The MSCI Multi-Asset Class Factor Model
MAC Tier 2

The MSCI MAC Factor Model provides high to low granularity in looking at systematic strategy factors
through an integrated and consistent framework

Better manage total portfolio investment objectives

Investors are seeking outcome-oriented strategies to help balance risk profiles with return targets. The MSCI

Multi-Asset Class Factor Model provides insight into factor-based asset allocation to target key drivers of risk and

return. The MAC model allows for the identification of systematic strategies in equities, fixed income, commodities,

and currencies and improves communication of portfolio exposures at different levels of granularity for different

audiences.

MAC Tier 2 - Allocate with Systematic Strategies

Expanding on the factors for strategic asset allocation, Tier 2 introduces additional factors to reflect common tilts away from
market-weighted portfolios. These include both traditional tilts such as cyclical vs. defensive sectors, and systematic strategy
factors reflecting common forms of smart beta investing.

Tier 2 in the MSCI Multi-Asset Class Factor Model
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25 factors to attribute
the key drivers of
global risk and return
across the investible
marketplace

Available in multiple
horizons from
ultra-short to extra-long




Tier 2 Factors

Systematic Strategies

Identify common style strategies across asset classes to
spotlight intended and unintended tilts

Emerging Market Equity

Reflects the currency-hedged return of emerging and frontier
equity markets relative to the developed markets

Cyclical vs. Defensive

Reflects the return of cyclical sectors relative to defensive
equity sectors

DM and EM Currency

Reflects the return of a global basket of foreign, developed-
market currencies relative to the portfolio numeraire currency

Tier 2 Factor Correlations (as of May 29, 2020)

Equity

USA Credit .

USD Rates Level -0.34 -0.30

USD Rates Steepener -0.16 -0.32 -0.50

USD Inflation - 0.48

USA Home Bias 0.14 0.09 0.01

-0.01

Equity Implied Volatility
Commodities

Real Estate

Steepener

+ Similar to the second principal component of interest rate
changes, but it is instead defined by a fixed parametric shape

Emerging Market Hard Currency Credit

+ Captures the return of investible EM sovereign bonds, broadly
aligning with major EM local currency debt indexes

Emerging Market Rates

+ Captures the return of investible EM sovereign bonds, broadly
aligning with major EM local currency debt indexes

Pure Hedge Fund Strategy

+ Additional component of return intermediate to aggregate
hedge fund returns explained by traditional and systematic
strategy factors
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Tier 2 Model Horizon: O Short (MAC.S) ® Long (MAC.L)

Source: The MSCI Multi-Asset Class Factor Model (MAC).

Note: The MAC model adopts the following sign conventions for rates, inflation and credit factors. For rates factors, positive returns correspond to positive Treasury-bond returns
and negative interest-rate changes; for inflation factors, positive returns correspond to positive returns of inflation-linked bonds (everything else equal) and negative changes in
inflation expectation; and for credit factors, positive returns correspond to positive credit-asset returns (everything else equal) and negative changes in credit spreads.

About MSCI

MSCl is a leading provider of critical decision support tools and services for the global investment community. With over 45 years of
expertise in research, data and technology, we power better investment decisions by enabling clients to understand and analyze key
drivers of risk and return and confidently build more effective portfolios. We create industry-leading research-enhanced solutions

that clients use to gain insight into and improve transparency across

To learn more, please visit www.msci.com.

the investment process.

The information contained herein (the “Information’) may not be reproduced or disseminated in whole or in part without prior written permission from MSCI. The Information may not be used to verify or
correct other data, to create indexes, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial products or other investment
vehicles. Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. None of the Information or MSCI index or other product

or service constitutes an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy. Further, none of the Information or any MSCI index is
intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. The Information is provided “as is” and the
user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF MSCI INC. OR ANY OF ITS SUBSIDIARIES OR ITS OR THEIR DIRECT OR INDIRECT
SUPPLIERS OR ANY THIRD PARTY INVOLVED IN THE MAKING OR COMPILING OF THE INFORMATION (EACH, AN “MSCI PARTY”") MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM
EXTENT PERMITTED BY LAW, EACH MSCI PARTY HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE. WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE MSCI PARTIES HAVE ANY LIABILITY REGARDING ANY
OF THE INFORMATION FOR ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL (INCLUDING LOST PROFITS) OR ANY OTHER DAMAGES EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH
DAMAGES. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited
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