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This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell securities. Although certain 
information has been obtained from public sources believed to be reliable, without independent verification, we do not guarantee its accuracy, completeness or fairness.  
Past performance does not guarantee future results, which may vary. 

What are factors?

A factor is an attribute of a security 
that is identified as a potential driver 
of return.

Factors form the basis of 
performance. Just as an interviewer 
might consider “work experience” 
or “technical abilities” factors in 
a job interview, an investor might 
consider “value” and “momentum” 
as factors in a security or a portfolio.

What is equity factor 
investing? 

Equity factor investing is a 
systematic approach to evaluating 
companies.

Companies are assessed on how 
attractive they are based on one 
or more factors, and then ranked 
against other firms. Higher ranked 
companies may indicate a greater 
opportunity for alpha.1

Is all equity factor investing 
the same?

No. In fact, GSAM’s Quantitative 
Investment Strategies team (QIS) 
is focused on two main forms of 
equity factor investing: Smart Beta2 
strategies, and alpha generation.

Equity Factor Investing 101

What is equity factor investing, 
and how is it useful?

Smart beta investing seeks to derive return from risk 
premia3 in the market; smart beta factors tend to be 
well known and easier to implement.4 For example, 
the “momentum” factor is well known and is based 
on the belief that stocks that have recently increased 
in price may continue to increase in price due to the 
bandwagon effect.

Equity alpha strategies typically seek to generate an 
informational advantage by utilizing various datasets to 
help identify securities that are priced too low or too 
high, and then buy or sell based on that information. 
For instance, quantitative investors seeking equity alpha 
could incorporate credit card data to potentially better 
predict sales growth before the market can price it in.
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How are equity factors identified? 

Equity factors begin with a thesis describing how 
a company attribute may affect forward returns.

A thesis starts off with an idea, such as “Stocks that have 
recently increased in price will continue to increase in price 
due to the bandwagon effect.” 

Researchers will then aggregate relevant datasets—
both traditional (e.g., stock prices, valuation metrics) and 
alternative (e.g., analyst reports, credit card data)—and 
analyze the raw data to form an investment view. The 
performance of the factor is evaluated for potential 
usefulness and significance. 

Putting it all together 

Factor investing requires more than data and 
research.

It takes a team of investment professionals to devise 
theses, make decisions and implement factor investing 
strategies. From the advanced statistical analysis to 
the optimization of portfolios, to the understanding of 
clients’ needs, factor investing requires expertise. Explore 
Quantinomics to learn more about how GSAM uses factor 
investing to help pursue our clients’ investment objectives.
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Quantinomics is a behind-the-scenes look at insights and factors that shape GSAM quant team’s 
investment strategies. 

The Quantitative Investment Strategies team aims to 
create innovative and insightful solutions for our clients 
across a range of equity alpha, alternative risk premia 
and smart beta strategies. We utilize large amounts of 
traditional and alternative data sources supported by an 

expansive technology program to perform our proprietary 
research. This series provides a behind-the-scenes look 
into how we identify and research the economic intuitions 
and factors that drive our investment strategies. 



Disclosures
1 Alpha is the portion of the total return on the portfolio 
not attributable to the portfolio’s exposure to its 
benchmark or index. 
2 Smart Beta refers to quantitative index-
based strategies 
3 Risk Premia refers to the excess return demanded 
by investors to compensate them for a specific risk of 
holding an asset. 
4 Smart Beta factors tend to be well known in academic 
literature and are well-documented. The factors tend 
to be easier to implement since they can be created 
with readily available data and simple, rules-based 
frameworks. 

All investing involves risks, including possible loss of 
principal.

Past performance does not guarantee future 
results, which may vary. The value of investments 
and the income derived from investments can 
go down as well as up. Future returns are not 
guaranteed, and a loss of principal may occur. 

THIS MATERIAL IS FOR INFORMATIONAL PURPOSES 
ONLY AND IS PROVIDED SOLELY ON THE BASIS 
THAT IT WILL NOT CONSTITUTE INVESTMENT OR 
OTHER ADVICE OR A RECOMMENDATION RELATING 
TO ANY PERSON’S OR PLAN’S INVESTMENT OR 
OTHER DECISIONS, AND GOLDMAN SACHS IS NOT 
A FIDUCIARY OR ADVISOR WITH RESPECT TO ANY 
PERSON OR PLAN BY REASON OF PROVIDING THE 
MATERIAL OR CONTENT HEREIN INCLUDING UNDER 
THE EMPLOYEE RETIREMENT INCOME SECURITY ACT 
OF 1974 OR DEPARTMENT OF LABOR REGULATIONS. 
PLAN SPONSORS AND OTHER FIDUCIARIES SHOULD 
CONSIDER THEIR OWN CIRCUMSTANCES IN 
ASSESSING ANY POTENTIAL COURSE OF ACTION.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR 
SOLICITATION IN ANY JURISDICTION WHERE OR TO 
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED 
OR UNLAWFUL TO DO SO. 

This material is provided for educational purposes only 
and should not be construed as investment advice or 
an offer or solicitation to buy or sell securities. Views 
and opinions expressed are for informational purposes 
only and do not constitute a recommendation by GSAM 
to buy, sell, or hold any security. Views and opinions 
are current as of the date of this presentation and may 
be subject to change, they should not be construed as 
investment advice.

Economic and market forecasts presented herein reflect 
a series of assumptions and judgments as of the date 
of this presentation and are subject to change without 
notice. These forecasts do not take into account the 
specific investment objectives, restrictions, tax and 
financial situation or other needs of any specific client. 
Actual data will vary and may not be reflected here. 
These forecasts are subject to high levels of uncertainty 
that may affect actual performance. Accordingly, these 
forecasts should be viewed as merely representative 
of a broad range of possible outcomes. These forecasts 
are estimated, based on assumptions, and are subject 
to significant revision and may change materially as 
economic and market conditions change. Goldman Sachs 
has no obligation to provide updates or changes to these 
forecasts. Case studies and examples are for illustrative 
purposes only.

This information discusses general market activity, 
industry or sector trends, or other broad-based economic, 
market or political conditions and should not be construed 
as research or investment advice. This material has been 
prepared by GSAM and is not financial research nor a 
product of Goldman Sachs Global Investment Research 
(GIR). It was not prepared in compliance with applicable 
provisions of law designed to promote the independence 
of financial analysis and is not subject to a prohibition on 
trading following the distribution of financial research. 
The views and opinions expressed may differ from 
those of Goldman Sachs Global Investment Research or 
other departments or divisions of Goldman Sachs and 
its affiliates. Investors are urged to consult with their 
financial advisors before buying or selling any securities. 
This information may not be current and GSAM has no 
obligation to provide any updates or changes. 

Automated Clearing House (ACH): An electronic 
network for financial transactions in the United States 
that processes large volumes of credit and debit 
transactions.

Prospective investors should inform themselves as to any 
applicable legal requirements and taxation and exchange 
control regulations in the countries of their citizenship, 
residence or domicile which might be relevant.

United Kingdom and European Economic Area 
(EEA): In the United Kingdom, this material is a financial 
promotion and has been approved by Goldman Sachs 
Asset Management International, which is authorized 
and regulated in the United Kingdom by the Financial 
Conduct Authority. Switzerland: For Qualified Investor 
use only – Not for distribution to general public. This 
document is provided to you by Goldman Sachs Bank 
AG, Zürich. Any future contractual relationships will be 
entered into with affiliates of Goldman Sachs Bank AG, 
which are domiciled outside of Switzerland. We would 
like to remind you that foreign (Non-Swiss) legal and 
regulatory systems may not provide the same level of 
protection in relation to client confidentiality and data 
protection as offered to you by Swiss law.

Asia Pacific: Please note that neither Goldman Sachs 
Asset Management International nor any other entities 
involved in the Goldman Sachs Asset Management 
(GSAM) business maintain any licenses, authorizations 
or registrations in Asia (other than Japan), except that 
it conducts businesses (subject to applicable local 
regulations) in and from the following jurisdictions: 
Hong Kong, Singapore and Malaysia. This material has 
been issued for use in or from Hong Kong by Goldman 
Sachs Asset Management (Hong Kong) Limited, in or 
from Singapore by Goldman Sachs Asset Management 
(Singapore) Pte. Ltd. (Company Number: 201329851H) 
and in or from Malaysia by Goldman Sachs (Malaysia) 
Sdn Berhad (880767W). 

Australia: This material is distributed in Australia and 
New Zealand by Goldman Sachs Asset Management 
Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 
(’GSAMA’) and is intended for viewing only by wholesale 
clients in Australia for the purposes of section 761G of 
the Corporations Act 2001 (Cth) and to clients who either 
fall within any or all of the categories of investors set 
out in section 3(2) or sub-section 5(2CC) of the Securities 
Act 1978, fall within the definition of a wholesale client 
for the purposes of the Financial Service Providers 

(Registration and Dispute Resolution) Act 2008 (FSPA) 
and the Financial Advisers Act 2008 (FAA),and fall within 
the definition of a wholesale investor under one of clause 
37, clause 39 or clause 40 of Schedule 1 of the Financial 
Markets Conduct Act 2013 (FMCA) of New Zealand 
(collectively, a “NZ Wholesale Investor”). GSAMA is 
not a registered financial service provider under the 
FSPA. GSAMA does not have a place of business in New 
Zealand. In New Zealand, this document, and any access 
to it, is intended only for a person who has first satisfied 
GSAMA that the person is a NZ Wholesale Investor. This 
document is intended for viewing only by the intended 
recipient. This document may not be reproduced or 
distributed to any person in whole or in part without 
the prior written consent of GSAMA. This information 
discusses general market activity, industry or sector 
trends, or other broad based economic, market or political 
conditions and should not be construed as research or 
investment advice. The material provided herein is for 
informational purposes only. This presentation does 
not constitute an offer or solicitation to any person in 
any jurisdiction in which such offer or solicitation is not 
authorized or to any person to whom it would be unlawful 
to make such offer or solicitation.

Canada: This material has been communicated in 
Canada by Goldman Sachs Asset Management, L.P. 
(GSAM LP). GSAM LP is registered as a portfolio 
manager under securities legislation in certain provinces 
of Canada, as a non-resident commodity trading manager 
under the commodity futures legislation of Ontario and 
as a portfolio manager under the derivatives legislation 
of Quebec. In other provinces, GSAM LP conducts its 
activities under exemptions from the adviser registration 
requirements. In certain provinces, GSAM LP is not 
registered to provide investment advisory or portfolio 
management services in respect of exchange-traded 
futures or options contracts and is not offering to provide 
such investment advisory or portfolio management 
services in such provinces by delivery of this material. 

Japan: This material has been issued or approved in 
Japan for the use of professional investors defined in 
Article 2 paragraph (31) of the Financial Instruments and 
Exchange Law by Goldman Sachs Asset Management 
Co., Ltd. 

This material is provided for informational purposes 
only and should not be construed as investment advice 
or an offer or solicitation to buy or sell securities. This 
material is not intended to be used as a general guide 
to investing, or as a source of any specific investment 
recommendations, and makes no implied or express 
recommendations concerning the manner in which 
any client’s account should or would be handled, as 
appropriate investment strategies depend upon the 
client’s investment objectives.

Although certain information has been obtained from 
sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness. We have relied 
upon and assumed without independent verification, the 
accuracy and completeness of all information available 
from public sources. 
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