
I have been asked before, particularly by financial professionals as to why I chose the S&P 500 

to compare our performance to when we are an international, mostly small-cap fund. My choice 

of the S&P 500 as our ‘benchmark’ to compare both absolute and relative performance to has to 

do with our investor’s cost of capital, rather than attempting to find the index which most closely 

resembles our holdings.  

Firstly, if they weren’t investing with Comus, the vast majority of our investors would own a 

low-cost S&P 500 index. Our portfolio often isn’t just a client’s international allocation and can 

comprise a significant percentage of their investment capital and therefore in many cases they are 

giving up the dominant index for us.  

Secondly, the S&P 500 has and I expect will continue to outperform the vast majority of global 

and international indices. The MSCI EAFE index and all its variants (including all of its small-

cap indices) have historically underperformed the S&P 500. See here: 

https://www.msci.com/end-of-day-data-search 

The best performing international small-cap index that I have found is the FTSE all-world ex-US 

index, which has also underperformed the S&P 500 since inception. See here: 

https://investor.vanguard.com/etf/profile/VSS 

It is possible that the past 10 years are an aberration and it isn’t necessarily the case that these 

indices will always underperform the dominant US index, but my goal in using the S&P 500 was 

to take the best-performing index that accurately represents what most investors are giving up to 

move funds to Comus. If I had used these international small-cap indices, our relative 

performance thus far would dramatically improve, as these indices have averaged around 6.5% 

over the past 3 years. We would therefore be tripling our relevant benchmark and it would 

probably not give an accurate representation of what our investors have given up to invest with 

us. 

If it is the case that these or other relevant indices outperform the S&P 500 long-term, I am 

happy to use them as our benchmark, particularly if there is demand for this from current or 

potential clients. The questioning on this I have received from financial professionals comes 

from the fact that industry standards dictate using the closest representation of one’s holdings 

regardless of performance and so there is skepticism when I use a US large cap index when we 

are an international small-cap investment firm. Again, our situation is unique in that our 

investors don’t view us as merely a trade-off to typical international exposure and so we have set 

our standards higher. 

https://www.msci.com/end-of-day-data-search
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