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Plato style and macro 1nsights

I. Outlook for Growth vs. Value
II. The Zombie horde rises
ITII. Plato’s Red Flags identify the landmines
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Value vs Growth over the long term: 1979-2019

Wealth
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Source: Bloomberg, MSCI

“Over the long-term Value trounces Growth

3 Plato



The Pandemic years: 2020-2021

Wealth

240 MSCI World Value vs MSCI World Growth: 2020-2021 Growth outperforms

Value by 70%
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“Growth obliterates Value over the pandemic”
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Why was Growth so strong?

e - 2020-2021 1996-2022
Return decomposition identity MSCl World Growth return MSCl World Growth return
iti decomposition
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Source: Plato Investment Management, Bloomberg, MSCI *
“Strong Growth performance was pure PE expansion story”
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Post Covid: 2022-2023

Wealth

105 Value outperforms

Growth by 22%

MSCI World Value vs MSCI World Growth: 2022-2023
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“Value claws back pandemic deficit, still long way to go”
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Minimise exposure to inflation/rates

K INFORMATI

W Exposures (active) Barra Risk Exposures (active) Stress Testing - impact on active retums (%)

Alpha

Sentiment

Quality

Momentum

Defensive Value

Transfer coefficient

Cyciical Value

Profitability
Momentum
Eamnings Quality
Eamings Yield
Leverage
Investment Quality
Liquidity

Dividend Yield

Mid Capitalization
Eamings Variability
Long-Term Reversal
Residual Volatility
Size

Book-to-Price

Carbon / ESG

Metric

Carbon footprint % of bench
Carbon footprint % of bench (long)
Carbon intensity % of bench
Carbon intensity % of bench (long)
ISS carbon risk rating
ISS climate change VaR
ISS emissions trajectory
ISS implied temperature rise
MSCI ESG tilt

Source: Plato Investment Management

Initial Optimised

-36.81% -38.1%
73.97% 74.96%
9.77% -12.25%
47.711% 49.18%

60.54 (57.96) 60.51

0.85 (0.63) 0.85
-1.49 (-1.6) 1.52
1.72 (2.08) 1.66

0.22 0.21

Active share (%)

% of common factor risk

% of stock specific risk

Total risk (Barra predicted)
Tracking error (Barra predicted)
% of market timing risk
Active Beta (Barra predicted)
Active Beta (North America)
Active Beta (Europe)

Active Beta (Asia)

Active Beta (Japan)

100

Scenario Analysis - impact on active retumns (%)

Quant Winter, 2018-20

Covid crash - 12/2 to 23/3

Quant Crisis Recovery, August, 2007
Credit Crisis (10/2008)

Covid bounce - 23/3 to 17/4

Asian Currency Meltdown

2021 Treasury Rate Rise (1/2021-3...
Interet Bubble (4/2000)

LTCM (8/1998)

Russian default (1998)

Iraq War (3/2003)

9/11 Terrorist Attack (9/2001)

Russian invasion of Ukraine (2/2022)
Lehman Bankruptcy, September, 2008
Credit Crisis Inflection, March, 2009

Barra Size (-3 sigma month)

Barra Residual Volatility (-3 sigma ...
S&P 500 30% Decline

Libor USD 3m 100bps Increase

US Treasury Bond 10 Yr Yield, 20...
USD/AUD FX Rate 15% Decline

2 year US treasuries yield, 100bps...

USD/JPY FX Rate 15% Decline
Inflationary expectations, 50 bps in...

Coal (AUD) 50% Increase

USD/RUB FX Rate 15% Decline
Crude Oil 65% Increase

US high yield debt, 20% Decrease
VIX 50% Increase

USD/EUR FX Rate 15% Decline
USD/GBP FX Rate 15% Decline
Carbon (EUR) 50% Increase
Emerging market high yield corpor...
China Govi/Corp debt -10%

Natural Gas (USD) 80% Increase
Barra Book-to-Price (-3 sigma mon...
Gold (USD) 30% Increase

MSCI Europe 30% Decline
European high yield debt (iTraxx) 2...
Barra Momentum (-3 sigma month)

Barra Eamings Yield (-3 sigma mo...

@ Initial @ Optimised
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The zombie horde rises

Can Zombie Firms Survive Rising Interest Rates? Harvard Business Review

‘Zombie’ firms collapse as inflation and rates bite, AFR

IC AND PRIVATE

‘Zombie’ reckoning: goodnight to the walking debt?
Financier Worldwide

The walking dead: how the rise of zombie firms
is affecting the global economy, World Finance
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The zombie horde rises

ZOMBIES DEFINED AT 3 CONSECUTIVE YEARS OF EBIT LESS THAN INTEREST EXPENSE

% of zombie firms

2002-2022 2007-2022
TeRes % change in global junk bond issuance
% of zombie firms
—MSCI World IMI ASX 300 MSCI USA
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Source: Plato Investment Management, Bank of International Settlements definition of zombie firms with no age limit, MSCI All Cap universe, excluding financials. Bloomberg.,

“Active management more important than ever”
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Zombie firms are horrible investments

ZOMBIES DEFINED AT 3 CONSECUTIVE YEARS OF EBIT LESS THAN INTEREST EXPENSE

Cumulative wealth
16.0

1997-2022
Performance of Zombies vs. Non-Zombies: MSCI IMI
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“Time for some zombie hunting...”
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Ideal environment for shorting: 100+ Red Flags

AVOID LANDMINES, IDENTIFY DISTRESSED COMPANIES

. . 22 Red Flags

Annual return Performance of Red Flags ermChlp Large growth inventory days, Benford’s law violation, high

Essential Al audit fees to sales, negative cfo elevated bankruptcy
probability, golden parachutes, extreme growth
expectations, poor R&D conversion, high shorting costs

15

10

i NOVONI):. 11 Red Flags

High deferred charges, internal control weaknesses,
. expected financing difficulties, very low operating margin,
very low Piotroski score, elevated accrual items

5 11 Red Flags

S FIREFINCH  Negative cashflow from operations, significant vote against
remuneration, negative director votes, undersized board,
large projected emissions trajectory, 6 degrees implied
temperature rise, very large share issuance, very high
15 accounting manipulation score

-10

-20
8 or more 7 5to6 3to4 1to2 0 Market

Source: Plato Investment Management. MSCI World All Cap, 1/1997-12/2022. Not all red flags are shown due to space constraints.

“6 or more red flags spell disaster”
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Rule #1: Don’t lose money, Rule #2: Don’t forget rule 1

Performance of simulated portfolios in 2022

Total return (%)
-12 -10 -8 -6 -4 -2

o
N

Equally weighted index -11.2

20 stock portfolio

-11.2

1 stock switched from long to short |0.2

Source: Plato Investment Management, MSCI All Cap universe

“Winning by not losing”
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Performance

PERFORMANCE SINCE LAUNCH

Plato Global Net-Zero annualised Information ratio and
performance Beta to MSCI World
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. 7.76% 51
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Extension ratio

Source: Plato Investment Management. A share class, Bloomberg, Januray, 2022. Past performance is not a reliable indicator of future performance.
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“Strong and consistent performance since launch ”
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Strong outperformance vs. peers

Returns (%)
30

Plato Global Net Zero and peers: Excess performance vs. MSCI World since inception (1/9/21)
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Key takeaways
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