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Inside the Index 
Smart Alpha

Smart Alpha is a proprietary portfolio construction methodology that intelligently combines the two elements of active investment – the forecast of stock-level excess returns (alpha) and the risk management of investment factor exposure (Value, Growth, Quality etc.) – into a single, dynamic, repeatable process.

Sitting at the heart of this is Libra’s own asset pricing and stock valuation model, Apollo. Operated by the Libra team on a continuous basis since 2004, the Apollo system provides daily updates on over 8000 global stocks. Apollo is a neural network model that, given a series of market-sourced price and expectations inputs, determines each stock’s current “fair value” and a dynamic forecast of its expected return and the associated risk premiums to that return; systematically analyzing every stock in the investible universe on exactly the same basis.
The Smart Alpha portfolio construction process takes the combined value, momentum, and volatility components of each stock’s expected return forecast and dynamically categorizes every stock in the investible universe into a range of investment factor-risk baskets: Value, Growth, Quality, Junk, etc. The stocks within each factor category are then ranked using Apollo’s rolling target price and expected return forecasts.  Final portfolio selections are made with equally weighted positions in each relevant risk category (depending on the factor exposure required), selected by ranked order. Each portfolio is rebalanced every two months to ensure that the changing risk and return characteristics of both the portfolio and its constituent stocks are actively manage.Disclaimer
BX Indexing, Libra Investment Services, and Index One do not provide investment or tax advice. BX Indexing and Index One make no representation or warranty, express or implied, as to the ability of any index to accurately represent its objective and they shall have no liability for any errors, omissions, or interruptions of any index or the data included therein. Past performance of an index is no guarantee of future results. All information provided is general in nature and not tailored to the needs of any person(s) or entities. BX Partners and its third-party index providers are not an investment nor tax advisor and make no representation regarding the advisability of investing in any specific index model for any client.
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