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Singularity Rebalancing
The Singularity Index™ is a global equity index and innovation benchmark. It is based on a unique
methodology that screens for value creation from innovation across sectors and industries. With the ability to
remain innovative as a key metric for survival, adaptability, and progress, the Singularity Index’s composition
(sector weights, country exposure) depicts a sneak peak into the future of the global equity market. As such, it
claims a spot as the gold standard for innovation benchmarking. At the same time, it represents an antidote to
typical technology equity indices in that it selects only for companies that are capable of creating cash inflow
linked to relevant, applied innovation. The key metric used in building the index is the Singularity Score: It
measures the degree of innovation of companies globally and across sectors and represents the percentage
of revenue associated with viable, relevant innovation.

Singularity Index Since Inception

Source: Nasdaq, Bloomberg, TSG

On May 21, 2021 the Singularity Index was rebalanced in accordance with the semi-annual rebalancing cycle.
The new composition of the index came into effect following the market close. As always, the rebalanced index
is the result of a bottom-up process that tracks technological developments within our Singularity Sectors and
identifies companies that have exposure to revenue streams associated with the key focus areas of such
technologies. It excludes companies that do not pass our ESG criteria. A total of 71 names have been
replaced in the index. In terms of weights, 13% of the index are made up of entirely new positions. Total
portfolio turnover (two-sided) was 48%. In the following section we provide some highlights and major
changes coming out of the most recent index rebalancing.
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Singularity Index Sector Composition as of May 24, 2021

Source: Nasdaq, Bloomberg, TSG

Singularity Sectors
Singularity Sector Changes Post Rebalancing

Source: Nasdaq, Bloomberg, TSG

New index weights are determined as of April 30 and are subject to Singularity Sector (20%) and single
position limits (4%). Accordingly, Artificial Intelligence and Big Data were both capped at 20% sector limit. In
terms of companies, Alphabet, Taiwan Semiconductor Manufacturing (TSMC) and Tesla were capped at the
4% limit.
The biggest sector in the index post rebalancing on May 24 was Big Data with an allocation of 20.4% post
rebalancing, an increase of approximately 3.5% percentage points compared to pre-rebalancing levels. Top
allocations in the sector are Visa (V US), Tencent (0700 HK), Mastercard (MA US) and Amazon (AMZN US). The
largest names in Artificial Intelligence are Alphabet (GOOGL US), Microsoft (MSFT US), Facebook (FB US) and
Apple (AAPL US).
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Virtual Reality increased by approximately 5 percentage points to 15.2% with top holdings in Taiwan
Semiconductor Manufacturing (2330 TT), Nvidia (NVDA US), ASML (ASML NA) and Advanced Micro Devices
(AMD US). All of these names are semiconductor heavyweights and industry leaders across the computer chip
supply chain: TSMC is by far the leading chip foundry, ASML manufactures most of the machines required for
producing the most advanced chips and has a de facto monopoly on EUV (extreme ultraviolet lithography)
which enables the smallest chips beyond 7 nanometers, and Nvidia and AMD are vanguards of microprocessor
chip design. Semiconductors are the foundation and building blocks of the digital information age. As crucial
enablers they power each of our Singularity Sectors and transcend traditional sectors and technologies,
pushing ever deeper into our world. From connected cars to the ongoing shift to the cloud, and from surgical
robots to virtual and mixed reality applications, semiconductors enable pretty much everything we do.
Internet of Things decreased to 12.9% with top holdings in Broadcom (AVGO US), Samsung Electronics
(005930 KS), Cisco (CSCO US) and Qualcomm (QCOM US). The overall weights for the remaining sectors are
broadly in-line with previous sector weights.

Top Holdings per Singularity Sector

Source: TSG
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Conventional Sectors
GICS Sector Changes Post Rebalancing

Source: Nasdaq, Bloomberg, TSG

Information Technology remains the largest allocation with 49.0% (+2pp) in the new index constitution as
measured by the GICS standard. The biggest tech names are TSMC (2330 TT), Microsoft (MSFT US), NVIDIA
(NVDA US) and Visa (V US). Health Care (12.0%) declined by roughly 2 percentage points overall, whereas
Communication Services (13.6%) remained broadly the same. Top positions in the former and latter sectors
are Medtronic (MDT US), Intuitive Surgical (ISRG US), Thermo Fisher (TMO US); and Alphabet (GOOGL US),
Facebook (FB US) and Tencent (0700 HK) respectively. In Consumer Discretionary the core holdings are Tesla
(TSLA US), Amazon (AMZN US) and JD.com (JD US). Industrials decreased marginally with top holdings in Atlas
Copco (ATCOA SS), Siemens (SIE GY) and 3M (MMM US). Real Estate exposure stems from our positioning in
infrastructure REITs including American Tower (AMT US) Crown Castle (CCI US) and Equinix (EQIX US), while
holdings in Financials comprise Coinbase (COIN US), S&P Global (SPGI US) and Moody’s (MCO US). The top
Materials companies are Sika (SIKA SW), BASF (BAS GR) and LG Chem (051910 KS). Finally, Orsted (ORSTED
DC) and Nextera Energy (NEE US) are the biggest positions in Utilities, and L’Oréal and Henkel top the list for
Consumer Staples.

Regional Exposure
Regional Changes Post Rebalancing

Source: Nasdaq, Bloomberg, TSG

Asia Pacific (18.2%) saw the biggest regional increase in weight which can be mostly attributed to TSMC
(Taiwan). At the same time North America (69.3%) decreased by approximately 3pp. The weight for Western
Europe remained at 12% with increases in the Netherlands, Sweden and Denmark and decreases in Germany,
Italy and Switzerland. Allocations to the rest of the world remain negligible.
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Top Positions and Single Name Changes
Below is a list of the top 20 holdings in the Singularity Index. While individual weights are meaningful, there is a
significant degree of diversification. Top 5 positions sum up to 19.1%, for the top 10 it’s 30.7%, and the weight of
the top 20 holdings is 43.5%. TSMC is the largest new entrant in the top 10, followed by ASML, Paypal, Oracle,
JD.com, Cisco Systems and Medtronic, most of which are also among the top gainers in terms of position
weight. Thermo Fisher, Johnson & Johnson, Keyence, American Tower, Accenture and Intuitive Surgical
dropped out of the top 20 but all remain significant holdings in the index.

Top 20 Holdings per May 24, 2021 Rebalancing

Source: Nasdaq, TSG

Largest Position Changes

Source: Nasdaq, TSG

The biggest additions to the index are listed on the left side of the table below. Removals from the index are
depicted on the right. While a removal from the index is likely related to a decline in a company’s Singularity
Score, this is not always the case. But as companies compete for a spot in the index there is always a natural
churn at the bottom of the list.

Biggest Additions To / Removals From Index

Source: Nasdaq, TSG
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Since then, there has been a significant reversal of post-Covid sector and factor trends. Industries which had been
in the doldrums such as banks (-9% in 2020, +23% YTD), oil and gas (-26% in 2020, +24% YTD), airlines (-28% in
2020, +24% YTD), or real estate development (-3% in 2020, +8% YTD), which are also typically associated with
value sectors, have taken over market leadership. On the other hand, lockdown beneficiaries and stay-at-home
industries and stocks which are typically found in areas of strong secular growth, such as health tech (+131% in
2020, -15% YTD), software (+60% in 2020, 0% YTD, internet retail (+76% in 2020, -3% YTD), life sciences (+46%
in 2020, +2% YTD) and entertainment (+52% in 2020, +1% YTD) have suffered on a relative basis along with a
rise in global bond yields, and consequently higher discount rates for equities.

Style Factor Exposure
Using the Bloomberg Global Risk Model which operates with long-short style portfolios (i.e. long the top
quintile of stocks, short the bottom quintile of stocks), the Singularity Index has - in descending order positive exposures to the equity style factors growth, earnings variability and profitability, while exhibiting
negative exposures to dividend yield, value and leverage.¹ These exposures largely also reflect the strategy’s
tilts vs the MSCI ACWI.² For example, the index, both on an absolute and relative basis vs the MSCI ACWI, is
positively exposed to companies that have strong sales and earnings growth, with a beta of 0.44. On the other
hand, it has a relatively low dividend yield of 1.2% as evidenced by the negative exposure to the dividend yield
factor with a beta of -0.36. In sum, the index comprises companies with a strong growth and profitability
profile with positive earnings surprises that have low levels of indebtedness and reinvest earnings back
into the business to innovate and grow the topline.
Equity Style Factor Exposure as of May 24, 2021

Source: Bloomberg, TSG

¹Style factor definitions: Momentum: cumulative return over one year (averaged), skipping the most recent two weeks to mitigate the price reversal effect. Value:
composite of book to price, earnings to price, cash flow to price, sales/EV, EBITDA/EV, forecast earnings to price. Dividend Yield: most recently announced net
dividend (annualized) divided by the current market price. Size: composite metric of log(market capitalization), log(sales), log(total assets). Trading Activity: trading
volume normalized by shares outstanding; this factor indirectly controls for the Size effect. Earnings Variability: earnings, cash flow, and sales volatility vs median
total assets (5y horizon). Profitability: composite of ROE, ROA, ROCE, EBITDA margin. Volatility: composite of rolling 1y volatility, rolling CAPM beta, historical
residual volatility, and cumulative range. Growth: composite of total asset growth, sales growth, earnings growth, forecast of earnings growth, and forecast of sales
growth. Leverage: composite of book leverage, market leverage and debt to total assets.
²Equity style factor exposures for the MSCI ACWI are by design close to zero as the global equity universe forms the basis of the long-short style portfolios.
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Portfolio Characteristics
The factor exposure above is also reflected in the portfolio characteristics in the table below. Compared with
the MSCI ACWI, the Singularity Index has a better growth and profitability profile, a stronger balance
sheet, and better liquidity at a reasonable valuation. For instance, the portfolio’s operating margin is 16.7%
(vs 11.2%) with net debt to EBITDA of 2.2x (vs 4.0x), a current ratio of 1.7x (vs 1.3x) at an enterprise value to
EBITDA of 23.3x (vs 15.6x).

Portfolio Characteristics as of May 24, 2021
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Singularity Index Methodology
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