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…  B U T  T H E R E  I S  L A R G E D I S P E R S I O N  
B E T W E E N  F A C T O R  M A N A G E R S

Most important determinants of dispersion in factor fund performance

1. Factor selection

3. Efficiently combining factors
> No “one size fits all”
> Needs holistic portfolio view

2. Efficiently harvesting factors



I M P R O V E M E N T S  O F  R O B E C O  F A C T O R  E X P O S U R E  
M O N I T O R



F I R S T  F A C T O R  S C A N  G E N E R A T I O N

Active Portfolio
Equity only

100% Active

Total portfolio with factor completion
Equity only

60% Active + 40% MSCI Value-Weighted



P O T E N T I A L  I M P R O V E M E N T S

1. Include alternative asset classes

2. Project returns

3. Visualize output



I N C O R P O R A T E  A L T E R N A T I V E  A S S E T S

Insight
Factor exposures in Private Equity, Real Estate 
and Real Assets

Challenge
No holdings data available for alternative assets

Solution
Returns-based style analysis



R E T U R N  P R O J E C T I O N

Insight
Factor exposures affect performance

Challenge
Difficult to estimate returns

Solution
Fama-MacBeth regressions



M E T H O D O L O G Y  1

Incorporate alternative assets



R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S

Origin
Sharpe (1992) “Asset Allocation: Management Style & 
Performance Measurement”

Solution
No holdings data required

Methodology
Attribute performance to set of factors

𝑹𝒊 = [𝒃𝒊,𝟏 𝑭𝟏 + 𝒃𝒊,𝟐 𝑭𝟐… + 𝒃𝒊,𝒏 𝑭𝒏] + 𝜺𝒊



R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S

𝑹𝒊 = [𝒃𝒊,𝟏 𝑭𝟏 + 𝒃𝒊,𝟐 𝑭𝟐… + 𝒃𝒊,𝒏 𝑭𝒏] + 𝜺𝒊70% of Real Estate returns = 8% Value + 50% Low risk + 40% Quality



70% of Real Estate Returns

40% Low Quality50% Low risk
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E X A M P L E :  R E A L  E S T A T E  E X P O S U R E S  

8% Value
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Return projection



R E G R E S S I O N  A N A L Y S I S

Origin
Fama MacBeth (1973) “Risk, Return and Equilibrium: 
Empirical Tests”

Solution
Estimate time series of factor premium returns

Methodology
𝑹𝒊,𝒕 = 𝜶𝒊 + 𝒗 ∙ 𝑽𝑨𝑳𝒊,𝒕 ∙ +𝒎 ∙ 𝑴𝑶𝑴𝒊,𝒕 + 𝒍 ∙ 𝑳𝒐𝒘 𝑹𝒊𝒔𝒌𝒊,𝒕 + 𝒒 ∙ 𝑸𝑼𝑨𝑳𝒊,𝒕 + 𝒔 ∙ 𝑺𝑰𝒁𝑬𝒊,𝒕 + 𝜺𝒊,𝒕



R E G R E S S I O N  A N A L Y S I S

𝑹𝒊,𝒕 = 𝜶𝒊 + 𝒗 ∙ 𝑽𝑨𝑳𝒊,𝒕 ∙ + 𝒎 ∙ 𝑴𝑶𝑴𝒊,𝒕 + 𝒍 ∙ 𝑳𝒐𝒘 𝑹𝒊𝒔𝒌𝒊,𝒕 + 𝒒 ∙ 𝑸𝑼𝑨𝑳𝒊,𝒕 + 𝒔 ∙ 𝑺𝑰𝒁𝑬𝒊,𝒕 + 𝜺𝒊,𝒕



P R O J E C T  R E T U R N S  F R O M  E X P O S U R E S

Step 1
Calculate coefficients

Step 2
Apply factor exposures

Step 3
Project returns

𝑹𝒊,𝒕 = 𝜶𝒊 + 𝒗 ∙ 𝑽𝑨𝑳𝒊,𝒕 ∙ + 𝒎 ∙ 𝑴𝑶𝑴𝒊,𝒕 + 𝒍 ∙ 𝑳𝒐𝒘 𝑹𝒊𝒔𝒌𝒊,𝒕 + 𝒒 ∙ 𝑸𝑼𝑨𝑳𝒊,𝒕 + 𝒔 ∙ 𝑺𝑰𝒁𝑬𝒊,𝒕 + 𝜺𝒊,𝒕

Returns



C A S E  1

Real Estate



R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S

70% of Real Estate returns = 8% Value + 50% Low risk + 40% Quality

Incorporate Real Estate in portfolio scans for total portfolio perspective



T O T A L  P O R T F O L I O  P E R S P E C T I V E

Active Portfolio
Equity only

100% Active

Total portfolio with factor completion
Equity + Real Estate

30% Active + 20% MSCI Value-Weighted + 50% Real Estate

Total portfolio with factor completion
Equity only

60% Active + 40% MSCI Value-Weighted



H O W  W I L L M Y P O R T F O L I O  P E R F O R M ?

LOW HIGH
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C A S E  2

Private Equity



R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S

Incorporate Private Equity in portfolio scans for total portfolio perspective

90% of Private Equity returns = 11% Momentum + 30% Quality + 21% Size + 24% Growth + 14% High risk



T O T A L  P O R T F O L I O  P E R S P E C T I V E

Active Portfolio
Equity only

100% Active

Total portfolio with factor completion
Equity + Private Equity

30% Active + 10% MSCI Momentum + 10% MSCI MinVol + 
50% Private Equity

Total portfolio with factor completion
Equity only

60% Active + 40% MSCI Value-Weighted



H O W  W I L L M Y P O R T F O L I O  P E R F O R M ?

LOW HIGH
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H O W  W I L L M Y P O R T F O L I O  P E R F O R M ?

LOW HIGH



C O N C L U D I N G  R E M A R K S



M A I N  T A K E - A W A Y S

(In-)efficient combinations of factors lead to performance dispersion

Evaluate factor exposure holistically at overall portfolio level

Expected returns provide useful insight beyond exposure information



Important Information

Robeco Institutional Asset Management B.V. has a license as manager of Undertakings for Collective Investment in Transferable Securities (UCITS) and Alternative Investment Funds (AIFs) (“Fund(s)”) from the Netherlands Authority for the Financial Markets in
Amsterdam. This document is solely intended for professional investors, defined as investors which qualify as professional clients, have requested to be treated as professional clients or are authorized to receive such information under any applicable laws. 
Therefore, the information set forth herein is not addressed and must not be made available, in whole or in part, to other parties, such as retail clients. Robeco Institutional Asset Management B.V and/or its related, affiliated and subsidiary companies, (“Robeco”), 
will not be liable for any direct, indirect, special, incidental or consequential damages arising out of the use of any opinion or information expressly or implicitly contained in this publication. The content of this document is based upon sources of information 
believed to be reliable. Without further explanation this document cannot be considered complete. It is intended to provide the professional investor with general information on Robeco’s specific capabilities, but does not constitute a recommendation or an advice 
to buy or sell certain securities or investment products and/or to adopt any investment strategy. Nothing in this material constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your 
individual circumstances, or otherwise constitutes a personal recommendation to you. Any opinions, estimates or forecasts may be changed at any time without prior warning. If in doubt, please seek independent advice. All rights relating to the information in this 
document are and will remain the property of Robeco. This material may not be copied or used with the public. No part of this document may be reproduced, saved in an automated data file or published in any form or by any means, either electronically, 
mechanically, by photocopy, recording or in any other way, without Robeco's prior written permission. 

The material and information in this document are provided "as is" and without warranties of any kind, either expressed or implied. Robeco and its related, affiliated and subsidiary companies disclaim all warranties, expressed or implied, including, but not limited 
to, implied warranties of merchantability and fitness for a particular purpose.

Investment involves risks. Before investing, please note the initial capital is not guaranteed. The value of the investments may fluctuate. Past performance is no guarantee of future results. Investors should ensure that they fully understand the risk associated with 
the Fund. Investors should also consider their own investment objective and risk tolerance level. The information in this material may contain projections or other forward-looking statements regarding future events, targets, management discipline or other 
expectations which involve assumptions, risks, and uncertainties and is only as current as of the date indicated. Based on this, there is no assurance that such events will occur, and may be significantly different than that shown here, and Robeco cannot guarantee 
that these statistics and the assumptions derived from the statistics will reflect the market conditions that may be encountered or future performances. Historical returns are provided for illustrative purposes only. The price of units may go down as well as up and the 
past performance is not indicative of future performance. If the currency in which the past performance is displayed differs from the currency of the country in which you reside, then you should be aware that due to exchange rate fluctuations the performance 
shown may increase or decrease if converted into your local currency. The performance data do not take account of the commissions and costs incurred on the issue and redemption of units. 

Unless otherwise specified the prices used for the performance figures of the Luxembourg-based Funds are the end-of-month transaction prices net of fees up to 4 August2010. From 4 August 2010, the transaction prices net of fees will be those of the first business 
day of the month. Return figures versus the benchmark show the investment management result before management and/or performance fees; the Fund returns are with dividends reinvested and based on net asset values with prices and exchange rates of the 
valuation moment of the benchmark. Please refer to the prospectus of the Funds for further details. 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, such as US Persons, where such distribution, document, availability or use 
would be contrary to law or regulation or which would subject the Fund and its investment manager to any registration or licensing requirement within such jurisdiction.

Any decision to subscribe for interests in the Fund must be made solely on the basis of information contained in the prospectus which information may be different from the information contained in this document. The information contained in this document is 
qualified in its entirety by reference to the prospectus, and this document should, at all times, be read in conjunction with the prospectus. The prospectus and the Key Investor Information Document for the Robeco Funds can all be obtained free of charge at 
www.robeco.com.

Additional Information for investors with residence or seat in the United Kingdom

Robeco is subject to limited regulation in the UK by the Financial Conduct Authority. Details about the extent of our regulation by the Financial Conduct Authority are available from us on request.

http://www.robeco.com/

