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Factors: Defined ‘

* Factors are investment styles that deliver relatively higher returns over the long run. These risk
premiums don’t come for free, as factors can underperform in the short or even medium run
(“bad times”).

 Static factors like equities and bonds whose risk premiums are obtained by simply buying
assets (long-only positions).

* The superior returns to factors, on average, arise as they underperform during bad times,
sometimes dramatically.

* For most investors, Bad times matter more than good times: understanding the factor risks of a
portfolio is essential.
* Factor investing is:
* Fundamental investing: Applying classical investing principles.
* Robustly designed: Implementation process backed by robust statistical academic research.
e Systematically applied: Employing both qualitative and quantitative tools.
* Investing gurus like Warren Buffett, Ben Graham, Paul Tudor Jones, Stan Druckenmiller, Peter

Lynch, Rakesh Jhunjhunwala and many others applied certain styles of factor investing before
they were discovered and confirmed by academics.
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Factors: Rationale

Factor Behavioural/Risk-Based Rationales Who Is on the Other Side?
Value Over-extrapolation of past growth Multi-year return-chasers
Discomfort with old economy or old tech companies Investors attracted to glamor stocks
Distress risk Investors averse to some risks in value stocks
Momentum Underreaction to news Contrarians resisting the herd
Delayed overreaction to price trends Investors realizing gains or hanging on to losers
Disposition effect
Quality Leverage aversion/constraints Leverage-constrained or leverage-averse investors
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Lottery-seeking preferences

Under-appreciation of quality characteristics

Investors who prefer lottery-like upside
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Factors: Verified by Investors and Academics ‘
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CY 2025: Factors, Sectors & More
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Executive Summary: A “Value”able Year l

* Market: In 2025 leadership proved fragile, trends reversed quickly, and crowded exposures were tested

as markets shifted from momentum-driven optimism to valuation and discipline.

* Value: Value benefited from cyclical recovery, sector rotation, and valuation normalization, emerging as

the outperformer.

e Momentum: Momentum had a tough 2025. It struggled amid no clear trend emerging, frequent

rotations, with sharp drawdowns. It did catch up a bit towards the end of the year.

* Quality & Low Volatility: Protection over participation. Defensive factors did what they were meant to

do—Ilimit damage during drawdowns but lagged during rebounds.

* Factor Investing: Factors reflect underlying fundamentals of the market. It is a disciplined and systematic

way to apply time-tested investment principles.
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CY 2025 — Year in Review
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Q1

1.India's GDP growth came in at 6.2%
2.RBlI cut the repo rate by 25 bps to 6.25%
3.Trump rolled out “America First” tariffs
on China, Canada and Mexico

4.Indian equities saw a sharp correction,
led by mid and small caps
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Q2

1.Markets found a bottom in
April after the Q1 correction.
2.India—Pakistan tensions raised
regional risk perception
3.Trade-policy uncertainty under
Trump led to intermittent
volatility

4.US Fed held rates, reinforcing a
data-dependent policy outlook
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Q3

1. Strong IPO activity reflected elevated
domestic liquidity and risk appetite
2.US imposed sharply higher tariffs on
select Indian exports

3.US Fed delivered its first rate cut of
2025

4.GST Reform 2.0, including selective
cuts, supported consumption-linked
sectors
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Q4

1.India’s GDP growth came in at
8.2%

2.RBI and US Fed both cut rates
3.Gold and silver delivered strong
returns during the year

4. Markets turned stock-specific
as volatility eased into year-end

Nov Dec
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CY 2025 Factor Performance

* Value-Led Leadership — Factor performance in 2025
was dominated by Value, which delivered the
strongest returns and materially outperformed the
Market.

YTD 2025 Return

* Cyclical Risk Rewarded — Equal Weight and High

Value 30 Beta finished ahead of the benchmark, reflecting

Equal Weight periods of risk-on conditions.

High Beta 50 * Defensive Stability — Low Volatility lagged the

Market Market but provided steadier participation during
arKe

phases of elevated uncertainty.
Low Volatility 50 ) o
*  Muted Style Factors — Growth, Quality, and Dividend

Growth delivered modest returns, in a year where cyclicals
Quality 30 and industrials were rewarded.
Dividend

* Breakdown in Trend Leadership — Momentum and
Smallcap were the weakest performers, highlighting
how frequent leadership shifts and uneven breadth
challenged trend-driven and lower-liquidity
exposures.

Momentum 30

Smallcap 100 -5.6%

Chart: QED Capital « Source: Factor Investor Report « Created with Datawrapper
* Wide Factor Dispersion — The sharp divergence
between top-performing and lagging factors
reinforced the importance of diversification and
multi factor strategies.
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CY 2025 Sector Performance

Sector YTD 2025 Returns

[l Auto I Bank [l Chemicals Energy [ FMCG Infrastructure [JJIT [ Media Metal
Pharma [JJ Realty

Metal
Auto 23.45%
Financial Services 17.44%

Bank

Infrastructure

Chemicals

Energy 0.39%

FMCG -2.33% -

Pharma -2.94%

IT -12.58%
Realty -16.57%
Media -20.53%

Chart: QED Capital + Source: ACE Equity * Created with Datawrapper
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Uneven Market Leadership — Sector performance in 2025 showed clear
dispersion, with outcomes varying sharply across sectors rather than

reflecting broad-based strength.

Cyclical Strength — Metals and Auto, finished the year at the top of the

performance rankings. Metals carry forward that strength into CY 2026.

Financial Stability — Financials and Banks delivered steady returns,

supporting overall market breadth.

Moderate Mid-Tier Performance — Infrastructure and Chemicals delivered
modest gains, placing them in the middle of the sector performance

spectrum.
Muted Defensives — FMCG and Pharma underperformed over the year.

Flat Energy Performance — Energy ended the year largely unchanged,

failing to emerge as a clear leader.

Structural Laggards — IT, Realty, and Media remained among the weakest-

performing sectors.
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Factors — A longer term view
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Factors Create Alpha Over Time

Factor Excess Returns(2020 - 2025)
W vaiuve [l Momentum Quality Smallcap Low Volatility

41.1%

35.2% 35.6%
28.0%
20.6%
18.7%
16.7%
9.5% 9.1% 9.9% 10.5%
6.6%
39%
-0.4%
-1.7%
-4.4%

=10.7%-10.6%
-13.5%

-18.1%
31-Dec-20 31-Dec-21 30-Dec-22 29-Dec-23

15.1%

o
12.3% 11.29%

3.9% 4.3%

-156% -16.1%

31-Dec-24 31-Dec-25

* Long run: Factors deliver relatively higher returns over the long run. These risk premiums don’t come for free, as factors can

underperform in the short or even medium run (“bad times”)

* No Pain, No Premium: Superior returns to factors, on average, arise as they underperform during bad times.

e 2025 in Context — The uneven factor outcomes observed in 2025 reflect this dynamic. Except Value other factors underperformed

the market.
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Factor Correlation Matters
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Excess Return Correlations

Low Equal
Factor Value Momentum Quality Smallcap Volatility Growth Weight Dividend High Beta

Value 0.07%
Momentum 0.09%
Quality
Smallcap
Low Volatility
Growth

Equal Weight
Dividend

High Beta

Table: QED Gapital - Source: AE Eqity « Created with Datawrapper
Shared Market Exposure, Different Sensitivities — Factors respond differently to changes in economic conditions and market regimes,
even when operating within the same market environment..

Moderate Cross-Factor Correlation — The correlation matrix shows that most factors are neither tightly coupled nor fully independent.
This creates room for leadership to shift rather than persist.

Factor Premia Are Earned Through Underperformance — Superior long-term returns arise because factors tend to lag during
unfavourable regimes, requiring investors to bear interim drawdowns.

Discipline Is Required — Rotation Is a Feature, Not a Failure — Staying invested through weak phases is critical, as rotation is the process

that enables factor premia to compound over full cycles.
www.gedcap.com



Factor Leadership Rotates Regularly

Factor Leadership Across Calendar Year . .
*  Short-Term Unpredictability — Year-to-year factor

10 Year . . cos
Rank 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 Average leaderShlp IS hlghly unStabIe and drlven by Shlftlng
1 Value High Be"ta Momgmum Quality Size Value Value Size Value Momentum market reglmes'
(21.50%) (59.48%) (6.59%) (9.74%) (24.37%) (59.27%) (21.03%) (61.14%) (23.94%) (18.47%) (19.04%) ° Reglme-Dependent Outcomes _ Changes in macro,
M oivicend S Volity  vomdlity  Vomuiry  Momentum Size Value s Value liquidity, and risk appetite reshuffle factor winners
- DA (o5 (505 @osn  CH A (- . and laggards rather than follow a fixed pattern
3 I Wish) e (msen USROS U, * Long-Cycle Premia, Not Annual Signals — Ten-year
4 sael}l;:‘\t Value Dividend 5\?;;:1t Momentum High Beta E\".]el‘i'g:n Dividend Dividend I\:'Z\\’ziﬁlily 5‘3;;:,“ ranklngs ShOW that certain faCtor premla emerge
(5.40%) (30.66%) (1.82%) (2.69%) (18.83%) (35.52%) (6.36%) (42.13%) (16.66%) (8.81%) (13.75%) over full market cycles, but these are not
. . Low Momentum Equal Equal S vomentum LW Low predictable on an annual basis.
v y \_a'clatl\lty (-2.45%) Weight Weight (1.88%) (40.67%) Volatility \_/olat\ll}){ N - . . . .
(3.65%) (30.21%) : (1762%  (32.60%) : (13.10%) (13.71%) * Timing Risk of Concentration — Relying on a single

Low Low

factor increases timing risk due to leadership

instability across years.

Quality Quality Quality Growth Dividend | High Beta * Diversification as Robustness — Diversifying across

(23.76%) (-6.32%) (29.88%) (9.81%) (1.66%) (12.97%) . ] . .
factors improves portfolio resilience across regimes

rather than attempting to forecast yearly winner

High Bgla Dividend Size High Be-“‘[a Size High Beta * 2025 as conflrmatlon - The faCtor rOtatlons

(2.72%) 25270 R N (1547%) (13.80%) (4.26%) observed in 2025 are consistent with this broader

Table: QED Capital + Source: ACE Equity + Created with Datawrapper pattern Of Iimited Short-term predictability.

6 Quality il Dividend Dividend Dividend Quality

Weight . Volatility Volatility
(27.81%) (6.33%) (2.01%) (12.61%) (30.14%) (0.11%) (30.49%) (12.71%)

Quality Dividend
(2.94%) (13.64%)

Size
(-9.52%)

Value
(-21.31%)

Low
Volatility
(22.43%)

Equal
Weight
(26.13%)

Momentum ECIHES ZilE| Momentum Quality

o Weight Weight i
(-6.40%) (29.79%) (9.73%) (-5.11%) (12.53%)

a Quality
(-0.57%)

High Beta Value High Beta
(-28.41%) (-11.27%) (9.08%)
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5 Yr View — High Risk Led to High Returns

5 Years Risk Reward
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Positive Relationship — Over the past five years, higher
volatility has generally been associated with higher
returns.

Cyclical Risk Was Rewarded — Value, Small cap, and
High Beta delivered stronger absolute returns by
accepting materially higher volatility during favorable
market phases

Momentum as a Balanced Case — Momentum achieved
competitive returns without requiring extreme
volatility, indicating efficient risk usage.
Stability-Oriented Factors — Low Volatility, Dividend,
Quality, and Equal Weight clustered at lower risk levels,
prioritizing return stability over maximizing upside.
Core Insight —Returns improved with risk, but not all

risk was rewarded equally.
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15 Yr View — High Risk not equal to High Returns

15 Years Risk Reward

18.007% Momentum
16.00% Quality _

Low Volatility

Growth Market

smallcap
Value

10,00 Dividend A L

Returns

8008 Equal Weight

6,008
High Beta

4000
L

20085

0.00%
10.00% 15.00% 20005 25.00% 30.00% 35.00%
standard Deviation

*  Risk—Return Relationship Weakens Over Time — Over longer horizons, higher volatility does not consistently translate into higher returns.
. Risk Efficiency Matters More Than Risk Magnitude — Momentum delivered strong long-term returns without requiring extreme volatility,

indicating more efficient risk utilisation. High Beta exhibited the highest volatility but relatively weaker long-term returns, underscoring the

cost of assuming risk without durable return drivers.
*  Cyclical Factors Require Patience — Value and Smallcap benefited from long-term cyclical tailwinds but experienced significant drawdowns.
*  Lower-risk factors like Low Volatility delivered competitive outcomes relative to their volatility

*  Core Insight — Over full market cycles, consistent results come from how risk is managed, not simply how much risk is taken. Key risk is the

E D risk of underperformance or “bad times”.
Q www.gedcap.com
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About QED Capital

QE D www.gedcap.com

AAAAAAA



Investing Philosophy

Fundamental Investing Robustly Designed Systematically Applied

e Our approach to
achieving consistent,
sustainable
outcomes involves
utilizing robust
investing principles
and thorough
analysis.

QED

CAPITAL

e Proprietary

e Employing both
qualitative and
guantitative tools.

e Disciplined process

academic research that we have been

Create value through refining for more

portfolio than 10 years.

construction, risk e Continuous research
management, and on design, test, and
execution. improvement over
time.

implementation
process backed by
robust statistical

N
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India
Rajan Raju* Anish Telitt

January 2022

The Conservative Formula: Evidence from India

Rajan Raju* Anish Telif*

July 2022

ABSTRACT

We implement the Conservative Formula as outlined in Van Vliet and Blitz (2018) on data from In-
dian stock markets. It selects 100 liquid stocks based on three criteria: low realised volaility, high
net payout yield and strong price momentum. We demonstrate that this simple yet robust formula
exposes investors to key fact
ment factors) and momentum in India. The quarterly rebalanced portfolio of 100 stocks significantly
outperforms the S&P BSE 100 in absolute returns (by 12.6% pa compound) and risk-adjusted returns
We show the Conservative portfolio’s performance outperforms the S&P BSE 100 and the Speculative
portfolio over different b

like low volatility, quality (chrough operating profitability and invest-

The formula has been shown to work over long periods: in
US markets since 1920 and in other markets like Europe, Japan and Emerging Markets. Our paper
extends this evidence to India. The conservative formula uses three simple criteria that do not require
accounting data and, therefore, should appeal to a broad base of asset owners and managers in India

Keywords— Factors, Factor Investing, Conservative Formula, India
JEL Classification Codes C11, G12, C15
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Core Beliefs: Proprietary Research combined with Practitioner insights
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Conservative formula — A Globally working Mix of Factors
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The Conservative Formula: Evidence from India

Rajan Raju* Anish Telif?

July 2022

ABSTRACT

We implement the Conservative Formula as outlined in Van Vliet and Blitz (2018) on data from In-
dian stock markets. It selects 100 liquid stocks based on three criteria: low realised volatility, high
net payout yvield and strong price momentum. We demonstrate that this simple yet robust formula
exposes investors to key factors like low volatility, quality (through operating profitability and invest-
ment factors) and momentum in India. The quarterly rebalanced portfolio of 100 stocks significantly
outperforms the S&P BSE 100 in absolute returns (by 12.6% pa compound) and risk-adjusted returns.
We show the Conservative portfolio’s performance outperforms the S&P BSE 100 and the Speculative
portfolio over different business cycles. The formula has been shown to work over long periods: in
US markets since 1929 and in other markets like Europe, Japan and Emerging Markets. Our paper
extends this evidence to India. The conservative formula uses three simple criteria that do not require

accounting data and, therefore, should appeal to a broad base of asset owners and managers in India.

Aditya Birla Sun Life Mutual Fund gedcap.com



Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and any review, retransmission, circulation and any other use is strictly
prohibited. Persons into whose possession this document may come are required to observe these restrictions. This document is subject to changes without prior notice and is
intended only for the person or entity to which it is addressed to and may contain confidential information and/or privileged material. ® We are not soliciting any action based
upon this material. Neither QED Capital Advisors LLP (SEBI Registration No: INPO0O0005075), nor any person connected with it, accepts any liability arising from the use of this
document. The user assumes the entire risk of any use made of this information. e Past performance is not a guide for future performance. Investment in equities involves
substantial risk including permanent loss of capital (in whole or in part) and hence may not be suitable for all investors. ® This presentation has been prepared and issued on the
basis of internal data, publicly available information and other sources believed to be reliable. The information contained in this document is for general purposes only and not
a complete disclosure of every material fact and terms and conditions. The information / data herein alone is not sufficient and shouldn’t be used for the development or
implementation of an investment strategy. It should not be construed as investment advice to any party. All opinions, figures, charts/graphs, estimates and data included in this
presentation are as on date and are subject to change without notice. While utmost care has been exercised while preparing this document, QED Cap Advisors LLP (here-in-after
called “QED Cap”) does not warrant the completeness or accuracy of the information and disclaims all liabilities, losses and damages arising out of the use of this information.
The statements contained herein may include statements of future expectations and other forward-looking statements that are based on our current views and assumptions
and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such
statements. Readers shall be fully responsible / liable for any decision taken on the basis of this presentation. No part of this document may be duplicated in whole or in part in
any form and/or redistributed without prior written consent of QED Cap. Readers should before investing in the Scheme make their own investigation and seek appropriate
professional advice. ® Investments in Securities are subject to market and other risks and there is no assurance or guarantee that the objectives of any of the strategies of the
Portfolio Management Services will be achieved. ¢ Clients under Portfolio Management Services are not being offered any guaranteed/assured returns. e Past performance of
the Portfolio Manager does not indicate the future performance of any of the strategies. ¢ The name of the Strategies do not in any manner indicate their prospects or return.
The investments may not be suited to all categories of investors. ® The material is based upon information that we consider reliable, but we do not represent that it is accurate
or complete, and it should not be relied upon as such. ¢ Neither QED Cap, nor any person connected with it, accepts any liability arising from the use of this material. The
recipient of this material should rely on their investigations and take their own professional advice. ® Opinions, if any, expressed are our opinions as of the date of appearing on
this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. ® The Portfolio Manager is not responsible for any loss or shortfall resulting from the operation of the strategy. ¢ Recipient shall understand that the
aforementioned statements cannot disclose all the risks and characteristics. The recipient is requested to take into consideration all the risk factors including their financial
condition, suitability to risk return, etc. and take professional advice before investing. As with any investment in securities, the Value of the portfolio under management may go
up or down depending on the various factors and forces affecting the capital market. Disclosure Document shall be read carefully before executing the PMS agreement . e
Prospective investors and others are cautioned that any forward - looking statements are not predictions and may be subject to change without notice. ® For tax consequences,
each investor is advised to consult his / her own professional tax advisor. ® This document is not for public distribution and has been furnished solely for information and must
not be reproduced or redistributed to any other person QED Cap’s prior written consent. Persons into whose possession this document may come are required to observe these
restrictions. No part of this material may be duplicated in any form and/or redistributed without QED Cap’s prior written consent. e Distribution Restrictions — This material
should not be circulated in countries where restrictions exist on soliciting business from potential clients residing in such countries. Recipients of this material should inform
themselves about and observe any such restrictions. Recipients shall be solely liable for any liability incurred by them in this regard and will indemnify QED Cap for any liability
it may incur in this respect
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THANK YOU !

Connect with us on info@gedcap.com

QED Capital Advisors LLP
104, Rajan House, Appasaheb Marathe Marg,
Mumbai 400025, Maharashtra, India

+91 82916 41665 | info@gedcap.com  www.gedcap.com
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