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Team Introduction



•Investment Strategy Review

•Portfolio Performance

•Lessons Learned

Agenda
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Our Path to an
Investment Strategy
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Valuation Identity

𝑀𝑡 =
σ𝜏=1
∞ 𝐸 𝑌𝑡+𝜏− 𝑑𝐵𝑡+𝜏

1 + 𝑟 𝜏 → 𝑀𝑡
𝐵𝑡
=
σ𝜏=1
∞ 𝐸 𝑌𝑡+𝜏− 𝑑𝐵𝑡+𝜏

𝐵𝑡 1+ 𝑟 𝜏

Value

Expected Profitability Expected Investment
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𝑀𝑎𝑐𝑎𝑢𝑙𝑎𝑦 𝐷𝑢𝑟𝑎𝑡𝑖𝑜𝑛 = 

𝑖

𝑛

𝑡𝑖
𝑃𝑉

𝑉

Equity Duration

Source: Gonçalves (2021) 

1

➢ Duration calculated through 
expected cash flows, investment 
value, and discount rate
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𝑀𝑎𝑐𝑎𝑢𝑙𝑎𝑦 𝐷𝑢𝑟𝑎𝑡𝑖𝑜𝑛 = 

𝑖

𝑛

𝑡𝑖
𝑃𝑉

𝑉

𝐸𝑞𝑢𝑖𝑡𝑦 𝐷𝑢𝑟𝑎𝑡𝑖𝑜𝑛 = 

ℎ=1

∞

𝑤𝑗,𝑡
(ℎ)

ℎ

Equity Duration

Source: Gonçalves (2021) 

1

➢ Duration calculated through 
expected cash flows, investment 
value, and discount rate

➢ Equity duration equation derived 
from bond duration formula

2
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𝑤 =
𝐸𝑡[𝐶𝐹𝑗,𝑡+ℎ]∙𝑒

−ℎ∙𝑑𝑟𝑗,𝑡

𝑉𝑗,𝑡

𝑀𝑎𝑐𝑎𝑢𝑙𝑎𝑦 𝐷𝑢𝑟𝑎𝑡𝑖𝑜𝑛 = 

𝑖

𝑛

𝑡𝑖
𝑃𝑉

𝑉

𝐸𝑞𝑢𝑖𝑡𝑦 𝐷𝑢𝑟𝑎𝑡𝑖𝑜𝑛 = 

ℎ=1

∞

𝑤𝑗,𝑡
(ℎ)

ℎ

Equity Duration

Source: Gonçalves (2021) 

1

➢ Duration calculated through 
expected cash flows, investment 
value, and discount rate

➢ Equity duration equation derived 
from bond duration formula

➢ Equity duration makes use of 
same variables as bond duration

2

3
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𝐸𝑡[𝑃𝑂𝑗,𝑡+ℎ]

𝐵𝐸𝑗,𝑡
= 𝐸𝑡 𝑒𝐶𝑆𝑝𝑟𝑜𝑓𝑗 ,𝑡_ℎ−𝐵𝐸𝑔𝑗,𝑡+ℎ− 1 ∙ 𝑒

σ𝜏=1
ℎ 𝐵𝐸𝑔𝑗,𝑡+𝜏

Cash Flows, Discount Rates & Horizons

➢ Cash flows are a function of 
value, profit, growth, and 
leverage

Source: Gonçalves (2021) 

4
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𝐸𝑡[𝑃𝑂𝑗,𝑡+ℎ]

𝐵𝐸𝑗,𝑡
= 𝐸𝑡 𝑒𝐶𝑆𝑝𝑟𝑜𝑓𝑗 ,𝑡_ℎ−𝐵𝐸𝑔𝑗,𝑡+ℎ− 1 ∙ 𝑒

σ𝜏=1
ℎ 𝐵𝐸𝑔𝑗,𝑡+𝜏

Cash Flows, Discount Rates & Horizons

➢ Cash flows are a function of 
value, profit, growth, and 
leverage

➢ Eq. 5 is vector autoregression 
predicting future value of state 
variables with previous period

Source: Gonçalves (2021) 

𝑌1,𝑡 = 𝛼1 +𝛽11,1𝑌1,𝑡−1+𝛽12,1𝑌2,𝑡−1+ 𝜖1,𝑡
𝑌2,𝑡 = 𝛼2 + 𝛽21,1𝑌1,𝑡−1+𝛽22,1𝑌2,𝑡−1+ 𝜖2,𝑡

4
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𝐸𝑡[𝑃𝑂𝑗,𝑡+ℎ]

𝐵𝐸𝑗,𝑡
= 𝐸𝑡 𝑒𝐶𝑆𝑝𝑟𝑜𝑓𝑗 ,𝑡_ℎ−𝐵𝐸𝑔𝑗,𝑡+ℎ− 1 ∙ 𝑒

σ𝜏=1
ℎ 𝐵𝐸𝑔𝑗,𝑡+𝜏

Cash Flows, Discount Rates & Horizons

➢ Cash flows a function of 
value, profit, growth, and 
leverage

➢ Eq. 5 is vector autoregression 
predicting future value of state 
variables with previous period

➢ Rewrite Eq. 4 with CF from VAR 
& substitute into Eq. 2 to solve

Source: Gonçalves (2021) 

𝐵𝐸𝑗,𝑡
𝑀𝐸𝑗,𝑡

∙

ℎ=1

∞

ℎ ∙ 𝑒(1𝐶𝑆𝑝𝑟𝑜𝑓−1𝐵𝐸𝑔)
′Γℎ𝑠𝑗,𝑡+𝑣1 ℎ −1 ∙ 𝑒1𝐵𝐸𝑔

′ (σ𝜏 =1
ℎ Γ𝜏)∙𝑠𝑗,𝑡+ℎ∙𝑣2 ℎ −ℎ∙𝑑𝑟𝑗 ,𝑡

𝑌1,𝑡 = 𝛼1 +𝛽11,1𝑌1,𝑡−1+𝛽12,1𝑌2,𝑡−1+ 𝜖1,𝑡
𝑌2,𝑡 = 𝛼2 + 𝛽21,1𝑌1,𝑡−1+𝛽22,1𝑌2,𝑡−1+ 𝜖2,𝑡
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Alphas & Betas of Duration Deciles

Source: Gonçalves (2021) 
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Alphas & Betas of Duration Deciles

Source: Gonçalves (2021) 
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Measuring Value and Profitability

Source: Gonçalves (2021) 
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Book-to-Market 𝑏𝑚𝑗,𝑡 = log
𝐵𝐸𝑗,𝑡
𝑀𝐸𝑗,𝑡

Payout Yield 𝑃𝑂𝑦𝑗,𝑡 = log
1 + 𝑃𝑂𝑗,𝑡

𝑀𝐸𝑗,𝑡

Sales Yield 𝑌𝑦𝑗,𝑡 = log
𝑌𝑗,𝑡
𝑀𝐸𝑗,𝑡
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Clean Surplus Earnings 𝐶𝑆𝑝𝑟𝑜𝑓𝑗,𝑡 = log 1 +
𝐶𝑆𝐸𝑗,𝑡
𝐵𝐸𝑗,𝑡−1

Return on Equity 𝑅𝑂𝐸𝑗,𝑡 = log 1 +
𝐸𝑗,𝑡

0.5𝐵𝐸𝑗,𝑡 +0.5𝐵𝐸𝑗,𝑡−1

Gross Profitability 𝐺𝑝𝑟𝑜𝑓𝑗,𝑡 = log 1 +
𝐺𝑃𝑗,𝑡

0.5𝐴𝑗,𝑡 +0.5𝐴𝑗,𝑡−1
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What happened?
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Challenges and Pivot to Value-Profitability

➢ In December, team had working 
vector autoregression (VAR)

➢ Couldn’t estimate discount rates

➢ Integrate VAR with root-finding 
algorithm

➢ Implement v1,2 (h) parameters

➢ Pivoted when progress ceased 
in January

16
Source: SIM Fund analysis



Constructing the Value-
Profitability Portfolio
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Calculating Metrics

Book-to-Market 
Z-scores

Payout Yield
Z-scores

Value 
Z-score

Sales Yield
Z-scores

Clean Surplus 
Earnings
Z-scores

Return on Equity
Z-scores

Profitability
Z-score

Gross 
Profitability

Z-scores
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Value-Profitability Industry Weights - Initial

GICS Sector Value Profitability Z Score Russell 3000 Weight Portfolio Tilt Portfolio Weight

Energy 0.57 4.71% 5.00% 9.71%

Consumer Staples 0.26 6.14% 5.00% 11.14%

Industrials 0.14 9.23% 5.00% 14.23%

Materials 0.30 2.46% 0.34% 2.80%

Communication Services 0.03 8.10% 0.00% 8.10%

Financials -0.22 12.66% 0.00% 12.66%

Consumer Discretionary 0.53 10.69% 0.00% 10.69%

Information Technology -0.25 27.60% -5.00% 22.60%

Health Care -0.52 13.07% -5.00% 8.07%

Utilities -0.19 2.43% -2.43% 0.00%

Real Estate 0.17 2.91% -2.91% 0.00%

+ =

Source: SIM Fund analysis
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Performance of the Value-
Profitability Portfolio

20
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Establishing Benchmarks

Benchmark Reasoning

IWV (iShares Russell 3000) Performance of our investable universe; Primary Benchmark

VFVA (Vanguard Value ETF) Benchmark against performance of value factor

DUHP (Dimensional U.S. Profitability ETF) Track performance against profitability factor

AVLV AVUV 80/20 Blend
Lowest tracking error. AVLV tracks large cap, AVUV tracks 

small cap value and profitability stocks
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Excess Return: 7.47%
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Excess Return: 5.26%



Portfolio vs DUHP Inception to Date
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Portfolio vs AVANTIS 80/20 Inception to Date
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Average Portfolio Weightings

26

GICS Sector Russell 3000 Weight % Portfolio Tilt % Portfolio Weight %

Energy 4.00 5.83 9.83

Consumer Staples 5.66 5.34 11.00

Industrials 9.86 4.34 14.20

Materials 2.64 3.06 5.70

Communication Services 8.23 -0.16 8.07

Financials 13.62 0.04 13.66

Consumer Discretionary 10.62 -2.94 7.68

Information Technology 27.56 -5.35 22.21

Health Care 12.58 -4.93 7.65

Utilities 2.20 -2.20 0.00

Real Estate 2.83 -2.83 0.00

+ =



Attribution - Sectors

27

GICS Sector Return % Contribution % Total Attribution %

Energy 33.49 2.64 1.83

Consumer Staples 14.64 1.38 0.66

Industrials 14.65 1.13 -0.55

Materials 37.15 0.31 -0.21

Communication Services 12.41 0.32 -1.02

Financials 21.91 1.99 0.64

Consumer Discretionary 5.38 -0.07 -0.36

Information Technology 47.02 5.06 3.01

Health Care -7.15 -0.73 -1.02

Utilities 0.00 0.00 0.00

Real Estate 0.00 0.00 0.00



Special Instances and
Breakout Performance
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➢ Super Micro Computer

➢ Builders FirstSource

➢ Marathon Petroleum 

➢ News Corp

Security Impact Within Portfolio

29

➢ Avis Budget Group

➢ Perficient

➢ Hertz Car Rental

➢ AMN Healthcare Services

➢ Macy’s 

➢ Discover Financial 
Services

➢ Chesapeake Energy

➢ Kroger & Albertsons

The
Good

The
Bad

The
M&A



 $-

 $200.00

 $400.00

 $600.00

 $800.00

 $1,000.00

 $1,200.00

 $1,400.00

10/2/23 11/2/23 12/2/23 1/2/24 2/2/24 3/2/24 4/2/24

The Good - Super Micro Computers

30

Nov 17
Buy: $288.59

Feb 13
Sell: $791.39

Impact on Portfolio:
➢ 176.11% return on security
➢ Position increased from 

$39,000 to $109,000
➢ 5.72% contribution to total 

portfolio return
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The Bad - AVIS Budget Group

 $-
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10/2/23 11/2/23 12/2/23 1/2/24 2/2/24 3/2/24 4/2/24

Nov 17
Buy: $182.85

Feb 13
Sell: $129.81

Impact on Portfolio:
➢ -26.66% return on security
➢ Position decreased from 

$20,296 to $14,408
➢ -0.39% contribution to total 

portfolio return
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Arkhouse makes 1st

tender offer at $21 
per share

32

Macy's – Acquisition Bid

Macy’s hits $20.77 
following news leak 
($17.39 on previous 
close)

2nd Tender 
Offer at $24 
per share

Board declares 
bid non-
actionable

Impact on Portfolio:
➢ 3.85% return on security
➢ Position increased from 

$23,093 to $24,000
➢ 0.13% contribution to total 

portfolio return



Strong Anti-
Takeover 
Provisions

Why We Chose to Exit

33

Uncertainty in 
Market Conditions

No Potential 
White Knights 
Bidders



Since Exiting

34

Macy’s Board 
declined $24 
tender offer

Arkhouse awarded 
2 seats to work on 
offer consideration

Macy’s currently 
trades at $18.74 
(Exited $19.69)



Lessons &
Takeaways
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Thank You
Questions?
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Appendix
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Portfolio Constraints

➢ No more than 10% of the funds market value may be invested in the stock 
of any one company

➢ Minimum of 30 securities must be maintained by portfolio

➢ Portfolio sector weights cannot deviate more than 7.5% from the sector 
weights of the Russell 3000

➢ No more than 25% of the funds market value may be invested in a 
particular industry group or sector

➢ Minimum average daily volume of 5000 shares

➢ Companies must have market cap of at least $1 billion at time of purchase

38



Ranking Securities

Security
Value 

Z-Score
Rank

Profitability
Z-Score

Rank
Combined 

Rank
Security 

Rank

Security 1 4.5 1 -.01 1600 1601 200

Security 2 .5 300 .6 200 500 1

Security 3 .02 1000 .03 1200 2200 400

Source: SIM Fund analysis
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Security Selection

➢ # of securities within sector were determined by sector weight

➢ Sectors that did not meet diversification standards gained a security

➢ Securities were market-cap weighted within their sectors

40



Value-Profitability Portfolio Initial Investments

Source: SIM Fund analysis 
41



Value-Profitability Portfolio Final Investments

Source: SIM Fund analysis 
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Attribution – Sector Contribution to Return

43

Return (%) Contribution (%) Allocation Effect (%) Selection Eff. (%) Tot Attr

SIM FUND Port Bench +/- Port Port

100.00 100.00 0.00 16.70 16.70 -3.13 6.44 3.31

Not Classified 28.80 0.21 28.58 10.54 4.69 -4.71 4.59 -0.12

Information Technology 15.81 27.56 -11.75 47.02 5.06 -0.19 3.20 3.01

Industrials 10.11 9.86 0.25 14.65 1.13 0.08 -0.63 -0.55

Financials 9.73 13.62 -3.89 21.91 1.99 -0.13 0.77 0.64

Consumer Staples 7.83 5.66 2.17 14.64 1.38 -0.08 0.74 0.66

Energy 7.00 4.00 3.00 33.49 2.64 0.92 0.91 1.83

Communication Services 5.75 8.23 -2.48 12.41 0.32 -0.16 -0.86 -1.02

Consumer Discretionary 5.47 10.62 -5.15 5.38 -0.07 0.20 -0.55 -0.36

Health Care 5.45 12.58 -7.13 -7.15 -0.73 0.13 -1.16 -1.02

Materials 4.06 2.64 1.42 37.15 0.31 0.37 -0.58 -0.21

Utilities 2.20 -2.20 0.18 0.00 0.18

Real Estate 2.83 -2.83 0.25 0.00 0.25

Avg % Wgt

Source: SIM Fund analysis



Vanguard US Value Factor ETF

44
Source: VFVA Summary Prospectus

Advisor uses a rules-based quantitative model to evaluate U.S. common stocks.
Fund invests in stocks with relatively lower market valuations relative to 
fundamentals.
The portfolio includes a diverse mix of stocks representing many different 
market capitalizations, market sectors, and industry groups and seeks long-
term capital appreciation.
Fund Portfolio Turnover Rate of 24% over average value during latest fiscal 
year
The Value factor is measured by book value/price, forward earnings/price, 
operating cash flows/price (for non-financials only).



Dimensional US High Profitability ETF

45
Source: DUHP Summary Prospectus

Purchases marketable securities of large U.S. companies that the Advisor 
determines to have high profitability relative to other U.S. large cap 
companies. 

A security is considered to have high profitability because it has high earnings 
or profits from operations in relation to its book value or assets. 

May emphasize certain stocks, including smaller capitalization companies, 
lower relative price stocks, and/or higher profitability stocks compared to 
representation in large-cap, high profitability segment of the U.S. market. 



Avantis US Small Cap Value ETF

46
Source: AVUV Fact Sheet

Invests in U.S. small-cap companies and is designed to increase expected 
returns by focusing on firms trading at what we believe are low valuations with 
higher profitability ratios.

Seeks to identify differences in expected returns among securities and 
overweigh securities with higher expected returns based on current market 
information. 

Profitability-to-book ratio measures company's profitability relative to book 
value. Profitability is generally calculated by subtracting operating expenses 
from gross profit. Book value is a firm's reported assets minus its liabilities on 
its balance sheet.



Avantis US Large Cap Value ETF

47
Source: AVLV Fact Sheet

Invests in broad set of U.S. large-cap companies and is designed to increase 
expected returns by focusing on firms trading at what we believe are low 
valuations with higher profitability ratios.

Seeks to identify differences in expected returns among securities and 
overweigh securities with higher expected returns based on current market 
information. 

Profitability-to-book ratio measures company's profitability relative to book 
value. Profitability is generally calculated by subtracting operating expenses 
from gross profit. Book value is a firm's reported assets minus its liabilities on 
its balance sheet.



12 State Variables

48
Source: SIM Fund analysis
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Leverage
Statistics

Return on Equity Book Leverage

Gross Profitability Cash Holdings



Portfolio Timeline

49
Source: SIM Fund analysis
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Arkhouse makes 
tender offer at $21 
per share

50

Macy's – Acquisition Bid

Feb 13
Buy: $18.96

Apr 9
Sell: $19.69

Macy’s hits $20.77 
following news leak 
($17.39 on previous 
close 

2nd Tender 
Offer at $24 
per share

Macy’s Board 
rejects offer

23982.42 – 23093.28



Size Effect on Short Duration/Value Prof

51
Source: Goncalves

The premium is long-lived (lasts for at least five years) and is strong even 
among large firms (market equity in the highest NYSE quintile).



Vector Autoregression Code Calculations

Source: SIM Fund analysis
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Equation 6 Code Calculations

Source: SIM Fund analysis
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Gonçalves Deriving v1(h)

Source: Gonçalves (2021) 
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Gonçalves Deriving v2(h)

Source: Gonçalves (2021) 
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Short-Duration Subsumes Value and 
Profitability Premia

Source: Gonçalves (2021) 
56
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{Agenda

1) Investment Thesis

2) Construction Overview

3) Implementation, Performance, 

and Attribution

4) Aspects of the Process

5) Stories From Counterfactuals
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Investment Thesis

4



Copyright © 2023 Arizona Board of Regents

Post-Earnings Announcement Drift

Earnings 
Announcement

Surpasses 
Expectations

Stock Price 
Increase

“A review of the Post-Earnings-Announcement Drift”- by Josef Fink 5
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Post-Earnings Announcement Drift

10
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Construction Overview
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Construction Steps: 

Pulled Expected 
Earnings 
Releases 

Created a 
Weekly Gantt 

Schedule 

Created a 
Benchmark for 

Sector Surprises

Created Our 
Investable 
Universe 
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Creating Our Investable Universe:

Remove Megacaps
(>200B)

Russell 3000

Daily Trade Volume > 5000 

Remove Microcaps
(<1B)

3000 securities remaining

2722 securities remaining

1704 securities remaining

1673 securities remaining

Remove Utilities 1611 securities remaining
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Construction Steps: 

Pulled Expected 
Earnings 
Releases 

Created a 
Weekly Gantt 

Schedule 

Created a 
Benchmark for 

Sector Surprises

Created Our 
Investable 
Universe 
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Copyright © 2023 Arizona Board of RegentsSource: Bloomberg Terminal 

Master Gantt Chart: Seasonality of ERs

11

Week 47 48 49 50 51 52 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

Total Events per week 26 40 40 14 18 1 13 15 48 191 231 253 216 295 242 53 35 21 28 14 8 105 394

Communication Services 0 0 2 1 0 0 0 0 1 4 5 15 10 12 8 3 0 1 0 0 0 4 8

Consumer Disc 9 7 12 3 4 0 1 1 0 7 30 30 28 42 46 9 10 8 5 0 1 8 46

Consumer Staples 4 3 4 1 1 1 5 3 0 4 14 16 7 6 15 8 1 1 3 5 2 1 9

Energy 1 1 0 1 0 0 0 0 2 8 6 6 11 33 15 4 2 1 1 1 0 3 23

Financial 1 0 0 0 1 0 0 6 37 92 39 45 16 20 17 1 1 1 1 0 2 62 98

Healthcare 1 3 2 1 0 0 1 0 0 7 28 26 27 56 63 7 5 2 3 1 0 3 40

Information Tech 4 21 14 2 1 0 0 1 1 24 34 47 39 23 32 11 9 0 8 0 0 5 38

Industrials 6 4 5 5 10 0 4 3 4 29 49 51 38 61 30 9 5 5 6 4 3 14 89

Materials 0 1 1 0 1 0 2 1 3 13 18 13 19 14 4 1 1 2 1 3 0 4 27

Real Estate 0 0 0 0 0 0 0 0 0 1 0 0 3 7 4 0 0 0 0 0 0 1 3
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Construction Steps: 

Pulled Expected 
Earnings 
Releases 

Created a 
Weekly Gantt 

Schedule 

Created a 
Benchmark for 

Sector Surprises

Created Our 
Investable 
Universe 

12
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How We Purchased Securities

Pull Earning 
Releases of 

Current Week

Calculate 
Surprise

Check 
Surprise 
Against 

Benchmark

Do 
Not 
Buy

YoY Net 
Income 

Increase
Yes

Recent 
Negative 

News
Buy Stock

Check Gantt 
Sheet

N
o

Yes

No

No

13

Yes

Do Not 
Buy

Do Not 
Buy
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Implementation, Performance, and 
Attribution

14



Copyright © 2023 Arizona Board of Regents

Problems:

● Seasonality of Earning 
Releases

● Sector Constraints from 
Russell 3000

Solutions: 

● Extended Holding Periods
● Overweight Sectors 
● Re-Entered IWV

Portfolio Implementation Problems/Solutions:

15
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Total Portfolio Performance

Portfolio Is Fully Seeded

Winding Down the 
Portfolio

Source: Bloomberg Terminal 16
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Portfolio Attribution:

Return From 
Active 

Portfolio

Source: Bloomberg Terminal 17
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Aspects Of The Process

18
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● Azek Inc: PEAD Example

● Greenbrier Inc: Endogenously Contaminating Information

● Appian Corp: Holding Period Problems

Single Stock Events 

19
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PEAD Example
THE AZEK COMPANY INC - Homebuilding & Construction Supplies

Held the stock for 2 consecutive ERs 

        Realized Return: 44.45%
       

Consecutive ER: 2/6/24

Surprise: 100%

Purchase Date: 11/29/23 
Surprise: 20% 

20
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AZEK Price Chart - Holding Period

Source: Bloomberg Terminal 21
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Endogenously Contaminating Information
Greenbrier Inc - Machinery, Equipment & Components

● Purchase date: January 8th, 2024
● Surprise: 35.21%

Performance for the first week -3.92% 

Performance for the first month -4.41% 

22
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Holding Period Problem
Appian Corp - Software & IT Services

● Purchase Date: 2/16/24 
                 

● Surprise: 124%

Source: Bloomberg Terminal 23
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Stories From Counterfactuals 

24
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Recent Market Performance: 

Source: Goldman Sachs Global Investment Research 25
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META Historical Share Price

26
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NVDA Historical Share Price

27
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● Average Portfolio Cumulative 

Return: 2.92%

● Average Benchmark 

Cumulative Return: 0.55%

● Average Difference in 

Cumulative Return: 2.37%

Case Study: Mega Cap Included

Source: Bloomberg Terminal 28

Average Cumulative Weekly Return over 4 Weeks:
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Case Study: Pseudo Portfolio

Source: Bloomberg Terminal 29

● Average Portfolio 

Cumulative Return: 1.69%

● Average Benchmark 

Cumulative Return: 1.50%

● Average Difference in 

Cumulative Return: 0.19%

Average Weekly Return over 4 Weeks:
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Tax Implications

30

*All Gains/Losses are Short-Term

Beginning Value $1,227,176

Portfolio Value $1,348,802

Gain/(Loss) $121,626

Pre-Tax Return 10.69%

Post-Tax Return 6.73%

*2024 Tax Rates

Tax Rate 37%

Tax Paid $45,002
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Lessons Learned:

31

1) Exhibits of PEAD exists 

2) Timing is important

3) PEAD requires careful cash positioning/management

4) Use trusted sources for ER numbers

5) Conduct thorough single security research

6) Organization is necessary
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Questions

32
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Appendix

33
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Sector Constraints

+/-7.5% of the 
Russell 3000 
sector weight

34
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Histogram

35



Copyright © 2023 Arizona Board of Regents

Sector Constraints Problem: 

36
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Azek Sell schedule: 804 shares
23% on 3/5/24

70% on 3/6/24

7% on 3/13/24

Total Trading Costs: $2,802.74

37
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Purchase Price VS Extended Hours Price 

Purchase Price VS Market Open Price
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