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Blending the benefits of “beta” investing with the portfolio customization of managed accounts, 
Quantitative Portfolios (QPs) can improve potential after-tax and risk-adjusted results—in a cost-
effective manner. The Factor-Enhanced QPs take portfolios beyond beta, providing the potential for 
excess returns via increased exposure to value, momentum, and quality factors.

Elevate the Beta Investing Experience

PMC’s suite of Quantitative Portfolios (QPs) help address important investor needs that are often overlooked by “one-size-fits-all” passive 
investments. 

Exposure to Factors Producing Excess Returns
For investors who want to outperform the market but lack conviction in active stock picking, the Factor-Enhanced QPs tilt to 
factor exposures that increase the potential for improved risk-adjusted returns. The portfolios are based on research from 
both PMC and industry leaders that suggest a handful of factors remain statistically significant over time.

Customizable Market Exposure
The Factor-Enhanced QPs are designed to provide cost-efficient beta exposure, tracking the characteristics and returns of 
well known indices. Since the investor owns the underlying securities, they have opportunities for personalization and tax 
management. 

The Pursuit of Tax Alpha
As an index-based strategy in a managed account format, the portfolios can help minimize an investor’s tax bill and capture 
“tax-management alpha” via:
• minimal portfolio turnover, fewer holdings, and thoughtful annual rebalancing; and

 • tax-loss harvesting, PMC tax management  technology and risk models.
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  Value

  The tendency for cheap assets to 
outperform expensive assets 

 Momentum

  The tendency for assets that have 
performed well over the past year to 
continue to perform well over the near 
term 

 Quality

  The tendency for higher quality 
companies—those that are more 
profitable and safer—to outperform 
lower quality companies 

Three Key Factors Driving Excess Return
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Factor-Enhanced QPs: Portfolio Construction

Each portfolio contains a subset of the constituents of a major market index and is designed to provide increased exposure to three key 
factors—momentum, value, and quality—that historically have provided improved risk-adjusted results over the long term.   

The information, analysis, and opinions expressed herein are for general and educational purposes only. Nothing contained in this brochure is intended to constitute legal, tax, accounting, securities, or 
investment advice, nor an opinion regarding the appropriateness of any investment, nor a solicitation of any type. All investments carry a certain risk, and there is no assurance that an investment will provide 
positive performance over any period of time. An investor may experience loss of principal. The asset classes and/or investment strategies described may not be suitable for all investors and investors should 
consult with an investment advisor to determine the appropriate investment vehicle. Investment decisions should always be made based on the investor’s specific financial needs and objectives, goals, time 
horizon and risk tolerance. Past performance is not indicative of future results.

Investments in smaller companies carry greater risk than is customarily associated with larger companies for various reasons such as volatility of earnings and prospects, higher failure rates, and limited 
markets, product lines or financial resources. Investing overseas involves special risks, including the volatility of currency exchange rates and, in some cases, limited geographic focus, political and economic 
instability, and relatively illiquid markets. Income (bond) funds are subject to interest rate risk which is the risk that debt securities in a fund’s portfolio will decline in value because of increases in market 
interest rates.

Neither Envestnet, Envestnet | PMC™ nor its representatives render tax, accounting or legal advice. Any tax statements contained herein are not intended or written to be used, and cannot be used, for the 
purpose of avoiding U.S. federal, state, or local tax penalties. Taxpayers should always seek advice based on their own particular circumstances from an independent tax advisor. Indexes are unmanaged. It 
is not possible to invest directly in an index.
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Category Factor Combination: 
Value, Momentum, Quality (V+M+Q)

Factor Combination: 
Value and Quality (V+Q)

Domestic Equity Factor-Enhanced Large Cap: V+M+Q
Factor-Enhanced Small Cap: V+M+Q
Factor-Enhanced All Cap: V+M+Q

Factor-Enhanced Large Cap: V+Q
Factor-Enhanced Small Cap: V+Q
Factor-Enhanced All Cap: V+Q

International Equity Factor-Enhanced International ADR: V+M+Q
Factor-Enhanced Emerging Markets ADR: V+M+Q

Factor-Enhanced International ADR: V+Q
Factor-Enhanced Emerging Markets ADR: V+Q

UMA Sleeve SMA Beta

Factor Combinations Both V+M+Q and V+Q V+Q

Ideal for Asset class exposure, core/satellite constructs Asset class exposure, portfolio customizations

Minimum Investment $100K $100K

Tax Management Strategies Advisor-initiated tax loss harvesting Advisor-initiated tax loss harvesting

Portfolio Customization Security/industry restrictions Security/industry restrictions

Factor-Enhanced QPs: Account Formats

Index Constituents PMC obtains index constituents from index sponsor. The tracking indices have between 1,000–3,000 
constituents.

Factor Selection/
Constituent Ranking

PMC selects factors—momentum and value—and ranks the index constituents on their exposure to the 
factors.

Portfolio Management Review PMC constructs the portfolio with the stocks having the greatest exposures to the selected factors.

Factor-Enhanced Portfolio The resulting Factor-Enhanced Portfolio model consists of 80+ positions having the largest exposures to 
the most robust factors historically generating excess returns.


