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Equity Factor Report
2025 Q1: The Reversal

Overview

The anticipation of aggressive U.S. tariff polices combined with elevated valuations in the U.S.,
especially the Magnificent Seven, led to the U.S. equity market significantly underperforming
the rest of the world in the first quarter. The Russell 1000 Index returned -4.49% while
Developed ex-U.S. Large Cap and Emerging Markets rallied by 6.35% and 3%, respectively.
This reversal extended to small cap stocks as well, with the Developed ex-U.S. Small Cap Index
increasing by 3.53% while the Russell 2000 Index decreased -9.48%.

The factor performance also reversed relative to the prior quarter. Among Russell Investments’
Global Factor Portfolios (RFPs), Low Volatility and Value outperformed the benchmark for the
quarter with positive excess returns of +2.99% and +2.28%, respectively. Conversely, last
quarter’s winners, Global Large Cap Growth and Momentum, underperformed for the quarter
with returns of -2.88% and -0.46%. The Global Large Cap Quality and Size portfolios
underperformed by -1.91% and -1.47%, respectively.

Exhibit 1: Cumulative excess returns for Global Russell Investments Portfolios vs. MSCI ACWI
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Source: Russell Investments and MSCI; Data as of 01/01/2025 — 03/31/2025.
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Factor Performance

Global Russell Investments
Factor Portfolios’ performance dynamics

The performance dispersion among Global Russell Factor Portfolios (RFPs)
in the first quarter was reasonably high. The factor portfolio performance
reversed coming into March with Value and Low Volatility surging while
Growth, Momentum, and Quality struggled.

Exhibit 2: 10-Day rolling excess returns for Global RFPs vs. MSCI ACWI
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Source: Russell Investments and MSCI; Data as of 01/01/2025 — 03/31/2025.
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Russell Investments
Factor Portfolios’ performance across regions

In the first quarter of 2025, the factor performance was reasonably
consistent across regions with Value and Low Volatility outperforming and
the rest underperforming. The Value factor outperformed strongly across all
regions against its respective benchmarks, with excess returns ranging from
+1.5% to +2.9%. Except for the Emerging Markets region, the Low
Volatility factor outperformed from 1% to 3%.

The Small Cap factor portfolios were especially challenged, with

underperformance in the both the Large Cap and Small Cap space. Quality
suffered in all regions except U.S. Small Cap.

Exhibit 3: Excess returns of RFPs vs. corresponding benchmarks

Q5 2025 Q4 2024
8% 8%
4% 4%
0% I II 0% ) | | Il L Iz
II | l | | ] ] | L] = |
-4% -4%
-8% -8%
s 2 £ 2 o g -§ £ £ Z o 2
= =] = - = = 3 = P =
i £ 2 3 @ 3 s 3 ¢ . ° 3
G} o g © e s §
> ° 2 §
: = 3
-
Global LC USLC Global LC UsLC
US SC Developed ex US LC us sc Developed ex US LC
m Developed ex US SC mEmerging LC o Developed ex US SC m Emerging LC

Source: Russell Investments; FTSE Russell; MSCI
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Performance of subfactors in the global universe

Exhibit 4 below illustrates the performance of various subfactors in the
MSCI All-Country World Index (ACWI) universe for the last quarter,
represented by top-minus-bottom quintile portfolios®. All Value and Low
Volatility subfactors had strong positive returns in Q1, reversing a trend
from the prior quarter. The largest positive return for the quarter came from
Free Cash Flow to Price with a return of 15.77%. All Growth, Quality, and
Momentum sub-factors had negative returns, with 3-year Book Value per
Share Growth having the largest negative return for the quarter at -13.17%.

Exhibit 4: Performance of cap-weighted top-minus-bottom quintiles — Q1 2025
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Subfactor performance

In a reversal from the prior
quarter, all Growth,
Momentum, and Quality
subfactors had negative
performance in Q1 while all
Low Volatility and Value
subfactors had positive returns.
Free Cash Flow to Price was
the best performer (15.77%),
while 3-year Book Value per
Share Growth was the worst
performing subfactor, with a
return of -13.17%.
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Ex-ante correlations and active risk of
Global Russell Investments Factor Portfolios

In the first quarter, the correlation between Low Volatility and the other
factor portfolios were steady as illustrated in Exhibit 5 below.

Ex-ante active risk levels—predictive measures of the active risk associated
with factor portfolios in Exhibit 6—were steady throughout the quarter with
the exception of Low Volatility and Growth, which began rising in March.

Exhibit 5: Ex-ante correlations with Global LC Low Volatility RFP
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Source: Russell Investments; Axioma; MSCI; Data as of 01/2016-03/2025.

Exhibit 6: Ex-ante tracking errors of Global RFPs
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Ex-ante correlations and
active risk

The correlation between
Momentum and Low Volatility
reversed sharply over the
fourth quarter while the
correlation between Global LC
Value and Size RFPs to Global
LC Low Volatility RFP
decreased. The ex-ante active
risk levels—predictive
measures of the active risk
associated with factor
portfolios—flattened after a
slight increase for Value, Low
Volatility, and Growth in the
prior quarter.
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The bottom line

In a reversal from the prior quarter, among Russell Investments Factor Portfolios, Global Large
Value and Low Volatility outperformed the benchmark for the first quarter of 2025 while Global
Large Cap Growth, Quality, Momentum, and Size underperformed.

" Top minus bottom cap-weighted quintile portfolios are not investible and are used to proxy the performance of the subfactors used in the construction of RFPs. RFPs
are long only portfolios.
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QUESTIONS?

Call Russell Investments at
or visit russellinvestments.co.nz

ABOUT RUSSELL INVESTMENTS

Russell
1Al Investments

Russell Investments is a leading global investment solutions partner providing a wide range of
investment capabilities to institutional investors, financial intermediaries, and individual investors
around the world. Since 1936, Russell Investments has been building a legacy of continuous
innovation to deliver exceptional value to clients, working every day to improve people’s financial
security. Headquartered in Seattle, Washington, Russell Investments has offices worldwide,

including: Dubai, London, New York, Paris, Shanghai, Sydney, Tokyo, and Toronto.

IMPORTANT INFORMATION

Unless otherwise specified, Russell Investments is the source of all data
and, to the best of Russell Investments knowledge, all information is
accurate and current at the time of issue, however, this cannot be
guaranteed. Issued by Russell Investment Management Ltd ABN 53 068
338 974, The information contained in this publication was prepared by
Russell Investment Group Limited on the basis of information available at
the time of preparation. This publication provides general information
only and should not be relied upon in making an investment decision.
Before acting on any information, you should consider the
appropriateness of the information provided and the nature of the
relevant Russell Investments’ fund having regard to your objectives,
financial situation and needs. In particular, you should seek independent
financial advice and read the relevant Product Disclosure Statement or
Information Memorandum prior to making an investment decision about
a Russell Investments' fund.

Russell Investment Group Limited and their directors will not be liable (to
the maximum extent permitted by law) for any loss or damage arising as
aresult of reliance being placed on any of the information contained in

this publication. None of Russell Investment Group Limited, any member
of the Russell Investments group of companies, their directors or any
other person guarantees the repayment of your capital or the return of
income. All investments are subject to risks. Significant risks are outlined
in the Product Disclosure Statements or the Information Memorandum
for the applicable Russell Investments’ fund. Past performance is not a
reliable indicator of future performance. The Product Disclosure
Statements or the Information Memorandum for the Russell Investments’
funds (as applicable) are available by contacting Russell Investment
Group Limited on 09 357 6633 or 0800 357 6633. Copyright © 2025
Russell Investments. All rights reserved. This information contained on
this website is proprietary and may not be reproduced, transferred, or
distributed in any form without prior written permission from Russell
Investments.

First used: April 2025
CORP-12767  AUSF1-01290



https://russellinvestments.com/us/solutions/institutions/customized-portfolio-solutions
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