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The Shifting Geopolitical Landscape

? The market's response:
A behavioral lens

Challenges for conventional risk
management methods

? Expanding the risk management
toolkit
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In the search for market-beating
returns, institutional investors are
facing a shifting geopolitical
landscape ...

... [Speakers will] reckon with the
aftermath of a highly anticipated
U.S. presidential election ...
and challenges faced by
institutional investors.
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EXPECTED

GEOPOLITICAL SHOCKS: \WHAT TO EXPECT

FROM THE UN

nile “buy when there is blood In the streets” has become axiomatic {nvesting advice, surprisingly, there has

been almost N0 systematic research that sheds !
of action after 8 market shock? Creating and ‘analyzing

ight on this centuries-old maxim. What is the best course
g & large data set of unexpected geopolitical events,

we begin o explore this question. The initial evidence suggests that, abeent a view regarding the idlosyncrasies ofa
partcular event, the mest effective strategy 1S 1o stay the course.

OVERVIEW

Geopolitcal ghocks present unique uncertainty for
investment managers. What 18 the proper course of action
once an unforeseen event occurs? Quickly exit exposed
positions, do nothing, OF double down? Unfortunately.
thereis @ dearth of rigozous research 10 guide asset
owners and Managers regarding the investment impact
of geopehu:al events. Most discussion 18 anecdotal,
reflecting the difficulties of empirical wiork on the subject.
mmnmm.melexsnomdm standard
reference dataset of relevant shocks, thelr attributes,
and the associated ‘market reaction—so We created our
own. Through apmemnemaimmbn!sdpumo(

Returns from 8 c8se study of selected geopo!iﬁul events,

(1az8-20151°

unstructured data, natural language processing. and
manual we fied and. rized &
sample of more than 2,600 events affecting 72 countries
from 1928-2015.

Studying reactions to these events, we find no
evidence 10 suggest that {nvestors are bettex off selling®
when shocks occur (Figure 1)-This remains true even

the of a particular

Local market returns (in USD) starting four rading days prior ©0 an event. Standardized abnormal retums are daily returns less the markets
prior 120-62y average rewm ‘and divided by its prior 120-d8y volatily. High-severity eveats s& defined as having cumulative losses during

Phe event windaw (1-2through 11} inthe worst 30% of the sample.

18: CUMULATIVE STANDARDZED ABNORMAL RETURNS (%)
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Local market retums (in USD) starting four trading days prior to an event. Standardized abnormal retums are daily retums less the market's prior 120-day average return and dvided by its prior 120-day volatility. Date Range: 1931-

2015, Ex-ante high severity events are those expected to impact markets based on a manual review of information likely available at the time of the event. Results reflect filtering of events with overlapping windows. Sources:

Acadian, Global Financial Data and publicly available blogs and wikis. Returns are of the major local exchanges where each event occurred. Past results are not indicative of future results. For further details about the data
sample, see Q@m[ﬁm&bm&smmﬂuﬁm&d Acadian, 2017. Every investment program has an opportunity for loss as well as profits. For illustrative purposes only.

For institutional investor educational use only. Not to be reproduced or disseminated.
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Local market retums (in USD) starting four trading days prior to an event. Standardized abnormal retums are daily retums less the market's prior 120-day average return and dvided by its prior 120-day volatility. Date Range: 1931-

2015, Ex-ante high severity events are those expected to impact markets based on a manual review of information likely available at the time of the event. Results reflect filtering of events with overlapping windows. Sources:

Acadian, Global Financial Data and publicly available blogs and wikis. Returns are of the major local exchanges where each event occurred. Past results are not indicative of future results. For further details about the data
sample, see Q@m[ﬁm&bm&smmﬂuﬁm&d Acadian, 2017. Every investment program has an opportunity for loss as well as profits. For illustrative purposes only.
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2 Largely unbiased
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Local market retums (in USD) starting four trading days prior to an event. Standardized abnormal retums are daily retums less the market's prior 120-day average return and dvided by its prior 120-day volatility. Date Range: 1931-
2015, Ex-ante high severity events are those expected to impact markets based on a manual review of information likely available at the time of the event. Results reflect filtering of events with overlapping windows. Sources:
Acadian, Global Financial Data and publicly available blogs and wikis. Returns are of the major local exchanges where each event occurred. Past results are not indicative of future results. For further details about the data
sample, see Q@m[ﬁm&bm&smmﬂuﬁm&d Acadian, 2017. Every investment program has an opportunity for loss as well as profits. For illustrative purposes only.

For institutional investor educational use only. Not to be reproduced or disseminated.


https://www.acadian-asset.com/investment-insights/managing-risk/geopolitical-shocks

The Market’s Response: A Behavioral Lens

? Generally dispassionate
| —

«The/tite to buy 1S
Wh N thbre’s \'. lood

? Largely unbiased




The Market’s Response: A Behavioral Lens

? Generally dispassionate
? Largely unbiased

® Struggles with uncertainty C'\,.
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Challenges for Conventional Risk Management Methods

Heterogeneity
2 Complexity

@ Transience 2016 ELECTION SHOCK
WINNERS VS. LOSERS

« Regulatory exposure
« Tax burden

- International revenue
« Import dependence
 Cyclicality

« Market beta

Wagner et al (2018)

Wagner, Alexander F., Richard J. Zeckhauser, Alexandre Ziegler, “Company stock reactions to the 2016 election shock: Trump, taxes and trade.” Joumal of Financial Economics 130, no. 2 (2018): 428-451.
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Measuring Macro Event Risks t0 Active Equity Portfolios

September 2024

. MWMM”M\MWMWWWW&
such catalysts-
« Inthis papet we mmm‘m-ﬂmwam

mmmamwus Mmmwwﬁmwm
election, can stock market Wmm play out.
MNMVMMMMMW Ymuwmwmmm
of retums. mmmwnw MNMNWWM’“
dﬂtmoasudtwoncungé M“M nwﬂhpvomﬂ!wsqvn&.
pom\‘-edhym uems.meymnm-gl and M}ﬂnmﬂ!u&wpﬂssﬂe
capture fisks mmwmmm
maoupns\oﬁnﬂlhhspms.we apractical mmmmmmm
umdnw‘mpem&d risk sﬁdwmwnmmnm
models, which allows investors measure and, therefore. 10 apparent. mmwﬂﬂwm
MMWW wransient macro fisks. mmwnm”dwrﬂ
mmmmﬂmmm
“Winner-Loser” Baskets as Macro 2 onfience in the resuting predicion®, what matiers & the




Expanding the Risk Management Toolkit

CHOOSE A REPRESENTATIVE
LONG-SHORT BASKET

Cumulative Return:
Hypothetical Republican Policy Agenda Basket
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Source: Acadan based on index returns from Bloomberg. Hypothetical Republican Policy Agenda Basket is constructed from Goldman Sachs GSXUREPL and GSXUREPS indexes, beta adjusted, as described inMeasuring
, Acadian, 2024. It is not possible to invest in any index. The above does not represent investment returns generated by actual trading or an actual portfolio. Hypothetical results are not
indicative of actual future resuits. Investors have the opportunity for losses as well as profits. For illustrative purposes only.
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Expanding the Risk Management Toolkit

CHOOSE A REPRESENTATIVE
LONG-SHORT BASKET

Cumulative Return:
Hypothetical Republican Policy Agenda Basket
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Source: Acadan based on index returns from Bloomberg. Hypothetical Republican Policy Agenda Basket is constructed from Goldman Sachs GSXUREPL and GSXUREPS indexes, beta adjusted, as described inMeasuring
, Acadian, 2024. It is not possible to invest in any index. The above does not represent investment returns generated by actual trading or an actual portfolio. Hypothetical results are not
indicative of actual future resuits. Investors have the opportunity for losses as well as profits. For illustrative purposes only.
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Expanding the Risk Management Toolkit

CHOOSE A REPRESENTATIVE ) ESTIMATE STOCK
LONG-SHORT BASKET EXPOSURES TO THE THEME

Statistical Risk Models
Infer the Risk Factors

(]
® 00 @ o
¢ o™ o°%
In predicting risk associated with o ': o|H% »©°
macro catalysts, use a “short-term,” ®, oo ©

“statistical” risk model.

Source: Acadian. For illustrative purposes only.

For institutional investor educational use only. Not to be reproduced ordisseminated. 14



Expanding the Risk Management Toolkit

CHOOSE A REPRESENTATIVE ESTIMATE STOCK

LONG-SHORT BASKET

EXPOSURES TO THE THEME

AGGREGATE TO THE
PORTFOLIO LEVEL

Post-Debate Portfolio Active Returns vs. Predicted Theme Betas
(representative sample of Acadian portfolios)
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Active Return
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0.2 0.3

Predicted Active Beta (as of May 31, 2024)

Source: Acadian. Portfolio performance is gross of fee. Past performance is not indicative of future results. Investors have the opportunity for losses as well as profits. For illustrative purposes only.
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Takeaways: A Systematic l\nAction Plan

? Diversify
? Don't react reflexively

2 Expand your risk management toolkit




Hypothetical Legal Disclaimer

Acadian is providing hypothetical perbrmance information for your review as we believe you have accessto resources to independenty analyze this information and have the financial expertise to understand the risks and limitations of the presentation & hypothetical
performance. Please immedatkly advise ifthat is notthe case.

Hypothetical performance results have many inherent imitations, some of which are described below. No representation is being made that any account wil or s likely to achieve profits or losses simiar to those shown. Infad, there are frequently shap differences between
hypothetical performance results and the actual performance results subsequently achieved by any particular trading program.
One of the limitaons ofhypothetical perbmance results is thatthey are generally prepared with the benefit of hindsight. In addition, hypothetical trading doess not involve financial risk, and no hypothetical trading record can completely account r the impact of financial risk in

actualtrading. Forexample, the ability to withstand losses or to adhere to a particular tading program in spite oftrading losses are material points which can also adversely affectactual trading results. There are numerous other factors related to the marketsin general or to the
implementation of any spedfic trading program which cannot be fully accounted for in the preparafon of hypothetical performance results and all of which can adversely affect actual trading results.

General Legal Disclaimer

These materials provided herein may contain material, non-public information within the meaning of the United States Federal Securities Laws with respect to Acadian Asset Management LLC, BrightSphere Investment Group Inc. andlor their respective subsidiaries
and affliated enttties. The recipient of these materials agrees that it will not use any confidential information that may be contained herein to execute orrecommend transactions in securities. The recipient further acknowledges that it is aware that United States Federal
and State securities laws prohibit any person or entity who has material, non-public information about a publicly-traded company from purchasing or selling securities of such company, orfrom communicating suc h information to any other person orentity under
circumstances in which it is reasonably foreseeable that such person orentity is likely to sell or purchase such securities.

Acadian provides this material as a general overview of the firm, our processes and our investment capabilities. It has been provided for informational purposes only. It does not constitute orform part of any offer to issue or sell, or any solicitation of any offer to
subscribe or to purchase, shares, units or other interests in investments that may be referred to hereinand must not be construed as investment or financial product advice. Acadlian has not considered any reader's financial stuation, objective or needs in providing the
relevant information.

The value of investments may fal as wel as rise and you may not get back your original investment. Past performance is not necessariy a guide to future performance or returns. Acadian has taken all reasonable care to ensure that the information contained in this
material is accurate at the time of its distribution, no representation or warranty, express or implied, is made as to the ac curacy, refiability or completeness of such information.

This matenal contains privikeged and confidential information and is intended only for the recipient/s. Any distribution, reproduction orother use of this presentation by recpients is strictly prohibited. If you are not the intended recipient and this presentation has been sent
or passed on to you in error, please contact us immediately. Confidentiality and privilege are not lost by this presentation having been sent orpassed on to youinenor.

Acadian’s quantitative investment process is supported by extensive proprietary computer code. Acadian’s researchers, software developers, and IT teams follow a structured design, development, testing, change control, and review processes during the development
of its systems and the implementation within our investment process. These controls and their effectiveness are subject to re gular internal reviews, at least annualindependent review by our SOC1 auditor. However, despite these extensive controls it is possible that
errors may occur in coding and within the investment process, as is the case with any complex software or data-driven model and no guarantee orwarmanty can be provided that any quantitative investment model is completely free of errors. Any such errors could
have a negative impact on investment resutts. We have in place control systems and processes which are intended to identify in a timely manner any such errors which would have a materialimpact on the investment process.

Acadian Asset Management LLC has wholly owned affiliates located in London, Singapore, and Sydney. Purs uant to the terms of service level agreements with each affiliate, employ ees of Acadian Asset Management LLC may provide certain services on behalf of
each affiiate and employ ees of each affiiate may provide certain administrative services, including marketing and client service, on behalf of Acadian Ass et Management LLC.

Acadian Asset Management LLC is registered as an investment adviserwith the U.S. Sec urties and Exchange Commission. Registration of an investment adviser does not imply any level of skil or training.
Acadlian Asset Management (Singapore) Pte Ltd, (Registration Number: 199902125D) is licensed by the Monetary Authority of Singapore. It is also registered as an investment adviser with the U.S. Securities and Exchange Commission.

Acadian Asset Management (Australia) Limited (ABN 41 114200 127) is the holder of Australian financial services license number 291872 ("AFSL"). It is ako registered as an investment adviser with the U.S. Securities and Exchange Commis sion. Under the terms of
its AFSL, Acadian Asset Management (Australia) Limited is limited to providing the financial services under its license to wholesale clients only. This marketing material is not to be provided to retail clients.

Acadian Asset Management (UK) Limited is authorized and requiated by the Financial Conduct Authority (the FCA') and is a imited liability company incorporated in England and Wales with company number 05644066. Acadian Asset Management (UK) Limited will
only make this material available to Professional Clients and Eligible Counterparties as defined by the FCA underthe Markets in Financial Instruments Directive, or to Qualified Investors in Switzertand as defined in the Collective Investment Schemes Act, as applicable.

m GLOBAL AFFILIATES

ACADIAN Boston London Singapore Sydney ACADIAN-ASSET.COM
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