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1.Quant Recap 

2.MSCI Value

3.Nucleus Value

4. Where Value works / doesn’t 

work
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Quant Recap:

Introduction

• Mathematical models to help 

generate performance

• They don’t always work, but they 

usually do

• This is an implicit assumption 

about non-reversion
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Quant 
Recap

Number 1 question

Are you selling insurance to the 

rest of the market?
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Quant Recap:

Implicit Assumption

•Momentum: no mean reversion

• Low Vol: no mean reversion

•Growth: no mean reversion

•Value: mean reversion

•Quality: no mean reversion
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MSCI Value:

MSCI Value Index
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MSCI Value:

MSCI Value Index
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MSCI Value:

MSCI Definition

• Classify every company as either value or 

growth

• Value: Book to Price, Forward Earnings to 

Price, Dividend Yield

• Growth: Forward EPS long term, Forward 

EPS short term, current growth, long term 

historical growth trend, long term sales per 

share growth trend
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MSCI Value:

Return on Equity

IBM ROE 2006 - 2016
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MSCI Value:

Return on Equity

IBM ROE 2016 - 2018
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MSCI Value:

Cashflow

•Reliance on Book Value

•No cashflow measures

•Different accounting 

standards
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MSCI 
Growth:

Issues

• Forward long term EPS is bad measure

• Per share data should be adjusted for 

buybacks
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MSCI Value:

Winsorising

• An excellent way to ignore erroneous 

data
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Nucleus 
Value:

Definition

•Earnings

•Cashflow

•Deep Value

•Shareholder returns
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Nucleus 
Value:

Time Frames

• Long term value: Inflation adjusted earnings 

/ cashflow over 5-10 years – identifying 

cyclical industries and companies

• Current value: What are the latest accounts 

telling us

• Potential value: How much hinges on 

forecast earnings
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Nucleus 
Value:

Universes

• Global value: comparing every company

• Industry value: comparing with companies in the same 

sector – are there features of the Industry that are 

inappropriate to compare

• Country value: comparing with companies in the same 

country – are there country factors at play

• Business Model value: Service companies have much 

lower depreciation rates than manufacturers – are 

there business model factors that are affecting results 
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Nucleus 
Value:

Portal View
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Nucleus 
Value:

Portal View
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Nucleus 
Value:

Portal View
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Nucleus 
Quality:

My View
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Where Quant 
works / 
doesn’t:

Pitfalls

•Return disaggregation

•Overfitting

•Self serving bias

•Beware reversals
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Where Quant 
works / 
doesn’t:

Sectors

•Resources

•Utilities

•Financials

•Manufacturing vs Services
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Wrap Up:

• It is a tool – not a religion

•Needs to change with 

accounting standards

•Don’t lose sight of what you 

are trying to do
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Wealth
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Investing 
with Nucleus 

Wealth

• Complete investment solution

• 19 individual ethical screens

• Experienced investment managers

• Completely transparent

• Lower fees as we get rid of the 
multiple layers of middle-men 
between you and your money

• Tax effective



New Client Portal is out!

portal.nucleuswealth.com



Nucleus Wealth is now on iTunes and Podcasts!

Bit.ly/NucleusInsights




