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• Our investment philosophy emphasizes a combination of quality and 
sustainable growth at a reasonable valuation.

• Our proprietary quality assessment framework helps us build high 
conviction portfolios with exposure to companies with durable earnings 
growth that can consistently deliver alpha over the long term.

State Street Global Advisors’ Fundamental Growth and Core Equity (FGC) team has been managing 
active fundamental equities since our first mutual fund was established in 1935. Our overarching 
value proposition is based on outperforming the market through concentrated portfolios of 
high quality names with better than average earnings growth and lower than average volatility. 
Our investment philosophy is built around the combination of quality, sustainable growth and a 
reasonable valuation.

Despite the ongoing concerns about slowing global growth, persistent inflation and higher rates, 
our team believes that the US equity market still offers a unique opportunity set of high-quality,  
long-term “compounder” companies that can be a core component of any strategic asset 
allocation. These are globally competitive franchises, operating in a supportive political 
environment, that benefit from technological innovation, dynamic management teams, and 
disciplined capital structures. While there are always short-term fundamental risks, the  
long-term prospects for the highest-quality companies in the US market demand a sizable 
allocation regardless of your tactical asset allocation call.

As active fundamental managers with a long and successful track record, we have a biased view 
on how exposure to the US market can be best achieved. The widening performance differential 
between the best and worst US companies helps to justify this bias, revealing an investment 
landscape that is ideal for adding alpha through stock selection. As managers of concentrated, 
high-conviction portfolios, we help investors navigate the extremes in the market by avoiding 
overpriced growth stocks while also steering clear of lower-quality value traps. Our philosophy 
is based on “quality at a reasonable price,” which helps us construct concentrated, yet balanced, 
portfolios that provide better-than-average growth combined with the stability of lower-than-
average volatility. Decisions are informed by our proprietary, forward-looking, framework for 
assessing quality.
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Differentiated 
Philosophy 

Our focus on quality is supported by a proprietary framework that we call Confidence Quotient 
(CQ). The CQ scoring framework reflects each analyst’s conviction in a company’s quality and its 
ability to deliver sustainable earnings growth. 

Unlike traditional measures of quality that emphasize a simple combination of historical 
returns, earnings volatility and debt, we define quality on a forward-looking basis and focus on 
qualitative measures like the competitive moat, our confidence in the management team, the 
appropriateness of the capital allocation strategy, the transparency of the business model and 
the fundamental momentum of the business drivers.

We leverage our long-tenured research team to quantify these “soft” metrics using our detailed 
CQ framework. With over 30 investment professionals globally and 14 sector analysts, with deep 
domain knowledge, covering the US market we constantly debate and reassess these CQ scores 
as fundamentals evolve. 

We marry this view on quality with detailed financial analysis, where our analysts produce a 
series of proprietary data around intermediate-term earnings estimates and a long-term growth 
assessment. We also have an integrated ESG approach built into the CQ framework that ensures 
we consider the implications of sustainability and the associated business risks when it comes to 
the durability of this growth outlook. 

Lastly, we maintain what we call a reasonable valuation discipline. Valuation is more of an art 
than a science. Philosophically we think about discounted cash flows as the basis for establishing 
an intrinsic value for a stock, but in reality, forecasting the long-term growth and returns is 
easier said than done. Our financial modeling gives us a feel for the intermediate-term earnings 
trajectory but our long-term through-cycle growth estimates combined with our CQ-defined 
quality metrics informs our level of conviction in the durability of growth and the associated price 
we are willing to pay. 

Figure 1 
Fundamental 
Research Approach

Source: State Street Global Advisors. The information contained above is for illustrative purposes only. 

Time

Ea
rn

in
gs

Market Expectations

Analysts’ Sustainable 
Growth estimate

Analysts’ Quality Assessment: 
CQ measures our confidence 
in our sustainable growth estimate

Long-term compounding 
growth creates alpha 
opportunityAnalysts’ detailed 

financial analysis



An Active Fundamental Approach to the US Market 3

Results Driven

Two Flavors 
of US Active 
Fundamental Core

Some call this approach GARP (growth-at-a-reasonable price) but we like to call it QARP 
(quality-at-a-reasonable price). While our core mandates have historically plotted slightly 
more “growthy” than the market overall, this has less to do with an affinity for growth investing 
and is more an artifact of the correlation between growth and quality. Our CQ-defined quality 
universe filters out lower quality names that typically plot in the value end of the spectrum while 
our valuation discipline helps us avoid overpaying for growth at the other end of the spectrum. 
The result is a high quality portfolio that provides long term alpha generation and lower volatility.

We offer two active US core strategies built on the same philosophy and research platform. 
These two flavors of active fundamental equity are benchmarked against the S&P 500 Index but 
have different levels of concentration to meet different client needs. Our flagship concentrated 
strategy is the US Equity Select strategy*, a core mandate benchmarked against the S&P 500 
with 30–40 names and a tracking error that typically runs in the 3–4% range. 

We also have a version with 100 names, US Multi-Style Equity, with lower tracking error for clients 
that want to emphasize lower volatility over potential alpha. This version is built on the best ideas 
across the analyst team and then re-weighted to enhance the exposure to the highest conviction 
names that are also held in US Equity Select. 

Figure 2 
Return and Standard 
Deviation by CQ 
Quintile (2007–2022)

  Return (LHS)

  Std Dev (RHS)

Source: State Street Global Advisors. For illustrative purposes only. Note: Confidence Quotient (CQ) is the SSGA 
Fundamental Growth and Core Equity team’s proprietary measurement of quality based on qualitative measures 
like management, market position, and transparency.
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Figure 3 
Multi-Style Construct

Source: State Street Global Advisors. For illustrative purposes only. 
*The US Equity Select strategy is also available in a SICAV fund structure outside the US. 
The above targets are estimates based on certain assumptions and analysis made by State Street Global Advisors. There is 
no guarantee that the estimates will be achieved.

US Research Portfolio 

Diversified; ~100 Names

Analysts’ Best Ideas

Broadly Sector-Neutral

Tracking Error: ~1.5%

US Equity Select Portfolio 

~30-40 Names

Concentrated Best Ideas

Active Sector Bets

Tracking Error: ~3.5%

Alpha Target: +200bps

US Multi-Style Portfolio 

Diversified; ~100 Names

Weights enhanced for Top 
30-40 names

Modest Sector Bets

Tracking Error ~2.0%

Alpha Target: +100bps

30% Select

70% Research

In conclusion, those looking for core exposure with the benefit of alpha generation should 
consider our US Equity mandates. We offer high quality, low turnover, sleep well at night type of 
portfolios. Our concentrated funds don’t rely on style shifts or factor tilts to drive performance. 
They rely on fundamental analysis of durable companies with reliable management teams that 
reinvest for future growth. We maintain a disciplined valuation framework that gravitates towards 
long-term cash flow compounders but avoids valuation extremes. And we’re supported by an 
experienced global research team with a proven track record. 

The Bottom Line
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ssga.com 
Marketing communication

State Street Global Advisors  
Worldwide Entities

For use in EMEA: The information 
contained in this communication is not a 
research recommendation or ‘investment 
research’ and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss 
regulation. This means that this marketing 
communication (a) has not been prepared 
in accordance with legal requirements 
designed to promote the independence of 
investment research (b) is not subject to 
any prohibition on dealing ahead of the 
dissemination of investment research. 

Important Risk Information

The information provided does not constitute 
investment advice and it should not be relied on 
as such. It should not be considered 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. 

This document provides summary 
information regarding the Strategy. This 
document should be read in conjunction 
with the Strategy’s Disclosure Document, 
which is available from SSGA. The Strategy 
Disclosure Document contains important 
information about the Strategy, including a 
description of a number of risks.

All information is from SSGA unless otherwise 
noted and 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. 

Investing involves risk including the risk of loss 
of principal. 

The views expressed are the views of 
Christopher Sierakowski through April 30, 2023, 
and are subject to change based on market and 
other conditions. 

Quantitative investing assumes that future 
performance of a security relative to other 
securities may be predicted based on historical 
economic and financial factors, however, any 
errors in a model used might not be detected 
until the fund has sustained a loss or reduced 
performance related to such errors. 

Equity securities may fluctuate in value and can 
decline significantly in response to the activities 
of individual companies and general market and 
economic conditions. 

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.

A “quality” style of investing emphasizes 
companies with high returns, stable earnings, 
and low financial leverage. This style of 
investing is subject to the risk that the past 
performance of these companies does not 
continue or that the returns on “quality” equity 
securities are less than returns on other styles 
of investing or the overall stock market.

Strategies may emphasize a “growth” style of 
investing. The market values of growth stocks 
may be more volatile than other types of 
investments. The prices of growth stocks tend 
to reflect future expectations, and when those 
expectations change or are not met, share 
prices generally fall. The returns on “growth” 

securities may or may not move in tandem with 
the returns on other styles of investing or the 
overall stock market.

The returns on a portfolio of securities which 
exclude companies that do not meet the 
portfolio’s specified ESG criteria may trail the 
returns on a portfolio of securities which 
include such companies. A portfolio’s ESG 
criteria may result in the portfolio investing 
in industry sectors or securities which 
underperform the market as a whole.

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.
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About State Street 
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve 
their financial goals we live our guiding principles each and every day:

• Start with rigor
• Build from breadth 
• Invest as stewards 
• Invent the future 

For four decades, these principles have helped us be the quiet power in a tumultuous investing 
world. Helping millions of people secure their financial futures. This takes each of our employees 
in 29 offices around the world, and a firm-wide conviction that we can always do it better. As a 
result, we are the world’s fourth-largest asset manager* with US $3.62 trillion† under our care.

* Pensions & Investments Research Center, as of December 31, 2021. 
†  This figure is presented as of March 31, 2023 and includes approximately $65.03 billion USD of assets with respect to SPDR 

products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent. 
SSGA FD and State Street Global Advisors are affiliated. Please note all AUM is unaudited.

http://ssga.com
https://www.ssga.com/es/en_gb/institutional/ic/footer/state-street-global-advisors-worldwide-entities
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