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Investors recognise advanced beta equity investing as a
promising avenue but call for caution on insufficient
transparency and on the difficulties in implementing
long/short strategies
In a new study produced as part of the Société Générale Prime Services (Newedge) research chair on
“Advanced Modelling for Alternative Investments”, EDHEC-Risk Institute attempts to give an overall
view on alternative equity beta strategies, to determine the areas of usage and to analyse the alternative
equity beta practices and perceptions of investment professionals.
Between January and February 2014, EDHEC-Risk Institute carried out a survey among a
representative sample of 128 investment professionals to identify their views and uses of alternative
equity beta.
Among the key findings of the survey:
 Investors are familiar with the construction principles of advanced beta strategies, but less
familiar with underlying risks and drivers of performance. According to EDHEC-Risk
Institute, this lack of knowledge on risks poses a problem not only for the proper use of these
alternative equity beta strategies, but also with respect to them being fairly marketed.
 Respondents allocate relatively few resources to the evaluation of alternative beta. The
average respondent uses fewer than two full-time staff (1.77) to evaluate alternative beta
offerings, a much lower number than that used to evaluate active managers (3.42).
 This shortfall in resources is illogical given that the same respondents see bigger challenges
when evaluating advanced beta offerings, than when evaluating active products.
 Lack of access to data, in particular live and after-cost performance, are seen as key
challenges, especially as for all types of risks, respondents agree that information is not
widely available from product providers.
 Respondents’ answers show that the theoretical justification of a strategy is seen as about as
important as live performance, highlighting the need for product providers to focus not only
on recent performance but also on the fundamental economic reasons for a strategy’s
performance benefits.
 Implementation is a key aspect for respondents, who commonly use a wide array of measures
to assess implementation of alternative equity beta strategies (turnover, transaction costs,
etc.), implying that product providers need to carefully consider implementation in product
design.
 Respondents prefer long-only strategies to gain exposure to alternative risk premia, in
particular due to perceived implementation hurdles for long/short strategies.
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Respondents require more from factor investing strategies than simply providing the right
direction of exposure, notably to provide an efficient risk-adjusted return for a factor
exposure, with ease of implementation.

While the survey results suggest that advanced beta equity investing is a promising avenue for the
investment industry, results also contain a note of caution, in that there is a risk that the good idea of
advanced beta equity investing may end up being compromised by practical investment challenges and
perceived insufficiencies of current products, notably in the form of insufficient transparency and on
the difficulties in implementing long/short strategies.

A copy of the EDHEC-Risk Institute survey can be found here:
EDHEC Publication Alternative Equity Beta Investing: A Survey

Contact:
For more information, please contact: Amandine Badel
Tel.: +33 493 183 480 – E-mail: amandine.badel@scientificbeta.com
To visit our web site: www.edhec-risk.com

About Société Générale Prime Services (Newedge)
Société Générale Prime Services, part of the Global Markets’ division of Société Générale Corporate
& Investment Banking is the bank’s Prime Brokerage business, offering a unique combination of
execution, clearing, custody and financing services. It is truly multi-asset and multi-instrument across
Listed Derivatives, Equities (Cash/synthetic), FX, Fixed Income and OTC Cleared. As a firm offering
world leading derivatives brokerage services, unrivalled access to 125+ markets and exchange venues,
Société Générale Prime Services provides its clients an extensive pool of liquidity and tailored value
added services.
The full service platform offers access to significant securities financing capabilities, extensive capital
introduction and best-in-class cross-margin capabilities as well as straight-through-processing with an
industry leading post-trade platform aligned with Société Générale’s extensive research product.
Offering global hedge funds a multi-asset, multi-instrument prime brokerage platform, cross-asset,
including OTC Clearing, Cash / Synthetic, Equity PB, Algo Factory, FX PB, Cap Intro, Investor
Advisory, Alternative Fund Structuring and unrivalled access to liquidity
The quality of its Prime Brokerage offering has been recognised by the industry having been awarded
Best European Prime Broker by Hedge Week and Hedge Fund Journal and Best Global Multi-Asset
Prime Brokerage in 2015 by CTA Intelligence and Capital Introduction awards in the US.
Société Générale Prime Services is in the top 3 of brokers according to CFTC rankings of assets under
management Awards for Excellence. Furthermore, Preqin, the alternative assets industry's leading
source of data and intelligence, ranked Société Générale Prime Services as number one in terms of
CTA market share.
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• Multi-Asset Prime Brokerage
Société Générale offers clients a single, multi-asset class prime brokerage platform that covers a
variety of financial assets including listed products, equities, fixed income, interest rates and foreign
exchange. The bank is committed to helping hedge fund clients maximise efficiency in trading
multiple asset classes, while minimising operational risks.
• Capital Introduction
Société Générale’s knowledge and in-depth experience enables introductions to sophisticated investors
where a match in criteria is found. The bank specialises by investor type, with dedicated coverage for
pension funds, Middle Eastern investors, sophisticated global investors and family offices. Capital
introductions are subject to local rules and practices.
• Financing, Risk Management and Reporting
Société Générale offers financing and reporting options that are specifically tailored to client
requirements, and to the different assets and instruments traded. The firm focuses on analysing and
understanding customers' requirements, legal structure and business, before providing a personalised
risk management solution.
• Research
An innovator in providing investors with benchmarking tools that accurately represent key hedge fund
strategy styles, Société Générale also produces an exclusive series of industry-leading research reports
and provides quantitative statistics on hedge fund return information to investors.
• UCITS
For investors looking to allocate capital to liquid and transparent fund structures, the bank offers an
open architecture UCITS compliant servicing platform. This allows investors to access best-of-breed
hedge funds and CTAs that offer a UCITS compliant investment solution within their product range.
• Managed Account Services
Société Générale provides an independent managed account service enabling investors to access the
performance of hedge fund strategies through a separately managed account

About EDHEC-Risk Institute
Since 2001, EDHEC Business School has been pursuing an ambitious policy in terms of international
research. This policy, known as “Research for Business”, aims to make EDHEC an academic
institution of reference for the industry in a small number of areas in which the school has reached
critical mass in terms of expertise and research results. Among these areas, asset and risk management
have occupied privileged positions, leading to the creation in 2001 of a major research facility:
EDHEC-Risk Institute. This institute now boasts a team of over 95 permanent professors, engineers
and support staff, as well as 48 research associates from the financial industry and affiliate professors.
EDHEC-Risk Institute is located at campuses in Singapore, which was established at the invitation of
the Monetary Authority of Singapore (MAS); the City of London in the United Kingdom; Nice and
Paris in France; and New York in the United States. The philosophy of the institute is to validate its
work by publication in prestigious academic journals, but also to make it available to professionals and
to participate in industry debate through its Position Papers, published studies and conferences. Each
year, EDHEC-Risk organises three conferences for professionals in order to present the results of its
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research, one in London (EDHEC-Risk Days Europe), one in Singapore (EDHEC-Risk Days Asia),
and one in New York (EDHEC-Risk Days North America) attracting more than 2,500 professional
delegates.
To ensure the distribution of its research to the industry, EDHEC-Risk also provides professionals
with access to its website, www.edhec-risk.com, which is entirely devoted to international risk and
asset management research. The website, which has more than 65,000 regular visitors, is aimed at
professionals who wish to benefit from EDHEC-Risk’s analysis and expertise in the area of applied
portfolio management research. Its monthly newsletter is distributed to more than 1.5 million readers.
EDHEC-Risk Institute also has highly significant executive education activities for professionals. In
partnership with CFA Institute, it has developed advanced seminars based on its research which are
available to CFA charterholders and have been taking place since 2008 in New York, Singapore and
London.
In 2012, EDHEC-Risk Institute signed two strategic partnership agreements with the Operations
Research and Financial Engineering department of Princeton University to set up a joint research
programme in the area of risk and investment management, and with Yale School of Management to
set up joint certified executive training courses in North America and Europe in the area of investment
management.
Building on its experience in the area of beta analysis and creation, EDHEC-Risk Institute has also
created ERI Scientific Beta, which aims to be the leading provider of advanced beta for the investment
industry. This initiative is based on all of the research conducted by EDHEC in the area of indices and
benchmarks.
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