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Nothing to see here: Survivorship bias

Biases regularly present themselves in investing. Few enjoy their investment journey 
without suffering from one or more behavioural biases. This short note seeks to 
highlight the importance of being aware of one of the many cognitive errors we as 
mere human investors can be exposed to: survivorship bias.

Survivorship bias can lead to a distorted view of the past, as a result of ignoring those 
investments that didn’t survive the period under review. It is an easy bias for even the most 
honest of investors to fall foul to. There is no shortage of fund ‘best-buy’ lists provided 
within the industry (often provided by the platforms on which they want you to invest!). 
These lists provide a snapshot of funds that are available for sale to investors at the time 
they go to print, and will likely change over time to continue to offer available solutions. 
It would be entirely surprising – and not much use at all – for best-buy lists to include 
funds that are no longer in existence, but given that just half of GBP denominated globally 
diversified equity funds survived the 10-year period to the end of 20211 it is clear that these 
lists will need to have a large amount of turnover to stay relevant! 

Whilst not exclusively the case, generally funds that don’t survive a period are closed 
for commercial reasons of the management firm. Funds not delivering on promised 
performance, and funds not gathering scale (or a combination of the two) are likely reasons 
for closure. A fund management company handing back cash to investors in the event of a 
complete liquidation can result in unwanted capital gains tax liabilities. The closure of funds 
that invest in illiquid assets – such as direct property or private debt - can result in lengthy 
liquidation processes. Mitigating the chance of unexpected surprises like these is central to 
our ongoing governance process. Analysing the assets a fund has under management, the 
tenure of the fund, and the fund management firm’s reputation for product proliferation, are 
examples of considerations by the Investment Committee for the products recommended in 
your portfolio.

The chart on the following page demonstrates the impact ignoring survivorship bias can 
have. This cohort of multi-asset fund managers available to UK investors shown on the 
left-hand figure have, for the most part, delivered strong returns to investors over the past 
decade. This, however, ignores the over 400 funds of the starting cohort of around 1,000 
that didn’t make it to the end of the period. Those funds are illustrated in the bucket on the 
right.
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It is easy to pick past winners based on strong performance, because we are only looking 
at the cohort that survived. The key is to select a solution that will deliver a good result 
going forward, and to survive the period (which, as demonstrated above, many fail to). 
A risk-focused approach to investing and a strong – and regular - ongoing governance 
process are two ways we seek to ensure this is the case. Investing is not a set-and-forget 
process.

2INSIGHT

Figure 1: Multi-asset manager fund performance, Aug-12 to Jul-22
Data source: Morningstar Direct © All rights reserved. Funds available to UK investors in the Morningstar ‘Allocation’ 
categories. 627 of the starting 1,040 funds across 97 multi-asset fund managers survived the 10-year period. 413 funds 
were merged or liquidated.



Other notes and risk warnings
Use of Morningstar Direct© data

© Morningstar 2022. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/
or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate, 
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising 
from any use of this information, except where such damages or losses cannot be limited or excluded by law in your 
jurisdiction. Past financial performance is no guarantee of future results.

Risk warnings
This article is distributed for educational purposes only and must not be considered to be investment advice or an 
offer of any security for sale. The reference to any products is made only to make educational points and must, in no 
circumstances, be deemed to be any form of product recommendation.

This article contains the opinions of the author but not necessarily the Firm and does not represent a 
recommendation of any particular security, strategy or investment product.  Information contained herein has been 
obtained from sources believed to be reliable but is not guaranteed.  

Past performance is not indicative of future results and no representation is made that the stated results will 
be replicated.

Errors and omissions excepted.

Barnett Ravenscroft Wealth Management is a trading name of Barnett Ravenscroft Financial Services Ltd which is 
authorised and regulated in the United Kingdom by the Financial Conduct Authority FRN: 225634 and registered in 
England and Wales under Company No. 04013532.

The registered office address of the Firm is 13 Portland Road, Edgbaston, Birmingham, B16 9HN
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