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Annual Invesco Study Finds:
Investors Committing to Factor Investing for the Long Term
Fifth survey of 238 factor investors across the globe finds persistent
appeal amid volatility; 95% respondents interested in allocating to fixedincome factor investing
Media Relations Contact: Stephanie Diiorio, 212 278 9037, stephanie.diiorio@invesco.com
ATLANTA – October 19, 2020 – Invesco, a leading global asset management firm with over 35 years of
expertise in factor investing, today released findings from its fifth annual Invesco Global Factor Investing
Study, the most comprehensive industry survey tracking factor investing sentiment. Interviews for this
year’s global factor study were conducted during a period of unprecedented market conditions in April
and May of 2020 driven by the global pandemic. Despite the market turbulence, the findings point to
continued adoption of factor investing, especially within fixed income.
“There’s no question that volatility has been a defining characteristic of markets this year. And while this
kind of turbulence and ongoing uncertainty can test even the most seasoned institutional investors’
commitment to their long-term strategies, we are very pleased to see that factor investors collectively
have persevered through short-term discomfort,” said Mo Haghbin, Chief Commercial Officer and COO,
Invesco Investment Solutions. “The evolution of factor investing continues to attract a wide variety of
investors, which in turn drives the industry to continue to develop and refine factor offerings to meet those
needs.”
Resiliency of Factor Investing Amid Challenging Macroeconomic Backdrop
Despite the backdrop of COVID-19, investors expressed confidence in their factor allocations - over 65%
of investors surveyed reporters’ factors meeting or exceeding expectations. Interviews for this study were
conducted following the initial shockwaves the pandemic sent through financial markets. While the factor
investors interviewed understood that the full impact on their portfolios was not yet clear, they were
continuing to increase factor allocations despite a challenging period and divergent factor performance.
Factor allocations are being assessed against risk and return objectives over a long-term horizon, and
most investors surveyed were pleased to see factors behaving as expected during a turbulent period in
global markets. (Figure 1)
This long-term approach to factor investing is demonstrated in investors’ commitment to value investing.
Despite recent underperformance, investors believe in the merits of maintaining or increasing value
exposure within portfolios: only 5% of institutional investors and 16% of advisors doubted that value
would perform over the full cycle. This continued interest in the value factor occurred at the same time
investors reported slightly tilting exposures to the quality and momentum factors for tactical reasons
based on factor metrics.
Confidence in Fixed Income Factors Continues to Increase
Representing a dramatic increase over the past two years, nearly all respondents in this year’s study
believe factor investing can be applied to fixed income -- a change from 59% in 2018 to 95% this year. In
terms of actual application, two-fifths of those surveyed use factors in fixed income and over two-thirds
are actively considering introducing them into their portfolios. (Figure 2)

While the application of factor investing to fixed income is new to many factor investors, systemic
approaches, such as factor investing, to fixed income have had steadfast appeal. The study finds a
relatively high number of respondents either investing in fixed income via factors or considering
introducing factors to their fixed income allocations.
For institutional investors, risk reduction has consistently been the most important driver of adoption,
followed by increasing returns. However, the increased focus on controlling portfolios and improving
benchmarking over the last two years suggests that investors are increasingly considering factors in the
context of the whole portfolio, rather than in select sleeves or asset classes. Investors also cited the
potential for a factor approach to shine a spotlight on alpha generation by active fixed income managers
and bring more transparency to the market, similar to the advantages they already see with using factors
in equities.
Some challenges still act as a barrier to investor adoption. For more than half of institutional investors, a
lack of consensus around definitions and terminology remains a challenge (56%). Some also pointed to
the difficulties of working with different external managers across fixed income factor mandates and the
lack of unified definitions when discussing fixed income factors internally.
Growing Sophistication of Factor Investors Boosts Dynamic Allocation
Investors are moving beyond simply buying factor strategies, recognizing the need to adapt and evolve
factor strategies as capabilities develop or the market environment changes. 93% of institutional investors
and 82% of advisors look to update their approaches continually, whether by making incremental
changes to data sources and execution or by making more fundamental changes to allocations.
One example of this growing sophistication is the continued adoption of multi-factor strategies, the use of
which is now a several-year trend. Multi-factor strategies have become the norm, used by 81% of
surveyed institutional investors and 73% of responding advisors. Almost half of the study’s respondents
run strategies where multi-factor allocations are built up using numerous single-factor allocations. (Figure
3)
Investors are also increasing their usage of ETFs as they search for more tactical tools against a
challenging economic backdrop. For wealth managers, ETFs are usually the primary vehicle for gaining
factor exposure, making up three-quarters of the average factor allocation. A majority of institutional
investors now use ETFs, accounting for an average of 14% of their factor portfolios. In the wholesale
segment, more than two-thirds of investors make use of ETFs, accounting for half of factor portfolios
overall. This includes the use of low volatility strategies to help manage overall portfolio volatility, with
these cited regularly as an important driver of the trend towards ETF use among both institutional and
wholesale investors. (Figure 4)
Respondents stated the underlying index methodology is often an important selection criterion, with
different ETFs targeting the same factor or factors not always seen as equals. Investors highlighted the
importance of rigorous due diligence when selecting an ETF, as well as the need for full transparency and
education regarding composition and methodology from funds providers. This was seen as particularly
important when selecting multi-factor and multi-asset products, where similar-looking products can differ
widely in terms of definitions, weightings and rebalancing methodologies.
“Investors’ confidence in their factor allocations, even in the depths of the COVID-19 crisis, is a testament
to both the growing appeal of factor allocations and investors’ commitment to long-term approaches,” said
Marcus Axthelm, Director of Factor Investing, Americas, Invesco. “That sentiment is very much aligned
with the overarching findings from this year’s study: factor investing is continuing on its growth trajectory,
and investors are increasingly open to adopting new factor strategies -- such as fixed income and multifactor -- to help meet their ultimate investment objectives. Greater adoption of these strategies

demonstrates the value in the industry’s continued investment in related product development and
education for institutional investors and advisors.”

Sample and Methodology
The fieldwork for this study was conducted by NMG’s strategy consulting practice. Invesco chose to
engage a specialist independent firm to ensure high-quality objective results. Key components of the
methodology include:
• A focus on the key decision makers conducting interviews using experienced consultants and
offering market insights.
• In-depth (typically one hour) videoconference and phone interviews using a structured
questionnaire to ensure quantitative as well as qualitative analytics were collected.
• Results interpreted by NMG’s strategy team with relevant consulting experience in the global
asset management sector.
In 2020, the fifth year of the study, interviews were conducted with 238 different pension funds, insurers,
sovereign investors, asset consultants, wealth managers and private banks globally. Together these
investors are responsible for managing $25.4 trillion in assets (as of 31 March 2020).
In this year’s study, all respondents were ‘factor users’, defined as any respondent investing in a factor
product across their entire portfolio and/or using factors to monitor exposures. We deliberately targeted a
mix of investor profiles across multiple markets, with a preference for larger and more experienced factor
users. The breakdown of the 2020 interview sample by investor segment and geographic region is
displayed in the report. Invesco is not affiliated with NMG Consulting.
To access the full Invesco Global Factor Investing Study please visit the Invesco Factor Investing
Website.
Appendix:

Figure 1: Factor performance relative to expectations in 12
months to March 2020 (% citations, common cohort)
Sample size; 2019 = 217, 2020 = 228

Figure 2: Belief factor investing can be extended to fixed
income (% citations)
Sample size: 2018 = 284, 2019 = 231, 2020 = 237

Figure 3: Use of multi-factor strategies (%
citations)
Sample size: 224

Figure 4: Use of factor ETFs (% citations)
Sample size: 2019 = 214, 2020 = 195

About Invesco Ltd.
Invesco is a global independent investment management firm dedicated to delivering an investment
experience that helps people get more out of life. Our distinctive investment teams deliver a
comprehensive range of active, passive and alternative investment capabilities. With offices in 25
countries, Invesco managed $1.2 trillion in assets on behalf of clients worldwide as of August 31, 2020.
For more information, visit http://www.invesco.com.

Important Information
NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE
Survey participants experience may not be representative of others, nor does it guarantee the future performance or
success of any factor, strategy or product. There may be material differences in the investment goals, liquidity needs,
and investment horizons of individual and institutional investors.
Institutional investors are defined as pension funds (both defined benefit and defined contribution), sovereign
wealth funds, insurers, endowments and foundations. Wholesale investors are defined as discretionary
managers or model portfolio constructors for pools of aggregated retail investor assets, including discretionary
investment teams and fund selectors at private banks and financial advice providers, as well as discretionary
fund managers serving those intermediaries.
Factor investing (as known as smart beta or active quant) is an investment strategy in which securities are chosen
based on certain characteristics and attributes that may explain differences in returns. Factor investing represents an
alternative and selection index-based methodology that seeks to outperform a benchmark or reduce portfolio risk,

both in active or passive vehicles. There can be no assurance that performance will be enhanced or risk will be
reduced for strategies that seek to provide exposure to certain factors. Exposure to such investment factors may
detract from performance in some market environments, perhaps for extended periods. Factor investing may
underperform cap-weighted benchmarks and increase portfolio risk. There is no assurance that the investment
strategies discussed in this material will achieve their investment objectives.
A value style of investing is subject to the risk that the valuations never improve or that the returns will trail other
styles of investing or the overall stock markets. Companies that issue quality stocks may experience lower than
expected returns or may experience negative growth, as well as increased leverage, resulting in lower than expected
or negative returns to Fund shareholders. Momentum style of investing is subject to the risk that the securities may
be more volatile than the market as a whole or returns on securities that have previously exhibited price momentum
are less than returns on other styles of investing. Of course, low volatility cannot be guaranteed.
Fixed-income investments are subject to credit risk of the issuer and the effects of changing interest rates. Interest
rate risk refers to the risk that bond prices generally fall as interest rates rise and vice versa. An issuer may be unable
to meet interest and/or principal payments, thereby causing its instruments to decrease in value and lowering the
issuer’s credit rating.
There are risks involved with investing in ETFs, including possible loss of money. ETFs are subject to risks similar to
those of stocks.
ETF Shares are not individually redeemable and owners of the Shares may acquire those Shares from the Fund and
tender those Shares for redemption to the Fund in Creation Unit aggregations only, typically consisting of 10,000,
50,000, 75,000, 80,000, 100,000, 150,000 or 200,000 Shares.
The opinions expressed are current as of the date of this publication, are subject to change without notice and may
differ from other Invesco investment professionals. The document contains general information only and does not
take into account individual objectives, taxation position or financial needs. Nor does this constitute a
recommendation of the suitability of any investment strategy for a particular investor. This is not an invitation to
subscribe for shares in a fund nor is it to be construed as an offer to buy or sell any financial instruments. Past
performance is not a guarantee of future results. Invesco Distributors, Inc. is the US distributor for Invesco’s retail
products. It is an indirect, wholly owned subsidiary of Invesco Ltd.
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