96 0.94 0.97 0.91 0.99 0.98 1.00

22) OFI PRIVATE INVT: GULF VALUE 0.55 0.79 0.62 0.76 0.81 0.89 0.67 0.97 0.89 0.90 0.93 0.88 0.98 0.96 0.95 0.94 0.96 0.93 0.97 0.97 0.98 1.00

23) JENNISON ASSOC: LARGE CAP VALUE 0.47 0.75 0.57 0.73 0.78 0.84 0.64 0.93 0.87 0.86 0.90 0.87 0.99 0.97 0.97 0.93 0.98 0.87 0.96 0.98 0.97 0.97 1.00

24) MFS INVT MGMT: WRAP-LCV 0.51 0.76 0.58 0.72 0.75 0.84 0.63 0.93 0.85 0.85 0.89 0.84 0.96 0.92 0.93 0.95 0.98 0.89 0.97 0.98 0.97 0.95 0.95 1.00

25) NORTHERN TRU VAL: VALUE EQUITY 0.43 0.70 0.51 0.67 0.71 0.83 0.57 0.93 0.83 0.83 0.88 0.82 0.97 0.93 0.93 0.91 0.96 0.87 0.99 0.98 0.98 0.98 0.97 0.97 1.00

26) NWQ INVESTMENT: LARGE CAP VALUE 0.45 0.73 0.54 0.69 0.74 0.81 0.57 0.93 0.83 0.83 0.87 0.84 0.97 0.95 0.96 0.91 0.95 0.89 0.98 0.98 0.99 0.98 0.97 0.94 0.98 1.00

27) OPPENHEIMER CAP: LARGE CAP VALUE 0.38 0.67 0.48 0.64 0.69 0.80 0.52 0.89 0.81 0.81 0.82 0.79 0.95 0.94 0.92 0.88 0.91 0.83 0.94 0.95 0.94 0.96 0.96 0.91 0.96 0.97 1.00

28) VICTORY SBSF: BROKER CONS LRG. 0.54 0.79 0.62 0.77 0.81 0.89 0.68 0.93 0.89 0.89 0.91 0.88 0.98 0.97 0.95 0.95 0.97 0.89 0.95 0.97 0.95 0.96 0.98 0.96 0.96 0.95 0.96 1.00

29) BRANDES PARTNERS: US LARGE CAP 0.37 0.64 0.43 0.60 0.65 0.77 0.49 0.89 0.77 0.77 0.82 0.77 0.94 0.89 0.89 0.87 0.92 0.83 0.97 0.94 0.97 0.96 0.95 0.92 0.98 0.96 0.95 0.92 1.00

30) Russell 3000 0.81 0.97 0.89 0.96 0.97 0.95 0.90 0.96 0.99 0.99 0.97 0.99 0.87 0.95 0.94 0.95 0.89 0.97 0.83 0.86 0.88 0.90 0.87 0.85 0.83 0.86 0.80 0.88 0.78 1.00

Color Code

Large Growth and Large Core Managers

Large Value Managers

In comparison to other large growth managers,   
Navellier LCG offers the lowest correlation to 
available large value managers.  Thus, client 

portfolios  can benefit from greater 
diversification

Read table from left to right.  Growth manager 
correlations outlined in red

Navellier does not calculate the statistical information included in the attached report.  The calculation and the 
information are provided by Zephyr Associates, a company not related to Navellier.  Although information contained in 
the report has been obtained from Zephyr Associates and is based on sources Navellier believes to be reliable, Navellier 
does not guarantee its accuracy, and it may be incomplete or condensed.  The report and the related Zephyr sourced 
information are provided on an “as is” basis.  The user assumes the entire risk of any use made of this information.  
Investors should consider the report as only a single factor in making their investment decision.  The report is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security.  
Zephyr sourced information is the exclusive property of Zephyr Associates.  Without prior written permission of 
Zephyr Associates, this information may not be reproduced, redisseminated or used to create any financial products.


