
Investment Philosophy and Process

AIM International Core Equity Fund 

Investment philosophy
We believe we can add value by focusing on international stock selection driven by 
precise fi nancial, valuation and global sector-based research. 

We are committed to a long-term investment horizon based on low portfolio turnover. 

Risk management is employed at the stock and portfolio level to seek predictable and 
consistent returns relative to the benchmark over time.

Universe defi nition
We begin with a universe of about 2,200 international stocks with market caps of 
typically more than $1 billion and a minimum of fi ve years of publicly reported fi nancial 
statements. We choose stocks from more than 30 countries around the world and 
emphasize companies in developed countries. 

Stock selection
We take a bottom-up approach toward selection of international equities based on a 
broad universe of non-U.S. companies from both developed and emerging markets.
Stock selection is further refi ned by: 

Conducting research domestically and abroad, incorporating a global sector-based • 
perspective. 
Taking measures to attempt to reduce risk at the security level with a strong bias • 
toward companies with proven fi nancial strength. 

Our international equity strategy employs an investment management process that 
focuses on three areas that include a fi nancial and valuation assessment, primary 
research driven by direct company contact and team-based portfolio decisions. 

Quantitative analysis 
We recognize that the various accounting standards and conventions worldwide may 
signifi cantly affect a company’s reported fi nancial data. Therefore, to equally and 
consistently evaluate and compare companies against each other, we make extensive 
accounting and infl ation-related adjustments to the fi nancial data of each company.

Major elements we consider are goodwill associated with acquisitions, discretionary 
reserves, depreciation schedules for plants and equipment, and infl ation. After putting 
each company on a level playing fi eld for comparison, our proprietary model ranks 
the relative attractiveness of each company in the universe. Our valuation analysis 
screens for:

Internal rate of return• 
Price-to-book ratio• 
Price-earnings ratio• 

Qualitative analysis 
We take a global sector-based approach to research. It is our view that sector and 
industry trends are more important drivers of long-term share performance than where 
the company is headquartered.

Our research efforts are based on primary company contact and a long time horizon, 
consistent with a four- to fi ve-year holding period for typical investments in the fund.

A key element of our research is to evaluate the sustainability of company profi tability. 
We focus on the embedded characteristics that determine a company’s long-term 
growth prospects.

Investment Process

Universe Defi nition
Approximately 2,200 international stocks • 
with market caps of typically more than 
$1 billion and a minimum of fi ve years of 
publicly reported fi nancial statements 

▼

Quantitative Analysis and Screening
Liquidity screen to ensure portfolio • 
applicability
Accounting and infl ation-related • 
adjustments to fi nancial statements
Bias toward companies with proven • 
fi nancial strength

▼

Valuation Analysis
Long-term profi tability • 
Asset valuation • 
Current earnings• 

▼

Qualitative Analysis
Long-term fundamentals relative to key • 
competitors
Key fi nancial characteristics• 
Potential sustainability of profi ts• 

▼

Final Portfolio
Larger capitalization, international stocks



About risk
Investing in developing countries can add additional risk, such as high rates of infl ation or sharply devalued currencies against the 
U.S. dollar. Transaction costs are often higher, and there may be delays in settlement procedures.

Prices of equity securities change in response to many factors, including the historical and prospective earnings of the issuer, the 
value of its assets, general economic conditions, interest rates, investor perceptions and market liquidity.

Foreign securities have additional risks, including exchange rate changes, political and economic upheaval, relative lack of 
information, relatively low market liquidity, and the potential lack of strict fi nancial and accounting controls and standards.

The prices of securities held by the fund may decline in response to market risks.

Consider the investment objectives, risks and charges and expenses carefully. For this and other information about AIM funds, 
obtain a prospectus from your fi nancial adviser and read it carefully before investing.

Note: Not all products, materials or services available at all fi rms. Advisers, please contact your home offi ce.
Tracking error measures the difference between returns of a portfolio and its benchmark index. 
R-squared expresses the proportion of variation in the return of one fund explained by the return of a benchmark. 

 Diversifi cation does not guarantee a profi t or eliminate the risk of loss. 
 Price-to-book (P/B) is the market price of a stock divided by the book value per share.
 Price-earnings (P/E) ratio, the most common measure of how expensive a stock is, is equal to a stock’s market capitalization divided by its after-tax earnings over a 
12-month period.
 Invesco AimSM is a service mark of Invesco Aim Management Group, Inc. Invesco Aim Advisors, Inc., Invesco Aim Capital Management, Inc., Invesco Aim Private 
Asset Management, Inc. and Invesco PowerShares Capital Management LLC are the investment advisers for the products and services represented by Invesco Aim; 
they each provide investment advisory services to individual and institutional clients and do not sell securities. Please refer to each fund’s prospectus for information 
on the fund’s subadvisers. Invesco Aim Distributors, Inc. is the U.S. distributor for the retail mutual funds, exchange-traded funds and institutional money market funds 
represented by Invesco Aim. All entities are indirect, wholly owned subsidiaries of Invesco Ltd.
 It is anticipated that on or about the end of the fourth quarter of 2009, Invesco Aim Advisors, Inc., Invesco Aim Capital Management, Inc., Invesco Aim Private Asset 
Management, Inc. and Invesco Global Asset Management (N.A.), Inc. will be merged into Invesco Institutional (N.A.), Inc., and the consolidated adviser fi rm will be 
renamed Invesco Advisers, Inc. Additional information will be posted at invescoaim.com on or about the end of the fourth quarter of 2009.
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Our global sector-based approach to fundamental research enables us to effectively 
evaluate companies relative to their key global competitors. We typically favor 
companies well-positioned to maintain or improve upon their competitive positioning 
over the long term.

The ultimate goal is to identify stocks with above-average return potential driven by the 
sustainable growth of the company and the valuation-based multiple expansion. 

Portfolio construction
Our objective is to maximize the use of the most attractive stocks while ensuring 
an appropriate level of overall portfolio diversifi cation. Specifi c country or sector 
weightings will be driven primarily by stock selection considerations.

When evaluating a new security, we use a model portfolio approach, which allows us 
to analyze a potential investment in terms of its ability to enhance the portfolio return 
prospects as well as contribute to portfolio diversifi cation or risk characteristics. 

Risk management
To seek competitive risk-adjusted returns, we use estimated tracking error and 
R-squared constraints to control overall portfolio risk versus the fund’s benchmark index.

Sell discipline 
Our sell discipline is a mirror image of our buy process and is based on:

Relative valuation ranking.•  We review a stock for possible sale when its share 
price increases and its ranking deteriorates relative to other companies. 
Fundamental analysis.•  We consider a stock for sale if its underlying 
fundamentals change.
Portfolio design and risk management.•  We will also sell or trim a position if 
necessary to ensure the portfolio is properly diversifi ed at all times.


