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The information set forth herein has been obtained or derived from sources believed by AQR Capital Management, LLC (“AQR”) to be reliable. However, AQR does not make any 
representation or warranty, express or implied, as to the information’s accuracy or completeness, nor does AQR recommend that the attached information serve as the basis of any 
investment decision. 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. This document is intended exclusively for the use of the person to whom it has been delivered 
by AQR and it is not to be reproduced or redistributed to any other person. Please refer to the Appendix for more information on risks and fees. For one-on-one presentation use only. 
Past performance is not a reliable indicator of future performance.  

This presentation is not research and should not be treated as research. This presentation 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 speaker nor AQR undertakes to advise you of any changes in the views expressed herein. It should not 
be assumed that the speaker or AQR will make investment recommendations in the future that are consistent with the views expressed herein, or use any or all of the techniques or 
methods of analysis described herein in managing client accounts. AQR and its affiliates may have positions (long or short) or engage in securities transactions that are not consistent with 
the information and views expressed in this presentation. 

The information contained herein is only as current as of the date indicated, and may be superseded by subsequent market events or for other reasons.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 from sources believed to be reliable; however, neither AQR nor the 
speaker guarantees the accuracy, adequacy or completeness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in 
making an investment or other decision. 

There can be no assurance that an investment strategy will be successful. Historic market trends are not reliable indicators of actual future market behavior or future performance of any 
particular investment which may differ materially, and should not be relied upon as such. Target allocations contained herein are subject to change. There is no assurance that the target 
allocations will be achieved, and actual allocations may be significantly different than that shown here. This presentation should not be viewed as a current or past recommendation or a 
solicitation of an offer to buy or sell any securities or to adopt any investment strategy. 

The information in this presentation may contain projections or other forward‐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 from that shown here. 
The information in this presentation, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded by 
subsequent market events or for other reasons. Performance of all cited indices is calculated on a total return basis with dividends reinvested. 

The investment strategy and themes discussed herein may be unsuitable for investors depending on their specific investment objectives and financial situation. Please note that changes in 
the rate of exchange of a currency may affect the value, price or income of an investment adversely. 

Neither AQR nor the speaker assumes any duty to, nor undertakes to update forward looking statements. No representation or warranty, express or implied, is made or given by or on 
behalf of AQR, the speaker or any other person as to the accuracy and completeness or fairness of the information contained in this presentation, and no responsibility or liability is 
accepted for any such information. By accepting this presentation in its entirety, the recipient acknowledges its understanding and acceptance of the foregoing statement. 

There is a risk of substantial loss associated with trading commodities, futures, options, derivatives and other financial instruments.  Before trading, investors should carefully consider their 
financial position and risk tolerance to determine if the proposed trading style is appropriate.  Investors should realize that when trading futures, commodities, options, derivatives and other 
financial instruments one could lose the full balance of their account.  It is also possible to lose more than the initial deposit when trading derivatives or using leverage.  All funds committed 
to such a trading strategy should be purely risk capital. 
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We’ve Been Doing Value Investing for a Really Long Time
And we have data for way longer

3Source: AQR. For illustrative purposes only.



Value Investing in a Nutshell
There are bells and whistles when we do it, but this is the general idea

Source: AQR. For illustrative purposes only and not representative of any portfolio that AQR currently manages. 4
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Value has seen a lot:

• Railroads

• The Civil War

• The light bulb

• Airplanes 

• The 1920s (with its own tech bubble!)

• The Great Depression

• The 1950s (e.g., rural electrification)

• The Internet Age

• Eight seasons of Full House

• Fuller House

Systematic value—measured in many ways—has struggled for a long time

5

*Source of chart: Two Century Investments (https://www.twocenturies.com/blog/2020/5/11/value-investing-even-deeper-history). Time period based on availability of data. For 
illustrative purposes only and not representative of any portfolio that AQR currently manages. All hypothetical returns are gross of fees and transaction costs. No representation is being 
made that any investment will achieve performance similar to that shown. Hypothetical data has inherent limitations, some of which are disclosed in the Appendix. Please see the 
Appendix for the universe and methodology used to construct the HML Devil backtest. Please read important disclosures in the Appendix. 

Long-Term “Good” Strategies Aren’t Immune from Bad Times

Value Premium in US Stocks
January 1825 – March 31, 2020
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Worst drawdown in 

the last 100 years

(AQR survived 

most of this fine!)
Goetzmann:

1825–1871

Cowles:

1871–1927

Fama-French:

1927–2020

https://www.twocenturies.com/blog/2020/5/11/value-investing-even-deeper-history


It does not depend on getting big events or trends right

It does not depend on having perfect accounting information

It does not require a lack of technological change over time

It does not require a lack of super-large firms with monopoly power

It simply needs investors to net overreact to whatever the situation

Focusing here on just the behavioral perspective

6Source: AQR 

Clearing Up Some of the Confusion for Why Value Works



Is there something about the current environment that makes value no longer viable as a strategy?

One common concern is that some traditional measures are no longer valid

Or even worse, all traditional measures are broken because we live in a monopolistic, winner-take-all 

economic environment

Perhaps the flows into index funds are driving all this and will do so forever? 

Perhaps the rise of systematic strategies chasing the same value premia has caused them to be 

arbitraged away?

Perhaps low interest rates justify value’s destruction?*

These aren’t usually tested, but they are testable

Is this time truly different? 

7

So, Is Value Dead? 

*See Maloney and Moskowitz (2020). 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3608155


How expensive is expensive versus cheap?

8Source: AQR. For illustrative purposes only and not representative of any portfolio that AQR currently manages.

The Value Spread

By definition, expensive stocks are more expensive than cheap stocks 

But there are times when the difference between expensive and cheap gets crazy (technical term)

Such times can be very painful to get to, but may be particularly attractive for value going forward

1. Take a universe

of Stocks

2. Sort them by 

valuation

3. Calculate the ratio of valuations

Market

Growth

(Expensive)

𝑉𝑎𝑙𝑢𝑎𝑡𝑖𝑜𝑛 𝑜𝑓 𝑬𝒙𝒑𝒆𝒏𝒔𝒊𝒗𝒆 𝑺𝒕𝒐𝒄𝒌𝒔

𝑉𝑎𝑙𝑢𝑎𝑡𝑖𝑜𝑛 𝑜𝑓 𝑪𝒉𝒆𝒂𝒑 𝑺𝒕𝒐𝒄𝒌𝒔
= “Value Spread”

Value

(Cheap)



Using standard academic construction of value (see Asness, Friedman, Krail, and Liew (2000)), June 30, 

2020 is at the 96th percentile compared to pre-2020 highs

Price-to-Book Spread, U.S. Academic Style Portfolio
January 31, 1974 – June 30, 2020

9

Source: AQR, CRSP, XPressFeed, IBES. This chart uses a price-to-book measure of value for both the portfolio and spread that uses the most up-to-date accounting data (rather than 
lagged accounting data found in standard academic value measures) and standard academic portfolio construction. Please see Appendix for more detail on data and assumptions. For 
illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent limitations, some of which are disclosed in the Appendix.

Starting with a simple version of value 

Value Spreads: How Expensive Is Expensive Versus Cheap?
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Getting closer to how systematic managers actually implement value strategies we find a similar pattern

Price-to-Book Spread, U.S. Large-Cap Composite Industry-Neutral* Value Portfolio
December 31, 1981 – June 30, 2020

10

*Removing the industry bet is not new stuff for us – the first draft of this paper was 1994. 

Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a composite portfolio based on a composite of four underlying value measures Price-to-book, Price-to-sales, Price-to-
Earnings (trailing) and Price-to-Earnings (forecast). The spread is a ratio spread. Please see Appendix for more detail on data and construction. For illustrative purposes only and not 
representative of any portfolio that AQR currently manages. Hypothetical data has inherent limitations, some of which are disclosed in the Appendix.

Let’s do this analysis in a way that’s far more realistic

The Academic Approach Can Be Improved
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Various Value Spreads, U.S. Large-Cap Composite Industry-Neutral Value Portfolio
Comparing June 30, 2020 to pre-2020 highs*
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*Pre-2020 history is December 31, 1981 – December 31, 2019.

Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a composite portfolio based on a composite of four underlying value measures Price-to-book, Price-to-sales, Price-to-
Earnings (trailing) and Price-to-Earnings (forecast). The spread is a ratio spread using the noted spread measure. Price-to-sales uses sales-to-enterprise value (since sales comes 
before interest payments in the income statement), Price-to-Earnings (trailing) is one-year trailing PE ratio. Price-to-Earnings (forecast) is a blend of one- and two-year forecasts 
weighted to average a year out. The composite spread is an average of the z-scores of the five individual value measures. Please see Appendix for more detail on data and 
construction. For illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent limitations, some of which are disclosed 
in the Appendix.

Excruciating to get to, but pretty good to be at

Other Versions of Value Tell a Similar Story

Value Spread Measure Current Percentile

(Current – Median) / 

(Max – Median) Current STD Event

Price-to-Book 100% 74% +3.6

Price-to-Sales 98% 74% +2.4

Price-to-Earnings (trailing) 98% 81% +2.6

Price-to-Earnings (forecast) 100% 98% +3.1

Price-to-Free Cash Flow 100% 91% +3.1

Composite 100% 100% +3.3



Composite Value Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio
December 31, 1981 – June 30, 2020

12

Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a composite portfolio based on a composite of four underlying value measures Price-to-book, Price-to-sales, Price-to-
Earnings (trailing) and Price-to-Earnings (forecast). The spread is a ratio spread. The composite spread is an average of the z-scores of the five individual value measures. Please see 
Appendix for more detail on data and construction. For illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent 
limitations, some of which are disclosed in the Appendix.

Looking at the full composite

Putting It All Together
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Note, some of the stories for value’s demise, like a “winner-take-all economy,” seem more applicable to the 

U.S. than ex-U.S.

Composite Value Spread, Global Composite Industry-Neutral Value Portfolio
December 31, 1981 – June 30, 2020

13

Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a global composite portfolio based on a composite of four underlying value measures Price-to-book, Price-to-sales, Price-
to-Earnings (trailing) and Price-to-Earnings (forecast). The spread is a ratio spread. The composite spread is an average of the z-scores of the five individual value measures. Please 
see Appendix for more detail on data and construction. For illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent 
limitations, some of which are disclosed in the Appendix.

The pattern persists when expanding to a global universe

And, as an Aside, It’s Not Just the U.S.
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Some people claim companies like the “MAGFANTs” mean traditional ways of value don’t apply anymore

We can test this directly by excluding certain companies from our analysis

Is the winner-take-all environment behind this? 

14Source: AQR. For illustrative purposes only and not representative of any portfolio that AQR currently manages.

Going Back to the U.S., Testing the Monopoly Story

1a. Take a universe

of Stocks

1b. Exclude certain 

ones

2. Sort remaining 

by valuation

3. Calculate the ratio of valuations

Market
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Rest of Market

Growth

(Expensive)
𝑉𝑎𝑙𝑢𝑎𝑡𝑖𝑜𝑛 𝑜𝑓 𝑬𝒙𝒑𝒆𝒏𝒔𝒊𝒗𝒆 𝑺𝒕𝒐𝒄𝒌𝒔

𝑉𝑎𝑙𝑢𝑎𝑡𝑖𝑜𝑛 𝑜𝑓 𝑪𝒉𝒆𝒂𝒑 𝑺𝒕𝒐𝒄𝒌𝒔
Value

(Cheap)



Now, only looking at the composite measure, but doing “winner-take-all” removals

Excluding all the potential bad boys changes absolutely nothing

Value Spreads, U.S. Large-Cap Composite Industry-Neutral Value Portfolio
Comparing June 30, 2020 to pre-2020 highs*

15

Notes: For “Remove TMT”, we remove five industries consistently through time. They are GICS code 4510 (Software & Services), 4520 (Technology Hardware & Equipment), 4530 
(Semiconductors & Semiconductor Equipment), 5010 (Telecommunication Services), and 5020 (Media & Entertainment). Today these would remove Apple, Facebook, Google, 
Microsoft, and Netflix from our representative list of potential “monopoly” growth stocks. We’ve also tried only tossing out tech and the results are extremely similar. “Remove 
Megacaps” removes the 5% largest stocks within each industry at all times (today these include Amazon, Apple, Google, Microsoft, or Tesla). If instead of removing the 5% biggest 
mega-caps we removed the 10% of the companies with the largest sales you get even cheaper readings today versus history. “Remove Most Expensive Stocks” systematically 
removes the 10% most expensive stocks within each industry from the universe. Today this would remove three of our seven MAGFANT stocks (it removes Apple, Netflix, and Tesla; 
but not Facebook, Google, Amazon or Microsoft). 

* Pre-2020 history is December 31, 1981 – December 31, 2019. 

Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a global composite portfolio based on a composite of four underlying value measures Price-to-book, Price-to-sales, Price-
to-Earnings (trailing) and Price-to-Earnings (forecast). The spread is a ratio spread. The composite spread is an average of the z-scores of the five individual value measures. Please 
see Appendix for more detail on data and construction. For illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent 
limitations, some of which are disclosed in the Appendix.

Taking out certain stocks doesn’t matter a drop

Testing the Monopoly Story

What’s Removed Current Percentile

(Current – Median) / 

(Max – Median) Current STD Event

Nothing Removed 100% 100% +3.3

Remove Tech / Media / Telecom Industries 100% 92% +3.3

Remove 5% Mega-Caps 100% 97% +3.3

Remove 10% Most Expensive Stocks 99% 75% +2.8
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Value is a great long-term strategy (IMHUO*), but usually means buying stocks that are in worse current shape

Today, differences in quality between cheap and expensive companies are within their normal range

Gross Profitability, Return-on-Assets, Gross Margin, and Realized 5yr Earnings Growth,

U.S. Large-Cap Composite Industry-Neutral Value Portfolio
December 31, 1981 – June 30, 2020**

16

Fundamentals don’t suggest anything abnormal

Maybe Cheap Stocks Deserve to Be Really Cheap?
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*In My Humble and of course Unbiased Opinion.

**5yr Earnings Growth starts December 31, 1989.

Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a composite of four underlying value measures: Price-to-book, Price-to-sales, Price-to-Earnings (trailing) and Price-to-

Earnings (forecast). The spreads are difference spreads. ROA is return on assets (net income/average assets between this period and previous period); GPOA is gross 
profits/assets; Gross Margin is gross profits/sales; 5yr Earnings Growth is realized 5-year EPS growth. Please see Appendix for more detail on data and construction. For 
illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent limitations, some of which are disclosed in the Appendix.
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Returns are not solely driven by value spreads, but all else equal, consider four potential paths  

• Quick reversion: Value does well, but quick regime shift may be difficult for Momentum 

• Slower reversion: Value does well and Momentum has time to adjust, potentially simultaneous gains

• No reversion: Possible sustained attractive environment for Value due to higher yields

• Spreads widen: Things get worse before they get better, but eventually spreads must revert

Composite Value Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio
December 31, 1981 – June 30, 2020
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Source: AQR, CRSP, XPressFeed, IBES. The portfolio here is a global composite portfolio based on a composite of four underlying value measures Price-to-book, Price-to-sales, Price-
to-Earnings (trailing) and Price-to-Earnings (forecast). The spread is a ratio spread. The composite spread is an average of the z-scores of the five individual value measures. Please 
see Appendix for more detail on data and construction. For illustrative purposes only and not representative of any portfolio that AQR currently manages. Hypothetical data has inherent 
limitations, some of which are disclosed in the Appendix.

We strongly believe reversion is ahead, though it is hard to predict timing

What Can We Expect Going Forward?
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Appendix



19

For the Price-to-Book Haters

Ironically, if you measure value with more noise you do better (less bad) when real value has its terrible 

period

Hypothetical U.S. Valuation Metrics, 2000-2020
Sorted by Hypothetical Gross Annual Performance

Source: AQR. For illustrative purposes only and not representative of an actual portfolio AQR currently manages. Hypothetical AQR U.S. Valuation Theme return data indicative of 
gross USD returns for a long-short, market neutral implementation of the theme from 1/1/2000 – 7/31/2020. “Long Term Average” reflects the average of this data from 1/1/1990 –
7/31/2020. Gross performance does not reflect the deduction of investment advisory fees. Hypothetical data has inherent limitations, some of which are disclosed in the Appendix. A full 
description of the Hypothetical AQR US Valuation Theme Backtest methodology is included in the Appendix.
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The discount for value stocks is wider than we’ve ever seen

• It’s not because of book-to-price

• It’s not a mega-cap thing

• It’s not a TMT thing

• It’s not an expensive stock thing (if anything, the cheap stock side might be the bigger story)

• It’s not because cheap companies have fundamentals that are worse than usual

• And from my colleagues, it’s not an interest rate thing*

Investors are simply paying way more than usual for stocks they love versus the ones they hate  

Looking ahead

• Timing is really, really hard – in most states of the world we’ve called it an “investing sin.” But we’ve never said never sin, 

we’ve said to sin a little at true extremes

• Fast or slow? Could systematic value come back very quickly over a few months, or slowly over a few years? We don’t 

know (though we have a preference)

• Conviction: We think the medium-term odds are now, rather dramatically, on the side of value, with no other period in the 

50+ year history matching today

• The pain at times, and the timing difficulty, is likely why it doesn’t get arbitraged away

• This is when long-term investors stick with or add to value (like I did – too early of course!)

“Are we there yet?”

20

*See Maloney and Moskowitz (2020).

Source: AQR. For illustrative purposes only.

Summary

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3608155


Construction of Portfolios and Spreads

Source: AQR, CRSP, XPressFeed, IBES.

Price-to-Book Spread, U.S. Academic Style Portfolio

This is a U.S. all-cap universe that combines the NYSE, AMEX and NASDAQ. This chart uses a price-to-book measure of value for both the portfolio and spread that uses the most recent month’s 

price as well as up-to-date accounting data (rather than lagged accounting data found in standard academic value measures) and standard academic portfolio construction (non-industry-neutral). The 

long side of each portfolio includes the best (cheapest) 30%, while the short side includes the worse (richest) 30%. The long and short sides are market-cap weighted. The value spreads uses the 

book-to-price of these book-to-price portfolios. 

Price-to-Book Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio

This is a U.S. large-cap-only universe from the union of the Russell 1000, MSCI U.S, S&P 500 and S&P 400. The portfolio combines four factors: book-to-price (BP), trailing-earnings-to-price (EP), 

forward-earnings-to-price (FEP) and sales-to-enterprise-value (SEV), at weights of a third, a sixth, a sixth and a third respectively (the idea being to assign equal weight to book value, earnings, and 

sales, and the earnings raw weights are lower as they’re really two correlated versions of the same idea). Each of these four value measures is adjusted for cash and short-term investments, and 

each factor is built to be industry neutral and dollar-neutral by using within-industry value scores. The industry classification is based on MSCI GICS industry codes. Stocks are weighted 

proportionately to these value scores.

Composite Value Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio

This is the same portfolio as described in “Price-to-Book Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio” but with a composite measure for spread rather than just BP: This 

spread is computed using BP, SP, EP, FEP and CF/P. Take the z-scores of each series. Take the simple average across the five measures to form the composite value spread. The numbers on the 

y-axis of the graph are z-scores.

Various Value Spreads, U.S. Large-Cap Composite Industry-Neutral Value Portfolio

This is the same portfolio as described in “Price-to-Book Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio” but with various measures for spread rather than just BP: Price-to-sales 

uses sales-to-enterprise value (since sales comes before interest payments in the income statement), Price-to-Earnings (trailing) is one-year trailing PE ratio. Price-to-Earnings (forecast) is a blend of 

one- and two-year forecasts weighted to average a year out. The composite spread is an average of the z-scores of the five individual value measures. This spread is computed using BP, SP, EP, 

FEP and CF/P. Take the z-scores of each series. Take the simple average across the five measures to form the composite value spread. The numbers on the y-axis of the graph are z-scores.

Gross Profitability, Return-on-Assets, Gross Margin, and Realized 5yr Earnings Growth, U.S. Large-Cap Composite Industry-Neutral Value Portfolio

This is the same portfolio as described in “Price-to-Book Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio” but with the listed spread measures (rather than value). The spreads are 

difference spreads. ROA is return on assets (net income/average assets between this period and previous period); GPOA is gross profits/assets; Gross Margin is gross profits/sales; 5yr Earnings 

Growth is realized 5-year EPS growth. 

Composite Value Spread, Global Composite Industry-Neutral Value Portfolio

This is the same portfolio as the “Composite Value Spread, U.S. Large-Cap Composite Industry-Neutral Value Portfolio” except on a global universe. Weights are: US LC (0.3658), US SC (0.0545), 

EUR LC (0.2640), JP LC (0.1875), EMG LC (0.1283). Value spreads are computed for each region using the same methodology as the “Composite Value Spread, U.S. Large-Cap Composite 

Industry-Neutral Value Portfolio.” Then for each value measure, compute the global average spread using the defined weights. 

Hypothetical AQR U.S. Valuation Theme Backtest Description
The AQR U.S. 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. 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 the U.S. The risk model used is the Barra U.S. Equity Risk Model (USE3L).
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The views and opinions expressed herein are those of the author and do not necessarily reflect the views of AQR Capital Management, LLC, its affiliates or its employees. 

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. AQR Capital Management is a global investment management firm, which may or may not apply similar 
investment techniques or methods of analysis as described herein. The views and opinions expressed herein are those of the author and do not necessarily reflect the views of AQR 
Capital Management, LLC (“AQR”), its affiliates or its employees. 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 by the author and 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 implied, as to the information’s accuracy or completeness, nor should the attached information serve as the basis of any investment decision. Past 
performance is no guarantee of future results.

This material is not research and should not be treated as research, and 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. It should not 
be assumed that the author or AQR will make investment recommendations in the future that are consistent with the views expressed herein, or use any or all of the techniques or methods 
of analysis described herein in managing client accounts. AQR and its affiliates may have positions (long or short) or engage in securities transactions that are not consistent with the 
information and views expressed in this document. 

The information contained herein is only as current as of the date indicated and may be superseded by subsequent market events or for other reasons. Charts and graphs provided herein 
are for illustrative purposes only. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other decision. There can be 
no assurance that an investment strategy will be successful. Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular 
investment which may differ materially and should not be relied upon as such. This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or 
sell any securities or to adopt any investment strategy. The information in this document may contain projections or other forward-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 they may be significantly different from that shown here. The information in this document, including statements 
concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. Performance of 
all cited indices is calculated on a total return basis with dividends reinvested. 

INVESTMENT IN ANY OF THE STRATEGIES DESCRIBED HEREIN CARRIES SUBSTANTIAL RISK, INCLUDING THE POSSIBLE LOSS OF PRINCIPAL. THERE IS NO GUARANTEE 
THAT THE INVESTMENT OBJECTIVES OF THE STRATEGIES WILL BE ACHIEVED, AND RETURNS MAY VARY SIGNIFICANTLY OVER TIME. INVESTMENT IN THE STRATEGIES 
DESCRIBED HEREIN IS NOT SUITABLE FOR ALL 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. 
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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’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. 

Information contained on third party websites that AQR may link to are not reviewed in their entirety for accuracy and AQR assumes no liability for the information contained on these 
websites. 

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

No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission from AQR.

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.

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

AQR, a German limited liability company (Gesellschaft mit beschränkter Haftung; “GmbH”), is authorized by the German Federal Financial Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht, „BaFin“) to provide the services of investment advice (Anlageberatung) and investment broking (Anlagevermittlung) pursuant to the German Banking Act 
(Kreditwesengesetz; “KWG”). The Complaint Handling Policy for German investors can be found here: https://ucits.aqr.com/. 

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 presentation is a financial promotion and has been approved by AQR Capital 
Management (Europe) LLP. 

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.
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