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A Relationship You Can Rely On
State Street Global Advisors’ 
Investment Solutions Group (ISG) 
is committed to delivering intelligent 
solutions by collaborating with our 
clients and innovating on your behalf. 
By uniting our breadth and depth 
of experience, vast resources and 
unwavering commitment to client 
interests, we help you achieve the 
outcomes you need today and offer 
a strategic relationship that will 
support you throughout the future.

The Scenario
With the support of its investment consultant, an Italian pension fund launched 
a search for an active US equities strategy. The client ultimately selected State Street 
Global Advisors (SSGA) as its preferred asset manager, with the initial intention of 
funding our Active Quant Equity team’s US Active Mid-Cap Equity solution. Volatile 
market conditions led the client to delay funding the strategy, given the potential for 
drawdowns in the event of an equity bear market. Instead, we worked together to find 
an alternative solution that would still meet the client’s return requirements while 
tightly managing risk. 

Dialogue and Partnership
Given the client’s reluctance to increase equity exposure in the face of market volatility, 
we collaborated with the client and its investment consultant to develop a dynamic 
de-risking solution aimed at delivering an attractive total return while mitigating 
risk in terms of both volatility and maximum drawdown. We proposed a combination 
of our US Active Mid-Cap and a dynamic equity de-risking overlay solution, using 
our proprietary Market Regime Indicator (MRI) to drive the de-risk/re-risk timing 
decision. MRI is a proprietary tool developed by SSGA to assess market risk appetite 
or risk aversion, utilizing signals including equity volatility, currency volatility, and 
credit spreads.

Analysis, Research and Design
We designed a dynamic de-risking solution that seeks to provide a total investment 
return in excess of the performance of the S&P MidCap 400 Index over the long term, 
with relatively less volatility and lower drawdowns. This approach uses a derivatives 
overlay to reduce equity exposure when our MRI suggests investors’ risk appetite is 
lower, but moves to full equity exposure when risk appetite is favorable, and typifies 
the “invest in the right assets at the right time” philosophy we embraces in our Flexible 
Asset Allocation solutions. 

We also remained keenly aware of the client’s requirement that, at the end of each 
calendar month, the portfolio’s total drawdown over the trailing 12-months should 
not breach the 20% threshold. As such, we took a more conservative stance when 
determining the appropriate level of equity exposure in the portfolio in each of the 
various market regimes. 

Our research suggested that the combination of the two performance engines — 
dynamic equity de-risking overlaid on top of the Active US MidCap solution — would 
outperform the S&P Mid-Cap 400 Index and reduce volatility compared to the 
benchmark. The client and its investment consultant were intrigued by our findings.

Results
The client hired us to manage two Active US Mid-Cap equity dynamic de-risking 
portfolios for the pension funds it oversees. The client initially invested cautiously, 
but subsequently increased its investment almost six-fold over the following two years. 
The client was pleased with the investment results, and subsequently launched a search 
for a similar solution for its active Asia Pacific equity holdings. 

The client’s investment consultant also recommended our dynamic de-risking approach 
to other clients. As a result, in 2015 another of the consultant’s clients selected us to 
manage an Active US Mid-Cap Equity portfolio with a dynamic de-risking overlay.

This scenario is for discussion purposes only. It may not be representative of the experience of other clients and is not 
a guarantee of future performance or success.
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About Us
For nearly four decades, State Street Global Advisors has been 
committed to helping our clients, and those who rely on them, 
achieve their investment objectives. 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 $2.56 trillion as of March 31, 2017. AUM 
reflects approx. $33.33 billion (as of March 31, 2017) with respect to which State 
Street Global Advisors Funds Distributors, LLC serves as marketing agent; State 
Street Global Advisors Funds Distributors, LLC and State Street Global Advisors 
are affiliated.
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Investing involves risk including the risk of loss of principal.

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.

All information has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed. There is no representation or warranty as to the current 
accuracy, reliability or completeness of, nor liability for, decisions based on such 
information and it should not be relied on as such.

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.

All the solutions are a concept for discussion purposes only. The information provided 
herein does not constitute investment advice and is not a solicitation. It does not take 
into account any investor’s particular investment objectives, risk tolerance, or financial 
and tax status.

Risk assocated with equity investing include stock values which may fluctuate 
in response to the activities of individual companies and general market and 
economic conditions. 

Actively managed Strategies do not seek to replicate the performance of a 
specified index.

Actively managed strategies may underperform their benchmarks. An investment in 
the strategy is not appropriate for all investors and is not intended to be a complete 
investment program. Investing in the strategy involves risks, including the risk that 
investors may receive little or no return on the investment or that investors may lose 
part or even all of the investment.

Investments in mid-sized companies may involve greater risks than in those 
of larger, better known companies, but may be less volatile than investments in 
smaller companies.

Derivative investments may involve risks such as potential illiquidity of the markets 
and additional risk of loss of principal.

Past performance is not a guarantee of future results.
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