


Agenda

● Quant Recap 

● What is working 

● Low vol

● Momentum

● Growth

● Quality 

● Value

● Outlook 



 Quant Recap

●Mathematical models to help generate performance

●They don’t always work, but they usually do

●This is an implicit assumption about non-reversion



 No. 1 Question

Are you selling insurance to the rest of the 

market?



 Quant Recap

● Momentum: no mean reversion

● Low Vol: no mean reversion

● Growth: no mean reversion

● Quality: no mean reversion

● Value: mean reversion



Factors: This year has been volatile

S&P 500 Cap weighted return spreads

Source: Capital IQ



 Quant Recap

● Return disaggregation

● Overfitting

● Self serving bias

● Beware reversals

● Danger sectors: Resources, Utilities, Financials

● Manufacturing vs Services



Factors: Longer term look at returns

S&P 500 Cap weighted return spreads

Source: Capital IQ



Min Volatility



Min Volatility: Is the tail wagging the dog?

● Interest Rates

●Share price vs underlying earnings

●Size

●Diversification

●Trading



Momentum



Momentum: Traders delight

● High turnover strategy

● Lots of little wins, some big losses

● What is it telling you

● Tax situation



Value



Value: MSCI value may be different to what you think value is

●Reliance on Book Value

●No cashflow measures

●Different accounting standards

●Forward Earnings



Value: MSCI value may be different to what you think value is

S&P 500 Cap weighted return spreads

Source: Capital IQ



Value: Superficial Value is not Value

● It is a tool – not a religion

●Needs to change with accounting standards

●Value is always a trade-off

●Value is a bet on mean reversion



Growth



Value: MSCI growth may be different to what you think it is

●Reliance on Analyst Long Term Growth (70%)

●No cashflow measures



Quality



Value: MSCI quality may be different to what you think itis

The Quality score for each security is 
calculated by combining Z-Scores of three 
winsorized fundamental variables, namely 
Return on Equity, Debt to Equity and 
Earnings Variability



Quality: Superficial Quality is not Quality

●Definition of earnings really (really) important

●Definition of equity really important

●Needs more than 3 factors



Quality vs Value



Stocks

Value

Growth



Stocks

Quality ESG

Min. Vol. Momentum



Outlook

US

Europe 
(developed)

Asia
(developed)



Which investment strategy is your preferred for 2nd half 2022?



Stay up to date & 
receive notifications

Leave a like if you 
enjoyed

Coming up: Australian Housing Report

YouTube.com/NucleusWealth

next 
Thursday, 14th of July, 12:30 AEST



More from Nucleus Wealth:

Content: Nucleuswealth.com/content

Find us on all major (and minor) podcast platforms:

Have a guest or topic suggestion for the 
show? 

Leave a comment on YouTube

Facebook.com/nucleuswealth

Linkedin.com/company/nucleuswealth

Instagram.com/nucleus_wealth

Twitter.com/nucleuswealth

Social media:

https://www.facebook.com/NucleusWealth/
http://linkedin.com/company/nucleuswealth
http://instagram.com/nucleus_wealth
http://twitter.com/nucleuswealth

