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Today’s Agenda

● Wolfe QES’s Next Generation Factors

● What Is a Stock’s “Exposure” to a Factor?

● Hedge Fund Crowding & Short Interest Factors

● Analysis of Hedge Fund 13F Portfolios



NEXT GENERATION FACTORS



Next Generation Factors

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.



Next Generation Factors

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.

● We analyze the opportunity 
set to measure the 
explanatory power of our 
model. The opportunity set is 
the long-short portfolio 
signal-weighted by the 1M 
forward return of stocks in the 
risk estimation universe.

Source: Bloomberg Finance LLP, FTSE Russell, Haver, S&P Capital IQ, Thomson Reuters, Wolfe Research Luo’s QES



Next Generation Factors

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.

● Next generation factors 
Interest Rates, Oil Prices, HF 
Crowding, and Short Interest 
all  explained significant US 
Equity return dispersion in the 
post-Global Financial Crisis 
time period.

Source: Bloomberg Finance LLP, FTSE Russell, Haver, S&P Capital IQ, Thomson 
Reuters, Wolfe Research Luo’s QES



What Is a Stock’s Exposure to a Factor?

● Conventional models z-score raw factor signals within the risk estimation 
universe to estimate the exposure of stock to a factor.  However this metric 
does not measure the statistical relationship between stock returns and 
factor returns.

● Wolfe QES risk models use z-scores to construct factor portfolios, but then 
we estimate the regression betas of stock returns to factor portfolio returns. 

● Our stock exposures are then 75% regression beta + 25% z-score within 
the risk estimation universe, reflecting the statistical relationship between 
stock and factor returns.

● Wolfe QES models also cover stocks outside the risk estimation 
universe, in this case exposure reflect 100% regression beta. This allows us 
to measure exposure of non-US stocks to US factors.

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.



What Is a Stock’s Exposure to a Factor?

● AMZN has a consistently positive z-score to Growth metrics, however stock 
returns had negative beta to the factor returns in March 2020.

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.

Source: Bloomberg Finance LLP, FTSE Russell, Haver, S&P Capital IQ, Thomson Reuters, 
Wolfe Research Luo’s QES

Source: Bloomberg Finance LLP, FTSE Russell, Haver, S&P Capital IQ, Thomson Reuters, 
Wolfe Research Luo’s QES



Hedge Fund Crowding & Short Interest Factors

● Hedge Fund Crowding is constructed using quarterly 13F-based signals 
and is a composite of Intensity (% float owned by HFs) and Level (total 
notional $ owned by HFs).

● Short Interest is constructed using daily securities lending data aggregated 
from broker-dealers by Markit.  Specifically, the signal is utilization which 
measures shorts outstanding relative to available inventory.

● Both factors moved very significantly on a broad hedge fund de-risking in 
mid-March which saw HF Crowding drop as PMs sold popular longs and 
Short Interest rally as PMs covered popular shorts.

● Short Interest performance is currently stretched to the upside as popular 
shorts are a pain trade in the risk rally.

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.



Measuring Crowding and Short Interest for A Broader Universe

Source: Security Search On Omega Point, Omer Cedar



Hedge Fund Crowding & Short Interest Factor Returns

Source: Factor Profile on Omega Point, Omer Cedar.



ANALYSIS OF HEDGE FUND 13F 
PORTFOLIOS



Analysis of Hedge Fund 13F Portfolios

Source: Wolfe Research, QES Risk & Investment Solutions, Hallie Martin.

Source: Bloomberg Finance LLP, FTSE Russell, Haver, S&P Capital IQ, Thomson 
Reuters, Factset, Wolfe Research Luo’s QES

Source: Bloomberg Finance LLP, FTSE Russell, Haver, S&P Capital IQ, Thomson 
Reuters, Factset, Wolfe Research Luo’s QES

● We also analyze the Hedge Fund Aggregate portfolio, which weights stocks by total notional 
invested across all 13F hedge fund portfolios.

● 13F filings and short interest data suggest a reduction in gross notional by Equity L/S, 
consistent with moves in our Hedge Fund Crowding and Short Interest factors in mid-March.



Recent Sector Exposures of the 13F Portfolio

Source: Active Portfolio Risk on Omega Point, Omer Cedar



Style Factors Have Explained Most of The Hedge 
Fund 13F Recent Active Volatility

Source: Active Risk on Omega Point, Omer Cedar



And Have Driven Most of the Hedge Fund 13F’s 
Active Returns...

Active Returns Measured vs The SP500 Benchmark

Source: Active Portfolio Returns on Omega Point, Omer Cedar



Short Interest Second Highest Performing Factor Since 
COVID

Source: Market Summary, Factor Returns on Omega Point, Omer Cedar.



Current Highest Exposures To Short Interest

Source: Daily Style Exposures on Omega Point, Omer Cedar.



Key Takeaways

● Wolfe Research & Omega Point have partnered to provide a unique lens on 
risk across global equity portfolios using next generation factors.

● In addition to standard z-scores, Wolfe QES’s exposure methodology 
incorporates the actual betas of stocks to factors. This methodology also 
enables coverage of stocks outside the risk universe.

● Style factors have recently contributed significant risk and return in 
13F-based Hedge Fund portfolios.

● Coming next… Wolfe QES’s sector risk models
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