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The R-Word: Redefining “Regime” in Active Management

The term “regime” is one of those words everyone uses but few define with precision.

•	 The Trader: Regime = risk appetite (risk-on / risk-off).

•	 The Strategist: Regime = the dominant factor drivers explaining markets right now.

•	 The Quant: Regime = market structure (high correlation vs. high dispersion).
.

We believe the R-word is fundamentally a question of navigation. Quant Insight’s Macro 
Factor Equity Risk Model (MFERM) is our ship’s radar, measuring the Macro Share of Risk (MSR) 
for every stock to provide a clear map of systemic risk.

    Navigating the Tail Risks (The Iceberg Analogy) 

Think of the tails of the MSR distribution to manage systemic exposure:

•	 Left Tail (Complacency): When MSR is deep in the left tail, we risk macro complacency 
and hitting the “iceberg” of systemic shock. We retreat to safety.

•	 Right Tail (Fear): When MSR is deep in the right tail, macro fear is high. There is a strong 
case to harvest the embedded macro risk premia because we see a clear path to escape 
the immediate danger.
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    The Core Alpha Decision (The Deck Chair Analogy)

However, for the majority of the journey, we are paid to make a choice: where is the best 
“deck chair” to enjoy the view? As Mahmood Noorani said at the recent Neudata conference, 
rather than predicting macro, you must focus on understanding the prevailing regime that 
drives alpha value.

Where is value generated from taking risk? Should we tilt towards stocks carrying high 
embedded Macro Risk Premia, or pivot to those exhibiting high Idiosyncratic Risk Premia (the 
traditional goal of stock-pickers)?

Qi’s MFERM helps determine which source of alpha is currently dominating, ensuring you 
are allocated to the currently rewarded value. Whether we are in a “Fed Put” world, a “soft 
landing,” an AI thematic, or a “TACO” world—our framework guides you to make that choice.
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Disclaimer
This document is being sent only to investment professionals 
(as  that  term  is  defined  in  article  19(5)  of  the  Financial Services  
and  Markets  Act  2000  (Financial  Promotion) OrdeRSq005  
(“FPO”))  or  to  persons  to  whom  it  would otherwise be lawful to 
distribute it. Accordingly, persons who do  not  have  professional  
experience  in  matters  relating  to investments  should  not  rely  on  
this  document.  The information  contained  herein  is  for  general  
guidance  and information only and is subject to amendment or 
correction. 

This document is not directed to, or intended for distribution 
to or use by, any person or entity who is a citizen or resident of  
or  located  in  any  locality,  state,  country  or  other jurisdiction  
where  such  distribution,  publication,  availability or use would 
be contrary to law or regulation. This document is provided 
for information purposes only, is intended  for  your  use  only,  
and  does  not  constitute  an invitation or offer to subscribe for 
or purchase any securities, any  product  or  any  service  and  
neither  this  document  nor anything  contained  herein  shall  form  
the  basis  of  any contract  or  commitment  whatsoever.  This  
document  does not constitute any recommendation regarding 
any securities, futures,  derivatives  or  other  investment  products.  
The information  contained  herein  is provided  for informational 
and  discussion  purposes  only  and  is  not  and  may  not  be 

relied  on  in  any  manner  as  accounting,  legal,  tax, investment, 
regulatory or other advice. Information  and  opinions  presented  
in  this  document  have been  obtained  or  derived  from  sources  
believed  to  be reliable,  but  Quant  Insight  Limited  (QI)  makes  
no representation  as  to  their  accuracy  or  completeness  
or reliability  and  expressly  disclaims  any  liability,  including 
incidental  or  consequential  damages  arising  from  errors  in 
this publication. No reliance may be placed for any purpose on 
the information and opinions contained in this document. No  
representation,  warranty  or  undertaking,  express  or implied, is 
given as to the accuracy or completeness of the information or 
opinions contained in this document by any of QI, its employees 
or affiliates and no liability is accepted by such persons for the 
accuracy or completeness of any such information or opinions. 

Any  data  provided  in  this  document  indicating  past 
performance  is  not  a  reliable  indicator  of  future returns/
performance. Nothing contained herein  shall  be relied  upon  
as  a  promise  or  representation  whether  as  to past  or  future  
performance.  This  presentation  is  strictly confidential  and  may  
not  be  reproduced  or  redistributed  in whole  or  in  part  nor  
may  its  contents  be  disclosed  to  any other  person  under  any  
circumstances  without  the  express permission of Quant Insight 
Limited.
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