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( Introduction )

Most equity risk models were not built for the macro environment you are managing
throughright now. They decomposeriskinto style factors, sector exposures, and
residuals. Whenrates spike, credit spreads widen, or a currency regime shifts, those
models show you the damage after the fact. The macro driver sits in the residual,
unattributed and unmanaged.

That gapis notaminorlimitation. Itis why portfolios bleed alpha during macro-driven
drawdowns while the risk system reports nothing unusual until the P&L is already
moving.

Macro factor models address this directly. Here are five specific ways they outperform
traditional equity risk modelsin 2026.

( 1. Macro Factor Models Attribute Returns to Actual Economic Drivers )

Traditional equity risk models decompose returns using statistical or fundamental
factors: value, momentum, size, quality, sector. These are useful proxies, but they are
not the underlying forces driving price. They are correlations dressed up as
explanations.

Amacro factormodel maps each security's return directly to economic variables:
interestrate levels, credit spreads, inflation expectations, FX, commodity prices,
growthindicators. When arate move hits your portfolio, you see which positions are
exposed and by how much, expressed in the same units as the economic eventitself.

The Quant Insight MFERM does this at the individual security level, updated daily, across
18,000+ securities. Thatis not a macro overlay applied to a traditional model. Itis a
dedicated equity risk model where macrois the architecture, not an add-on.

-
Model Type Factor Architecture Macro Attribution Update Frequet
Traditional (Barra/Axioma) Style, sector, statistical Residual only Weekly/Montt
MFERM (Quant Insight) Economic variables Direct, per-security Daily
N\
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( 2. They Separate Macro Beta from Genuine Alpha )

Thisis the problem most equity PMs cannot solve cleanly with existing tools. If yourlong
bookis generating positive returns during arisk-on macro regime, how much of thatis
skilland how muchis macro beta you happened to be long?

Traditional models will show factor attribution, but they cannot cleanly decompose
macro-drivenreturn fromidiosyncratic return at the single-stock level. The resultis
alphainflation: you think you are generating stock-specific edge when you are actually
riding amacro tide.

Macro factor modelsisolate the two components explicitly. MFERM produces a daily
decomposition of each security's returninto its macro-driven component and its
genuine idiosyncratic return. That separationis the foundation for honest alpha
measurement and for portfolio construction that actually targets what you intend to
target.

The stated alpha benefit from tilting toward macro oridiosyncratic premia based on
MFERM signalsis +2.5% annually. That figure comes from 15 years of validated daily
data, not a backtest tuned to asingle cycle.

( 3. They Detect Regime Shifts Before the Drawdown s Priced In )

Traditional risk models are largely backward-looking. Factorloadings update slowly.
Volatility estimates lag realized moves. By the time a macro regime shift shows up in
yourrisk report, the market has already repriced.

Macro factor models can detect the shiftinreal time by measuring how much of total
market risk is being explained by macro factors at any given moment. When that
proportionrises sharply, the market isrotating from a bottom-up, fundamentals-driven
regime to atop-down, macro-driven one. Position sizing, hedging strategy, and factor
tilts allneed to adjust accordingly.

The Macro Risk Pulse (MRP) provides exactly this signal: a daily reading of the
proportion of S&P 500 risk currently explained by macro factors. Ahigh MRP reading
tells you that stock-picking skillis being overwhelmed by macro forces. Alow reading
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tellsyou the marketis rewarding fundamentals and idiosyncratic research. These are
not the same environment, and managing themidentically is a structural error.

( MRP Signal Regime Interpretation Portfolio Implication
High Macro-driven, top-down Reduce single-stock sizing; hedge macro exposure:
Low Fundamentals-driven, bottom-up Increase idiosyncratic tilts; reward stock selection
L Rising Regime transition underway Reduce net exposure; monitor factorloadings daily

( 4. They Provide Macro-Implied Valuation at the Security Level )

Valuation models built on earnings multiples or DCF frameworks do not capture the
macro environment embedded in current prices. A stock trading at 18x forward
earnings may look cheap or expensive depending entirely on where rates, credit, and
growth expectations are priced. Traditional risk models do not tell you that.

A macro valuation engine computes the implied fair value for each security based onits
current macro factor exposures and the prevailing macro environment. When price
diverges significantly from macro-implied fair value, that divergence is a signal: either
the macro environment is about to shift, orthe security is mispriced relative to the
currentregime.

Quant Insight's Macro Valuation engine covers 18,000+ securities across equities and
multi-asset classes, updated daily. Foralong/short equity PM, thatis a daily screen for
macro-driven mispricings that your fundamental analysts may not be capturing. Fora
CRO, itisacross-asset valuation monitor that goes beyond what Bloomberg PORT or
Barra currently provides.
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( 5. They Make Macro Exposure Manageable, Not Just Visible )

Knowing you have macro exposure is not the same as being able to do something about
it. Traditional models will show sector concentrations or factor tilts, but translating
those into specific macrorisk reductionis not straightforward. Which positions are
driving your rates sensitivity? Which names are amplifying your credit spread exposure?

Macro factor models answer those questions at the security level, daily. That granularity
makes it possible to reduce net macro exposure with precision, rather than reaching for
blunt sector or factorhedges thatintroduce unintended basis risk.

MFERM supports stress testing and tail-risk quantification against specific macro
scenarios: a 50-basis-point rate shock, a credit spread widening of a given magnitude,
adollarmove. You can see the portfolio-levelimpact and trace it back to the individual
positions drivingit. Thatis actionable risk management, not just risk reporting.

( Where Macro Factor Models Fit in Your Existing Stack )

Quant Insightis not areplacement for Barra, Axioma, or FactSet. If you are already
running one of those models, you know what they do well. The gap they leave is daily
macro-versus-idiosyncratic decomposition at the single-stocklevel. Thatis precisely
what MFERM fills.

The platform was built by former macro portfolio managers who raninto this problem
themselves. Itis not a quant vendor's academic exercise. The methodology is
transparent, the data pipeline updates daily, and the technology infrastructure includes
market microstructure data supplied by BMLL Technologies.

Forequity portfolio teams and multi-asset risk teams who need more than their current
risk stack provides, the research and methodology behind MFERMis documented at
quant-insight.com/insights, including published work on dual risk premia and
alpha-beta separation.
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Capability Barra / Axioma

MFERM (Qi)

Style & sector factor attribution

Daily macro factor attribution (security level) —

Macro vs. idiosyncratic decomposition —

Macro Risk Pulse (regime indicator) —

Macro-implied valuation (18,000 + securities) —

Macro scenario stress testing Partial

Daily update cadence Varies

Whatis the difference between a macro factor model and a traditional
equity risk model?

Atraditional equity risk model decomposes returns using style factors such as value,
momentum, and sector. Amacro factor model maps returns directly to economic
variables like interest rates, credit spreads, and inflation expectations at the individual
security level. The distinction matters because macro-driven drawdowns often appear
asunexplainedresidualsin traditional models.

Can a macro factor model replace Barra or Axioma?

No, and thatis not the right framing. Macro factor models like MFERM complement
existingrisk stacks by adding daily macro-versus-idiosyncratic decomposition at the
single-stock level, which Barra and Axioma do not provide as their primary capability.
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What is the Macro Risk Pulse and how is it used?

The Macro Risk Pulse (MRP) is a real-time indicator measuring the proportion of total
S&P 500 risk currently explained by macro factors. A high reading signals a top-down,
macro-drivenregime. Alow reading signals a bottom-up, fundamentals-driven
environment. PMs use it to adjust position sizing and factor tilts based on the prevailing
regime.

How does MFERM isolate genuine alpha from macro beta?

MFERM decomposes each security's daily return into a macro-driven component and
anidiosyncratic component. The idiosyncratic return, after stripping out macro factor
exposure, represents the stock-specific return attributable to fundamentals and
genuine alpha generationrather than macro tailwinds.

How many securities does the platform cover and how frequently is it
updated?

The platform covers 18,000+ securities across equities and multi-asset classes. Both
the MFERM and the Macro Valuation engine update daily, giving portfolio managers and
risk teams a current view of macro exposures and macro-implied fair values.

What s the evidence base for the alpha benefit claimed by MFERM?

The stated alpha benefit of +2.5% annually comes from tilting toward macro or
idiosyncratic premia based on MFERM signals, validated on 15 years of daily data across
the full security universe.

Who is Quant Insight built for?

The platformis built for equity portfolio managers and CROs at hedge funds,
multi-manager platforms, and boutique asset managers running institutional
strategies. Itis designed for practitioners who already understand macro and need a
more precise way to measure it at the security level, daily.
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( Conclusion >

The gap between what traditional risk models report and what is actually driving your
portfoliois not a data problem. Itis a model architecture problem. Macro factor models
solve it at the level where it matters: the individual security, updated every day.

MFERM does not askyou toreplace the infrastructure you already have. It adds the layer
thatinfrastructure was never designed to provide: daily, security-level visibility into
macro-driven versus idiosyncratic return, macro-implied fair value, and areal-time
regime indicator.

The next time your portfolio moves on a macro event and your risk system doesn't tell
youwhy, the architecture gap is the answer.

Learn more at quant-insight.com.
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