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Applied philosophy 
Factors in the fog of war 

Hopes for a quick resolution to the Russia-Ukraine 
conflict were dashed again this week. We believe 
that in the short term the war will continue to drive 
financial markets and commodity prices. We 
envisage three scenarios on how the situation may 
develop (resolution, prolonged war, war plus 
energy crisis), which in turn imply different 
outcomes for global economic growth and inflation. 
We believe that markets will remain in flux until the 
situation clears and we analyse how these 
scenarios may impact our equity factor indices. 

The conflict in Ukraine seems to be nearing a 
stalemate with no end in sight. However, most risk 
assets have returned to pre-invasion levels perhaps in 
the hope that the two sides may be able to reach a 
peace agreement. There may also be relief that the US 
Federal Reserve (Fed) raised its target rate by only 25 
basis points, although the general rhetoric has been 
more hawkish since. Importantly, commodity markets 
have remained tight and driven by concerns around 
ongoing supply disruptions. 

Higher commodity prices keep worries about inflation in 
the forefront of investors’ minds. Moderating economic 
growth partly driven by falling real incomes casts a 
shadow over consumer spending raising the prospect 
of a period akin to stagflation. Nevertheless, we think 
that remains a tail risk alongside recession triggered by 
overly aggressive Fed tightening. 

Still, rising inflation and lower growth is a difficult 

environment for financial assets. All global asset 
classes declined in the first quarter of 2022, apart from 
commodities, a real asset. This is consistent with our 
analysis of asset classes in periods of high and 
accelerating inflation (see here for the full report). 
Similarly, assets that have outperformed within each 
asset class are either relatively defensive, such as 
Japanese stocks or real estate, or have exposure to 
rising commodity prices, for example UK equities or 
Emerging Market (EM) real estate. We have observed 
a similar pattern in equity sector returns with resource-
related sectors (energy, basic materials and utilities), 
non-healthcare-related defensives (food products, 
tobacco and telecommunications) and financials 
(boosted by rising rates) outperforming. We would 
expect these sectors to provide exposure to the value 
factor and low volatility, which have been the only two 
outperformers in both the US and Europe year-to-date 
(Figure 1). Can these two factors continue to 
outperform? 

We think that in the short term, what happens in 
Ukraine will drive risk assets, and therefore equity 
factors. The impact of the conflict on commodity prices 
will also affect inflation rates and monetary policy. We 
outlined three scenarios for the war in the latest The 
Big Picture. In our view, markets have most probably 
priced in a war of attrition with elevated commodity 
prices and lower global GDP growth. Thus, we expect a 
resolution (either through Russian withdrawal or 
occupation of Ukraine) to be bullish for risk assets. 

Figure 1 – Factor index relative performance year-to-date 

Notes: Data as of 31st March 2022. Showing total returns of factor indices and the equal-weighted regional benchmark relative to the S&P 500 

index in the US and the Stoxx 600 index in Europe since 31st December 2021. See appendix for factor index definitions. Past performance 
is no guarantee of future results. 

Source: Refinitiv Datastream and Invesco
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https://digital.invesco.com/e/481331/3-Uncommon-truths-12-07-20-pdf/v26mz/294188325?h=UZ164KeH5dh-Xp68_gLjym8iy-qN9GWTzym6qiRY414
https://digital.invesco.com/e/481331/Big-Picture-Mar-2022-Final-pdf/x3xk6/434316113?h=1fZ8qzhMEzDcMku93vjbuT6roI1Nkx5ObRiAF_-Ktoc
https://digital.invesco.com/e/481331/Big-Picture-Mar-2022-Final-pdf/x3xk6/434316113?h=1fZ8qzhMEzDcMku93vjbuT6roI1Nkx5ObRiAF_-Ktoc
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On the other hand, we would view an escalation and an 
energy crisis as bearish. We think that how our US and 
European factor indices may respond to these 
scenarios depends on their sector exposures and we 
compare how they have changed compared to their 
pre-pandemic situation. 

Growth is the most concentrated factor index both in 
the US and Europe with their four largest sectors 
accounting for 73% and 63% of their constituents 
respectively. Unsurprisingly they are both dominated by 
technology, healthcare and industrial goods & services 
(mainly payment processors, professional services, 
specialist manufacturing and transportation). The main 
difference is the high exposure to retailers in the US, 
while the European index is more exposed to real 
estate. 

Low volatility is the second most concentrated index in 
the US and the third in Europe with 64% and 50% in 
the top four sectors. Utilities, food, beverage & tobacco 
and insurance dominate in both regions. The main 
differences are that the US has a high exposure to 
industrial goods & services and it is most exposed to 
utilities, while real estate is the biggest sector in 
Europe. Also, sector exposures have become more 
concentrated in both regions since February 2020. 

Price momentum has gone through perhaps the 
biggest reshuffle compared to February 2020. It is not 
only less concentrated in both regions, but the leading 
sectors have changed, and it is tilted more towards the 
value factor than growth (Figure 2). In the US, gone  

are the days of technology dominance. It remains in the 
top four, but has ceded its crown to energy, followed by 
healthcare and industrial goods & services. In Europe, 
the pre-pandemic top three of industrial goods & 
services, healthcare and real estate have all lost 
ground mainly to banks and energy. Our indices in both 
regions are more diversified than two years ago 
overlapping with both value and growth. 

We have viewed quality as the steadier cousin of 
growth, which applies in the US, where our factor index 
is dominated by sectors which also feature heavily in 
the growth index, such as industrial goods & services, 
healthcare, technology and consumer products & 
services. However, our European index is less 
concentrated and its top four exposures include basic 
resources and financial services alongside industrial 
goods & services and consumer products & services. 

In both the US and Europe, our size index is relatively 
well-diversified with their top four sectors accounting for 
less than 45% of constituents. Both of them are 
perhaps slightly more tilted more towards what we 
consider growth sectors with healthcare, consumer 
products & services and technology featuring 
prominently although our European index has a 
significant exposure to real estate. 

Finally, value is still dominated by financials (banks, 
financial services and insurance) and utilities in the US, 
while real estate completes the top four in Europe. Its 
exposure to energy is much lower than in pre-pandemic 
times, so it may be a less useful hedge against rising 
inflation than before. 

Figure 2 – Correlation between value and price momentum factor indices since October 1990 

Notes: Data as of 31st March 2022. Showing the one-year correlation of daily total returns between our price momentum and value factor 

indices. The data starts on 1st January 1991 for the US and 1st September 2000 for Europe. See appendix for factor index definitions. Past 
performance is no guarantee of future results. 

Source: Refinitiv Datastream and Invesco 
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At the moment it is not clear how the war will play out, 
and we expect continued rotation of factor leadership 
with low volatility remaining among the best  
performers. Ultimately, we think the prospects for 
global economic growth and inflation will be the most 
important influence on financial markets. 

Before war broke out in Ukraine, our base case for 
2022 was slowing economic growth and high, but 
moderating inflation. A prolonged war, which we 
believe markets have priced in for the moment, has 
similar implications, but would mean a more 
pronounced decrease in global GDP growth and more 
persistent inflation, in our opinion. Therefore, we would 
expect price momentum with its exposure to late-
cyclicals and defensives to continue to outperform, 

especially if oil prices remain high. We think quality 
may also do well in this environment when the 
economic cycle is still intact, but risks are elevated. 

If the war escalates, there is an energy crisis, or 
monetary policy settings become too restrictive, the 
global economy could be pushed into recession. In this 
case, we think a flight to safety would imply 
outperformance by the low volatility factor. On the other 
hand, a quick resolution to the crisis would boost hopes 
for a reacceleration of economic growth and a quicker 
moderation of inflation if energy prices normalise, in our 
view. We believe this could benefit the growth factor 
and size, especially if the pace of monetary tightening 
becomes more gradual than currently implied by 
markets. 
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Figure 3 – Asset class total returns (%, annualised) 

Notes: *The currency section is organised so that in all cases the numbers show the movement in the mentioned currency versus USD (+ve 
indicates appreciation, -ve indicates depreciation). Past performance is no guarantee of future results. Please see appendix for 

definitions, methodology and disclaimers. 

Source: Refinitiv Datastream and Invesco 

Data as at 31/03/2022 Current

Index Level/RY 1w 1m QTD YTD 12m 1w 1m QTD YTD 12m

Equities

World MSCI 712 0.5 2.2 -5.3 -5.3 7.7 0.3 2.6 -4.6 -4.6 9.2

Emerging Markets MSCI 1142 0.5 -2.2 -6.9 -6.9 -11.1 0.2 -2.0 -6.1 -6.1 -9.6

China MSCI 72 -1.0 -8.0 -14.2 -14.2 -32.5 -1.0 -7.7 -13.9 -13.9 -32.4

US MSCI 4339 0.2 3.5 -5.2 -5.2 14.1 0.2 3.5 -5.2 -5.2 14.1

Europe MSCI 1927 1.8 0.0 -7.2 -7.2 4.1 1.0 0.9 -5.2 -5.2 8.5

Europe ex-UK MSCI 2364 2.1 0.0 -9.8 -9.8 1.4 1.0 0.6 -8.1 -8.1 5.5

UK MSCI 1182 0.6 0.1 1.8 1.8 13.7 0.8 2.0 4.8 4.8 19.1

Japan MSCI 3563 -0.1 -0.3 -6.4 -6.4 -6.1 -0.6 5.0 -1.4 -1.4 3.1

Government Bonds

World BofA-ML 1.48 0.4 -3.6 -6.5 -6.5 -7.6 0.1 -2.2 -4.7 -4.7 -3.9

Emerging Markets BBloom 6.05 2.6 -1.9 -12.7 -12.7 -8.6 2.6 -1.9 -12.7 -12.7 -8.6

China BofA-ML 2.72 0.6 -0.5 1.1 1.1 9.2 0.2 0.0 0.7 0.7 5.6

US (10y) Datastream 2.33 0.2 -4.1 -7.0 -7.0 -2.8 0.2 -4.1 -7.0 -7.0 -2.8

Europe Bofa-ML 0.84 0.9 -3.3 -7.4 -7.4 -11.4 -0.2 -2.4 -5.4 -5.4 -6.4

Europe ex-UK (EMU, 10y) Datastream 0.51 0.8 -4.5 -8.3 -8.3 -12.1 -0.3 -3.6 -6.3 -6.3 -7.1

UK (10y) Datastream 1.59 0.2 -3.5 -8.0 -8.0 -9.6 0.4 -1.7 -5.4 -5.4 -5.3

Japan (10y) Datastream 0.21 0.8 -5.3 -6.2 -6.2 -9.5 0.2 -0.2 -1.2 -1.2 -0.6

IG Corporate Bonds

Global BofA-ML 3.09 0.7 -2.6 -7.5 -7.5 -6.2 0.4 -2.3 -6.9 -6.9 -4.7

Emerging Markets BBloom 6.14 2.1 -5.0 -14.6 -14.6 -16.7 2.1 -5.0 -14.6 -14.6 -16.7

China BofA-ML 3.58 0.6 -0.5 1.2 1.2 8.2 0.2 0.0 0.7 0.7 4.7

US BofA-ML 3.64 0.6 -2.6 -7.7 -7.7 -4.3 0.6 -2.6 -7.7 -7.7 -4.3

Europe BofA-ML 1.61 1.2 -2.3 -7.3 -7.3 -10.6 0.1 -1.4 -5.3 -5.3 -5.6

UK BofA-ML 3.07 0.5 -3.0 -9.5 -9.5 -9.8 0.7 -1.2 -6.9 -6.9 -5.4

Japan BofA-ML 0.51 0.6 -5.4 -5.8 -5.8 -9.1 0.0 -0.3 -0.7 -0.7 -0.1

HY Corporate Bonds

Global BofA-ML 6.36 0.9 -1.4 -6.0 -6.0 -4.7 0.7 -1.1 -5.5 -5.5 -3.5

US BofA-ML 6.19 0.8 -0.9 -4.5 -4.5 -0.3 0.8 -0.9 -4.5 -4.5 -0.3

Europe BofA-ML 4.52 1.5 -1.1 -6.9 -6.9 -8.3 0.4 -0.1 -4.8 -4.8 -3.1

Cash (Overnight LIBOR)

US 0.33 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.1

Euro Area -0.65 -0.9 -1.8 -3.4 -3.4 -7.5 0.0 0.0 -0.1 -0.1 -0.6

UK 0.18 0.3 -1.4 -2.5 -2.5 -3.6 0.0 0.0 0.0 0.0 0.1

Japan -0.09 -3.1 -5.6 -5.9 -5.9 -11.2 0.0 0.0 0.0 0.0 -0.1

Real Estate (REITs)

Global FTSE 2028 2.6 4.3 -3.4 -3.4 12.2 1.5 5.2 -1.2 -1.2 18.5

Emerging Markets FTSE 1653 1.9 0.2 2.2 2.2 -15.5 0.8 1.2 4.5 4.5 -10.7

US FTSE 3708 3.1 6.4 -4.2 -4.2 24.9 3.1 6.4 -4.2 -4.2 24.9

Europe ex-UK FTSE 3474 4.3 -1.1 -7.9 -7.9 2.9 3.2 -0.1 -5.9 -5.9 8.7

UK FTSE 1210 3.1 2.1 -5.3 -5.3 16.2 3.3 4.0 -2.5 -2.5 21.8

Japan FTSE 2498 0.9 0.4 -3.4 -3.4 -8.1 0.3 5.8 1.9 1.9 1.0

Commodities

All GSCI 3694 -6.5 9.6 33.1 33.1 64.6 - - - - -

Energy GSCI 627 -9.2 12.5 46.1 46.1 93.2 - - - - -

Industrial Metals GSCI 2135 -2.4 7.0 17.7 17.7 39.9 - - - - -

Precious Metals GSCI 2226 -0.9 2.7 6.7 6.7 11.9 - - - - -

Agricultural Goods GSCI 608 -2.5 6.2 22.0 22.0 43.5 - - - - -

Currencies (vs USD)*

EUR 1.11 0.6 -1.4 -2.7 -2.7 -5.7 - - - - -

JPY 121.70 0.5 -5.5 -5.4 -5.4 -9.0 - - - - -

GBP 1.32 -0.1 -1.9 -2.8 -2.8 -4.6 - - - - -

CHF 1.08 0.8 -0.7 -1.1 -1.1 2.3 - - - - -

CNY 6.34 0.4 -0.5 0.3 0.3 3.4 - - - - -

Total Return (USD, %) Total Return (Local Currency, %)
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Figure 4 – Global equity sector total returns relative to market (%) 

Notes: Returns shown are for Datastream sector indices versus the total market index. Past performance is no guarantee of future 

results. Source: Refinitiv Datastream and Invesco 

Data as at 31/03/2022

1w 1m QTD YTD 12m

Energy 0.1 4.1 28.4 28.4 27.5

Basic Materials -0.7 4.1 12.9 12.9 8.0

Basic Resources -0.7 5.7 21.4 21.4 15.3

Chemicals -0.7 1.7 2.3 2.3 -1.0

Industrials -0.6 -0.8 -3.1 -3.1 -5.7

Construction & Materials -0.6 -2.7 -7.0 -7.0 -6.5

Industrial Goods & Services -0.5 -0.6 -2.6 -2.6 -5.6

Consumer Discretionary 0.4 -1.7 -6.5 -6.5 -11.4

Automobiles & Parts 2.7 1.8 -4.9 -4.9 2.1

Media 0.0 -3.9 -10.1 -10.1 -18.2

Retailers -1.4 -0.2 -4.4 -4.4 -12.1

Travel & Leisure 1.2 -3.0 -1.0 -1.0 -17.3

Consumer Products & Services 0.7 -5.1 -11.6 -11.6 -13.9

Consumer Staples 0.7 -3.2 1.2 1.2 -2.4

Food, Beverage & Tobacco 0.8 -3.3 2.7 2.7 0.5

Personal Care, Drug & Grocery Stores 0.6 -3.1 -1.6 -1.6 -7.8

Healthcare 0.6 2.0 -1.4 -1.4 0.4

Financials -0.5 -0.5 5.0 5.0 5.2

Banks -1.0 -2.5 6.9 6.9 4.8

Financial Services -0.2 1.1 0.3 0.3 6.4

Insurance 0.5 2.2 8.7 8.7 4.8

Real Estate 1.6 1.0 -0.4 -0.4 -0.6

Technology -0.8 -0.6 -7.9 -7.9 1.1

Telecommunications 0.1 -0.5 3.6 3.6 -4.9

Utilities 2.8 2.4 6.0 6.0 4.0

Global
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Figure 5a – US factor index total returns (%) 

Notes: All indices are subsets of the S&P 500 index, they are rebalanced monthly, use data in US dollars and are equal -weighted. Growth 

includes stocks in the top third based on both their 5-year sales per share trend and their internal growth rate (the product of the 5-year 
average return on equity and the retention ratio); Low volatility includes stocks in the bottom quintile based on the standard deviation of their 

daily returns in the previous three months; Price momentum includes stocks in the top quintile based on their performance in the previous 12 
months; Quality includes stocks in the top third based on both their return on invested capital and their EBIT to EV ratio (earnings before 

interest and taxes to enterprise value); Size includes stocks in the bottom quintile based on their market value in US dollars. Value includes 
stocks in the bottom quintile based on their price to book value ratios. The market represents the S&P 500 index. Past performance is no 

guarantee of future results. 
Source: Refinitiv Datastream and Invesco 

Figure 5b – European factor index total returns relative to market (%) 

Notes: All indices are subsets of the STOXX 600 index, they are rebalanced monthly, use data in euros and are equal-weighted. Growth 

includes stocks in the top third based on both their 5-year sales per share trend and their internal growth rate (the product of the 5-year 
average return on equity and the retention ratio); Low volatility includes stocks in the bottom quintile based on the standard deviation of their 

daily returns in the previous three months; Price momentum includes stocks in the top quintile based on their performance in the previous 12 
months; Quality includes stocks in the top third based on both their return on invested capital and their EBIT to EV ratio (earnings before 

interest and taxes to enterprise value); Size includes stocks in the bottom quintile based on their market value in euros; Value includes stocks 
in the bottom quintile based on their price to book value ratios. The market represents the STOXX 600 index. Past performance is no 

guarantee of future results. 

Source: Refinitiv Datastream and Invesco 

Data as at 31/03/2022

1w 1m QTD YTD 12m 1w 1m QTD YTD 12m

Growth -0.5 2.2 -12.2 -12.2 13.3 -0.7 -1.4 -8.0 -8.0 -2.0

Low volatility 1.9 5.6 0.4 0.4 19.0 1.7 1.8 5.2 5.2 2.9

Price momentum -0.3 5.1 -0.7 -0.7 14.6 -0.6 1.3 4.1 4.1 -0.9

Quality -1.7 0.6 -5.9 -5.9 10.7 -2.0 -3.0 -1.4 -1.4 -4.3

Size 0.4 0.7 1.7 1.7 10.5 0.1 -2.9 6.6 6.6 -4.5

Value -0.4 1.9 6.1 6.1 18.4 -0.6 -1.7 11.2 11.2 2.4

Market 0.2 3.7 -4.6 -4.6 15.6

Market - Equal-Weighted 0.4 2.6 -2.7 -2.7 13.1

Absolute Relative to Market

Data as at 31/03/2022

1w 1m QTD YTD 12m 1w 1m QTD YTD 12m

Growth 2.6 4.0 -15.5 -15.5 5.2 1.8 2.9 -10.2 -10.2 -3.5

Low volatility 1.4 2.0 -2.1 -2.1 13.4 0.6 0.9 4.0 4.0 4.0

Price momentum 1.4 3.8 -13.4 -13.4 -3.8 0.7 2.7 -7.9 -7.9 -11.8

Quality 0.8 1.0 -7.7 -7.7 6.6 0.0 -0.1 -1.9 -1.9 -2.2

Size 1.7 0.2 -12.0 -12.0 -2.6 0.9 -0.9 -6.5 -6.5 -10.7

Value 1.2 0.1 -1.6 -1.6 12.9 0.5 -1.0 4.6 4.6 3.6

Market 0.7 1.1 -5.9 -5.9 9.0

Market - Equal-Weighted 0.9 0.1 -9.1 -9.1 2.6

Absolute Relative to Market
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Figure 6 – Model asset allocation 

Notes: **China is included in Emerging Markets allocations. This is a theoretical portfolio and is for illustrative purposes only. See the latest 
The Big Picture document for more details. It does not represent an actual portfolio and is not a recommendation of any investment or trading 

strategy. Arrows indicate the direction of the most recent changes. 
Source: Invesco 

Neutral Policy Range Allocation Position vs Neutral

Cash Equivalents 5% 0-10% 10%

Cash 2.5% 10%

Gold 2.5% 0%

Bonds 40% 10-70% ↑  32%

Government 25% 10-40% 10%

US 8% 2%

Europe ex-UK (Eurozone) 7% 2%

UK 1% 0%

Japan 7% ↓  2%

Emerging Markets 2% ↑  4%

China** 0.2% ↑  1%

Corporate IG 10% 0-20% ↑  20%

US Dollar 5% ↑  10%

Euro 2% ↑  4%

Sterling 1% ↑  2%

Japanese Yen 1% ↑  2%

Emerging Markets 1% 2%

China** 0.1% ↑  1%

Corporate HY 5% 0-10% ↓  2%

US Dollar 4% ↓  2%

Euro 1% ↓  0%

Equities 45% 25-65% ↑  50%

US 25% ↑  16%

Europe ex-UK 7% 10%

UK 4% 8%

Japan 4% ↑  6%

Emerging Markets 5% 10%

China** 2% ↑  3%

Real Estate 8% 0-16% ↓  8%

US 2% ↓  0%

Europe ex-UK 2% ↓  2%

UK 1% ↓  0%

Japan 2% ↓  2%

Emerging Markets 1% 4%

Commodities 2% 0-4% 0%

Energy 1% 0%

Industrial Metals 0.3% 0%

Precious Metals 0.3% 0%

Agriculture 0.3% 0%

Total 100% 100%

USD 48% ↑  35%

EUR 20% ↓  20%

GBP 7% ↓  11%

JPY 15% ↓  13%

EM 9% ↑  20%

Total 100% 100%

Currency Exposure (including effect of hedging)

https://digital.invesco.com/e/481331/Big-Picture-Mar-2022-Final-pdf/x3xk6/434316113?h=1fZ8qzhMEzDcMku93vjbuT6roI1Nkx5ObRiAF_-Ktoc
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Figure 7 – Model allocations for Global sectors 

Neutral Invesco Preferred Region 

Energy 5.9% Neutral US 

Basic Materials 4.3% Overweight Europe 

Basic Resources 2.4% Overweight Europe 
Chemicals 1.9% Neutral US 

Industrials 12.7% Overweight US 

Construction & Materials 1.6% Neutral EM 
Industrial Goods & Services 11.1% Overweight US 

Consumer Discretionary 15.5% Neutral US 

Automobiles & Parts 3.0% Underweight Japan 
Media 1.2% Underweight Europe 
Retailers 5.4% Overweight US 
Travel & Leisure 1.9% Overweight US 
Consumer Products & Services 4.0% Neutral Japan 

Consumer Staples 6.0% Neutral US 

Food, Beverage & Tobacco 3.9% Neutral US 
Personal Care, Drug & Grocery Stores 2.1% Neutral Europe 

Healthcare 9.9% Neutral US 

Financials 14.5% Underweight Japan 

Banks 7.2% Underweight Japan 
Financial Services 4.8% Overweight Japan 
Insurance 2.5% Underweight US 

Real Estate 3.4% Overweight Japan 

Technology 21.0% Overweight US 

Telecommunications 3.5% Underweight Japan 

Utilities 3.2% Underweight Europe 
Notes: These are theoretical allocations which are for illustrative purposes only. They do not represent an actual portfolio and are not a 
recommendation of any investment or trading strategy. See the latest Strategic Sector Selector for more details. 

Source: Refinitiv Datastream and Invesco 

https://digital.invesco.com/e/481331/Sector-Selector---Jan-2022-pdf/wzklf/419071420?h=iRKpyTtRxSMqayeD2KuDzpYNDYNHjvpH57HWPGk5H50
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Appendix 

Definitions of data and benchmarks for Figure 3 

Sources: we source data from Datastream unless otherwise indicated. 

Cash: returns are based on a proprietary index calculated using the Intercontinental Exchange Benchmark 
Administration overnight LIBOR (London Interbank Offer Rate). The global rate is the average of the euro, British 
pound, US dollar and Japanese yen rates. The series started on 1st January 2001 with a value of 100. 

Gold: London bullion market spot price in USD/troy ounce. 

Government bonds: Current levels, yields and total returns use Datastream benchmark 10-year yields for the 
US, Eurozone, Japan and the UK, and the Bank of America Merrill Lynch government bond total return index for 
the World and Europe. The emerging markets yields and returns are based on the Bloomberg Barclays emerging 
markets aggregate government bond index. 

Corporate investment grade (IG) bonds: Bank of America Merrill Lynch investment grade corporate bond total 
return indices. The emerging markets yields and returns are based on the Bloomberg Barclays emerging markets 
aggregate corporate bond index. 

Corporate high yield (HY) bonds: Bank of America Merrill Lynch high yield total return indices 

Equities: We use MSCI benchmark gross total return indices for all regions. 

Commodities: Goldman Sachs Commodity total return indices 

Real estate: FTSE EPRA/NAREIT total return indices 

Currencies: Global Trade Information Services spot rates 

Factor index definitions 

We focus on relatively large-cap stocks, as we suspect that most investors will be conscious of liquidity 
constraints when implementing such strategies. We have chosen six factors, that we think cover the classic 
definitions used by most investors. We aim to capture roughly a fifth of the market in each of our factor indices 
using the historical constituents of the STOXX 600 since August 1999 and the S&P 500 since September 1989, 
with monthly rebalancing. All our rankings are based on data in euros for Europe and in US dollars for the US. All 
factor indices are equal-weighted. We use the following definitions: 

Growth: stocks in both the top third based on their 5-year sales per share trend and the top-third based on their 
internal growth rate (the product of the 5-year average return on equity and the retention ratio). 

Low volatility: stocks in the bottom quintile based on the standard deviation of their daily returns in the previous 
three months. 

Price momentum: stocks in the top quintile based on their performance in the previous 12 months. 

Quality: stocks in both the top third based on their return on invested capital and the top third based on their 
EBIT to EV ratio (earnings before interest and taxes to enterprise value). This follows Joel Greenblatt’s “magic 
formula” from his 2005 book: The little book that beats the market. 

Size: stocks in the bottom quintile based on their market value. 

Value: stocks in the bottom quintile based on their price to book value ratios. 
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Important information 

Your capital is at risk. You may not get back the amount you invested. 
By accepting this document, you consent to communicating with us in English, unless you inform us otherwise. 

This document is intended only for professional investors in Hong Kong, for Institutional Investors and/or Accredited Investors 
in Singapore, for certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved by local 
regulators only in the People’s Republic of China, for certain specific Qualified Institutions and/or Sophisticated Investors only 
in Taiwan, for Qualified Professional Investors in Korea, for certain specific institutional investors in Brunei, for Qualified 
Institutional Investors and/or certain specific institutional investors in Thailand, for certain specific institutional investors in 
Malaysia upon request, for certain specific institutional investors in Indonesia and for qualified buyers in Philippines for 
informational purposes only. This document is not an offering of a financial product and should not be distributed to retail 
clients who are resident in jurisdiction where its distribution is not authorized or is unlawful. Circulation, disclosure, or 
dissemination of all or any part of this document to any unauthorized person is prohibited. 

This document may contain statements that are not purely historical in nature but are "forward-looking statements," which are 
based on certain assumptions of future events. Forward-looking statements are based on information available on the date 
hereof, and Invesco does not assume any duty to update any forward-looking statement. Actual events may differ from those 
assumed. There can be no assurance that forward-looking statements, including any projected returns, will materialize or that 
actual market conditions and/or performance results will not be materially different or worse than those presented. 

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed.  
Investment involves risk. Please review all financial material carefully before investing. The opinions expressed are based on 
current market conditions and are subject to change without notice. These opinions may differ from those of other Invesco 
investment professionals. 

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose possession 
this marketing material may come are required to inform themselves about and to comply with any relevant restrictions. This 
does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any 
person to whom it is unlawful to make such an offer or solicitation.

This document is issued in the following countries:
• in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 41/F,  Champion Tower, Three Garden Road,

Central, Hong Kong. This document has not been reviewed by the Securities and Futures Commission.
• in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.
• in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco

Taiwan Limited is operated and managed independently.
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