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> Testing factor-based strategies across global markets

> Equity, bond, commodity and currency markets

> https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3325720

Recent influential academic studies

> Time-series Momentum, Cross-sectional Momentum, Value

> Carry, Seasonal and Betting-against-beta (BAB)
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Global Factor Premiums: How to think about factor premiums?

Global Factor Premiums

TS Momentum

> JFE, 2012

Carry

> JFE, 2018

CS Momentum

> JF, 2013

Value

> JFE, 2013

Seasonal

> JF, 2016

BAB

> JFE, 2014

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3325720


3

Global Factor Premiums: Considerable media attention

Global Factor Premiums

> 10,000
downloads 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3325720
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3325720
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Sample of about 1981-2011
Global Factor Premiums: Original ‘evidence’

Global Factor Premiums

p-hacking?
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Concerns with factor research: P-hacking...

Global Factor Premiums

Torture the data
until they confess



P-hacking…

6 Global Factor Premiums



P-hacking seems omnipresent in science...

Global Factor Premiums7
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Solution: Replication and out-of-sample evidence

Global Factor Premiums
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Sample of about 1981-2011
Global Factor Premiums: Replication evidence

Global Factor Premiums
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Public stock market investing since 1604 in the Netherlands

Global Factor Premiums

Amsterdam Stock Exchange

> Picture from the 17th century (left)

> Euronext as of 21st century (right)

London, New York and others soon 
followed



Investors invested internationally at reasonable costs

> Yes, transaction costs were higher

> Yes, information travelled slower

Still, investors were reasonably well informed and could trade 
internationally 

> Historical transaction costs seem limited (e.g. Koudijs, 2014)

> Investor sophistication was also higher than often assumed 
(e.g. Lowenfeld, 1902)
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Source: http://viking.som.yale.edu/will/investments/lowenfeld.pdf, Wall Street Journal. 

Historical markets are in many respects comparable to current markets…

Global Factor Premiums

And arbitrage players were well active..

http://viking.som.yale.edu/will/investments/lowenfeld.pdf
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Equity, bond, commodity and currency market data since 1800
Building a deep historical database of factors…

Global Factor Premiums
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The Panic of 1837 (US) The Panic of 1873 (Global)

Whig cartoon (1837 US) Bank run (1857 US) Vienna market crash (1873 Austria)

The Panic of 1857 (US)

Global Factor Premiums

US stock market in the 19th century…

Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Time-Series momentum: US stock market 19th century

Global Factor Premiums

Time-Series (12-1M) momentum beats equities

> TS Momentum: Sharpe Ratio 0.35 (t-stat 3.5)

> Equity premium: Sharpe ratio 0.13 (t-stat 1.3)
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Time-Series momentum: ‘Global’ Equity markets

Global Factor Premiums

TS Mom 1800-1900

Sharpe ratio
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Testing over 24 factor/asset-class combinations across 217 years of data… 

Global Factor Premiums

1800-1900
Sharpe ratio TS Mom CS Mom Value Carry Seasonal BAB

Equities 0.64 ? ? ? ? ?

Bonds … ? ? ? ? ?

Currencies … ? ? ? ? ?

Commodities … ? ? ? ? ?

Global markets ...
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Sample of about 1800-1980
Global Factor Premiums: Out-of-sample evidence

Global Factor Premiums
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

Replication versus out-of-sample evidence
Global Factor Premiums: Significant, sizable and persistent

Global Factor Premiums
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

No, not really…
Global Factor Premiums: Are they explained by risk?

Global Factor Premiums
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Multi-Factor Multi-Asset: Consistent & stable outperformance since the 1800’s

Multi-Factor Multi-Asset portfolios: Positive performance across economic / market scenario’s
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Equity Bond Multi Factor



1. Global Factors are robustly present for >200 years, offering persistent returns over the long-run

2. Global Factor Premiums seem not a reflection of market, macro or downside risks

3. Factor-based investing offers sizable long-run opportunities for investors
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Key takeaways

Global Factor Premiums
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Appendix

Global Factor Premiums



1. TS Momentum 12-1-month past return

2. CS Momentum 12-1-month past return

3. Value Equities: Dividend (12 month) / Price
Government bonds: Real yield
Currencies: Absolute and Relative 5yr PPP
Commodities: 5-year price reversal

4. Carry Equities: Future implied dividend yield*
Government bonds: 10-year -/- 3-month yield
Currencies: Nominal 3-month interest rate differential
Commodities: Slope of the futures curve

5. Seasonal 20-year historical monthly return

6. BAB 36-month asset-class market beta

Evaluated across equity (index!), bond, commodity and currency markets

*Prior to existence of equity futures: We regress the dividend yield implicit in the total versus price return indices in each month on monthly dummies over the past five years to 

predict the dividend yield for the month ahead, and subsequently subtract the risk-free rate. 

Global Factor Premiums22

Defining the Global Factor Premiums…



> Portfolio construction method for each asset-class factor:

- To create equal-risk positions, we scale each asset by its 3-year return volatility and each asset-class factor by 
its 10-year return volatility

- For multi-asset factor portfolios, we equally weight the asset-class factors

- We rebalance the factor portfolios each month

- Returns of all long-short portfolios are expressed in US dollars

- We exclude hyperinflation periods (ex-ante > 50% p.m. inflation, Cagan 1956)

Global Factor Premiums23

Global Factor Premiums: Portfolio Construction
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

An update of GFP based on 2020...

Global Factor Premiums
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Source: Baltussen, Swinkels and Van Vliet, 2020, Journal of Financial Economics, forthcoming. 
This information is included solely for illustrative purposes to show empirical data related to quantitative allocation variables and does not represent the performance of any Robeco investment strategy. 

An update of GFP based on 2020...

Global Factor Premiums


