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About Us

A N  I N T R O D U C T I O N  T O  
M E R C E R  A D V I S O R S

Founded in 1985
Nationwide presence 
Over 30 branch offices 
Over $13 billion in client assets managed

©2018 Mercer Advisors. All Rights Reserved.

Over 300 employees
§ CFP® practitioners 
§ CFA charter holders 
§ CPAs 

§ Estate & Trust attorneys 
§ Retirement Plan Specialists
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Agenda

T H E  S C I E N C E  B E H I N D  

F A C T O R  I N V E S T I N G

§ Post Election Market Update

§ Why Science matters

§ Factor investing, not active, not passive

§ Factor investing using ETFs

©2018 Mercer Advisors. All Rights Reserved.



V A L U A T I O N S

Global Equity Market Returns, 2017 & 2018 YTD

G L O B A L  E Q U I T Y  M A R K E T S
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E C O N O M I C  O V E R V I E W

Elections
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W H Y  S C I E N C E  M A T T E R S

Why Science Matters
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W H Y  S C I E N C E  M A T T E R S

21-Year Annualized Returns by Asset Class (1997-2017)

Sources > Indexes include: REITS: NAREIT Equity REIT Index; EAFE: MSCI EAFE; Oil: WTI Index; Bonds: Barclays Capital U.S. Aggregate Index; Homes: median sale price of existing single-family homes, Gold: USD/troy 

oz.; Inflation: CPI. Average asset allocation investor return is based on a Dalbar Inc. analysis, which utilizes the net of aggregate mutual fund sales, redemptions and exchanges each month as a measure of investor 

behavior. Returns are annualized (and total return, where applicable) and represent the 20-year period ending December 31, 2016 to match Dalbar’s most recent “Quantitative Analysis of Investor Behavior, 2017”. 

Average stock investor performance results are based on a DALBAR study, “Quantitative Analysis of Investor Behavior (QAIB), 2017.” DALBAR is an independent, Boston-based financial research firm. Using monthly 

fund data supplied by the Investment Company Institute, QAIB calculates investor returns as the change in assets after excluding sales, redemptions and exchanges. This method of calculation captures realized and 

unrealized capital gains, dividends, interest, trading costs, sales charges, fees, expenses and any other costs. After calculating investor returns in dollar terms, two percentages are calculated for the period 

examined: Total investor return rate and annualized investor return rate. Total return rate is determined by calculating the investor return dollars as a percentage of the net of the sales, redemptions, and 

exchanges for the period. Results are compared to the performance of the S&P 500 Index for informational purposes only. Index performance is provided as a benchmark but is not illustrative of any specific 

investment. You cannot invest directly in indexes such as the S&P 500 Index. Index performance includes dividends and distributions, but does not reflect fees, brokerage commissions, withholding taxes, or other 

investing-related expenses. 

©2018 Mercer Advisors. All Rights Reserved.

Successful Investing is Difficult 
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W H Y  S C I E N C E  M A T T E R S

Source > Forbes - Understand The Cycle Of Market Emotions To Make Better Investing Decisions, October 18, 2012. 

©2018 Mercer Advisors. All Rights Reserved.

Why the Average Investor Underperforms 
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Reasons Investors Underperform

W H Y  S C I E N C E  M A T T E R S

§ They don’t have a financial plan 

§ They don’t understand risk 

§ They generate unnecessary tax consequences 

§ They’re poorly diversified 

§ They follow trends touted by the popular press

Sources: Barber & Odean, Thaler, Kahneman.

©2018 Mercer Advisors. All Rights Reserved. 
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W H Y  S C I E N C E  M A T T E R S

S&P 500 intra-year declines vs. calendar year returns 
despite average intra-year drops of 13.8%, annual returns positive in 29 of 38 years

Sources: FactSet, Standard & Poor’s, J.p. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Intra-year Volatility 
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T H E  S C I E N C E  B E H I N D  
F A C T O R  I N V E S T I N G

§ Why Science matters 

§ What is factor investing? 

©2018 Mercer Advisors. All Rights Reserved.
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W H A T  I S  F A C T O R  I N V E S T I N G ?

©2018 Mercer Advisors. All Rights Reserved.

Factor Investing: 
Right Mix of Active and Passive Investing

For Illustrative Use Only. 
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What are “Factors”? 

W H A T  I S  F A C T O R  I N V E S T I N G ?

§ A “factor” is a quantifiable characteristic common to a group of stocks that helps 

explain the risk and return of that group. 

§ For a “factor” to be investable, it must meet several tests:

⎼ It must be significant 

⎼ It must be persistent 

⎼ It must be supported by rigorous, peer-reviewed academic research. 

©2018 Mercer Advisors. All Rights Reserved. 
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Annualized Compound Returns (%) in U.S. Dollars

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

Factor Investing Outperformance
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

U.S. Markets



20

W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

U.S. Markets
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

U.S. Markets
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

U.S. Markets
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

U.S. Markets
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources > Dimensional Fund Advisors, AQR Capital Management, S&P 500 Index, MSCI World ex US Index, MSCI Emerging Markets Index, Fama/French libraries. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Indices are not available for direct investment; their performance does not reflect the expense associated with the management of an actual 
portfolio. Data as of December 31, 2016. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 
an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
incurrence of which would have the effect of decreasing historical performance results. Performance quoted is past performance and is not indicative of future results. 

©2018 Mercer Advisors. All Rights Reserved.

U.S. Markets
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time
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W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time



31

W H A T  I S  F A C T O R  I N V E S T I N G ?

Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a peak to a trough 
during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. Data are as of 
June 30, 2018.Sources: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops from a 
peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average annual return was 8.8%. Guide to the markets - U.S. 
Data are as of June 30, 2018.

©2018 Mercer Advisors. All Rights Reserved.

Factors outperform over time, not every time
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Sources: S&P 500, Dalbar. Results are compared to the performance of the S&P 500 Index for informational purposes only. Index performance is provided as a benchmark but is not illustrative of any specific 
investment. You cannot invest directly in indexes such as the S&P 500 Index. Index performance includes dividends and distributions, but does not reflect fees, brokerage commissions, withholding taxes, or other 
investing-related expenses. 

©2018 Mercer Advisors. All Rights Reserved.

Risk/Return Chart (EF): S&P 500 Index 2000 - 2017
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T H E  S C I E N C E  B E H I N D  
F A C T O R  I N V E S T I N G

§ Why Science matters 

§ What is factor investing? 

§ Evidence supporting factor investing

©2018 Mercer Advisors. All Rights Reserved.
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E V I D E N C E  S U P P O R T I N G
F A C T O R  I N V E S T I N G

Source: S&P 500. Index performance is provided as a benchmark but is not illustrative of any specific investment. You cannot invest directly in indexes such as the S&P 500 Index. Index performance includes 
dividends and distributions, but does not reflect fees, 
brokerage commissions, withholding taxes, or other investing-related expenses. 

©2018 Mercer Advisors. All Rights Reserved.

S&P 500 Index Returns 2000 - 2017
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What are “value stocks”?

E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

§ Value stocks are priced at a discount relative to their industry peers based on 

earnings, cash flows, or “book” value 

§ Value stocks tend to be out-of-favor companies 

§ Examples include Exxon, JP Morgan, Pfizer, and AT&T

Source: Blackrock 

©2018 Mercer Advisors. All Rights Reserved. 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: S&P 500. Index performance is provided as a benchmark but is not illustrative of any specific investment. You cannot invest directly in indexes such as the S&P 500 Index. Index performance includes 
dividends and distributions, but does not reflect fees, 
brokerage commissions, withholding taxes, or other investing-related expenses. 

©2018 Mercer Advisors. All Rights Reserved.

Beating the Market: Value Factor vs S&P 500 Index
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Beating the Market: Value Factor vs S&P 500 Index
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E V I D E N C E  S U P P O R T I N G
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Value Factor vs S&P 500 Index 2000–2017
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What are “size” stocks? 

E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

§ “Size” refers to market capitalization and “size” stocks are typically referred 

to as “small cap” stocks 

§ Small cap stocks are generally defined as those with a market capitalization 

between $300 million and $2 billion 

§ Examples include the New York Times, Dick’s Sporting Goods, Wendy’s, 

Cheesecake Factory, and Jack in the Box (or Starbucks in 1971 and 

Microsoft in 1975) 

©2018 Mercer Advisors. All Rights Reserved. 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Beating the Market: Size Factor vs. S&P 500 Index 
2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Beating the Market: Size Factor vs. S&P 500 Index 
2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Size and Value Factors vs S&P 500 Index 2000–2017 
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What are “quality” stocks? 

E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

§ “Quality” refers to financially healthy companies 

§ “Quality” companies have lower debt, higher profit margins, and more 

consistent earnings growth than their peers 

§ Examples include Apple, Visa, Home Depot, and IBM 

©2018 Mercer Advisors. All Rights Reserved. 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Quality Factor vs S&P 500 Index 2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Quality Factor vs S&P 500 Index 2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Size, Value, and Quality (U.S.) vs S&P 500 Index 
2000 – 2017 
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Momentum Factor

E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

§ Momentum is the practice of investing in an upward price trend in a 

systematic way that is quantitative and rules-based 

§ Momentum can be a high turnover strategy, so it’s best to have a financial 

plan on how best to invest in it (i.e., through an IRA)

§ Examples include the “FAANG” stocks—Facebook, Apple, Amazon, Netflix, 

and Google. Past examples included Netscape, eToys, !Yahoo, and even 

Berkshire Hathaway 

©2018 Mercer Advisors. All Rights Reserved. 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Momentum Factor vs S&P 500 Index 2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Momentum Factor vs S&P 500 Index 2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Size, Value, Momentum, and Quality Factors (U.S.A.) 
vs S&P 500 Index, 2000–2017 
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Multi-factor: Why diversify across factors?

E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

§ Factors perform differently overtime

§ Multi-factor investing reduces risk overtime

§ Multi-factors combined achieve higher rates of return

©2018 Mercer Advisors. All Rights Reserved. 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Multi-Factor Portfolio vs S&P 500 Index 2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Multi-Factor Portfolio vs S&P 500 Index 2000–2017 
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E V I D E N C E  S U P P O R T I N G  
F A C T O R  I N V E S T I N G

Source: FactSet 

©2018 Mercer Advisors. All Rights Reserved.

Better Returns and Lower Risk through Multi-Factor 
Diversification 2000–2017 
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T H E  S C I E N C E  B E H I N D  
F A C T O R  I N V E S T I N G

§ Factor Investing is based in science and is supported by 9 decades of 

academic research 

§ Factor investing can be implemented with MFs, ETFs or SMAs and at a 

very low cost 

§ Factor investing consistently works across domestic, international and 

emerging markets 

©2018 Mercer Advisors. All Rights Reserved.

Summary



E X C H A N G E  T R A D E D  F U N D S

Exchange Traded Funds
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E X C H A N G E  T R A D E D  F U N D S

Source: Blackrock



58

E X C H A N G E  T R A D E D  F U N D S

Source: Blackrock
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E X C H A N G E  T R A D E D  F U N D S

Source: Blackrock
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E X C H A N G E  T R A D E D  F U N D S

Source: Blackrockt
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Closing Comments and Action Steps

E X C H A N G E  T R A D E D  F U N D S

How to start to implement factor investing in your portfolio
§ Assess your overall asset allocation, total return objective
§ Assess what factors you are over-weight today
§ Look to add value and quality first

Additional Resources (postcard and email)
§ Factor Evidence Special Report
§ Factor Podcast (3)
§ Todays presentation (PDF)

61
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A D D I T I O N A L  R E S O U R C E S  

The Science of Economic Freedom

This publication should not be construed by any consumer and/or prospective client as Mercer Advisors' solicitation to effect, or attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation. Furthermore, 
information in this publication should not be construed, in any manner whatsoever, as the receipt of, or a substitute for, personalized individual advice from Mercer Advisors. Any subsequent, direct communication by Mercer Advisors with a prospective client shall 
be conducted by a representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the prospective client resides.

This document may contain forward looking statements including statements regarding our intent, belief or current expectations with respect to market conditions. Readers are cautioned not to place undue reliance on these forward-looking statements. 
While due care has been used in the preparation of forecast information, actual results may vary in a materially positive or negative manner. Forecasts and hypothetical examples are subject to uncertainty and contingencies 
outside Mercer Advisors' control.
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BlackRock - Disclosure

Important Information Regarding the MSCI U.S. Factor Indexes
§ This material contains back-tested index data.
§ Index returns are for illustrative purposes only and do not represent any actual fund performance. 
§ Index performance returns do not reflect any management fees, transaction costs or expenses. 
§ Indexes are unmanaged and one cannot invest directly in an index. 
§ Past performance does not guarantee future results.
§ Data for time periods prior to the index inception date is hypothetical and is provided for informational purposes only to indicate historical performance had the index been available over the relevant time period. 
§ Hypothetical data results are based on criteria applied retroactively with the benefit of hindsight and knowledge of factors that may have positively affected its performance, and cannot account for risk factors that may affect the 

actual fund performance. 
§ The actual performance of the fund may vary significantly from the hypothetical index performance due to transaction costs, liquidity or other market factors.

The performance quoted represents past performance of specific funds and does not guarantee future results for such funds. Investment return and principal value of an investment will fluctuate so that an investor’s shares, 
when sold or redeemed, may be worth more or less than the original cost. Current performance may be lower or higher than the performance quoted. Performance data current to the most recent month end may be 
obtained by visiting www.iShares.com or www.blackrock.com. Shares of iShares Funds are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions will reduce returns. 
Market returns are based upon the midpoint of the bid/ask spread at 4:00 p.m. eastern time (when NAV is normally determined for most iShares Funds), and do not represent the returns you would receive if you traded shares at other 
times. 

QUAL iShares Edge MSCI USA Quality Factor ETF 7/16/2013 0.15% 2.00% -- 9.18% 9.24% -- -- -- -- 11.59% 11.61%

VLUE iShares Edge MSCI USA Value Factor ETF 4/16/2013 0.15% 2.29% -- 15.68% 15.76% -- -- -- -- 11.70% 11.73%

SIZE iShares Edge MSCI USA Size Factor ETF 4/16/2013 0.15% 1.82% -- 13.32% 13.44% -- -- -- -- 11.95% 11.96%

MTUM iShares Edge MSCI USA Momentum Factor ETF 4/16/2013 0.15% 1.51% -- 4.89% 5.00% -- -- -- -- 12.32% 12.35%

NAV Market 
Price

1 Year Returns 5 Year Returns 10 Year Returns Since Inception

NAV Market 
Price NAV Market 

Price NAV Market 
Price

Ticker Fund Inception 
Date

Gross 
Expense 

Ratio

30 Day SEC 
Yield (With/ 

Without 
Waiver) 

Contractual 
Fee Waiver 

Expiration (If 
Applicable)

iShares ETF 
Benchmarked 

to Index?

MSCI USA Sector Neutral Quality Index 12/12/2014 Y
11/30/1998 – 
12/12/2014 8.20% 13.92% 8.33% 8.22%

MSCI USA Enhanced Value Index 12/12/2014 Y
11/30/1998 – 
12/12/2014 14.92% 16.39% 7.56% 6.22%

MSCI USA Risk Weighted Index 6/28/2011 Y
11/30/1998 – 

6/28/2011 12.56% 14.88% 8.28% 13.17%

MSCI USA Momentum Index 2/15/2013 Y
11/30/1998 – 

2/15/2013 3.93% 15.38% 7.70% 14.31%

Since 
Inception

Index 
Inception 

Date

Dates of Back-
Tested Returns

1-Year 
Returns 

5-Year 
Returns

10-Year 
Return Index Name



BlackRock - Disclosure

Important Information Regarding the MSCI Multiple Factor Indexes

The performance quoted represents past performance of specific funds and does not guarantee future results for such funds. Investment return and principal value of an investment will fluctuate so that an investor’s shares, 
when sold or redeemed, may be worth more or less than the original cost. Current performance may be lower or higher than the performance quoted. Performance data current to the most recent month end may be 
obtained by visiting www.iShares.com or www.blackrock.com. Shares of iShares Funds are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions will reduce returns. 
Market returns are based upon the midpoint of the bid/ask spread at 4:00 p.m. eastern time (when NAV is normally determined for most iShares Funds), and do not represent the returns you would receive if you traded shares at other 
times. 

§ This material contains back-tested index data.
§ Index returns are for illustrative purposes only and do not represent any actual fund performance. 
§ Index performance returns do not reflect any management fees, transaction costs or expenses. 
§ Indexes are unmanaged and one cannot invest directly in an index. 
§ Past performance does not guarantee future results.
§ Data for time periods prior to the index inception date is hypothetical and is provided for informational purposes only to indicate historical performance had the index been available over the relevant time period. 
§ Hypothetical data results are based on criteria applied retroactively with the benefit of hindsight and knowledge of factors that may have positively affected its performance, and cannot account for risk factors that may affect the actual fund performance.
§ The actual performance of the fund may vary significantly from the hypothetical index performance due to transaction costs, liquidity or other market factors.

LRGF iShares Edge MSCI Multifactor USA ETF 4/28/2015 0.20% 2.00% -- 13.40% 13.11% -- -- -- -- 5.27% 5.27%

SMLF iShares Edge MSCI Multifactor USA Small-Cap ETF 4/28/2015 0.30% 0.76% -- 22.50% 22.23% -- -- -- -- 11.26% 11.29%

ACWF iShares Edge MSCI Multifactor Global ETF 4/28/2015 0.36%
1.55% / 
1.52% 11/30/2025 5.13% 4.84% -- -- -- -- -1.62% -1.52%

INTF iShares Edge MSCI Multifactor Intl ETF 4/28/2015 0.30% 2.20% -- -0.21% -0.26% -- -- -- -- -2.49% -2.72%

ISCF iShares Edge MSCI Multifactor Intl Small-Cap ETF 4/28/2015 0.40% 1.80% -- 0.01% -0.90% -- -- -- -- 0.60% 0.12%

EMGF iShares Edge MSCI Multifactor Emerging Markets ETF 12/8/2015 0.48%
1.60% / 
1.56% 12/31/2021 9.22% 9.04% -- -- -- -- 7.48% 7.28%

1 Year Returns 5 Year Returns 10 Year Returns Since Inception

NAV Market 
Price

NAV Market 
Price

NAV Market 
Price

Ticker Fund Inception 
Date

Gross 
Expense 

Ratio

30 Day SEC 
Yield (With/ 

Without 
Waiver) 

Contractual 
Fee Waiver 

Expiration (If 
Applicable) NAV Market 

Price

iShares ETF 
Benchmarked 

to Index?

MSCI USA Diversified Multiple-Factor Index 2/17/2015 Y 11/30/1998 – 2/17/2015 12.54% 15.82% 8.19% 5.74%

MSCI USA Small Cap Diversified Multiple-Factor Index 2/17/2015 Y 11/30/1998 – 2/17/2015 21.27% 18.02% 9.55% 12.87%

MSCI ACWI Diversified Multiple-Factor Index 2/17/2015 Y 11/30/1998 – 2/17/2015 4.95% 11.15% 5.75% 1.72%

MSCI World ex USA Diversified Multiple-Factor Index 2/17/2015 Y 11/30/1998 – 2/17/2015 -0.53% 9.10% 3.46% 0.75%

MSCI World ex USA Small Cap Diversified Multiple-Factor Index 2/17/2015 Y 11/30/1998 – 2/17/2015 0.13% 10.75% 4.24% 5.22%

MSCI Emerging Market Diversified Multiple-Factor Index 2/17/2015 Y 11/30/1998 – 2/17/2015 10.00% 3.48% 4.70% -3.28%

Index Name
Index 

Inception 
Date

Dates of Back-
Tested Returns

1-Year 
Returns 

5-Year 
Returns

10-Year 
Return 

Since 
Inception



BlackRock - Disclosure

Carefully consider the Funds' investment objectives, risk factors, and charges and expenses before investing. This and other information can be 
found in the Funds' prospectuses or, if available, the summary prospectuses which may be obtained by visiting www.iShares.com or 
www.blackrock.com. Read the prospectus carefully before investing. 
Investing involves risk, including possible loss of principal.
There can be no assurance that performance will be enhanced or risk will be reduced for funds that seek to provide exposure to certain quantitative investment characteristics 
("factors").  Exposure to such investment factors may detract from performance in some market environments, perhaps for extended periods. In such circumstances, a fund 
may seek to maintain exposure to the targeted investment factors and not adjust to target different factors, which could result in losses.
International investing involves risks, including risks related to foreign currency, limited liquidity, less government regulation and the possibility of substantial volatility due 
to adverse political, economic or other developments. These risks often are heightened for investments in emerging/developing markets, in concentrations of single 
countries or smaller capital markets. Narrowly focused investments, including REIT, mining, preferred stock, factor and floating rate note funds may be subject to higher 
volatility and risks specific to those sectors. The iShares Minimum Volatility ETFs may experience more than minimum volatility as there is no guarantee that the underlying 
index's strategy of seeking to lower volatility will be successful. 
The iShares Funds are not sponsored, endorsed, issued, sold or promoted by MSCI Inc., nor does this company make any representation regarding the advisability of 
investing in the Funds. BlackRock is not affiliated with MSCI Inc.
The strategies discussed are strictly for illustrative and educational purposes and are not a recommendation, offer or solicitation to buy or sell any securities or to adopt any 
investment strategy. There is no guarantee that any strategies discussed will be effective. 
There can be no assurance that an active trading market for shares of an ETF will develop or be maintained.
The Funds are distributed by BlackRock Investments, LLC (together with its affiliates, “BlackRock”).
©2017 BlackRock. All rights reserved. iSHARES, FACTOR EXTRACTOR and BLACKROCK are registered and unregistered trademarks of BlackRock.  All other marks are the 
property of their respective owners. 

Important information regarding iShares ETFs
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§ All indexes are unmanaged and an individual cannot invest directly in an index. Index returns do not include fees or expenses.

§ The S&P 500 Index is widely regarded as the best single gauge of the U.S. equities market. The index includes a representative sample of 
500 leading companies in leading industries of the U.S. economy. The S&P 500 Index focuses on the large-cap segment of the market; 
however, since it includes a significant portion of the total value of the market, it also represents the market.

§ The MSCI USA Value Index captures large and mid cap US securities exhibiting overall value style characteristics. The value investment style 
characteristics for index construction are defined using three variables: book value to price, 12-month forward earnings to price and 
dividend yield. 

§ The MSCI USA Quality Index is based on the MSCI USA Index, its parent index, which includes large and mid cap stocks in the US equity 
market. The index aims to capture the performance of quality growth stocks by identifying stocks with high quality scores based on three 
main fundamental variables: high return on equity (ROE), stable year-over-year earnings growth and low financial leverage. The MSCI 
Quality Indexes complement existing MSCI Factor Indexes and can provide an effective diversification role in a portfolio of factor strategies. 

§ The MSCI USA Momentum Index is based on MSCI USA Index, its parent index, which captures large and mid cap stocks of the US market. It 
is designed to reflect the performance of an equity momentum strategy by emphasizing stocks with high price momentum, while 
maintaining reasonably high trading liquidity, investment capacity and moderate index turnover. 

§ The MSCI USA Minimum Volatility (USD) Index aims to reflect the performance characteristics of a minimum variance strategy applied to 
the large and mid cap USA equity universe. The index is calculated by optimizing the MSCI USA Index, its parent index, in USD for the lowest 
absolute risk (within a given set of constraints). 

§ The MSCI USA Diversified Multiple-Factor Index is based on a traditional market cap weighted parent index, the MSCI USA Index, which 
includes US large and mid-cap stocks. The index aims to maximize exposure to four factors – Value, Momentum, Quality and Low Size --
while maintaining a risk profile similar to that of the underlying parent index. 

Important Information Regarding Indexes

D I S C L O S U R E
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§ This material contains back-tested index data.

§ Index returns are for illustrative purposes only and do not represent any actual fund performance. 

§ Index performance returns do not reflect any management fees, transaction costs or expenses. 

§ Indexes are unmanaged and one cannot invest directly in an index. 

§ Past performance does not guarantee future results.

§ Data for time periods prior to the index inception date is hypothetical and is provided for informational purposes only to indicate historical 
performance had the index been available over the relevant time period. 

§ Hypothetical data results are based on criteria applied retroactively with the benefit of hindsight and knowledge of factors that may have 
positively affected its performance, and cannot account for risk factors that may affect the actual fund performance. 

§ The actual performance of the fund may vary significantly from the hypothetical index performance due to transaction costs, liquidity or 
other market factors.

Important Information Regarding the MSCI U.S. Factor Indexes

Index Name
Inception 

Date
Dates of Back-Tested 

Returns Annualized Return
Annualized Standard Deviation 

(Risk)

MSCI USA Value Index 6/2/2008 1/1/2000 - 12/31/2017 6.56% 17.13%

MSCI USA Momentum Index 2/15/2013 1/1/2000 - 12/31/2017 7.56% 18.64%

MSCI USA Quality Index 12/18/2012 1/1/2000 - 12/31/2017 6.49% 16.07%

MSCI USA Minimum Volatility Index 6/2/2008 1/1/2000 - 12/31/2017 7.43% 12.69%

MSCI USA Small Cap Diversified Multi-Factor 
Index 2/17/2015 1/1/2000 - 12/31/2017 8.14% 15.91%

D I S C L O S U R E
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Mercer Advisors Inc. is the parent company of Mercer Global Advisors Inc. and is not involved with investment services. 
Mercer Global Advisors Inc. (“Mercer Advisors”) is registered as an investment advisor with the SEC. The firm only transacts 
business in states where it is properly registered, or is excluded or exempted from registration requirements. All expressions
of opinion reflect the judgment of the author as of the date of publication and are subject to change. Some of the research 
and ratings shown in this presentation come from third parties that are not affiliated with Mercer Advisors. The information 
is believed to be accurate, but is not guaranteed or warranted by Mercer Advisors. Content, research, tools, and stock or 
option symbols are for educational and illustrative purposes only and do not imply a recommendation or solicitation to buy 
or sell a particular security or to engage in any particular investment strategy. For financial planning advice specific to your
circumstances, talk to a qualified professional at Mercer Advisors. Past performance may not be indicative of future results. 
Therefore, no current or prospective client should assume that the future performance of any specific investment, 
investment strategy or product made reference to directly or indirectly, will be profitable or equal to past performance levels.
All investment strategies have the potential for profit or loss. Changes in investment strategies, contributions or withdrawals 
may materially alter the performance and results of your portfolio. Different types of investments involve varying degrees of
risk, and there can be no assurance that any specific investment will either be suitable or profitable for a client's investment
portfolio. Historical performance results for investment indexes and/or categories, generally do not reflect the deduction of
transaction and/or custodial charges or the deduction of an investment-management fee, the incurrence of which would 
have the effect of decreasing historical performance results. Economic factors, market conditions, and investment strategies 
will affect the performance of any portfolio and there are no assurances that it will match or outperform any particular 
benchmark. This document may contain forward looking statements including statements regarding our intent, belief or 
current expectations with respect to market conditions. Readers are cautioned not to place undue reliance on these forward-
looking statements. While due care has been used in the preparation of forecast information, actual results may vary in a 
materially positive or negative manner. Forecasts and hypothetical examples are subject to uncertainty and contingencies 
outside Mercer Advisors’ control. 

©2018 Mercer Advisors. All Rights Reserved.

Disclosure

T H E  S C I E N C E  B E H I N D  
F A C T O R  I N V E S T I N G
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Thank You.

©2018 Mercer Advisors. All Rights Reserved. Mercer Global Advisors Inc. is registered with the Securities and Exchange 
Commission and delivers all investment-related services. Mercer Advisors Inc. is the parent company of Mercer Global Advisors 
Inc. and is not involved with investment services. 


