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1. Is Passive Investing Truly Passive?
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Source: Morningstar as of November 3, 2017 – Illustration has been modified for this presentation
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1. Passive Investing isn’t Passive
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Source: Morningstar as of November 3, 2017 – Illustration has been modified for this presentation



2. There is Passive, Passive & Passive
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Different ways to get exposure to indices:

Full replication: Buying all the index names

Sampling: Divide the index in cells that represent characteristics 
of that index and invest in stocks that mimic these cells

Optimization: Buying the securities in an index that provide the most
representative sample of the index based on 
correlations, exposure and risk



3. Active Choices For The Passive Investor

10

Activities of a Global Equity index portfolio manager:

1. What to do with new cash inflows?
2. What to buy/sell? 
3. When to buy/sell?
4. How to act in case of corporate actions?
5. When and how to rebalance?
6. How to deal with dividend taxation?
7. Engage in securities lending?
8. What kind of collateral for securities lending?
9. How to finance a redemption?

Passive investing = Active decisions



4. Isn’t Passive Investing Free Riding?
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5. Passive Vehicles Underperform

Source: Morningstar as of November 3, 2017 – Illustration has been modified for this presentation
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6. Allocates To Stocks With A Negative Return
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7.The Hidden Cost Of Index Arbitrage

Source: Petajisto (2011), The Index Premium and Its Hidden Cost for Index Funds, Journal of Empirical Finance, 2011, 18(2):271-288



8. No SRI Integration
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9. Corporate Governance

https://www.youtube.com/watch?v=OYpCxXuF3M8&feature=youtu.be


Passive Investing

Index tracker

No sustainability

Corporate governance is at risk

Disadvantages
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G E N E R A L  E L E C T R I C

…

No academic insights

Performance lags index after costs

Prone to index arbitrage
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Enhanced Indexing 

Research and Experience

Robeco quant research

S I N C E

1 9 9 4

Robeco quant equity portfolios

S I N C E

2 0 0 2

Academic research

S I N C E

1 9 7 7



Enhanced Indexing 

Value Investing

V A L U A T I O N
B O O K  /  P R I C E

Q U A L I T Y
S H A R E  B U Y B A C K S

Value characteristics

Value stocks
provide better returns



Enhanced Indexing 

Momentum Investing

V A L U A T I O N
B O O K  /  P R I C E

Q U A L I T Y
S H A R E  B U Y B A C K S

Value stocks
provide better returns

Value characteristics Momentum characteristics

A N A L Y S T S
R E V I S I O N S

Momentum stocks 
provide better returns

M O M E N T U M
P R I C E  T R E N D S



Enhanced Indexing 

Ranking the stocks

V A L U A T I O N
B O O K  /  P R I C E

Q U A L I T Y
S H A R E  B U Y B A C K S

A N A L Y S T S
R E V I S I O N S

M O M E N T U M
P R I C E  T R E N D S

+ + +

Scoring and Ranking



H O W  T O  B U I L D  A N  
E N H A N C E D  I N D E X  S T R A T E G Y ?



1600
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R A N K1600

Book / 
Price

… Share 
Buybacks

Price 
Trends …

Analyst 
Revisions

Randstad NV 0.42 … -1% -18% … -17% 87.8%

Loews Corp 1.31 … 10% 20% … -24% 9.9%

Mitsubishi Corp 1.71 … 2% 4% … 9% 5.6%

Altice NV 0.15 … -10% -21% … -24% 97.0%

NN Group NV 2.21 … 3% 9% … 47% 1.0%

Netflix Inc 0.05 … 1% -1% … -5% 91.8%

Stocks



Netflix Inc 0.05 … -1% -1% … -5% 91.8%

Altice NV 0.15 … -10% -21% … -24% 97.0%
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Randstad NV 0.42 … -1% -18% … -17% 87.8%

Loews Corp 1.31 … 10% 20% … -24% 9.9%

Mitsubishi Corp 1.71 … 2% 4% … 9% 5.6%

NN Group NV 2.21 … 3% 9% … 47% 1.0%

Lowest rated stocks

Highest rated stocks

Book / 
Price

…
Share 

Buybacks

Price 
Trends

…
Analyst 

Revisions

1600
Stocks



Mitsubishi Corp

NN Group NV

Randstad NV

Loews Corp

Netflix Inc

Altice NV

Overweight

Target 20 basis points

Underweight

Target 30 basis points

Neutral weight

E N H A N C E D  I N D E X I N G

750
Stocks



R A N K I N G  A  S T O C K

Demo

Suggestions?



Index Deviations

Per Country Per Sector
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Index Deviations
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Tracking Error

Development 2007 - 2017

source: Robeco
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Better sustainability profile

source: RobecoSAM and Robeco. Data shown are simulations 

A V E R A G E  R O B E C O S A M S U S T A I N A B I L I T Y  S C O R E S
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MSCI World Robeco Global Developed Enhanced Index Fund

Sustainability



Net Returns After Costs

April 2018

Global Developed Markets

7.61%

0%

7.51%

+ 1 . 0 7 %

MSCI
World

Index-
tracker Robeco

8.58%

S I N C E  2 0 0 4

Source: Robeco Performance Measurement 
Quant Developed Markets Equities, Net of fees, based on Net Asset Value, All figures in EUR, Inception date: November 2004,

The value of your investments may fluctuate. Results obtained in the past are no guarantee for the future.



MSCI
EM

Emerging Markets
S I N C E  2 0 0 7

Net Returns After Costs

April 2018

4.27%

0%

4.07%

+ 1 . 5 3 %

5.60%

Index-
tracker

Robeco

7.61%

0%

7.51%

+ 1 . 0 7 %

8.58%

Index-
tracker

Robeco

Global Developed Markets

MSCI
World

Source: Robeco Performance Measurement. Quant Developed Markets Equities, Net of fees, based on Net Asset Value, All figures in EUR, Inception date: November 2004 
Core Quant - Emerging Enhanced, Net of fees, based on Net Asset Value, all figures in EUR. Inception date: July 2007 
The value of your investments may fluctuate. Results obtained in the past are no guarantee for the future.



Net Returns After Costs

April 2018

European

6.37%

0%

6.27%

+ 1 . 1 9 %

MSCI
Europe

Index-
tracker Robeco

7.46%

S I N C E  2 0 0 4

Source: Robeco Performance Measurement. Figures before October 2017 are based on the Europe carve-out out of Robeco Quant Developed Markets Equities Fund. 
Figures after October 2017 are based on Robeco QI European Enhanced Index Equities (EUR) I-share.,
Net of fees, based on Net Asset Value, all figures in EUR. The value of your investments may fluctuate. Results obtained in the past are no guarantee for the future.



S&P-500

US
S I N C E  2 0 0 4

Net Returns After Costs

April 2018

8.29%

0%

8.19%

+ 0 . 7 4 %

8.93%

Index-
tracker

Robeco

6.37%

0%

6.27%

+ 1 . 1 9 %

7.46%

Index-
tracker

Robeco

European

MSCI
Europe

Source: Robeco Performance Measurement; Figures before October 2017 are based on the Europe and the US carve-out out of Robeco Quant Developed Markets Equities Fund. 
Figures after October 2017 are based on Robeco QI European Enhanced Index Equities (EUR) I-share and Robeco QI US Enhanced Index Equities (USD) I-share.
Net of fees, based on Net Asset Value, all figures in EUR. The value of your investments may fluctuate. Results obtained in the past are no guarantee for the future.
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Tailor-made Solutions

Possibilities
R I SK & R E T U R N

SU ST A I NA B I L I T Y I NVE S T M E NT  U NI VE R S E

T R A C K I N G  E R R O RA C T I V E  S H A R E

D M  U N I V E R S E

E M  U N I V E R S E

A S I A - P A C I F I C  U N I V E R S EE X C L U S I O N

P O S I T I V E S C R E E N I N G

I M P A C T  I N V E S T I N G

B E T A  H E D G I N G



Sustainable Enhanced Indexing 

Overview

R O B E C O  S U S T A I N A B L E  
E N H A N C E D  I N D E X I N G



Sustainable Enhanced Indexing

Overview

No investments in: Impact investing:

2 0 %  L O W E R  F O O T P R I N T

Portfol io ESG score

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

-20%

+30

%



Burton Malkiel (1973)

“Blindfolded monkeys do just as well as the experts”

Served on the board of passive manager Vanguard for 27 years



“An Index-Fund Evangelist Is Straying From His Gospel”
The New York Times – 22 June 2017

Now, at age 84, advocates an approach called 
“Advanced Indexing”, a smart beta strategy that 
“aims to exploit market inefficiencies and beat 

the passive approach” 

Burton Malkiel (1973)

“Blindfolded monkeys do just as well as the experts”

Served on the board of passive manager Vanguard for 27 years



Passive investing?

Overview

 1. Passive investing is not passive

 2. ESG integration

 3. Governance issues

 4. Return lagging the index

 5. Hidden costs of index arbitrage

 6. Allocates to stocks with a negative return

 7. No contribution to price discovery (free riding)
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INFORMATIONS IMPORTANTES

Destiné aux investisseurs professionnels.  

Ce document possède un caractère privé et confidentiel ; il est à l’usage exclusif de la personne à laquelle il a été remis par Robeco. 
Cette présentation n’est donnée qu’à titre indicatif et ne présente aucune valeur contractuelle. Elle ne peut être diffusée, reproduite ou publiée partiellement ou intégralement à destination de tout 
tiers sans l’accord écrit préalable de Robeco. 

Ce document a été réalisé dans un but d’information uniquement et ne constitue pas une offre ou une sollicitation en vue de la souscription d’instruments financiers ; l’investisseur étant seul juge de 
l’opportunité des opérations qu’il pourra être amené à conclure. Les données, issues de diverses sources internes et externes, sont communiquées dans un but d’information uniquement, sous 
réserve d’erreurs ou d’omissions. Avant toute transaction, l’investisseur doit s’assurer que les supports choisis correspondent à sa situation financière et à ses objectifs en matière de placement ou de 
financement, il doit prendre connaissance des prospectus de chaque OPC, comprendre la nature des supports choisis, leurs caractéristiques et leurs risques notamment de perte en capital. Les 
informations légales devant être remises avant toute souscription d’OPC, notamment les prospectus et Documents d’Informations Clés pour l’investisseur, sont disponibles auprès de Robeco France 
ou sur le site Internet www.robeco.com/fr

En rémunération de son activité de conseil et de distribution des OPC du groupe, l’entité en France percevra de la maison mère, en application de l’ensemble des règles édictées par le groupe Robeco 
en matière de prix de transfert, une commission :

•  correspondant à 1/3 des frais de gestion appliqués aux parts de type institutionnelles et qui ne donnent pas lieu à commission de distribution (que percevrait les « clients » distributeurs comme les 
banques privées par exemple). 
•  correspondant à 2/3 des frais de gestion appliqués aux parts tout investisseur et qui, sous réserve de l’existence d’une convention, peuvent donner lieu à reversement d’une commission de 
distribution.

RIAM est une société de gestion de droit néerlandais agréée par l’AFM et ayant la libre prestation de service en France. 
Robeco France est agréé par l’ACPR (RCS Paris 354.080.558 - CIB10683) en tant qu’entreprise d’investissement depuis le 28 septembre 2012.

http://www.robeco.com/fr

