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Smart Beta - A Smart Way of Thinking about Investing

ETFs / 
Passive 

investing

Active funds / 
Active investing

Smart Beta / 
Factors

Rule based /
Transparent

Active Return

Passive Management

▪ Don’t have ability to change 
with changing market 
scenario

▪ Will not get returns above 
underlying index

Active Management

▪ Getting tough to Beat 
Benchmark Indices

▪ Overcrowding of MF 
schemes
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Smart Beta

▪ Focuses on Index considering 
changing market scenario

▪ Filters out Outperformers
▪ Based on “Factor Investing” 

for superior returns



Smart Beta - A Smart Way of Thinking about Investing

Applies Active Management Principles to Arrive 
at Rules Based Algorithm

Avoids Pitfalls of 

Emotional Investing & 

Noises of Short-Term Events
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Smart Beta – Global growth gaining strength 

▪ Global Smart Beta Equity ETFs have Corpus of $1.4tn+ 

▪ From $280bn in 2012, AUM Growing @20%+ CAGR

Source: Bloomberg

Source: Morningstar 

Growth of Global Smart Beta ETFs ($bn)
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Returns are maximum in Momentum and Quality 
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Factor Returns 
(World vs India)

MSCI 
(Dollar return) 

NSE
(Rupee return)

2001-2020 (CAGR) 2006-2020 (CAGR)

Momentum 9.40% 17.69%

Quality 8.70% 17.63%

Low Size 8.00% -

Value 7.90% 10.88%

Low Volatility 7.60% 15.98%

Alpha - 14.81%

MSCI World | Nifty 50 6.60% 12.58%

Higher returns seen in 
Momentum & Quality factors 

Momentum 1.00

Quality 0.35 1.00

Value -0.30 -0.43 1.00

Low Volatility 0.36 0.75 -0.29 1.00

Alpha 0.84 0.39 -0.35 0.38 1.00
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Along with relatively low correlation

Low correlation and high returns of Momentum and Quality factors help to 
outperform in both uptrend and downtrend
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▪ Momentum Factor is an Aggressive Play
▪ Performs Best during Expansion Phase of the Economic Cycle 

Momentum

Momentum does better in economic 
expansion cycle

MomentumMomentum It adapts to changing 
market conditions and 
increases the weight to 
current outperforming 
sectors

How it works ? Real life Example

When we decide what to watch we may 
choose a TV show which has high audience 
rating. 

We are also likely to recommend it to our 
friends which will further increase viewer’s 
rating. Same goes with Momentum in 
stock prices.
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Quality

Quality does better in economic 
downward cycle and in heated up 
scenario

Quality

▪ All weather stocks
▪ Outperforms during Downturns in the Economic Cycle and also in the 

over heated scenario

Excess returns through stock 
selection with:

- Higher profitability
- Lower leverage
- Stable earnings

How it works ? Real life Example

When we decide to buy new AC for our 
home, we may look into following quality 
characteristics for safety reasons:
- Longevity
- Warranty
- Safety ratings

Hence Quality provides longevity and high 
safety in all market conditions
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Momentum-Quality 30

Momentum QualityMomentum Quality 30
Following the Trend

Consistent growth Irrespective of 
Business Cycle

Momentum: 50% (6 month price momentum) + 50% (1 year price momentum)

Quality: 33.33% (higher ROE) + 33.33% (lower D/E) + 33.33% (lower 5-yr EPS growth 
variability)
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ISEC Methodology



Stocks screening process
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As per our ISEC 
proprietary model 

and backtested 
results, these are 
high conviction 

stocks considering 
the current market 

scenario 

Top ranking 30 
stocks are selected 
and the weights are 
assigned based on 

Momentum/ Quality 
score

After the factor 
selection, the stocks 

are ranked out of 
top 200 stocks in 

NSE

ISEC Proprietary 
model selects Factor 
Mix like M100, Q100, 

M30Q70, 
M70Q30,M50Q50, 

etc. 

A) Nifty 200 
constituents with 

higher 6M and 12M 
price performance

B) Quality check on 
fundamentals based 
on last three years

Eligibility  ISEC Proprietary   
Model

Ranking and Stocks 
selection

Weights 
allocation

High conviction Picks
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Parameter

Data Source

Condition

Momentum
Outperforms in Upside market

Quality
Outperforms in downside and 
overheated market

Momentum score is determined based 
on 

50% (6 month price momentum) + 
50% (1 year price momentum)

Quality score is determined based 
on 

33.33% (higher ROE) + 33.33% 
(lower D/E) + 33.33% (lower 5-yr 
EPS growth variability)

Stock filtration and weights allocation

Company should have at least 1-
year of pricing history

Company should have reported 
positive PAT in the previous 3 
financial years

Gain exposure to high momentum 
stocks across large and mid-cap 
stocks from Nifty200

Gain exposure to high quality stocks 
across large and mid-cap stocks 
from Nifty200

Weightage Based on Momentum score Based on Quality score



Benefits of ISEC Smart Beta
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- Limits the magnitude of drawdowns in single factor index

- Lower Cost despite active factors selection

- Reduced unsystematic risk - Exposure to various sectors

- Momentum is the best way to OUTPERFORM the benchmark in upward markets

- Quality is the best way to OUTPERFORM the benchmark in downward and overheated markets

- Stock’s weight capped at 5% with 6M rebalancing

ISEC Momentum-Quality 
factor Model in Portfolio 

Construction

Helps get rid of behavioural biases of 
Investors by riding winners till the time 
they remain outperformers

Outperforms benchmark in different 
market conditions

Aims to protect portfolio from large drawdowns 
by including Quality stocks

Relative 
Outperformance

Get rid of Biases

Limits Drawdowns



About ICICI Securities
A Financial Powerhouse
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Fund management team
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Piyush Garg –
Chief Investment Officer

- Over 23 years of experience in Indian financial markets - Fixed income, Equities and Currencies & US bonds. 
- Invited as spokesperson in various seminars in India and abroad on Global and domestic macro economics.
- Awarded ‘Master Exemplar’ by ICICI Group for 3 consecutive years 2016, 2017 & 2018 for outstanding contribution
- Have been successfully managing funds in various asset classes for the last couple of decades with strong macro-

economic approach.
- Regularly gives his opinion on fund flows, macros, various indices on prime channels like CNBC, ET Now, etc
- MBA from IIM Kolkata 

Amit Gupta –
Fund Manager

- Have 18 years of experience in Financial markets with Research expertise in Equity, Currency and Commodities. 
- Won the India’s Best Analyst Award in the year 2012 and 2014 from the erstwhile President of India
- Was on the advisory panel of NSE for the launch of new Derivatives products
- Have attended seminars as spokesperson across India and abroad for the comprehensive coverage on Equity 

markets.
- Gives his opinion on Equity and Derivatives markets on prime channels like CNBC, ET Now, etc
- A Mechanical Engineer and MBA (Finance) from IBS Hyderabad

Tejas Kadam –
Fund Manager

- Over 10 years experience in Quantitative, Smart Beta (Factor), Passive and ESG strategies
- Previously worked with Goldman Sachs Asset Management and MSCI (a leading index provider)
- An Electronics and Telecommunications Engineer with an MBA (Finance)
- Holds the CFA (US) charter since 2015

Vasant Joshi –
Portfolio Manager

- Have rich experience of 14 years in Financial markets with Advisory expertise in Direct Equity.
- Managing entire GPC clients of ICICI Bank.
- MBA Finance from IMED PUNE.



In-house research ecosystem

Source : ICICI Direct Research

Coverage

People 

Differentiated products

• 25 Member Fundamental Analyst team 
• Won 25+ awards for best research house/analyst

• 300+ Companies under coverage 
• Coverage spread evenly between large cap (30%), mid cap (38%) & small cap (32%)

▪ Running equity advised baskets since Sep 2016
▪ Golden stock basket from large and mid cap space
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Second largest non - bank mutual fund distributor2

Active research coverage of around 300 companies across 16 sectors

Leading investment bank in equity capital market3

1. By brokerage revenue: Sources: Investor presentations, Annual reports & Estimates
2. Source: AMFI (in terms of revenue), period: FY18
3. Source: Prime database; for Equity Capital Market (ECM): IPO/FPO/InvIT, QIP/IPP, Rights issue, Offer for sale

Leading equity broker in India1 powered by ICICI Direct 

Pioneers of online broking in India – Started in 2000

One of India’s largest private wealth management outfits with AUA of over INR1 tn

ICICI Securities – A Financial Powerhouse
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Disclaimer:

Risk Factors & Disclaimers
Please note, the contents of this document are for information purpose only. The data points used throughout the document may be dated and may not be relevant 
after the issuance of the document. ICICI Securities do not take any responsibility of updating any information in this document. Please refer to the  disclosure 
document for detailed risk factors and other disclosures before taking any investment decisions.
The information contained in this document is strictly confidential and shall not be altered in any way, transmitted to, or copied or distributed, in part or in whole, to 
any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities Ltd.
All clients have an  option to invest  in  the above products      /  investment approach directly, without intermediation of persons engaged in distribution 
services .Kindly contact us at pmshelpdesk@icicisecurities.com.

Risk foreseen: The investment strategy is based on ISEC Proprietary model and continues to have concentrated and systematic risks.
ICICI Securities Ltd. provides portfolio management services to the investors directly without any intermediation of any persons engaged in distribution services. It 
may appoint distributor / intermediaries for the purpose of distribution of its PMS products in which case also investors will have the option to be on-boarded 
directly without any intermediation.
“Please note that performance of your portfolio may vary from that of other investors and that generated by the Investment Approach across all investors because 
of 1) the timing of inflows and outflows of funds; 2) differences in the portfolio composition because of restrictions and other constraints.”
Please visit APMI website www.apmiindia.org under report section to view the performance of other Portfolio Manager.

Please refer Disclosure Documents and Risk Factors stated therein before investing in Portfolio Management Services.
ICICI Securities Ltd. (I-Sec). Registered office of I-Sec is at ICICI Securities Ltd. - Stock Exchange Ltd., SEBI Regn. No. INB011286854 (CM) , SEBI Regn No. 
INF010773035 (F&O). AMFI Regn. No.: ARN-0845, Corporate Agent of ICICI Prudential & ICICI Lombard, Composite Corporate Agent License No. 2613930. 

Registered office of I-Sec is at ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025, India. 

Tel No: 022 - 2288 2460, 022 - 2288 2470. I-Sec is a SEBI registered Portfolio Manager, Registration no. INP000004060. Investment in securities market are subject
to market risks, read all the related documents carefully before investing. I-Sec and affiliates accept no liabilities for any loss or damage of any kind arising out of any
actions taken in reliance thereon. The information provided is not intended to be used by investors as the sole basis for investment decisions, who must make their
own investment decisions, based on their own investment objectives, financial positions and needs of specific investor. The information provided may not be taken
in substitution for the exercise of independent judgment by any investor. The investor should independently evaluate the investment risks and make independent
judgment with regard suitability, profitability, and fitness of any product or service offered herein above. Investors' capital may not be guaranteed and they could
lose all or substantial portion of their investment. The products described in this document may not be protected against sovereign risk including risks arising from
any changes in applicable Indian or other relevant laws, represent speculative investments and may involve a high degree of risk.

Risk Factors & Disclaimers

17



Source : ICICI Direct Research

Thank You
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