
Active, passive or both
What’s your investment personality?

There are many ways to build a portfolio to pursue your 

long-term goals. Sometimes investors wonder whether  

it’s better to invest in active funds or passive funds.  

The debate is ongoing, and the answer generally  

depends on who you ask.

http://ngam.natixis.com/


Active or passive?
Both management styles may have advantages, but it’s helpful to have  
an idea of where you fit on the spectrum.

•  Active fund managers select and purchase particular securities they  
believe can perform well. They continuously monitor their securities  
and the markets, seeking to take advantage of profitable conditions.

•  Passive fund managers buy a predetermined basket of securities and  
do not actively attempt to profit from price movements. Instead, they 
rely on the belief that, in the long run, markets tend to rise and the 
investment will be profitable.

If you’re not sure what you think – or if you’ve never even thought 
about it – take this short quiz to help learn where you stand in the 
active/passive debate.

WHAT DO YOU BELIEVE? TAKE THIS QUIZ.

Circle your response  
to each statement Agree Disagree No opinion

Investments should manage  
risk and try to limit losses 2 0 1

Investment markets  
always reflect  
fundamental value

0 2 1

Declining markets can  
still provide investment  
opportunities

2 0 1

The potential for investment 
value is worth paying a  
premium for 

2 0 1

Short-term market fluctuations 
can create investment  
opportunities 

2 0 1

Tally up your responses and  
write your score in the column  
on the right.

Total

________

To find your investment  
personality, see answer 
key on the reverse side

Talk with your financial advisor about how you can use these 
results. Together you can construct a portfolio that matches 
your investment personality.



Active Passive 

Risk Risk considerations may 
factor into decisions to buy 
or sell specific securities

Managers may actively hedge 
their securities positions or 
move assets to cash 

Risk is a by-product of total  
market exposure and not  
actively controlled

Passive funds generally  
remain fully invested in the 
market they track 

Market  
exposure

Funds maintain selective  
exposure to individual securi-
ties, based on the managers’ 
analysis of companies and 
ongoing market dynamics

Managers seek to benefit  
from short-term differences 
among value, expectations 
and price

Funds maintain broad  
exposure to all of the  
securities in an index

Funds follow broad market 
movements as closely as 
possible

Customization Fund managers determine 
what to own and what to  
avoid, and can adapt to  
changing market conditions

Management style may be 
based on specific investment 
beliefs and can feel custom-
ized, which can align with 
individual investment goals

Funds must accept the 
market as it is

Funds adhere to specific 
exposure requirements  
that cannot change regard-
less of the prevailing market 
environment

Fees Generally higher, but  
managers seek to offset  
fees with performance that  
exceeds the benchmark

Generally lower, but  
managers are unable to 
exceed benchmark returns

Both play distinct roles
Key differences between active and passive investment styles make  
them complementary in an investment portfolio.

•  Active investing is selective, as managers seek to identify the  
securities they believe possess the greatest profit potential.

•  Passive investing is inclusive, as the managers seek to mirror  
the holdings in an index.

It may not be either/or
Many financial advisors recommend a combination of active and passive 
funds. When stock and bond markets are generating strong returns, using  
a passive indexed approach can be a cost-effective way to participate in  
broad growth trends. But when market conditions are more challenging, 
active managers may be able to identify investments that can outpace  
the averages. 

So, what’s the bottom line?
Active funds provide the potential benefits of customization and market- 
beating performance, while passive funds may help keep costs down  
thanks to their lower fees. Maintaining exposure to both styles may offer 
diversification under a variety of market conditions. 



Investment Personality Answer Key:

[0–3]  You’re patently passive – You would prefer to pay low fees and trust that  
selecting broadly diversified index funds or exchange-traded funds (ETFs) will  
provide suitable returns.

[4–7]  You’re a hybrid: passive and active – You may feel most comfortable with  
a combination of broad market exposure through index funds and targeted  
exposure through actively managed funds.

[8–10]  You’re all active, all the time – You would rather have an active fund  
manager making investment decisions on your behalf than accept market returns.

To learn more about the role of actively managed funds in a  
durable portfolio, please speak to your investment professional or 
Visit: ngam.natixis.com.
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Investing involves risk, including the risk of loss. Investment risk exists with active and 
passive investments. There is no assurance that any investment will meet its performance 
objectives or that losses will be avoided.

Active funds/active management – The use of a human element, such as a single manager,  
co-managers or a team of managers, to actively manage a fund’s portfolio. Active managers rely on 
analytical research, forecasts and their own judgment and experience in making investment decisions 
on what securities to buy, hold and sell. The opposite of active management is called passive 
management, better known as “indexing.” 

Benchmark – A standard against which the performance of a security, mutual fund or investment 
manager can be measured. Generally, broad market and market-segment stock and bond indexes are 
used for this purpose.

Hedge – An investment to reduce the risk of adverse price movements in an asset. Normally,  
a hedge consists of taking an offsetting position in a related security.

Index – A statistical measure of change in an economy or a securities market. In the case of financial  
markets, an index is an imaginary portfolio of securities representing a particular market or a portion of 
it. Each index has its own calculation methodology and is usually expressed in terms of a change from a 
base value. Thus, the percentage change is more important than the actual numeric value.

Passive funds/passive management – A style of management associated with mutual and  
exchange-traded funds (EFTs) where a fund’s portfolio mirrors a market index. Passive management 
is the opposite of active management in which a fund’s manager(s) attempt to beat the market with 
various investing strategies and buying/selling decisions.

Securities – Financial instruments that represent an ownership position in a publicly-traded corporation 
(stock), a creditor relationship with a governmental body or a corporation (bond), or rights to ownership 
as represented by an option. A security is a fungible, negotiable financial instrument that represents 
some type of financial value. The company or entity that issues the security is known as the issuer.

NATIXIS GLOBAL ASSET MANAGEMENT

Natixis Global Asset Management serves thoughtful investment professionals worldwide with more 
insightful ways to invest. Through our Durable Portfolio Construction® approach, we focus on risk to 
help them construct more strategic portfolios that seek to endure today’s unpredictable markets. We 
draw from deep investor and industry insights and partner closely with our clients to put objective data 
behind the discussion. Natixis is ranked among the world’s largest asset management firms.1 Uniting 
more than 20 specialized investment managers globally ($895.6 billion AUM2), we bring a diverse range 
of solutions to every strategic opportunity. From insight to action, Natixis helps our clients better serve 
their own with more durable portfolios.

1  Cerulli Quantitative Update: Global Markets 2016 ranked Natixis Global Asset Management, S.A. 
as the 16th largest asset manager in the world based on assets under management ($870.3 billion) 
as of March 31, 2017.

2  Net asset value as of March 31, 2017. Assets Under Management (AUM) may include assets for 
which non-regulatory AUM services are provided. Non-regulatory AUM includes assets which do 
not fall within the U.S. Securities and Exchange Commission’s definition of ‘regulatory AUM’ in 
Form ADV, Part 1.

NGAM Distribution, L.P. is a limited-purpose broker-dealer and the distributor of various registered 
investment companies for which advisory services are provided by affiliates of Natixis Global Asset 
Management, S.A.


