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The sheer length of investment account 
statements may lead an investor to believe 

there is a wealth of useful information 
inside.  Not true.  Computer-generated 

performance reports provide the 

information investors need to evaluate 
their investments, fees and advisors. 

 

 

Most of what investors want to know won’t be found in the 

account statement. Or it will be so buried as to be 

meaningless. This Newsletter discusses what investors need to 

understand their investments and how to get it. 

In general, investors want to know three things about their 

investments: (1) how much do I have? (2) how have my 

investments grown? and (3) what do I pay for the products and 

services received?  

The follow up (and probably more important) questions are: (a) 

how do I know if I should be happy with my returns? And (b) how 

will my investments grow to fund my retirement and other 

goals? But that’s a separate Newsletter. 

Back to account statements. What do they show?  Typically, for 
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the month and Year-To-Date periods, it shows such exciting data 

as [feel free to skip to next paragraph]: Starting Value, Cash Value 

of Purchases and Sales, Investments Purchased/Sold, Deposits 

and Withdrawals, Dividends and Interest, Fees & Charges, 

Transfers, Income Reinvested, Change in Value of Investments, 

Ending Value and Change in Account Value.   The account 

statement also shows Asset Composition (allocation), Gain or 

Loss Summary, Income Summary, Investment Detail, Transaction 

Detail and other equally interesting stuff.  

So how does this information stack up against what is most 

helpful to investors? 

The number of investors who understand their investment 

account or 401k statements is surprisingly low. But the kicker 

is: even if investors understood every line, it wouldn’t tell them 

much. 

 

How Much Do I Have?  

OK, the statement actually provides the exact Ending Balance 

value of the investor’s account as of the statement date. 

How Have My Investments Grown? 

While “Change in Investment Value” may be somewhat helpful, it 

doesn’t come close to telling the full story. 

Limit 1: Limited Time Period 

Even a year-end account statement only provides the “Change in 

Investment Value” for one year. How helpful is that when an 

economic cycle lasts several years? What really matters is your 

returns from when you started investing, and unless you want to 

keep track of it on your own, you won’t get any long-term return 

data. 
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Limit 2:  Deposits and Withdrawals 

Deposits and withdrawals severely distort changes in 

value.   Example: 

 

  

Account A                  Account B 

Beginning Balance                  0                                   0 

January 1 DEPOSIT       10,000                                 0    

October 1 DEPOSIT             0                          10,000 

Ending Balance               10,500                         10,500 

 

In each account, the value of the $10,000 deposits increased to 

$10,500. 

However, Account A grew 5% over one year, so its annualized 

return is 5%.  

Account B grew 5% over three months, so its annualized return is 

four times 5% or 20%. 

That's a big difference. Deposits and withdrawals and when they 

are makes “Change in Value” a poor substitute for portfolio 

returns. 

Only a Performance Report accurately reflects your returns, and it 

should clearly state the fees that you have paid. 

Only a computer can calculate investment returns that properly 

take into account deposits and withdrawals. Your performance 

report should comport with Global Investment Reporting 

Standards. Demand this industry standard. If you do not, any 

hand-crafted, Excel-calculated report will be no more helpful 

than your account statement.  

 

What Do I Pay For The Products And Services I Receive? 

Account Statements will reflect Fees and Costs for the month and 

pursuant to federal law. 

 

 



year-to-date. Whether these fees and costs are what you agreed 

to pay or you understand them is another matter.  

As part of WWM’s services, we often analyze investor account 

statements from other firms. Many of those accounts are 

charged an Assets Under Management (AUM) fee. A disturbing 

amount of the time, the AUM fee is proven to be significantly 

higher than what the investor thought they were paying. Not 

surprisingly, the differences in believed and actual fees are never 

in the investor’s favor. 

You can confirm if you are paying more than you think by using 

your account statement and a relatively easy calculation.   

First, find how much you were charged in one month. AUM fees 

are typically billed quarterly, so your four charges will likely 

appear on the “Fees and Charges” line and in the “This Period” 

column (rather than the “Year-To-Date” column. Divide the “Fees 

and Charges” amount by the “Starting Value at the beginning of 

“This Period.” Then, if billed each quarter, multiply the result by 4 

to get your annualized fee. Hopefully it will be exactly what you 

expected.  Or just send a statement to WWM, and we’ll do it for 

you. 

Non-Profit Investment Trustees and 401k Plan Sponsors have a 

fiduciary duty to understand fees and costs and to monitor those 

costs. No doubt, individual investors should be equally 

diligent with their own money.  They should understand the 

limited value of their account statements and demand 

performance reports calculated pursuant to Global Investment 

Reporting Standards. 

 

If an investor doesn't fully understand their investment 

performance and the fees they pay, they should find the 

appropriate professional to help them. 
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