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Here is a link to my latest on the ongoing issue of style timing and the very legitimacy of some of the factor strategies. To whet your
appetite, below is the abstract of the paper:

Arnott, Beck, Kalesnik, and West (2016) (ABKW) study smart beta or factor-based strategies and come to the following conclusions: (1)
Aside from value, most popular factor strategies currently look expensive. (2) These expensive factor valuations portend lower future
returns and a strong possibility of a future “factor crash” in which they go “horribly wrong.” And (3) many of these non-value factors were
never real to start with because their historical performance was due to factor richening. That is, researchers mistook the one-time returns
from factor richening for truly repeatable “structural alpha.” ABKW'’s implied bottom line (their many protestations to only making modest
recommendations aside): stick with value, dump the other factors. This essay elaborates on my response in Asness (2016). In summary:
(1) Ifind non-value factor valuations moderately expensive, but not as expensive as ABKW. (2) | argue that ABKW exaggerate the power of
factor timing by improperly using long-horizon regression techniques. More proper short-horizon regressions suggest some weak factor
timing ability and given this predictability, | construct value-based tactical factor timing strategies to test them. Unfortunately, these
strategies add little to portfolios that are already invested in the value factor. It turns out that this “newly” discovered timing tool is, yet
again, mostly just a version of regular old value investing. And (3) | examine ABKW's claim that factor richening drives much of non-value
long-term factor performance and find that this very serious allegation about other researchers’ work is totally without merit. Overall, these
results suggest that one should be wary of aggressive factor timing. Instead, we believe investors should identify factors they believe in,
and staying diversified across them, unless we see far more extreme pricing than we do today.

This docunent is not intended to, and does not relate specifically to any investrment strategy or product that AQR offers. It is being provided merely to provide a framew ork to assist
in the inplementation of an investor’'s own analysis and an investor’'s own view on the topic discussed herein.

This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or recontrendation to purchase
any securities or other financial instruments and may not be construed as such. The factual information set forth herein has been obtained or derived fromsources believed by the
author and AQR Capital Managerrent, LLC (*AQR) to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a
representation or warranty, express or inplied, as to the information’s accuracy or conpleteness, nor should the attached information serve as the basis of any investment decision.
This document is not to be reproduced or redistributed to any other person. The information set forth herein has been provided to you as secondary information and should not be
the primary source for any investrrent or allocation decision. Past performance is not a guarantee of future performance. Diversification does not eliminate the risk of experiencing
investrrent losses.

This material is not research and should not be treated as research. This paper does not represent valuation judgments with respect to any financial instrument, issuer, security or
sector that may be described or referenced herein and does not represent a formal or official view of AQR The views expressed reflect the current views as of the date hereof
and neither the author nor AQR undertakes to advise you of any changes in the views expressed herein.

The information contained herein is only as current as of the date indicated, and may be superseded by subsequent merket events or for other reasons. Charts and graphs provided
herein are for illustrative purposes only. The information in this presentation has been developed internally and/or obtained fromsources believed to be reliable; how ever, neither
AQR nor the author guarantees the accuracy, adequacy or conpleteness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in meking an investment or other decision. There can be no assurance that an investrrent strategy will be successful. Hstoric merket trends are not reliable indicators of

actual future market behavior or future performance of any particular investment w hich may differ materially, and should not be relied upon as such. Diversification does not


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2799441

eliminate the risk of experiencing investrrent losses.

The information in this paper may contain projections or other forw ard-looking statements regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different fromthat shown
here. The informetion in this docurrent, including statemments concerning financial merket trends, is based on current market conditions, w hich will fluctuate and may be superseded
by subsequent market events or for other reasons.
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