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Style # of signal factors Sample Components 

Analyst 

Expectation  
11 

- Earnings & Sales Forecast 

- Earnings Surprise 

- Analyst Diffusion 

- Analyst Revision 

Capital Efficiency 10 

- Return on Equity & Capital 

- Leverage & Interest Coverage  

- Issuance & Buybacks 

Earnings 

Quality 
25 

- Balance Sheet Accruals 

- Working Capital & Asset Turnover 

- Capital Expenditure and R&D Intensity 

- Margins, Payout Ratio 

Historical Growth 31 

- 1 & 3-year growth of 

- Operating & Free Cash Flow 

- Earnings 

- Margins 

Price Momentum 17 

- 1, 6, 9 & 12-Month Price Momentum  

- Technical indicators over various time frames,  

including MACD, RSI, Slope, 52 Week High/Low 

Size 2 - Log of Market Cap. & Sales 

Valuation 25 

- Reported & Forward Earnings Yield  

- Dividend Yield 

- Book to Price  

- Sales, EBITDA & Cash Flow to Enterprise Value 

- Inverse PEGY 

Volatility 7 

- Realized volatility  

- CAPM Beta  

- Distance from High to Low (1 & 12 months)  

- Trading Volume 



 



 

 

Sector Industry Group (Subsector) Market Cap



 

Group Name Definition (GICS Map Name and 

Corresponding Code)

Market Cap

                                                 
1
 See Pg 60 in Grinold and Kahn (1999) 



 

 PORTFOLIO Group 

1 S&P/TSX 60 TSX 

2 S&P/TSX Completion TSX 

3 S&P/TSX Composite TSX 

4 S&P/TSX SmallCap  TSX 

5 Test – SmallCap  Test 

6 Test – LargeCap Test 



 

 

 

 



 

 

Portfolio 
Bias Statistics 

Canada Global 

S&P/TSX 60 1.032 0.972 

S&P/TSX Completion 0.964 0.958 

S&P/TSX Composite 1.014 0.954 

S&P/TSX SmallCap  1.015 0.979 

Test – SmallCap  1.004 0.958 

Test – LargeCap 0.970 0.946 

 Loss Function 

(t-statistic) 

Portfolio 
MSE MAE 

S&P/TSX 60 0.683 3.780 

S&P/TSX Completion 1.004 2.438 

S&P/TSX Composite 0.779 3.882 

S&P/TSX SmallCap  1.115 2.133 

Test – SmallCap  0.451 2.835 

Test – LargeCap 1.462 3.799 

                                                 
2
 For the global model (base currency USD) we turned off translation risk and measured everything in local 

currency which is CAD for the stocks in the test portfolios to make a fair comparison. 



 

              

 

Portfolio Equal Weighted Constituents 

Banks 

BANK OF MONTREAL 

ROYAL BANK OF CANADA 

TORONTO DOMINION BANK 

BANK OF NOVA SCOTIA 

Oil and Gas Exploration 

NEXEN INC 

CANADIAN NATURAL RESOURCES 

ENCANA CORP 

TALISMAN ENERGY INC 

Real Estate 

H&R REAL ESTATE INVT TR 

BROOKFIELD ASSET MANAGEMENT(BAM.A) 

BROOKFIELD OFFICE PPTYS INC 

BROOKFIELD ASSET MANAGEMENT (BAM.PC) 

Utilities 

BROOKFIELD RNWBL ENERGY 

CANADIAN UTILITIES (CU.X) 

FORTIS INC 

CANADIAN UTILITIES (CU.) 
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Exposure Concentration Value 

Industry 
Canada Global 

Bank 79.2% 27.1% 

Oil and Gas Exploration 68.6% 57.0% 

Real Estate 90.0% 59.4% 

Utilities 94.8% 47.5% 
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