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Abnormal Style Performance
• Global and Australian Equity Themes – Spot the Outlier
• Low Volatility – the Longer Term Benefits
• Why Maintain Low Volatility?

Global Equity Themes – Spot the Outlier
The last 12 months have been remarkable in so many ways and Financial markets
have certainly had their share of extraordinary. There have been negative and
positive extremes in everything from employment, growth, inflation earnings, price
and valuation just to name a few. When we look within markets we see just as many
extremes. The investment themes of Quality, Value, Sentiment and Low Beta have
been volatile since the pandemic. Figure 1 below highlights the average return to
these major investment themes in the last 12 months (grey) compared to the last
32 years (blue). Can you spot the outlier?
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Figure 1: Global Developed Markets
Last 12 Months Compared to the Last 32 Years
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Source: State Street Global Advisors as of 31 October 2021. Quintile spread returns to AQE Value, AQE sentiment, AQE Quality and Low beta. Past
performance is not a reliable indicator of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses.
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Key Observations Within Global Developed Markets
1. In the last 12 months Low Beta securities have been the outlier (circled in red in Figure 1) down -41.8%
compared to the long run average of +2.5%
2. In the longer term Value has been the best performing style and it has generated above average returns in
the last 12 months.
3. The return to Sentiment has been the second best investment style over the longer term. In the last 12
months the returns to sentiment has been negative.
4. Quality has been positive in the last 12 months slightly below the longer run average return.

Australian Equity Themes – Spot the Outlier
Within the Australian S&P/ASX 300 Index we see many similarities and some differences. See Figure 2 below.

Figure 2: S&P/ASX 300 Index
Last 12 Months Compared to the Last 10 Years
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Source: State Street Global Advisors as of 31 October 2021. Quintile spread returns to AQE Value, AQE sentiment, AQE Quality and Low beta. Past
performance is not a reliable indicator of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses.

Key Observations Within the S&P/ASX 300 Universe
1. Over the longer term all themes have had a positive contribution but in the last 12 months we have seen
underperformance from all factors except quality.
2. The biggest outlier is again the large negative return to Low beta securities down -33.6% in the last 12
months compared to the 10 year average of +7.2%
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3. Sentiment has historically generated the greatest investment returns in the last 10 years but has been
negative in the last 12 months.
4. Value has been negative in stark contrast to Global developed markets.

Low Volatility – The Medium to Longer Term Benefits
After the most recent period of poor performance to low beta stocks it is good to remember some of the reasons
they make sense in an equity portfolio.
1. Investing in lower volatility securities has historically provided a cushioning to equity drawdowns relevant to
many investors, especially those with lower risk preferences or shorter investment time horizons.
2. It has been well documented in academic literature since the 1970’s as an anomaly that can both reduce the
total equity risk and at the same time provide for some outperformance.
3. Historically periods of extreme low beta performance have been short term in nature and these periods offer
the best entry points for exposure to this theme.
4. As part of a balanced portfolio it can help to manage volatility and equity drawdowns alongside cash, bonds
and alternatives. With the current inflationary environment and heightened interest rate risk this is more
relevant today, than previous decades.

Why Maintain Low Volatility?
The Bottom Line – The Pandemic is the Real Outlier
The effects of the pandemic have been extreme and this has manifested in volatile market performance and investor
behaviour. Human behaviour has a tendency to over extrapolate these trends (anchoring bias), but it is more likely
that investors will see a reversion to more normal company earnings and economic activity. In a less extreme
environment, we are also more likely to see a reversion in improved returns from low beta securities.
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Important Disclosures
Issued by State Street Global Advisors, Australia, Limited (AFSL Number 238276, ABN 42 003 914 225) (“SSGA Australia”). Registered
office: Level 14, 420 George Street, Sydney, NSW 2000, Australia · Telephone: +612 9240-7600 · Web: ssga.com.
The views expressed in this material are the views of the SSGA Australian Active Quantitative Equity Team through the period ended 31
October 2021 and are subject to change based on market and other conditions. The information provided does not constitute investment
advice and it should not be relied on as such. All material has been obtained from sources believed to be reliable, but its accuracy is not
guaranteed. This document contains certain statements that may be deemed forward-looking statements. Please note that any such
statements are not guarantees of any future performance and actual results or developments may differ materially from those projected.
Investing involves risk including the risk of loss of principal. Equity securities may fluctuate in value and can decline significantly in response
to the activities of individual companies and general market and economic conditions. Investing in foreign domiciled securities may involve
risk of capital loss from unfavorable fluctuation in currency values, withholding taxes, from differences in generally accepted accounting
principles or from economic or political instability in other nations.
The "Value" style of investing that emphasizes undervalued companies with characteristics for improved valuations, which may never
improve and may actually have lower returns than other styles of investing or the overall stock market.
“A “quality” style of investing emphasizes companies with high returns, stable earnings, and low financial leverage. This style of investing is
subject to the risk that the past performance of these companies does not continue or that the returns on “quality” equity securities are less
than returns on other styles of investing or the overall stock market.
Standard & Poor's and S&P are registered trademarks of Standard & Poor's Financial Services LLC ("S&P") and Dow Jones is a registered
trademark of Dow Jones Trademark Holdings LLC ("Dow Jones") and have been licensed for use by S&P Dow Jones Indices LLC and
sublicensed by SSGA. The S&P indices are a product of S&P Dow Jones Indices LLC and have been licensed by SSGA. State Street
Australian Equity Fund is not sponsored, endorsed, sold or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, their respective
affiliates, and none of S&P Dow Jones Indices LLC, Dow Jones, S&P, nor their respective affiliates make any representation regarding the
advisability of investing in such product(s).
This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical facts, contained
within this document that address activities, events or developments that SSGA expects, believes or anticipates will or may occur in the future
are forward-looking statements. These statements are based on certain assumptions and analyses made by SSGA in light of its experience
and perception of historical trends, current conditions, expected future developments and other factors it believes are appropriate in the
circumstances, many of which are detailed herein. Such statements are subject to a number of assumptions, risks, uncertainties, many of
which are beyond SSGA’s control. Please note that any such statements are not guarantees of any future performance and that actual results
or developments may differ materially from those projected in the forward-looking statements. This material is general information only and
does not take into account your individual objectives, financial situation or needs and you should consider whether it is appropriate for you.
There is no representation or warranty as to the current accuracy of, nor liability for, decisions based on such information.
The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without
SSGA Australia’s express written consent.
© 2021 State Street Corporation. All Rights Reserved.
3921627.1.1.ANZ.RTL | Exp. Date: 30/11/2022
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