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August 2020 Factor Performance Summary 
A tale of three regions: US, Europe and Emerging Markets. 

This is the first month since the COVID crash that the three main investment regions are starting 
to behave materially differently from one another: 

• Emerging Markets saw big changes: Value went from strongly losing to neutral, Growth 
from winning to losing, Quality from modestly winning to modestly losing, and 
Momentum from winning to losing.      

• Europe saw a rotation toward Value and Volatility stocks and away from Quality.  
• The US story is unchanged: Value down with Growth, High Volatility and Momentum all 

up rewarding a concentrated basket of (mostly) tech stocks. Value provides the only 
meaningful diversification of any US factor.   

 
It seems that Emerging Markets are behaving defensively.  Low vol is doing well and Value stocks 
are not declining. Perhaps this is because Emerging Markets don't expect a big stimulus to 
artificially keep them going through a second COVID wave and therefore have to rely on normal 
market dynamics. Contrast this with US markets, which continue to behave as if the government 
stimulus will be long-term or that COVID will disappear, with an expectation of low interest rates 
as far as the eye can see. Europe is somewhere in between these two extremes.  

August’s markets continued the recent trend toward high levels: US equities rose 7.3%, 
European equities rose 4.3% and equities in Emerging Markets rose only 3.7%.  
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Emerging Markets Equities  

Emerging Markets showed the most change of any of our three regions. Value stocks (light blue) 
went from big losers to neutral, while Growth stocks (green) went from big winners to being big 
losers. Quality stocks (purple) also shifted from positive to mostly negative, with the exception 
of Low Gearing (low leverage). Even High Volatility (red) and Momentum stocks (black) reversed, 
both moving from outperformance to significant underperformance.     

 

Figure 1: August 2020 Emerging Market Factor Performance on a country and sector adjusted basis.  
Source: Style Analytics. 

Emerging Markets factors largely lagged the overall market, which was up a healthy 3.7% in 
August, with the strongest outperformer up only 50 bps above the market. Of the 23 factors in 
Figure 1, only 6 of them outperformed with an average excess of only 25 bps. Clearly, Emerging 
Markets’ returns were driven by non-factor causes in August.  
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US Equities 

August’s US market profile was similar to July, which resembled Q2: since the market bottom 
on 23 March, the US market has essentially followed a single playbook: Value down, Growth, 
Volatility and Momentum up.  

Interestingly, Large Cap stocks as a group (yellow) finally outperformed the broader market: 

Figure 2: US Factor Performance, sector adjusted, in August 2020. Source: Style Analytics 

As we reported in our recent analysis of factor concentration, Value, which has suffered losses 
every month since the COVID crash, is the least concentrated while Growth, which has steadily 
outperformed, is the most concentrated.  
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European Equities 

Value stocks finally outperformed the European market but so did Growth stocks, demonstrating 
that they can move together despite claims that they are ‘opposites.’ Europe also saw a strong 
rotation toward higher-volatility stocks and away from Quality stocks.  

Figure 3: August 2020 European Factor performance, country and sector adjusted. Source: Style Analytics. 

European factor performance is a mix of the two extremes we saw above, consistent with the  
model of government stimulus during the COVID period: the US markets (and 
government stimuluses) seem ' too hot' while Emerging Markets factor performance 
(and government stimuluses) appear ‘too cold’. While this does not guarantee that 
European markets (and government) have it ‘just right,’ it does leave us with that tantalizing 
likelihood.  
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Appendix: How to read the charts 

Each factor’s performance is based on the relative performance of the top 50% (by market cap) 
of that specific factor compared to the overall market (the sole exception is the size factor which 
uses the top 70%). For example, for the first factor, book-to-price, we determine the period’s 
performance of the basket of stocks with the highest book-to-price values relative to the total 
market. 

Each factor is analyzed independently and market and fundamental data are adjusted so that 
sector-average (within each country) relative data is used and the performance measurement 
isolates the factor’s contribution to return. In Figure 2: US Factor Performance, sector adjusted, 
in August 2020. Source: Style Analytics, stocks with a high book-to-price (i.e. high value stocks 
as measured by book-to-price) underperformed the broad market by 160 bps on a country and 
sector adjusted basis.  

 
 
 
 
 
 
 

Disclaimer 

The material presented in this document is an assessment of the market environment as of the date indicated; is subject to change; and is not intended to be a 
forecast of future events or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice regarding any 
funds or any issuer or security or similar. 

This document contains general information only, does not consider an individual's financial circumstances and should not be relied upon for an investment 
decision. Rather, an assessment should be made as to whether the information is appropriate in individual circumstances and consideration should always be 
given to consult a Financial Advisor before making an investment decision.  

Style Analytics does not provide investment advice and nothing in this document should be considered any form of advice. 
Style Analytics accepts no liability whatsoever for any information provided or inferred in this document. 


