
Current Market Environment 

Strong pro-growth sentiment in 2018 

U.S. Equities have soared and overall market valuation 

levels are high 
 

Growth has significantly outpaced value  
• Across market caps  

• Across geographies 

• And within a variety of sectors 
 

Russell 1000 Value vs Growth Performance 
January 1, 2018-September 30,  2018 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

 

Source: Russell 1000 Indices on the left; AQR, IBES, Xpressfeed and Compustat on the right. The chart on the right shows the number of positive and negative earnings surprises for value and growth companies, defined by stocks that score positive on AQR’s 
Hypothetical Global Valuation Theme (“Value”) and negative on the same theme (“Growth”). Surprises are measured relative to the median earnings surprise in the universe reported during that quarter. The date range is limited due to availability of proprietary 
earnings surprise data. For illustrative purposes only and not representative of an actual portfolio AQR currently manages. Hypothetical data has inherent limitations, some of which are disclosed in the back. Past performance is not a guarantee of future returns.  
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Outlook Going Forward 

Fundamentals drive market returns 

 

Strategy recovery can take many forms  
• Does not depend on a value comeback 

• Conversely, a value recovery may not 

lead to a strategy recovery 
 

The case for market-neutral strategies 

remains strong 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: AQR. Gross returns in USD for the AQR Global Stock Selection Strategy since inception (12/18/2000 – 9/30/2018). Gross performance does not reflect the deduction of  investment advisory fees. Past performance is not a guarantee of future returns.  

This information is subject to the GIPS compliant presentation for the AQR Global Stock Selection Composite. Please see important disclosures. 
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Q1 2018 Q2 2018 Q3 2018 

Growth 

Value 

+13.2% 

Strategy Performance 

Fundamental investment themes have 

been challenged   
 

Similar to 2017, expensive stocks significantly 
outperformed cheap ones 

• This outperformance accelerated in 2018 
 

What is different versus 2017 is the mix of positively-  
and negatively-performing themes: 

• Stocks favored by high-conviction  
investors underperformed 

• The other investment themes  
did not make up for the losses  

The combination of fundamental investment themes tends to lead 

to strong long-term results 
AQR Equity Market Neutral Strategy, November 1, 2014–September 30, 2018 

 

 

 

 

 

Source: AQR. Contributions to gross returns for the Equity Market Neutral Composite from 11/01/2014–9/30/2018. Performance shown is for a representative account and was selected based on asset size and  may not be fully representative of other equity market 
neutral portfolios AQR may manage. Performance figures herein represent unaudited estimates of realized and unrealized gains and losses prepared by AQR. Gross performance does not reflect the deduction of investment advisory fees. Attribution is subject to 
change at any time without notice. Diversification does not eliminate the risk of experiencing investment losses. This information is supplemental to the GIPS compliant presentation for the AQR Equity Market Neutral Composite. Please see important disclosures.  

AQR Stock Selection Strategies 
2018 Update – As of September 30, 2018 

  

For Current Investor Use Only 

Value Cheap 

Momentum Improving 

Quality Safe 

Sentiment Favored 
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Number of Positive and Negative Earnings Surprises:  

Value vs. Growth,  April 1, 2001- September 30, 2018 

Similar to history, Value 

companies had more 

positive surprises than 

growth companies 

AQR Global Stock Selection Strategy (GSS) Gross Performance vs. MSCI World 
December 18, 2000- September 30, 2018 

 

Despite market participants rewarding growth …  

 

Fundamentals for value companies have been as 

strong as they historically have been 

 

2018 



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 recommendation 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 from sources believed 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 implied, as to the information’s accuracy or 
completeness, nor should the attached information serve as the basis of any investment decision.  This document is intended exclusively for the use of the person to whom it has been 
delivered and it is not to be reproduced or redistributed to any other person.  

There is no guarantee, express or implied, that long-term return and/or volatility targets will be achieved.  Realized returns and/or volatility may come in higher or lower than expected. 
Actual performance figures contained herein reflect the reinvestment of dividends and all other earnings and represent unaudited estimates of realized and unrealized gains and losses 
prepared by AQR .  There is no guarantee as to the above information's accuracy or completeness. PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE PERFORMANCE. 
Diversification does not eliminate the risk of experiencing investment losses. 

Broad-based securities indices are unmanaged and are not subject to fees and expenses typically associated with managed accounts or investment funds. Investments cannot be made 
directly in an index. 

Hypothetical AQR Global Valuation Theme Backtest Description 
The AQR Global Valuation Theme Backtest utilizes the full set of underlying factors that compose the Valuation theme within AQR’s Global Stock Selection strategy to evaluate stocks 
and create a long-short, market-neutral and industry-neutral equity portfolio based exclusively on these signals. The Valuation Theme is designed to capture the tendency for relatively 
cheap assets to outperform relatively expensive ones. Backtest returns are gross of advisory fees and transaction costs from January 30, 2004 – September 30, 2018. The backtest 
utilizes a monthly rebalancing schedule and targets 7% annual volatility. The investment universe includes a broad subset of liquid tradeable large and mid cap stocks within global 
developed markets, similar to the MSCI World Index. The risk model used is the Barra Developed Equity Risk Model (BIMDEV_noCURR_301L).  

The Russell 1000 Value Index measures the performance of the large-cap value segment of the U.S. equity universe. It includes those Russell 1000 companies with lower price-to-book 
ratios and lower expected growth values. The index is unmanaged, includes the reinvestment of dividends and cannot be purchased directly by investors. 

The Russell 1000 Growth Index measures the performance of the large-cap growth segment of the U.S. equity universe. It includes those Russell 1000 companies with higher price-to-
book ratios and higher forecasted growth values. The index is unmanaged and cannot be purchased directly by investors. 

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH, BUT NOT ALL, ARE DESCRIBED HEREIN. NO REPRESENTATION IS 
BEING MADE THAT ANY FUND OR ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN HEREIN. IN FACT, THERE ARE 
FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY REALIZED BY ANY PARTICULAR 
TRADING PROGRAM. ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF 
HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR 
THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING PROGRAM IN 
SPITE OF TRADING LOSSES ARE MATERIAL POINTS THAT CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO 
THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF 
HYPOTHETICAL PERFORMANCE RESULTS, ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS. The hypothetical performance results contained herein 
represent the application of the quantitative models as currently in effect on the date first written above and there can be no assurance that the models will remain the same in the future 
or that an application of the current models in the future will produce similar results because the relevant market and economic conditions that prevailed during the hypothetical 
performance period will not necessarily recur. Discounting factors may be applied to reduce suspected anomalies. This backtest’s return, for this period, may vary depending on the date 
it is run. Hypothetical performance results are presented for illustrative purposes only. In addition, our transaction cost assumptions utilized in backtests, where noted, are based on AQR 
Capital Management, LLC’s, (“AQR”)’s historical realized transaction costs and market data. Certain of the assumptions have been made for modeling purposes and are unlikely to be 
realized. No representation or warranty is made as to the reasonableness of the assumptions made or that all assumptions used in achieving the returns have been stated or fully 
considered. Changes in the assumptions may have a material impact on the hypothetical returns presented. Actual advisory fees for products offering this strategy may vary.  

Gross performance results do not reflect the deduction of investment advisory fees, which would reduce an investor’s actual return. For example, assume that $1 million is invested in an 
account with the Firm, and this account achieves a 10% compounded annualized return, gross of fees, for five years. At the end of five years that account would grow to $1,610,510 
before the deduction of management fees. Assuming management fees of 1.00% per year are deducted monthly from the account, the value of the account at the end of five years would 
be $1,532,886 and the annualized rate of return would be 8.92%. For a 10-year period, the ending dollar values before and after fees would be $2,593,742 and $2,349,739, respectively.  
AQR’s asset based fees may range up to 2.85% of assets under management, and are generally billed monthly or quarterly at the commencement of the calendar month or quarter 
during which AQR will perform the services to which the fees relate.  Where applicable, performance fees are generally equal to 20% of net realized and unrealized profits each year, 
after restoration of any losses carried forward from prior years. In addition, AQR funds incur expenses (including start-up, legal, accounting, audit, administrative and regulatory 
expenses) and may have redemption or withdrawal charges up to 2% based on gross redemption or withdrawal proceeds. Please refer to AQR’s ADV Part 2A for more information on 
fees. Consultants supplied with gross results are to use this data in accordance with SEC, CFTC, NFA or the applicable jurisdiction’s guidelines.  

There is a risk of substantial loss associated with trading commodities, futures, options and leverage. Before investing carefully consider your financial position and risk tolerance to 
determine if the proposed trading style is appropriate. Investors should realize that when engaging in leverage, trading futures, commodities and/or granting/writing options one could lose 
the full balance of their account. It is also possible to lose more than the initial deposit when engaging in leverage, trading futures and/or granting/writing options. All funds committed 
should be purely risk capital. 

AQR Capital Management, LLC is exempt from the requirement to hold an Australian Financial Services License under the Corporations Act  2001 (Cth).  AQR Capital Management, LLC 
is regulated by the Securities and Exchange Commission ("SEC") under United States of America laws, which differ from Australian laws.  Please note that this document has been 
prepared in accordance with SEC requirements and not Australian laws.  

Canadian recipients of fund information: These materials are provided by AQR Capital Management (Canada), LLC, Canadian placement agent for the AQR funds. 

This presentation may not be copied, reproduced, republished, posted, transmitted, disclosed, distributed or disseminated, in whole or in part, in any way without the prior written consent 
of AQR Capital Management (Asia) Limited (together with its affiliates, “AQR”) or as required by applicable law.   

This presentation and the information contained herein are for educational and  informational purposes only and do not constitute and should not be construed as an offering of advisory 
services or as an invitation, inducement or offer to sell or solicitation of an offer to buy any securities, related financial instruments or financial products in any jurisdiction.  

Investments described herein will involve significant risk factors which will be set out in the offering documents for such investments and are not described in this presentation. The 
information in this presentation is general only and you should refer to the final private information memorandum for complete information. To the extent of any conflict between this 
presentation and the private information memorandum, the private information memorandum shall prevail. 

The contents of this presentation have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution and if you are in any doubt about any of the 
contents of this presentation, you should obtain independent professional advice. 

The information set forth herein has been prepared and issued by AQR Capital Management (Europe) LLP, a U.K. limited liability partnership with its registered office at Charles House 5-
11 Regent St. London, SW1Y 4LR, which is authorized by the U.K. Financial Conduct Authority (“FCA”) .This [factsheet/presentation] is a financial promotion and has been approved by 
AQR Capital Management (Europe) LLP. 
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