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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 FCls 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.

ITB Actual daily return vs. ITB Factor daily return - 2023-10-06 to 2024-10-07
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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.

ITB: Return Attribution (%) - 2024-01-01 to 2024-10-07
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ITB: Return Attribution (%) - Multiperiod Table
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4. Where does this recent factor drag stem from? FCls. USD TWI, forward growth
expectations (5s30s), rates, HY corporate credit and CB QT expectations have all been drags
for ITB over the last week.
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CB QT Expectations
CB Rate Expectations 0.16
Corporate Credit -0.54

DM FX -2.36
Economic Growth -0.08
Energy -0.13

Forward Growth Expectations
Inflation 0.06
Metals -0.06
Real Rates -0.12
Risk Aversion -0.64
10Y Yield -0.41

Total Fa-:tnrl -5.11




From propellers to drags: Indeed, for rates, 5s30s and USD TWI the factor returns have

switched from propellers to drags over the last Tmth

ITB: 10Y Yield Return Attribution - 2024-01-01 to 2024-10-07
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ITB: Forward Growth Expectations Return Attribution - 2024-01-01 to 2024-10-07
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ITB: DM FX Return Attribution - 2024-01-01 to 2024-10-07
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6. Sowhatis ITB most exposed to today? HY Credit, the dollar, real rates and it would prefer
bull curve steepening.

ITB: Factor Exposures - 2024-10-07
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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.

ITB: Factor Exposures - Sectors Comparison - 2024-10-07
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This document is being sent only to investment professionals (as that termis defined in article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) OrdeRSq005 (‘FPO”)) or
to persons to whomitwould otherwise be lawful to distribute it. Accordingly, persons who do not have professional experience in matters relating to investments should not rely on this document.
The information contained herein is for general guidance and information only and is subject to amendment or correction. This document is not directed to, or intended for distribution to or use
by, any person orentity who is a citizen orresident of or located in any locality, state, country or otherjurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation.

This documentis provided forinformation purposes only, isintended foryour use only, and does not constitute aninvitation or offer to subscribe for or purchase any securities, any product or any
service and neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document does not constitute any recommendation
regarding any securities, futures, derivatives or otherinvestment products. The information contained hereinis provided for informational and discussion purposes only and is not and, may not be
relied oninany manner as accounting, legal, tax, investment, regulatory or other advice.

Information and opinions presented in this document have been obtained or derived from sources believed to be reliable, but Quant Insight Limited (Qi) makes no representation as to their
accuracy or completeness orreliability and expressly disclaims any liability, including incidental or consequential damages arising from errorsin this publication. No reliance may be placed forany
purpose on the information and opinions contained in this document. No representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the
information or opinions contained in this document by any of Qi, its employees or affiliates and no liability is accepted by such persons for the accuracy or completeness of any such information
oropinions. Any data provided in this document indicating past performance is not a reliable indicator of future returns/performance. Nothing contained herein shall be relied upon as a promise
orrepresentation whether as to past or future performance.

This presentation s strictly confidential and may not be reproduced or redistributed inwhole or in part nor may its contents be disclosed to any other personunder any circumstances without the
express permission of Quant Insight Limited.



