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Chart of the Week

Low-Volatility Stocks Beating Broader Market
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Source: Bloomberg Finance L.P., Momentum Global Investment Management, as at 13 March 2025.

What this chart shows

Minimum volatility (or "min vol") strategies aim to provide equity market exposure while reducing
overall risk. They achieve this by emphasizing stocks that have historically exhibited lower price
swings and lower correlations with each other. Unlike defensive sector funds, which concentrate on
specific industries like utilities or healthcare, min vol strategies use quantitative portfolio optimization
to construct a diversified mix of stocks with lower volatility characteristics.

So far in Q12025, minimum volatility strategies have outperformed the S&P 500. This has echoes of
the unwinding of the Tech Boom in 2000. From Q1 2000, tech stocks retreated from lofty valuations
investors sought solace in minimum volatility stocks. Over the next two years the market retreated
24% with minimum volatility stocks falling 5%, that's an annualised outperformance of over 10%.
However, several macroeconomic and market-specific factors help explain this shift:

Rising Market Volatility: While equities have continued to grind higher, market volatility has increased
due fo concerns over persistent inflation, Federal Reserve policy uncertainty, and geopolitical risks.
In such an environment, high-beta stocks tend to experience larger price swings, while min vol
stocks—often characterised by more stable earnings and lower market sensitivity—hold up better.

Defensive Rotation & Sector Trends: Investors have started to rotate away from high-growth, high-
valuation stocks (such as tech) foward more stable, defensive companies. With the market pricing
in the increasing risk of recession in the US, sectors like consumer staples, utilities, and healthcare,
which tend to be more heavily represented in min vol strategies, have benefited from this shift.

Interest Rate & Liquidity Concerns:The potential for higher-for-longer rates increase pressure
on speculative, high-growth stocks while favouring companies with stronger balance sheets,
predictable cash flows, and lower leverage—a profile that aligns with many min vol holdings.

Risk-Adjusted Return Focus: With markets still near all-time highs, investors are more conscious of
downside risks and are shifting foward strategies that offer a smoother ride without sacrificing too
much upside potential. Historically, min vol strategies tend to outperform in volatile or uncertain
periods, as they provide equity exposure while reducing drawdowns.

Why this is important

The outperformance of minimum volatility in Q12025 reflects a market environment where investors
are becoming more cautious, favouring stability over speculative momentum. While min vol
strategies are not designed to lead in strong bull markets, their ability to weather market turbulence
and provide smoother returns is proving attractive in an environment of rising volatility and shifting
macroeconomic expectations. If uncertainty persists, this trend could continue throughout the year.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
HERERFBERLF

9th Floor, Centre Mark Il

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have intferests, in any financial
product referred to in this email. Belvest
has policies designed to negate conflicts
of interest. Unless otherwise stated, this
e-mail is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 2827 1199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
atfachments are not encrypted and cannot
be guaranteed fo be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



