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Due to the recent developments globally on the COVID-19 outbreak and the subsequent drop in equity markets,
S&P Global Market Intelligence has carried out analysis on historical periods of duress (i.e. financial and health
crises and global recessions) and underlying factor/style performance using our Alpha Factor Library (AFL) tool on
the S&P Capital IQ platform.

Our AFL tool breaks styles out into 8 different categories Price Momentum, Historical Growth, Analyst

Expectations, Earnings Quality, Valuation, Capital Efficiency, Size and Volatility. We rank equities based on their

factor/style score and bucket equities into 5 equally weighted/market cap weighted quintiles.

Regime Monitor

Our regime analysis indicates that the capital efficiency style has historically outperformed in the Asian
Emerging/Developed Markets during a crisis, and is currently performing well when looking at the year-to-date
returns (long/short basis).

We segregated the APAC equities markets into two broad groups:

e APAC Developed Markets excluding Japan (Asia DM Ex Japan) which includes: Australia, Hong Kong,
New Zealand, Singapore and South Korea

e APAC Emerging Markets (Asia EM) which includes: China, India, Indonesia, Malaysia, Philippines, Taiwan
and Thailand
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AFL Style Analysis during Periods of Duress

Using the AFL regime monitor, we split the periods from April 1994 — December 2019 into two groups:

1. Shock periods which cover 4 financial crises, 4 health crises and 2 global recessions as outlined in table 1
2. Non-shock periods

We conduct backtests over the full date range as well as specifically for the shock periods to identify factors that
might have performed better during the crisis periods. These tests are done for the Asia DM Ex Japan and the
Asia EM markkets.

Table 1: List of crises covered in the shock periods

Start Date Stop Date Type Details

Oct 1997 Aug 1998 Financial Crisis Asian Financial Crisis?
Jan 1995 Mar 2000 Financial Crisis Internet Bubble?

Mar 2001 Oct 2001 Global Recession Y2K scare & 9/11°

Mar 2003 May 2003 Health Crisis SARS*

Jan 2008 Oct 2008 Financial Crisis Global Financial Crisis®
Jan 2008 Jun 2009 Global Recession Global Financial Crisis®
Jan 2009 Aug 2010 Health Crisis H1N1 Swine Flu’

May 2013 Nov 2013 Health Crisis MERS?

Jun 2015 Sep 2015 Financial Crisis China Equity Market Crash®
Jan 2016 Jul 2016 Health Crisis Zika Virus!©

Asia Developed Markets Ex Japan

The chart in Figure 1 plots the cumulative returns of the 8 style portfolios over the analysis period (1994-2019). Q1
(Quintile 1) contains the top 20 percent of stocks based on the respective style scores and Q5 (Quintile 5) contains
the bottom 20 percent. The portfolios are long Q1 and short Q5. The shock periods are represented as blue bars in
the chart. The lower section of Figure 1 contains the historical metrics for the shock periods.
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AFL Style Analysis during Periods of Duress

Figure 1 : Regime analysis for Asia DM Ex Japan from August 1994 - December 2019
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Source: S&P Global Market Intelligence as of 26 March, 2020. Charts are for illustrative purposes only.

As seen in the chart across the full history, valuation had the highest return followed by capital efficiency.
However during the shock periods, capital efficiency displays the most significant correlation (IC) as well the
highest Q1 hit rate. Hit rate indicates the percentage of the portfolio that has a positive active return, and the hit
rate for capital efficiency was 64%. Capital efficiency experienced the highest percentage of positive IC indicating

that 70% of the months in the shock periods displayed a positive correlation with forward returns.

The observation seems to be in line with the flight-to-safety psychology that investors generally prefer to be on the
defensive side, rewarding companies which are able to deploy their capital effectively and are showing earnings

persistence.
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What’s Working?

On the AFL’s what’s working section, we looked at the monthly returns of these styles over the last few months.

As seen in Figure 2, capital efficiency has the highest year-to-date as well as the highest month-to-date returns.

Figure 2 : What’s working for Asia DM Ex Japan

As of 3/24/2020
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Source: S&P Global Market Intelligence as of 26 March, 2020. Charts are for illustrative purposes only

Asia Emerging Markets

Similar to the developed markets story, valuation had the highest return followed by capital efficiency for the Asia
Emerging Markets universe.
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Figure 3: Regime analysis for Asia EM from January 1995 — December 2019
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Source: S&P Global Market Intelligence as of March 26th, 2020. Charts are for illustrative purposes only

During the shock periods, capital efficiency displays the most significant correlation (IC) as well the highest Q1 hit
rate. The capital efficiency hit rate was 65% and capital efficiency also had the highest percentage of positive IC

indicating that 70% of the months in the shock periods displayed a positive correlation with forward returns.

Using the what's working section, we looked at the monthly returns of these styles over the last few months. As

can be seen in Figure 4, analyst expectations followed by capital efficiency has the highest year-to-date returns.
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Figure 4 : What’s working for Asia EM

As of 2/24/2020
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Source: S&P Global Market Intelligence as of 26 March, 2020. Charts are for illustrative purposes only

Country Monitor

Using the AFL country monitor page, we can observe the individual countries performance and year-to-date
returns of the various styles. As seen in Figure 5, capital efficiency is in the top 2 styles for 8 out of 12 APAC
countries.

Copyright © 2020 by S&P Global Market Intelligence, a division of S&P Global Inc. All rights reserved

spglobal.com/marketintelligence



AFL Style Analysis during Periods of Duress

Figure 5: Country level style analysis for APAC countries
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Source: S&P Global Market Intelligence as of 26 March, 2020. Charts are for illustrative purposes only.

AFL - Daily Report

Using the AFL daily report page on the S&P Capital IQ platform, we can now drill into the equities in Asia that rank

highest on capital efficiency.
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Figure 6: Top stocks by capital efficiency for Asia DM Ex Japan
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AGL BSS7GPS 1.0 AGL Energy Limited 16.07 3.68% 10125.89 ASX Utilities Utilities

AD41830 6315054 1.0 InBody Co., Ltd. 15,600.00  (1.58%) 207508.74 KOSDAQ Health Care g:if:e?m Equipoantand
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Source: S&P Global Market Intelligence as of 26 March, 2020. Charts are for illustrative purposes only

Summary

One does need to keep in mind that in such a diverse APAC region, each country is experiencing different stages
of the COVID-19 crisis. Whilst China was the first impacted, others are still in various stages of containment and
lockdown, hence there may be a possibility that the capital markets of these countries have not fully priced-in the

current crisis.

Another market distortion may come in the form of governments and central banks actively intervening with
aggressive fiscal and monetary policies. These situations can be further analyzed on each individual country’s AFL

pages for deeper insights.

If the need to analyze custom equity portfolio for factor and style analysis arises, our Portfolio Analytics (PA) tool
will be able to support this kind of custom analysis. Please reach out to us if you have any questions and we can

navigate you through our AFL or PA solutions specific to your region or mandate.
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These materials have been prepared solely for information purposes based upon information generally available to
the public and from sources believed to be reliable. No content (including index data, ratings, credit-related
analyses and data, research, model, software or other application or output therefrom) or any part thereof
(Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a
database or retrieval system, without the prior written permission of S&P Global Market Intelligence or its affiliates
(collectively, S&P Global). The Content shall not be used for any unlawful or unauthorized purposes. S&P Global
and any third-party providers, (collectively S&P Global Parties) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Global Parties are not responsible for any errors or omissions,
regardless of the cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON
“AS IS” BASIS. S&P GLOBAL PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE
CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH
ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Global Parties be liable to any party
for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or
losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

S&P Global Market Intelligence’s opinions, quotes and credit-related and other analyses are statements of opinion
as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any
securities or to make any investment decisions, and do not address the suitability of any security. S&P Global
Market Intelligence may provide index data. Direct investment in an index is not possible. Exposure to an asset
class represented by an index is available through investable instruments based on that index. S&P Global Market
Intelligence assumes no obligation to update the Content following publication in any form or format. The Content
should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment and other business decisions. S&P Global keeps
certain activities of its divisions separate from each other in order to preserve the independence and objectivity of
their respective activities. As a result, certain divisions of S&P Global may have information that is not available to
other S&P Global divisions. S&P Global has established policies and procedures to maintain the confidentiality of
certain non-public information received in connection with each analytical process.

S&P Global may receive compensation for its ratings and certain analyses, normally from issuers or underwriters
of securities or from obligors. S&P Global reserves the right to disseminate its opinions and analyses. S&P
Global's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of
charge) and www.ratingsdirect.com (subscription), and may be distributed through other means, including via S&P
Global publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.
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