
Adding value to your investment process 

For over 30 years, portfolio managers have used Barra models and portfolio analytics to gain additional
insight into their investment process – from stock selection to performance attribution. 

Once the realm of quantitative teams and risk managers, increasing numbers of portfolio managers are using 
fundamental factor analysis to help them make more informed investment decisions and validate results.

Barra Portfolio Analytics for the 
Fundamental Portfolio Manager

How? And Why? 

Based on a Simple Premise  — Barra Portfolio Analytics 
is based on the simple premise that stocks with similar 
characteristics tend to behave in a similar fashion. 
Sources of return are explained using a small set of 
intuitive, economically meaningful characteristics, or 
factors, built on fundamental data and common to all 
stocks.

Common Ground  — We employ the commonly used 
fundamental ratios and market data to describe these 
characteristics or factors, as you do, whether you are 
analyzing markets, portfolios, or companies. Barra 
Portfolio Analytics helps explain the importance of these 
factors, relative to one another, within your portfolio.

Backed by Research  — MSCI Barra Research shows 
that company fundamentals are among the leading 
factors in explaining performance and predicting risk. 
Our research analysts study the relationships between 
company fundamentals and stock returns, separating 
price movements into those due to firm-specific news 
and those due to more general market forces. 

Identify Sources of Risk and Return  — Building a 
portfolio from the bottom up involves rigorous study 
of each company. Barra Portfolio Analytics provides 
portfolio managers with the ability to identify the 
underlying sources of risk and return affecting their 
portfolios.

How Barra Portfolio Analytics Can Add Value To Your 
Investment Process

Who Can Benefi t from Barra Portfolio Analytics?

• Portfolio Managers: Link individual stock picks to  
 macro themes
• Chief Investment Officers (CIOs): Articulate a  
 compelling investment thesis  for your clients
• Research Analysts: Enhance stock screening  
 and company analysis by incorporating asset level  
 attributes into your valuation process

What are the Barra Factors?

Barra Factors include:
• Value • Volatility • Momentum
• Growth • Leverage • Industry
• Size • Liquidity • Country
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Demonstrate Consistency 
Developing and demonstrating a consistent and replicable investment approach is made easier with Barra 
Portfolio Analytics. Using the Barra risk breakdown and factor-based performance attribution analysis, you can 
show that risk and returns are coming from your stock selection expertise, rather than being market driven, and 
then apply the same framework to your other portfolios. 

Understand the Drivers of Performance  
Whether your portfolio over- or underperforms, Barra Portfolio Analytics helps you see what is driving 
performance and verify that this is in line with your investment strategy. For additional insight, returns can be 
further broken down into company specific and systematic (market driven) returns. 

Minimize Surprises  
Using Barra Portfolio Analytics, you can break down systematic risk into intuitive fundamental categories to 
discover any unintended bets at the portfolio level. You can identify your exposure to factors you may not have 
expected, such as Leverage or Volatility at both the stock and portfolio level. Uncover any unexpected short-term 
correlations between stocks and how this could impact your portfolio. 

Enhance Your Buy/Sell Decisions 
You can quickly and easily simulate the impact of a proposed trade on your portfolio by using Barra Portfolio 
Analytics to run buy/sell scenarios, making adjustments to your positions without incurring any incremental 
risk. Verify your conviction on top/bottom opportunities by looking at the trade-off between position sizes and 
expected returns.

A Systematic Approach Supporting Your Investment Strategy

Factor Influences in an Index

• An index contains many sources of return: Countries, Currencies, Styles, Industries, etc. 
• Index returns are mainly driven by overall equity market returns.

April 2010

About MSCI Barra
MSCI Barra is a leading provider of investment decision support tools to investment institutions worldwide. MSCI Barra products include indices and portfolio risk and 
performance analytics for use in managing equity, fi xed income and multi-asset class portfolios. The company’s fl agship products are the MSCI International Equity 
Indices, which include over 120,000 indices calculated daily across more than 70 countries, and the Barra risk models and portfolio analytics, which cover 59 equity and 
48 fi xed income markets. MSCI Barra is headquartered in New York, with research and commercial offi ces around the world.

The information contained herein (the “Information”) may not be reproduced or redisseminated in whole or in part without prior written permission from MSCI Barra. The 
Information may not be used to verify or correct other data, to create indices, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or 
marketing any securities, portfolios, fi nancial products or other investment vehicles. Historical data and analysis should not be taken as an indication or guarantee of any 
future performance, analysis, forecast or prediction. None of the Information or MSCI index or other product or service constitutes an offer to buy or sell, or a promotion or 
recommendation of, any security, fi nancial instrument or product or trading strategy. Further, none of the Information or MSCI index or other product or service is intended 
to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. The information is 
provided “as is” and the user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF MSCI, BARRA, FEA,ANY 
OF THEIR AFFILIATES OR THEIR DIRECT OR INDIRECT SUPPLIERS OR ANY THIRD PARTY INVOLVED IN THE MAKING OR COMPILING OF THE INFORMATION(EACH, 
AN “MSCI BARRA PARTY”) MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM EXTENT PERMITTED BY LAW, EACH MSCI BARRAPARTY 
HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.

The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability to the 
other party for death or personal injury to the extent that such injury results from the negligence or wilful default of itself, its servants, agents or sub-contractors.
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Oil and Gas Exploration 
Industry Factor

World Equity Factor
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