
 

 

Qi Sector Spotlight: ITB through the lens of Qi’s Macro Factor Equity Risk Model (MFERM)  

Homebuilders have delivered among the strongest returns over the last year of any US 
industry. Qi’s MFERM reveals the macro anatomy of the ITB Home Construction ETF and 
concludes the macro backdrop has now become a drag to performance. At the heart is 
whether FCIs have now seen their floor – thus far, ITB has been a beneficiary of a weaker 
dollar, lower real rates, tighter HY corporate credit and bull-curve steepening. 

1. If FCIs have seen their floor ITB is at risk of rolling over. Over the last 1yr, the ITB Home 
Construction ETF has delivered a 61% return – among the best across all US industry groups.  
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2. Macro matters for ITB – There is 62% correlation (39% RSq) between daily ITB returns and 
macro factor driven daily returns over the last year. 

 

3. Over the last week, the drag from macro factors has been particularly large. Qi’s MFERM 
model dissects the return of ITB into its macro factor & idiosyncratic / specific return 
components. Note the recent divergence between the spot return and factor return in the 
chart below. 

 

 

  



 

 

4. Where does this recent factor drag stem from? FCIs. USD TWI, forward growth 
expectations (5s30s), rates, HY corporate credit and CB QT expectations have all been drags 
for ITB over the last week.  

 

  



 

5. From propellers to drags: Indeed, for rates, 5s30s and USD TWI the factor returns have 
switched from propellers to drags over the last 1mth 

 

  



 

6. So what is ITB most exposed to today? HY Credit, the dollar, real rates and it would prefer 
bull curve steepening.  

 

7. Across industry groups ITB is among the most sensitive to real rates, DM FX and 
corporate credit: Notable, as wait for inflation numbers this week - a beat would be 
troublesome. 
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