
INDEX 
INVESTING
Skilfully delivered. 



Our record of delivery, our skill 
and experience, our focus on risk 
management, our global resources 
and our trading advantages have 
made us the index manager of 
choice for our clients.

$34.5 TRILLION BY 2020
Index investing is expected to rise to

Source: Asset Management 2020, A Brave New World. PWC 2015.
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Many investors are searching for more reliable 
returns from their investments and they’ve turned to 
index investment solutions.  Indexing can provide 
lower risk relative to return objectives — with 
thousands of exposures to select from — and often 
provides better value. 

This style of management gives investors effective 
exposure to a wide range of asset classes, regions and 
sectors. It also avoids the potential pitfalls of making 
the wrong active investment decisions.

Targeted, Diversified Exposure 
with No Unintended Biases
Index funds help better manage the risks within a 
portfolio. In an index fund, there is broad, diversified 
and consistent exposure, without style or size  
drift, giving investors control over their strategic  
asset allocation.

Investors can quickly and cost-effectively rebalance 
back to the appropriate strategic asset allocation after 
periods of market volatility. 

For core portfolios index investing has emerged as perhaps the single most 
efficient and cost-effective method to achieve broad, diversified equity exposure.

Lower Manager Search and  
Ongoing Due Diligence Load
The cost-efficiency of index investing is apparent 
when selecting managers and gaining asset class 
exposure. With a core investment in an index 
portfolio, investors can drastically reduce the number 
of managers and searches required. 

Greenwich Associates estimate that it can cost an 
investor about 2% of their assets to fire and hire new 
managers. This cost is in addition to the time, effort 
and cost of identifying, screening, selecting and 
overseeing a stable of active managers. 

Strong Value Proposition
Investment management fees are an area  of 
significant advantage for index investing over 
active investing. The difference in investment 
management fees between an index strategy and an 
active strategy is a hurdle an active manager must 
overcome merely to equal an index-based return.

Trading costs erode returns but, because index 
managers mainly adjust portfolios when the stocks in 
the index they’re tracking are affected, costs are again 
much lower than with active investing. 

WHY INDEXING?
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Partnering with SSGA gives our clients access to a 
wide range of  quality index products and a service 
ethos that sets us apart from other providers. We 
provide services exclusively to institutional clients.

Our record of delivery, our skill and experience, 
our focus on risk management, our global 
resources and our trading advantages have made 
us the index manager of choice for our clients.

Resources
SSGA's institutional clients benefit from the depth of resources of a truly 
global manager, backed up by local teams that understand the on-the-
ground needs of different markets.

A team of over 100 equity and fixed income portfolio managers, assisted by 
dedicated support units, ensures that our index funds are managed, 
controlled and governed with the primary goal of delivering reliable and 
transparent returns.

Every fund is managed in a tightly risk-controlled environment, where 
fund objectives are agreed and benchmarks are clearly defined.  
Compliance and risk management teams of more than 120 people give our 
institutional clients the control and oversight they expect. 

Trading and investment teams located directly in the major market time 
zones enable fast, smart reaction to market conditions. Client teams in 
local countries are able to really understand investment requirements and 
expectations. This depth of resource and experience is the cornerstone of 
the platform and helps us provide a top-class index investing service for 
our clients. 

Global Foundations
State Street Corporation, SSGA’s parent company, is one of the world’s 
best-capitalized banking organizations. And, our position as one of the 
world’s leading and largest asset managers provides the means to support 
sophisticated trading and investment processes that smaller managers 
often can’t achieve. 

Our clients connect into a global network of investment expertise and 
indexing skill that we believe is unrivalled.

INDEXING 
WITH SSGA

GLOBAL SCALE 
 Ɇ One of the world’s largest 

global investment managers
 Ɇ Over 400 investment professionals 

delivering for our clients

PRODUCT RANGE
 Ɇ Comprehensive product suite
 Ɇ Evolves to suit investor needs

FUND STRUCTURES
 Ɇ Wide variety of  structures to suit  

individual investor requirements

PERFORMANCE
 Ɇ Index funds that precisely track  

their benchmark
 Ɇ Results that are relied on

VALUE
 Ɇ Competitive management fees
 Ɇ Optimized trading costs



Formidable Index Range
One of SSGA’s key strengths is the number and diversity 
of investment strategies we’re able to offer. 

Our clients have access to hundreds of index strategies 
— available as segregated accounts or as pooled funds, 
using a range of vehicles across a number of domiciles. 
These index strategies cover a multitude of asset classes, 
including equities, fixed income, diversified growth 
and alternatives.

We offer investors access to a broad range of global, 
regional and country  exposures, as well as a truly 
comprehensive selection of industries, sectors 
and alternative investments. 

...and Beyond
Many of our  clients come to us initially for our indexing 
skills and then branch into other investment areas. 
Customer satisfaction is high, with more than 85% of 
clients returning for additional services.*

Tailored to Fit
Our range is inspired by the choice, flexibility and 
innovation that clients seek.  And we understand that 
investor needs vary, so the right solution for a client may 
be a bespoke one.

We’re completely confident in our ability to build 
portfolios designed to meet investors' specific 
objectives. Deep institutional experience and a solid 
platform means that custom-tailored indexes and 
solutions are eminently achievable. 

Wide Choice of Vehicles
We aim to make access to our indexing solutions as 
convenient as possible. Off-the-shelf solutions are 
available for investing through a range of vehicles, 
including pooled funds, Exchange Traded Funds 
(ETFs) and mutual funds that are registered or listed 
in multiple domiciles. 

Remarkable Value
Our order flows are amongst the largest in the 
industry, meaning that we’re able to drastically reduce 
transaction costs by crossing securities or matching 
trades. The benefits of these activities are passed on 
directly as cost savings to our clients. 

And dealing across all markets — large and small cap, 
developed and emerging — translates into low-cost 
trading in markets where transaction costs can 
otherwise be high. 

Our scale also means we can negotiate lower brokerage 
commissions than many other asset managers. 

The end result is that we can minimize the impact of 
trading costs on clients’ returns, improving the return 
profile and bringing our clients’ investment objectives 
closer to realization.

WHAT’S IN A NAME?
Beta, Passive or Indexing?

Practically speaking, this terminology refers to the 
same investment process. 

We prefer the term Indexing. Although Passive is our 
philosophy, we believe the term does not fully convey 
the skill and expertise that are required to fully 
deliver this kind of investment.

*Source: SSGA, as of 31 May 2017.

Availability of internal crossing at SSGA may be affected by your 
asset class, vehicle type, jurisdiction, or other factors.
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Availability of internal crossing at SSGA may be affected by your 
asset class, vehicle type, jurisdiction, or other factors.

Indexing is Our Core
Our track record in index investing is long and broad; 
we created our first equity index tracker almost 40 
years ago. We now track well over 500 different 
indexes, from all the leading index providers as well as 
many custom indexes. 

We believe that our expertise, market knowledge and 
index implementation skill is second to none in the 
market place.

Our mission is to deliver the return and characteristics 
of  our clients’ chosen indexes as precisely and 
accurately as possible. And we aim to enable all our 
clients to benefit from the experience and expertise of 
our investment and trading teams; regardless of their 
size, location and chosen investment vehicle.

There’s Strength in Numbers
We serve more than 2,800 clients around the world; 
including charities, intermediaries and some of the 
world’s largest pension and sovereign wealth funds. 
The diversity and size of our client base is a key 
enabler for our internal crossing capabilities and can 
mean significant cost savings for clients. 

Investors have different market views and make asset 
allocation decisions at different times. This creates 
a flow of assets that goes in multiple, and, at times, 
opposing directions, allowing for crossing opportunities 
and keeping costs low.

Continual Improvement
The sheer size of our index investment business allows 
us to devote significant analytical and operational 
resources to improving our technology, products, 
infrastructure and processes. 

These continual improvement cycles ultimately help us 
better meet client needs. Our global platform allows for 
seamless sharing of information and knowledge, 
resulting in better investment outcomes for our clients.

Index investing is a key part of our heritage and of great 
strategic importance to us and our clients. 

A World-Class Team Managing 
Cutting-Edge Processes
Our team is experienced, with long-tenured portfolio 
managers. With an average of  15 years' industry 
experience, this deep retention of indexing intelligence 
is a key competitive advantage for our firm. 

Our senior management team still manages, and has 
responsibility for,  indexing portfolios — giving them 
insight into the market and investment challenges our 
broader teams face daily.  

As major industry players we regularly consult with 
the leading index providers around their proposed 
methodology changes and improvements, giving 
insight to providers and helping ensure quality, 
consistency and effective implementation.  
 
Our Trading Platforms 
As part of our commitment to providing the best possible 
service for clients, we continuously improve and innovate, 
both in terms of systems and investment strategies. 

SSGA utilizes state-of-the-art technology for its 
regional equity, fixed income, futures and currency 
trading desks. Trades are generated by portfolio 
managers worldwide using our proprietary portfolio 
construction software, which, after a compliance 
validation process, then directs them to a central 
order management system. The platform provides 
electronic connectivity to brokers and alternative 
trading systems (ATS), including external crossing 
systems, which enables tight integration with 
execution management systems. 

We have one seamless interface for all aspects of the 
trading life cycle, beginning with order generation, 
order routing, execution, reporting and cash 
management, eventually passing through to 
accounting and custody functions. 

We believe that this degree of seamless integration 
gives us exceptional control and trading advantages.

INDEXING IS IN OUR DNA
Index Investing 
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Total Client Dedication
Our indexing peers may share a few of our traits, but 
we believe that only at SSGA will investors find the 
complete combination of experience, scale and client 
dedication that makes us a leader in this space. 

It is this combination of a truly global firm and 
thoughtful implementation that has helped us to 
build long and lasting relationships with clients.

Our Clients Come First
We believe that our track record and our resource 
commitment are clear demonstrations of our skill and 
commitment to indexing. Our philosophy is to keep 
the clients’ interests at the forefront of everything we 
do and this will not change. We take our fiduciary 
responsibility very seriously and indexing 
implementation risks are always front of mind.

Responsible Asset Stewardship
As providers of permanent capital to the market 
through our index strategies,  SSGA recognises the 
importance of being responsible long-term stewards 
of our clients’ assets. SSGA has developed a dynamic 
stewardship program which combines the informed 
exercise of voting rights with targeted and value-
driven corporate engagement, with a view to 
encouraging the adoption of progressive governance 
and sustainability practices across the companies and 
markets in which we invest.

We offer our clients a unique package 
of skills and resources. 01 RANGE

The depth and breadth of our book of business 
brings experience, market access and efficient 
implementation to all our indexing portfolios.

02 EXPERIENCE
We’ve built truly extensive knowledge  in index 
investing and the opportunities and challenges it 
presents. All of this is embedded in our process, 
to the benefit of our clients. 

03 CUSTOMIZATION
One size does not fit all — we understand our 
clients’ needs and challenges  are different. Unlike 
many others, we are here to help with strategy 
customization. We can help to ensure a better fit 
to specific investment objectives and more 
precisely meet constraints via customization.

04 TRADING
With a global trading desk and local resources, we 
aim to optimize all aspects of trading for our 
clients. Our size and volume helps us provide 
effective and cost-efficient implementation and 
our transaction-cost analysis teams help us hone 
our approach. A dedicated trade management 
oversight committee helps ensure best practices and 
continual process improvements.

05 INNOVATION
We strive to continuously improve our process, 
our systems and our offering. With dedicated 
research resources within the group, we can 
provide insights into index construction/ 
methodology and innovative indexing strategies.
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World-Class Index Tracking
Our overriding indexing philosophy is to deliver the 
returns our clients expect at the best implementation cost. 
We can track indexes with incredible precision, which helps 
our clients meet their investment objectives.

Our mastery in this area also means  that we can customize  
our tracking levels, incorporate client constraints and 
objectives or otherwise customize our solutions to match 
investors' needs. 

Our index funds have long track records and have done 
what they're expected to do — closely track the index. 

Our experience in index funds and solutions has contributed 
to the company becoming an index manager of choice for 
some of the world’s largest and most sophisticated investors.

DELIVERING
RESULTS
SSGA’s depth of global resources allows us 
to produce index fund returns that track 
their benchmarks as closely as possible. 

Index Investing 



What Does This Mean For Investors?

RELIABLE DELIVERY
Precision tracking means clear, reliable returns with 
no surprises or unintended biases: investors get the 
exposure they want and expect.

PRECISELY TARGETED SOLUTIONS
Our skill and expertise in index tracking, means we 
can provide the same reliable delivery to client  
portfolios that track customized indexes. 

FREEDOM TO FOCUS
Index allocations should be the solid foundation of an 
investment portfolio, something investors can rely on 
to deliver and that frees them to consider other parts of 
their portfolio. SSGA's indexing expertise gives 
investors that freedom to focus.

BETTER WHERE 
IT MATTERS
Truly successful indexing requires that investment 
managers make many thousands of individual 
decisions correctly. 

We look to get these decisions correct and to add value 
relative to the benchmarks, while still delivering low 
tracking error and a better risk profile.

We aim to deliver steady returns without excessive risk.
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Availability of internal crossing at SSGA may be affected by your 
asset class, vehicle type, jurisdiction, or other factors.

We’re always mindful of index costs and seek to 
minimize, or even eliminate their effect, where 
possible. We examine each and every event that can 
impact a portfolio and assess the opportunities, risks 
and costs associated with them. 

These are not merely automatic responses; every 
event is assessed individually and we leverage our 
resources and knowledge to deliver the best possible 
result to our clients. 

It’s integral to our philosophy that our clients 
should have complete assurance in the reliability 
of our indexing process.

1 — Index Change Strategies
We aim to add value around index changes for the 
benefit of our clients, where possible, and to minimize 
wealth erosion. For every index change, from regular 
rebalances to ad hoc changes, we look to optimize the 
trading strategy to help ensure the best outcome for 
our clients.  

We’re always conscious of our fiduciary duty and our 
mandate to provide broad market exposures and will 
seek to avoid taking excessive stock-specific risks.

2 — Portfolio Rebalancing
We monitor portfolios daily and look to optimize 
trading actions by rebalancing only when deviations 
become significant e.g. following an overnight index 
change or when we need to reinvest dividend or tender 
proceeds, or portfolio cashflows. 

We take a pragmatic approach: sometimes it 
makes better economic sense not to trade certain 
index changes.

Nonetheless, the majority of index changes have a 
regular frequency and portfolio managers will 
prepare their portfolios to accommodate those weight 
changes. Portfolio managers plan for and decide the 
most appropriate strategy to adopt in terms of 
rebalancing each fund.

3 — Security Selection
Our primary approach to indexing is full replication. 
But, when it’s not possible to access certain stocks in a 
given index — for example, when we have to substitute 
index stock with proxies, such as depositary receipts 
or futures, or when transaction costs to acquire 
certain securities are prohibitive— we’ll analyse the 
best way of capturing that exposure and accessing the 
optimum value in the available instruments.

4 — Optimized Trading & Crossing
We look to minimize trading costs by determining the 
most cost-efficient trading strategy for each occasion. 
We use the internal State Street crossing network, as 
well as other trading strategies to target the best 
pricing for our clients. 

We look to match buyers and sellers at the unit level 
within pooled funds, allowing them to cross with each 
other at no cost. There’s no minimum size for clients to 
access these benefits. We work progressively through 
the following options to obtain the best pricing:

Internal Crossing: One of SSGA’s biggest advantages 
is our ability to tap into our own extensive internal 
liquidity. Our substantial flows across all markets can 
translate into free or low-cost trading in areas where 
transaction costs can be highest.  

External Crossing: SSGA has relationships with 
many crossing networks, which allow us to take 
advantage of liquidity in the marketplace. 

Futures: May be used to provide liquidity for 
contribution and redemption activity and market 
exposure for dividend income received in the 
portfolio. Futures can also provide a low-cost way of 
gaining exposure to the underlying index. 

Market Trades: Once the alternatives above are 
exhausted, we conduct agency trades, employing trade 
monitoring systems to manage trading costs and help 
ensure best execution.

VALUE BUILT IN...
Index returns don’t reflect any of the transaction costs that result from 
the initial setup of the portfolio and turnover in the composition of an 
index. So, to help ensure that we fully deliver on our clients’ index-return 
objectives, we build additional value into the management of portfolios.

Index Investing 
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Our portfolio managers attempt, at all times, to minimize any costs that a portfolio has to incur (either those 
driven by index changes or the investment of cash flows). We see our size and ability to cross internally as a 
strong component of our value proposition in the indexing space. For example, by crossing, we can eliminate 
costs such as broker fees, bid/ask spreads, and market impact. 

Additionally, our portfolio managers monitor portfolio turnover not only for transaction costs’ negative impact 
on performance, but also because such turnover has an impact on administration and custody costs.

We believe that our considered approach to indexing delivers the results that our clients want, without 
incurring additional risks that might be contrary to our fiduciary duty. 

5 — Scrip Dividends
Where the opportunity arises, we will look to take scrip 
dividends (stock) instead of cash. If the scrip dividend 
price is lower than the current market price for that 
stock, we may be able to lock value into the portfolio by 
accepting the scrip and then selling the resulting 
overweight position back into line with the index.

6 — Derivatives & Cash Management
The most efficient way to provide exposure to the 
market is to be fully invested in the underlying index. 
However, portfolios and funds will have a certain level 
of frictional cash. To obtain the fullest market 
exposure, our portfolio managers will use derivatives 
to overlay that cash. 

In some cases, the futures that are available will not 
completely match the index that we are tracking. This 
means that the portfolio manager will have to create an 
optimized basket of futures to get that market exposure. 

7 — Tax Optimization
Our portfolio managers are aware of the differences in 
local tax rates and will be sensitive to each client's tax 
status. Withholding tax considerations are integral to 
our portfolio management process when looking at 
scrip and dividend payments.

8 — Timing
Since we cannot eliminate all of the costs associated 
with rebalancing, we aim to take advantage of 
opportunities when they arise to add incremental 
value through our rebalancing process by trading pre 
or post the effective date for some index changes. 
These measures are essential steps to delivering tight 
benchmark tracking.

9 — Corporate Actions
Corporate actions that lead to index changes can be a 
significant source of tracking error for passively 
managed portfolios. Benchmarks assume that changes 
are cost-free, whilst in reality costs are generally 
incurred when implementing these changes. 

Managing the risk around any changes is critical and 
every corporate event is fully researched and 
monitored by our investment team with the goal of 
maximizing the value of the portfolio.  

10 — M&A Events
While we don’t specifically target M&A events as a 
source of value-add, we will monitor corporate events 
for all companies within our portfolios and there may 
be opportunities to add value around M&A events 
when they lead to changes in those underlying indexes. 
We look at each event individually and assess how it 
can best be implemented.

11 — Stock Lending
Stock lending has the potential to generate 
incremental returns for investors in a risk-controlled 
manner. Our securities-lending program covers equity 
and fixed income assets around the world. 

State Street is a key global player in securities lending, 
with loanable assets of approximately $3.2 trillion, well 
over 100 borrower relationships and more than 200 
employees dedicated to securities-lending activities.*
*Source: SSGA, as of 31 December 2016.
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HOW WE TRACK 

 Ɇ Every client has different 
objectives for their investments. 

 Ɇ We work with our clients to 
determine how we can best 
meet their aims.

 Ɇ Many clients have restrictions 
on what they are able to invest 
in or they may wish to take 
a particular investment position.

The choice of benchmark is one  
of the most critical decisions  
for investors. 

Domestic vs Non-Domestic

Region vs World

EM vs Developed

Large/Mid Cap vs Small Cap

Client Objectives Client Constraints

CLIENT FOCUS

As expert indexers we are able to accommodate many different client constraints and objectives into our tracking. 
This level of control and customization allows our clients to really own and implement their investment views. 
Some of the factors we target:

Tracking-Error Levels

Replication
Our preferred approach to 
indexing is full replication 
since we seek to deliver as 
close to the benchmark — 
subject to client constraints 
or guidelines — as possible.

Sampling
For certain benchmarks it 
makes more sense to buy 
the securities that provide  
the most representative 
sample of the index, based  
on correlations, exposure  
and risk.

Low Turnover ESG Objectives

Ex Post and/or Ex Ante Performance Targets Timing of Cashflows into Investment

IMPLEMENTATION

Size of the portfolio

Liquidity of constituents

Breadth of the benchmark

Custody costs

Tracking-error tolerances

Availability of data

Portfolio seasoning

1

2

3

4

5

6

7

Select the Most 
Appropriate Methodology
To determine which indexing 
methodology best suits each 
specific case, we consider:

Benchmarks 
assume friction-free 
additions/deletions 
and stock-related 
events. In the real 
world, indexers 
must overcome 
these costs and 
seek to add extra 
value while still 
maintaining close 
tracking error.

BENCHMARK EVENTS

Corporate Actions

Dividends

Free-Float Changes

Takeovers

Shares-in-Issue Changes

Rights Issues

Benchmark Choice



Source: SSGA, as of 31 May 2017.

Investment, Credit, Governance and Operational Risk Teams 
operate in an independent assessment framework to evaluate 
risk exposures and process controls across asset classes.

PRECISION TRACKING, 
SKILFULLY DELIVERED

TRADING AND EXECUTION
We run a global trading book with on-the-ground 
trading desks located in Boston, London and 
Hong Kong. SSGA utilizes state-of-the-art 
technology for its equity, fixed income, futures 
and currency trading desks worldwide.

One Seamless Interface
Seamless integration helps give us exceptional 
control and trading advantages.

Sophisticated Performance Attribution 
Analytics allow us to see exactly what parameters 
are contributing and help ensure that trading aims 
are being met.

INDEX ANNOUNCEMENTS
 Ɇ Index announcements, such as changes to the index 
composition, must also be dealt with appropriately. Index 
announcements are typically known in advance, but their 
impact can vary and good planning is essential. 

 Ɇ Announcements are considered individually for each client 
portfolio. We look to ensure that we trade the changes 
intelligently, with the goal of maximizing value for our 
clients' portfolios.

Hong Kong

BostonToronto

Paris
Dublin

Singapore 

Tokyo

Sydney

London

Order Generation

Order Routing

Execution

Reporting

Cash Management

Accounting

Custody Functions

RISK MANAGEMENT IS 
EMBEDDED THROUGHOUT

INDEX CHANGE STRATEGIES
 Ɇ Changes in the benchmark and in the index composition 
lead to a pipeline of actions that require insight, planning 
and expert trading to maintain precision index tracking and 
add value.

 Ɇ At SSGA we endeavour to assess the impact of every 
potential change on every portfolio to help ensure the right 
outcome for our clients.

Overriding Principles
 Ɇ Strategies must treat each client fairly. 
 Ɇ It must make investment sense to implement the changes.

Global 
Offices

Investment 
Centres

Trading 
Desks
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A World Leader in Beta 
and Smart Beta
We draw upon decades of hands-on experience 
managing portfolios to help clients identify and invest 
in the precise risk exposures they choose. As one of 
the world’s largest providers of index and rules-based 
strategies, we now manage nearly $1.41 trillion in 
traditional and smart beta equity assets.* 

Our Smart Beta strategies alone represent more than 
$100 billion of assets,* making us a valued and 
experienced partner for institutions seeking rules-
based investment opportunities that target specific 
investment characteristics.

The Whole Picture 
Recognizing that Smart Beta is often a complement to 
traditional active and index strategies, we help clients 
take a holistic view of their existing holdings and 
objectives before implementing strategies. 

We can help clients evaluate the effectiveness of 
single-factor versus multi-factor approaches given 
current goals, holdings and constraints, and we bring 
decades of practical, real-life experience to strategy 
design and execution.

Continual Reinvestment 
SSGA invests heavily in critical infrastructure and 
research to support our sophisticated and rapidly 
evolving portfolio management processes, allowing us 
to adapt quickly when taking on mandates that are 
benchmarked to new indexes or market exposures. 

Our Process Working Group — comprised of portfolio 
managers representing each of our global investment 
centres — meets regularly to determine and prioritize 
any changes or enhancements to continually improve 
our processes.

Off the Shelf, Totally Bespoke and 
Anything In-between
SSGA is not tied to one specific approach. We can 
precisely track off-the-shelf Smart Beta indexes from 
providers such as MSCI, FTSE, S&P, RAFI and Russell 
or we can develop totally custom Smart Beta indexes 
to meet specific aims. 

We have an innovative tilting framework that can 
‘shift’ traditional indexes with the right amount of 
factor tilt to suit investors' aims and parameters, 
minimizing tracking error or maximizing opportunity.

Thoughtful Implementation 
SSGA works with our clients to fully understand their 
investment objectives. From factor guidance to fully 
deconstructing portfolios to assess which factors are 
contributing which levels of return, SSGA has the 
attributes to be a valuable partner in successfully 
completing their Smart Beta implementation.

Our implementation process is thoughtful and 
considered: from how to transition into an allocation 
to timing and effective trading strategies. As pioneers 
in the field, we continue to be at the forefront of 
bringing Smart Beta solutions to market. 

Whether they require bespoke indexes, custom-tilted 
multi-factor approaches, access to commercial products 
or the very latest ETFs, SSGA partners with our clients 
for tailored Smart Beta implementation.
* Source: SSGA, as of 31 May 2017.

SMART BETA
Smart Beta changes the indexing landscape. Compared to cap-weighted 
benchmarks these strategies give investors the opportunity to potentially 
achieve higher returns over time, lower risk, or a combination of the two, 
using cost-efficient implementation strategies. All while still maintaining 
the benefits of traditional indexing.

Index Investing 
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Over the long term, low-
valuation (cheaper) stocks have 
outperformed high-valuation 
(expensive) names.

Creating a portfolio with lower 
volatility or tilting towards 
lower-risk stocks can likely 
generate a higher risk-adjusted 
return than traditional financial 
theory would suggest.

Market efficiency proponents 
believe that stock prices have no 
memory BUT empirical 
evidence historically shows 
something else: stocks that have 
done well recently tend to carry 
on doing well in the near term.

Smaller-capitalization stocks 
have been observed to 
outperform larger-capitalization 
stocks. Alongside value, the 
small-cap effect is one of the 
most researched equity premia.

Smart beta is being applied to 
corporate and sovereign bond 
markets to harvest factor 
premia, reweighting bond 
exposures away from traditional 
“amount borrowed” to a more 
factor-driven approach.

Investing in higher-quality 
companies has been shown to 
deliver greater downside 
protection, i.e. in down markets 
their stock price is less impacted 
than the overall market.

Similar to the way in which 
smart beta targets equity 
factors, we can target factors in 
currency investing. For example, 
we can target value and identify 
the most attractively priced 
currency at a given time.

Several factors are combined in 
a single product — offering 
diversification among factors 
and reducing the number of 
portfolios to be monitored.

Given rising interest in ESG and 
smart beta, it’s not surprising to 
see the two trends converging. 
Both show investor willingness 
to deviate from standard indexes 
and find strategies where risks 
are suitably rewarded.

Unlock More of the Market
These strategies increase choice and can help investors better express their investment 
views and beliefs. They unlock the potential for risk-adjusted returns embedded in factors 
that traditional cap-weighted indexes do not target as effectively, whilst maintaining the 
diversification, transparency and cost benefits of truly passive indexing. 

The Main Equity Factors Going Beyond Equity

VALUE

LOW VOLATILITY

MOMENTUM

SIZE

QUALITY

MULTI-FACTOR

FIXED INCOME

CURRENCY

ESG
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FIRST AND 
STILL A LEADER
SSGA pioneered the exchange traded fund (ETF) 
industry in 1993 by launching the very first US-listed 
ETF, which is still the largest and most actively traded 
ETF in the world.* 

Over the last 20 years, we’ve built a worldwide family 
of ETFs under our SPDR brand that gives investors a 
terrific way to passively access the market segments 
they need. 

Structured like mutual funds but listed and traded on 
an exchange like stocks, ETFs are flexible trading and 
investment vehicles that allow investors to easily gain 
exposure to broad market segments. They cover a 
wide range of asset classes, market capitalizations and 
sectors. 

Today we manage more than $515 billion in over 270 
ETFs. Backed by the stability and strength of State 
Street Global Advisors — one of the largest asset 
managers in the world, with over US$2.47 trillion of 
assets under management — the SPDR ETF family 
benefits from the expertise and industry relationships 
of one of the world’s most trusted institutions.*

Precision Where It Counts
Our ETFs give our institutional investor clients the 
flexibility to select investments that are precisely 
aligned to their strategy. We believe that they deliver 
what investors need in a reliable, straightforward way.

The Backing to Succeed
With close to 40 years of indexing experience, we are 
able to provide our client base with in-depth expertise 
on both tactical and strategic investment strategy, 
from helping determine the best asset class for their 
investment aims, to customizing their strategy if an 
existing index does not meet their needs. 

Clear Range
A client-friendly, navigable range is our focus — we 
focus on developing the most relevant and timely ETFs. 

This client-led strategy helps us build only exposures 
that we know investors need, while still crossing the 
spectrum of risk, diversification and yield.

SSGA’s indexing capabilities are offered through a variety of investment 
vehicles, including our trailblazing SPDRs range of exchange traded 
funds — providing investors with exceptional flexibility and choice when 
building or managing their portfolio and asset allocation.

SPDR FOR INDEX INVESTING

*Source SSGA, NYSE Arcavision, 31 December 2016. Most heavily traded liquid security in the world based on Average Daily Volume.  
Past performance is not a guarantee of future results. This information should not be used or construed as an offer to sell, a solicitation of an 
offer to buy, or a recommendation for any security.
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The continued development of the 
ETF market means that previously 
hard-to-access segments, such as 
small-cap stocks and dividend 
stocks, are now accessible in cost-
efficient, easily tradable and 
transparent funds. 

SPDRs help investors access the 
right investment exposure quickly 
and efficiently. 

The Right Exposures
We build exposures that we know are needed in investors’ 
portfolios and that cross the spectrum of assets, risk, 
diversification and yield. For investors seeking passive, flexible and 
cost-efficient exposure to more niche markets, our range includes 
emerging market local debt, global convertible bonds, multi-asset 
infrastructure, and smart beta dividend equity ETFs.

Liquidity Buffering
Many investors hold a percentage of their portfolio in SPDR ETFs 
and, since they are highly liquid, they allow for truly effective cash 
management.

Implementing Views
With a broad, granular range, SPDR ETFs are a cost-efficient and 
transparent way to implement model portfolios or particular 
investment views.

Nimble Asset Allocation
Investors are increasingly using SPDR ETFs as strategic building 
blocks in multi-asset portfolios or to add an effective overlay onto 
existing investments. ETFs are also useful for tactical allocation 
such as sector or industry investing.

Immediate Diversification
Investors can use ETFs to achieve diversification across hundreds 
of assets in one single security.

SPDR FOR INDEX INVESTING

ACCESS ALL AREASUSE SPDR ETFs FOR
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ENVIRONMENTAL.
SOCIAL.
GOVERNANCE.
INDEXING
Not only is ESG investing increasingly viewed as a way 
to potentially generate returns over the long term, it's 
also now generally thought to have risk mitigation 
benefits in a portfolio.

For many investors, and especially pension schemes, 
ESG is becoming a vital component of their 
responsibilities. ESG investing is continuing to gain 
momentum and we believe that index investing is an 
ideal way to access this growth area.

Sophisticated Screening
Our screening techniques can likely accommodate 
whatever our institutional clients require, for 
example, we provide effective screening for many of 
our Middle Eastern clients. Here, screening allows 
investors to participate in equity potential, whilst 
ensuring that their religious principles are respected.

As the markets and companies become more complex 
the screens are becoming increasingly sophisticated. 
Our flexible systems allow us to deliver portfolios that 
are tightly in accordance with specific client values.

ESG Investing with SSGA
SSGA began managing ESG portfolios in 1986 and is 
now one of the largest ESG managers in the world, 
with approximately $176 billion in ESG assets under 
management.1 

We have ESG experience covering portfolio 
management, investment research, proxy voting and 
engagement, as well as strong relationships with 
third-party research providers.

While most clients’ custom ESG criteria require a 
separate account, SSGA has created pooled funds 
that address many of the more common client 
approaches. Pooled vehicles may offer advantages 
such as economies of scale and lower fees and 
administrative costs.

Increased awareness of environmental, social and governance (ESG) 
concerns introduces exciting opportunities for investors to rethink 
their traditional investment models.
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$23 TRILLION
The global ESG market has 
been estimated at nearly

Europe is widely acknowledged as the global 
leader in ESG investing, with almost

of ESG assets. But the US  
is catching up with over

 and growing...2

1 Source: SSGA, as of 31 May 2017. 2 Source: Global Sustainable Investment Association. Figures compiled in 2016.

53% 
38% 

THAT'S A QUARTER  OF THE WORLD'S 
PROFESSIONALLY MANAGED ASSETS
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SSGA’s World of Index Choice

US Markets: Investors wishing to access the world’s largest 
stock market have a wide range of indexes to choose from. 
Indexes may focus on the largest companies (e.g. S&P) or target a 
broader group (e.g. Russell 3000). 

There are dozens of indexes from different providers that investors 
can use to gain broad exposure to the American markets.

The 1970s saw the first Developed Market indexes, the ‘80s brought  
access to Emerging Markets, the ‘90s combined them  and the ‘00s 
brought Frontier Markets into the picture. 
Today indexes cover most of the globe and almost every investment area. Investors can target 
single sectors or countries, through to entire regions or the world with indexes. 

With more than 550 indexes available in the mainstream market, investors now have the means 
to precisely express their investment views with core building blocks. 

INDEX COVERAGE 

Clients

Equity Index AUM

Index  Providers

Indexes Tracked

2800+
$1.4 TN

25+
500+

Choosing the Right Exposure
Similar-sounding indexes can have substantially different characteristics e.g. 
different numbers of constituents. SSGA can help navigate between indexes 
and help ensure that investors get the exposure they expect.

Sample EM Indexes MSCI FTSE Russell Dow Jones S&P

Number of Countries 23 21 23 23 22

Number of Stocks 834 935 3077 2784 3161
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Indexes allow investors to target exactly the exposure they need: 
From single sectors via countries, entire regions or the world.

Frontier Markets: These markets belong to the smaller and less 
accessible, but still investable, countries of the developing world. 

Frontier markets are seen as higher risk, but with potentially 
higher returns and lower correlations with emerging and 
developed markets. 

China: To date the majority of investors 
obtain “Chinese” equity exposure via 

Hong Kong-listed stocks, but these ‘H’ 
shares represent just a small subset 

of the total Chinese market 
capitalization available. 

Including the ‘A’ share class at full 
float-adjusted market cap would 

increase the allocation to China within 
the MSCI EM Index from its current 

weight of 24% to roughly 35%. 

As China continues to open its 
markets to foreign investors we will 
see index providers reviewing their 

inclusion rules for China.

European Markets: Europe is not a homogeneous market. Within the region countries 
range from Developed and Emerging to Frontier, depending on a variety of factors. 

Index providers will look at economic development criteria,  market access factors (such 
as liquidity and foreign ownership limits) and operational factors (such as currency 
controls and ability to transfer in-kind securities).

Sectors Countries Regions Global Indexes Smart Beta 
Factors

10+ 120+ 15+ 10+ 5
All sources: SSGA, as of 31 May 2017, unless otherwise indicated.

When standard index 
products can’t meet 
investor aims, SSGA 
can custom-tilt or 
create totally bespoke 
products that do.
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KNOWLEDGE OF MARKETS
Where are trends going? What parts of the market 
are heating up? Trends in liquidity and volatility.

KNOWLEDGE OF MARKET PARTICIPANTS
What are the hedge funds, active managers and 
other large asset managers doing?

KNOWLEDGE OF INDEXES
How are methodologies developing? What makes 
the best sense to adopt strategically?

RESEARCH & INNOVATION 

1979 1993 2010 2011

We believe that research and innovation are critical to delivering the very 
best investment service and performance improvements to our clients. 
That’s why we’ve invested heavily in dedicated research teams that enable us 
to stay ahead of the game and produce innovative new solutions to the real-
world investment needs of our clients.

We launch our 
International Index Fund 
and S&P500 strategy

World’s First ETF

From Early Days... To Present Times

European Managed 
Volatility Fund

Fixed Income Smart 
Beta (Issuer Scored 
Corporate Indexing)

About Our Research Teams
We have our own specialized research teams for both 
equity and fixed income. The in-depth research the 
team produces has direct, actionable benefits. 

In the last couple of years alone the team has produced 
practical, implementable insights into subjects as 
diverse as the timing of smart beta implementations, 
improvements to tilting approaches, and most recently 
enhancing our understanding of the impact on the 
investment landscape of  the new environment around 
China ‘A’ shares. 

The team’s research also leads directly to the creation 
of advanced products such as our sophisticated 
multi-factor smart beta strategy.

A Partnership That Works
Our research teams don’t exist in a vacuum, they’re 
tightly integrated into our daily business and  
continually feed improvements into our strategies, 
helping our planning and trading. 

Additionally, regional experts from the portfolio 
management team in each of our trading centres 
provide specialized input on the impact of rebalances 
for the region. These ‘close-to-the-money’ regional 
insights are vital inputs into the research process.

Empowering Our Clients
A key objective of our research program is to help 
our clients make better investment decisions by 
providing deep market insight and informed index 
and strategy comparisons. The program enables us 
to better understand client needs and assists with 
client education. 

A further significant benefit of our approach is that it 
helps us to partner with our clients and co-create 
products that target specific investment aims.

This information should not be used or construed as an offer to sell, a solicitation 
of an offer to buy, or a recommendation for any security.
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INDEXING & TRADING STRATEGY REFINEMENTSNEW 
PRODUCTS

INDUSTRY 
PAPERS

RESEARCH TEAM REGIONAL SPECIALISTS
Provide on-the-ground 
local insights

CLIENT 
EDUCATION

LATEST 
INSIGHTS

2012 2013 2014 2015
Offer first-of-its-kind 
Actively Managed 
Senior Loan ETF

Global Dividend 
Income-weighted 
ETF

Mulit-Factor  
Smart Beta Funds

First Indexed UCITS 
Green Bond Fund

Innovation In Action

Equity Specialists

Fixed Income Specialists

2016
Gender 
Diversity ETF

State Street Global Advisors 23



From fully passive to fully active and across the asset class spectrum, 
SSGA offers a whole range of investment possibilities.

GATEWAY TO SSGA
ENHANCED EQUITY
Often considered a middle 
ground between passive and 
active, these strategies seek to 
add additional returns over a 
given index while maintaining a 
very low tracking error.

They invest in a sample of equities 
with characteristics similar to the 
benchmark, while seeking to limit 
unintended risk exposures. 

Model-driven stock evaluation 
process, using fundamental 
(value, growth, and quality) and 
technical (sentiment) factors, 
coupled with low turnover to 
minimize transaction costs.

SMART BETA
Our Smart Beta strategies represent 
investment opportunities beyond 
those that track traditional market 
cap-weighted indexes.

Smart Beta seeks to maximize 
transparency and as such utilizes 
straightforward, rules-based 
portfolio construction techniques 
with little need for active input. 

Smart Beta strategies target 
factors or exposures that have 
been shown to outperform the 
market-cap benchmark over the 
long term. 

CORE BETA
Typically lower cost and one of the 
most popular types of investment, 
market-cap weighted index 
investing is perhaps the text-book 
example of passive investing. 

Indexing gives investors cost-
effective and diversified exposure 
to a wide range of asset classes, 
regions and sectors. Indexing’s 
characteristics make it the solid 
foundation of most investors' 
portfolios. The average 
institutional investor has 49% of 
their equity assets and 44%  of 
their fixed income assets in 
indexing  strategies.*

With SSGA’s solid indexing as their 
reliable core investment,  many of 
our clients go on to complement 
this foundation with other types 
of investment from within our 
extensive range of solutions.
* Source: Mercer, as of 31 December 2015.

WITH SSGA INVESTORS GAIN 
ACCESS TO A WHOLE RANGE OF 
INVESTMENT POSSIBILITIES.
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FUNDAMENTAL
This approach is built on an 
in-depth analysis of company 
fundamentals, typically 
underpinned by proprietary 
research methods and meetings 
with company management. 

Fundamental equity portfolios 
are actively managed with the aim 
of outperforming benchmarks 
consistently over the long term.

ACTIVE QUANT
These strategies build on the 
factor exposures used in Smart 
Beta but they often go beyond 
well-known factors and search for 
proprietary insights. 

More concentrated than enhanced 
equity portfolios, with fewer 
holdings and larger positions. 

As their name implies this 
approach has considerably more 
active elements than Smart Beta 
since these strategies typically 
seek to add value through bottom-
up stock selection, dynamic factor 
weighting, stock-specific alphas 
and rigorous portfolio 
construction. 

Models are used that account for 
risk and factor interaction. 

ALTERNATIVES
Hedge funds are at the far end of 
the passive/active spectrum. 
Their effective deployment 
requires there to be many 
instances where active decision-
making and input gathering come 
into play. 

Defined as alternative, rather than 
traditional, investments, hedge 
funds are advanced investment 
vehicles that employ leveraged, 
short and derivative positions to 
yield absolute returns.
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For more on how we can help you get 
the best from your institutional index 
investing, please contact your relationship 
manager or visit us at ssga.com
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Investing involves risk including the risk of loss of principal.
Equity investing involves stock values, which may fluctuate in 
response to the activities of individual companies and general market 
and economic conditions. Diversification does not ensure a profit or 
guarantee against loss.
Bonds generally present less short-term risk and volatility than 
stocks, but contain interest rate risk (as interest rates raise, bond 
prices usually fall); issuer default risk; issuer credit risk; liquidity risk; 
and inflation risk. These effects are usually pronounced for longer-
term securities. Any fixed income security sold or redeemed prior to 
maturity may be subject to a substantial gain or loss.         
Generally, among asset classes, stocks are more volatile than bonds 
or short-term instruments. Government bonds and corporate bonds 
generally have more moderate short-term price fluctuations than 
stocks, but provide lower potential long-term returns.  U.S. Treasury 
Bills maintain a stable value if held to maturity, but returns are 
generally only slightly above the inflation rate.
While diversification does not ensure a profit or guarantee against 
loss, investors in Smart Beta may diversify across a mix of factors 
to address cyclical changes in factor performance. However, factors 
may have high or increasing correlation to each other.
A Smart Beta strategy does not seek to replicate the performance 
of a specified cap-weighted index and as such may underperform 
such an index. The factors to which a Smart Beta strategy seeks to 
deliver exposure may themselves undergo cyclical performance. As 
such, a Smart Beta strategy may underperform the market or other 
Smart Beta strategies exposed to similar or other targeted factors. 
In fact, we believe that factor premia accrue over the long term (5-10 
years), and investors must keep that long time horizon in mind when 
investing. 
ETFs trade like stocks, are subject to investment risk, fluctuate in 
market value and may trade at prices above or below the ETFs net asset 
value. Brokerage commissions and ETF expenses will reduce returns. 
Frequent trading of ETFs could significantly increase commissions and 
other costs such that they may offset any savings from low fees or 
costs.
Derivative investments may involve risks such as potential illiquidity of 
the markets and additional risk of loss of principal.
Passively managed funds hold a range of securities that, in the 
aggregate, approximates the full index in terms of key risk factors and 
other characteristics. This may cause the fund to experience tracking 
errors relative to performance of the index.

Actively managed funds do not seek to replicate the performance of a 
specified index and therefore may underperform its benchmarks.
The information provided does not constitute investment advice 
and it should not be relied on as such. It should not be considered a 
solicitation to buy or an offer to sell a security. It does not take into 
account any investor’s particular investment objectives, strategies, 
tax status or investment horizon. You should consult your tax and 
financial advisor. All material has been obtained from sources 
believed to be reliable. There is no representation or warranty as to 
the accuracy of the information and State Street shall have no liability 
for decisions based on such information.
This document contains certain statements that may be deemed 
forward-looking statements. Please note that any such statements 
are not guarantees of any future performance and actual results or 
developments may differ materially from those projected.
Asset Allocation is a method of diversification which positions assets 
among major investment categories. Asset Allocation may be used in 
an effort to manage risk and enhance returns. It does not, however, 
guarantee a profit or protect against loss.
Standard & Poor’s, S&P and SPDR are registered trademarks of 
Standard & Poor’s Financial Services LLC (S&P); Dow Jones is a 
registered trademark of Dow Jones Trademark Holdings LLC (Dow 
Jones); and these trademarks have been licensed for use by S&P 
Dow Jones Indices LLC (SPDJI) and sublicensed for certain purposes 
by State Street Corporation. State Street Corporation’s financial 
products are not sponsored, endorsed, sold or promoted by SPDJI, 
Dow Jones, S&P, their respective affiliates and third party licensors 
and none of such parties make any representation regarding the 
advisability of investing in such product(s) nor do they have any 
liability in relation thereto, including for any errors, omissions, or 
interruptions of any index.
The trademarks and service marks referenced herein are the property 
of their respective owners. Third party data providers make no 
warranties or representations of any kind relating to the accuracy, 
completeness or timeliness of the data and have no liability for 
damages of any kind relating to the use of such data.
Availability of internal crossing at SSGA may be affected by your 
asset class, vehicle type, jurisdiction, or other factors.
The whole or any part of this work may not be reproduced, copied or 
transmitted or any of its contents disclosed to third parties without 
SSGA’s express written consent.

About Us
For nearly four decades, State Street Global Advisors has been committed to helping our clients, and those who rely on 
them, achieve financial security. We partner with many of the world’s largest, most sophisticated investors and financial 
intermediaries to help them reach their goals through a rigorous, research-driven investment process spanning both 
indexing and active disciplines. With trillions* in assets under management, our scale and global reach offer clients 
access to markets, geographies and asset classes, and allow us to deliver thoughtful insights and innovative solutions. 

State Street Global Advisors is the investment management arm of State Street Corporation.

 *Assets under management were $2.47 trillion as of December 31, 2016. AUM reflects approximately $30.62 billion (as of December 31, 2016) with respect to which State Street Global Markets, LLC 
(SSGM) serves as marketing agent; SSGM and State Street Global Advisors are affiliated.


