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Factor Investing Perspectives

“Don’t look for the needle in the 

haystack. Just buy the haystack”

John C. Bogle, Vanguard Founder 

“Markets are efficient, but there are 

different dimensions of risk and 

those lead to different dimensions of 

expected returns.”

Eugene Fama

“A growing base of research raises 

the question of whether even the 

greatest investment managers in 

history were really active investing 

geniuses, or were simply rewarded 

for investing in a unique form of risk 

factor that just hadn’t been 

identified as such at the time”

Michael Kitces, Financial Planner, 

Commentator and Entrepreneur

“What was once considered 

manager skill is now often 

explained by exposure to 

systematic risk factors”

Larry Swedroe, Author, Financial 

Researcher, Evidence-Based Investing 

Pioneer 

“Only when the tide goes out do you 

discover who’s been swimming naked.”

Warren Buffet, Berkshire Hathaway

“We have a zoo of new factors, each with 

its own pet theory.”

John Cochrane, AFA Presidential Address
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The Rise of “Smart Beta”
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Smart Beta Product Landscape has Become Larger and More Diverse
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Source: SPDR Americas Research, Bloomberg Finance L.P., as of 06/30/2025. 
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Factor Investing ≠ Smart Beta

Source: SPDR Americas Research, Bloomberg Finance L.P., as of 06/30/2025. 

Smart Beta is a broad umbrella term for any rules-based, non-market capitalization index strategy; 

factor investing is the narrower subset targeting well-established, empirically verified long term return 

drivers.  
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Style-Box Investing

• Classifies stocks or funds by style 

and size.

• Disaggregates the universe 

• Originally used for active manager 

benchmarking.

Alternatively Weighted

• Rules based approaches that depart from market-cap 

weighting to emphasize specific stock characteristics or 

diversification goals

• E.g. equal weight, fundamental, dividend, diversity, equal 

risk

Factor Investing

• Targets broad, proven drivers of return by systematically 

tilting towards those characteristics to capture long-term 

premia

• E.g. Single or multi-factor, static or dynamic approaches

Thematic

• Focuses on specific trends or themes by 

grouping companies tied to a common narrative 

(not a risk premium)

• E.g. AI, Robotics, Green Energy, 

Cybersecurity

“The haystack”

John C. Bogle
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What are Factors and How do we Identify/Measure Them? 

Decomposing portfolio returns into market, factors and skill. 
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Portfolio 
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P/Sales, P/E, P/CF, P/B
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Balance sheet, earnings 

stability, debt levels

Momentum

Strong recent performance

Size

Smaller market cap.

Dividend Yield

High dividend yield

Low Vol
Lower standard deviation of 

returns

“Markets are efficient, but 

there are different dimensions 

of risk and those lead to 

different dimensions of 

expected returns.” -Eugene 

Fama
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Factors May Outperform over the Long Term, but Performance Varies over the 
Economic Cycle
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Single Factor Cyclicality: The Case for Diversification

Source: MSCI, as at 31 December 2025.  Factor index returns are represented by the following indices (in USD terms); Value; MSCI World Enhanced Value Index, Yield; MSCI World High Dividend Yield Index, Low 

Vol: MSCI World Minimum Volatility (USD) Index, Size; MSCI World Equal Weighted Index, Quality; MSCI World Quality Index; Momentum; MSCI World Momentum Index, Multi-Factor; MSCI World Factor Mix A-Series 

Index. Past performance is not a guarantee of future returns.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

9.7

11.9 9.5 13.4 13.4

8.2 6.0 8.9 12.8 6.7 8.3

6.3 5.1 6.1 10.3 10.4 11.0 11.4 9.8 6.4 6.0 1.8 5.9 8.3

5.5 4.9 5.3 18.3 7.9 7.2 6.9 11.1 5.9 9.4 5.2 3.5 4.9 1.3 9.7 3.2 8.4 4.4 18.3

4.9 4.3 23.0 4.4 7.3 1.5 0.7 5.3 2.6 4.3 9.4 3.0 2.4 4.6 0.6 3.6 2.2 0.0 12.4 1.3 0.3

4.4 3.1 16.6 1.9 5.2 0.4 0.3 0.5 2.5 0.3 6.2 0.2 0.4 1.6 2.4 0.4 0.9 1.2 0.0 6.3 3.8 0.4 8.6 11.5 0.2

-4.0 -3.6 -2.6 -1.8 -0.2 -2.5 -1.5 -2.3 -0.3 -4.2 -1.5 -0.7 -1.0 -0.6 0.0 -0.2 -3.5 -3.8 -5.9 -0.5 -4.1 -4.2 -0.2 -2.5

-4.5 -1.8 -1.3 -3.0 -2.3 -13.6 -1.1 -6.0 -1.7 -2.2 -2.0 -2.3 -3.0 -0.9 -5.2 -4.5 -6.3 -1.8 -4.5 -4.8 -2.8

-7.7 -1.8 -3.9 -3.5 -2.3 -15.8 -3.2 -2.8 -4.8 -2.5 -2.4 -3.3 -4.3 -4.5 -13.3 -6.0 -7.1 -7.8 -4.6

-7.9 -4.0 -5.5 -2.8 -8.1 -5.1 -8.7 -15.9 -6.9 -12.0 -10.7 -10.6

-11.7 -3.6 -19.9 -7.2 -14.7 -11.0

-7.8 -7.6 -16.4 -13.6

MSCI World Factor Indices: Calendar Year Excess Returns(vs MSCI World Index)
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Multi-Factor Strategies Seek to Smooth Investment Outcomes Through 
Different Business Cycles

Source: MSCI, as at 31 December 2025.  Factor index returns are represented by the following indices (in USD terms); Value; MSCI World Enhanced Value Index, Yield; MSCI World High Dividend Yield Index, Low 

Vol: MSCI World Minimum Volatility (USD) Index, Size; MSCI World Equal Weighted Index, Quality; MSCI World Quality Index; Momentum; MSCI World Momentum Index, Multi-Factor; MSCI World Factor Mix A-Series 

Index. Past performance is not a guarantee of future returns.
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Factors May Outperform over the Long Term, but Performance Varies over the 
Economic Cycle
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MSCI 
World

Value

Quality
Low 
Vol

78%

83%

Active Share

MSCI World Index vs MSCI World Factor Indexes
VALUE

• Overweight Information Technology (Communications Equipment 

and Semiconductors)

• Top Positions: Micron Technology, Intel Corporation, Cisco 

Systems

QUALITY

• Overweight Health Care (Pharmaceuticals), Underweight Financials 

(Banks)

• Top Positions: Meta Platforms, Visa, ASML Holding, Eli Lilly, 

Johnson and Johnson 

LOW VOLATILITY

• Overweight Consumer Staples, Health Care and Utilities, 

Underweight IT (Semiconductors), Industrials, Consumer 

Discretionary

• Top Positions: Duke Energy, Cisco Systems, Southern Company, 

Cencora

Positioning

Source: MSCI, as at 30 April 2026.  Factor index holdings are represented by the following indices; Value; MSCI World Enhanced Value Index, Yield; MSCI World High Dividend Yield Index, Low Vol: MSCI World 

Minimum Volatility (USD) Index, Size; MSCI World Equal Weighted Index, Quality; MSCI World Quality Index; Momentum; MSCI World Momentum Index, Multi-Factor; MSCI World Factor Mix A-Series Index. Past 

performance is not a guarantee of future results. 
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Factors May Outperform over the Long Term, but Performance Varies over the 
Economic Cycle
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Sustainable, quality dividend 

exposure to support retirement 

portfolios or income seeking 

mandates. 

Country caps allow for a more 

diversified (less US-

concentrated), income-orientated 

portfolio. 

Potential for enhanced risk-

adjusted returns versus 

traditional market-cap index

QMIX

Income sleeve Diversification

Lower risk 

core holding Multi-factor targeting Value, Quality & 
Low Volatility to enhance and smooth 
investment outcomes. 
Reduce single factor cylicality. 
Avoid factor timing. 
Transparent and low fee relative to 
active management. 

WDIV & SYI
A diversified exposure targeting 
sustainable, high dividend 
exposure 

By consolidating active manager 

allocations that target similar 

factor exposures

Fee reductions



12

Thank You & Questions
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Disclaimer 
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Issued by State Street Global Advisors, Australia Services Limited (AFSL Number 274900, ABN 16 108 671 

441) ("SSGA, ASL").  Registered office: Level 14, 420 George Street, Sydney, NSW 2000, Australia · 

Telephone: 612 9240-7600 · Web: ssga.com. 

State Street Investment Management is the business name for State Street Global Advisors, Australia, 

Limited (AFSL 238276, ABN 42 003 914 225) (“State Street IM”), the parent entity of SSGA, ASL.

SSGA, ASL is the Responsible Entity and the issuer for the State Street Managed Funds, which are unlisted, 

and the State Street ETFs which are quoted on the AQUA market of the ASX or listed on the ASX.

This material is general information only and does not take into account your individual objectives, financial 

situation or needs and you should consider whether it is appropriate for you. You should seek professional 

advice and consider the Product Disclosure Statement, available at ssga.com, before deciding whether to 

acquire or continue to hold the Funds. Target Market Determinations are also available at ssga.com.  This 

material should not be considered a solicitation to buy or sell a financial product or security. 

Investing involves risk including the risk of loss of principal.  Please refer to the product disclosure statement 

for the specific risks associated with investing in the fund.

Equity securities may fluctuate in value in response to the activities of individual companies and general 

market and economic conditions.

A Smart Beta strategy does not seek to replicate the performance of a specified cap-weighted index and as 

such may underperform such an index. The factors to which a Smart Beta strategy seeks to deliver exposure 

may themselves undergo cyclical performance. As such, a Smart Beta strategy may underperform the 

market or other Smart Beta strategies exposed to similar or other targeted factors. In fact, we believe that 

factor premia accrue over the long term (5-10 years), and investors must keep that long time horizon in mind 

when investing.

A “low volatility” style of investing can exhibit relative low volatility and excess returns compared to the Index 

over the long term; both portfolio investments and returns may differ from those of the Index. The fund may 

not experience lower volatility or provide returns in excess of the Index and may provide lower returns in 

periods of a rapidly rising market.

A "quality" style of investing emphasizes companies with high returns, stable earnings, and low financial 

leverage. This style of investing is subject to the risk that the past performance of these companies does not 

continue or that the returns on "quality" equity securities are less than returns on other styles of investing or 

the overall stock market.

A “value” style of investing that emphasizes undervalued companies with characteristics for improved 

valuations, which may never improve and may actually have lower returns than other styles of investing or 

the overall stock market.

SPDR®, Standard & Poor’s®, S&P® and iBoxx® are registered trademarks of S&P Global, Inc. or its 

affiliates (“S&P”), Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC, ASX® is a 

registered trademark of the ASX Operations Pty Ltd, these trademarks have been

licensed for use by S&P Dow Jones Indices LLC and sub-licensed for use to SSGA, ASL. MSCI indexes are 

the exclusive property of MSCI Inc.(“MSCI”). MSCI and the MSCI index names are service mark(s) of MSCI 

or its affiliates and have been licensed for use for certain purposes by State Street. State Street products are 

not sponsored, endorsed, sold or promoted by any of these entities and none of these entities bear any 

liability with respect to the ETFs or make any representation, warranty or condition regarding the advisability 

of buying, selling or holding units in the ETFs issued by SSGA, ASL.

There is no representation or warranty as to the currency or accuracy of, nor liability for, decisions based on 

such information.

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents 

disclosed to third parties without State Street IM’s express written consent.

© 2026 State Street Corporation. All Rights Reserved.

8942464.2.1.ANZ.INST Expiry Date: 31/05/2027
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