
Source: MSCI, data as of July 31, 2025.

Two Markets, Two Stories

Discover 50 years of lessons 
shaping the future of factor investing.

Difference in Return vs. Benchmark

+6.2%

3yr

+5.0%

-8.5%

5yr

-3.4%

10yr

+0.0%

-5.1%

Since
Nov. 28, 1997

+2.4%

-0.1%
U.S. Value-0.3%

Year-to-Date 
As of Jul. 31, 2025

+5.4%
Value Outside U.S.

Value Stocks

About MSCI
MSCI is a leading provider of critical decision support tools and services for the global investment community. With over 50 years of expertise in research, data and technology, we power better 
investment decisions by enabling clients to understand and analyze key drivers of risk and return and confidently build more effective portfolios. We create industry-leading research-enhanced 
solutions that clients use to gain insight into and improve transparency across the investment process. 

The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at:
https://www.msci.com/index-regulation. 
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may not be relied on as such. MSCI ESG and climate ratings, research and data are produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate 
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Performance attribution unpacks the drivers behind this. For most factor strategies, target factors 
contributed positively to performance (equal weighted and minimum volatility were the exception with a 
small drag). The primary source of underperformance were stock-specific effects with some of the 
largest negative contributors being mega-cap tech companies. Many factor indexes systematically 
underweight these due to their expensive valuations, high beta or other historically unfavorable style 
exposures. Even in the BM index — where most factor exposures contributed positively — stock-
specific effects were the largest drag, ultimately driving its underperformance. 

Stock-specific effects drove largest underperformance over past 10 years 

 

Period: Nov. 30, 2015, to May 30, 2025. Monthly returns in USD. Return decomposition using the MSCI Global Equity Risk Model 
(EFMGEMLT). 

A modern playbook for factor portfolio construction 

For both institutional and wealth investors, factor investing has moved beyond the traditional catalogue 
of value, size, momentum and quality. The increasing weight of intangible assets in corporate balance 
sheets, the proliferation of alternative data sets and shifts in market micro-structure have highlighted 
limitations in legacy signals. Classic book-to-price ratios systematically undervalue firms with substantial
R&D and brand capital. Momentum exposures can unwind sharply when indexed portfolios become
crowded. Style tilts that omit explicit macro considerations will likely leave portfolios exposed to
geopolitical uncertainty or inflation shocks. Investors have become more interested in novel, emergent or

In
response, practitioners are refining the usual factor toolkit — integrating intangible-adjusted valuation
metrics, macro-sensitive style definitions, crowding scores, low-carbon proxies and machine-learning-
derived patterns into risk models and factor allocations. 

The explorations that follow look at four applications of this modern factor playbook. More specifically, 
we dive into the following areas:
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Assets under management linked to factor strategies has increased over the last eight years 

Assets under management (AUM) as of Dec. 31, 2024, reported on or before March 31, 2025, using data from eVestment for active and 
passive institutional funds. Equity ETF values are based on data from Refinitiv and MSCI. Institutional AUM includes separate/segregated 
AUM, pooled/commingled AUM and mutual fund institutional AUM. AUM includes equity funds and excludes feeder funds and funds of 
funds. For funds where AUM was not reported as of March 31, 2025, the previous period AUM was utilized as an estimate. MSCI does not 
guarantee the accuracy of third-party data. 

Insights from 50 years of factor index history 
The longer the history we have, the better able we are to find context and perspective for contemporary 
investment questions. The combined simulated and live history of MSCI factor indexes now spans 
almost five decades. This extensive dataset is a strong foundation for analyzing factor performance over 
the long term, providing insights into how factors have behaved across a wide range of market regimes 
and macro environments. In this section, we present visuals and data to highlight key characteristics of 
long-only factor exposures, as shown by MSCI factor indexes,3 as way to support better investor 
insights into future factor performance. Where a full 50-year history is unavailable, our analysis is based 
on the longest data series available. 

Factor index performance and characteristics
We review the performance of long-only factor implementations using MSCI factor indexes. The chart 
below presents the risk-return profile of the MSCI World factor indexes over nearly 50 years, from 

3 The MSCI USDEEP risk model has a daily history back to January 1973 with coverage of U.S. companies down to small- and micro-cap
securities. As a reference and to help validate factor index capture, the performance of pure factors from the MSCI USDEEP model is
presented in Appendix I.
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Apart from year-to-date data, numbers are annualized gross returns. Value outside the USA represented by the MSCI World ex USA Enhanced Value Index (USD) 
with the MSCI World ex USA as the benchmark. USA value represented by the MSCI USA Enhanced Value Index (USD) with the MSCI USA Index as the benchmark. 




