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EXECUTIVE SUMMARY
The Singularity Small & Mid strategy screens for value creation from applied innovation across sectors and
industries in the small- and midcap space based on The Singularity Group’s unique investment methodology.
The portfolio reflects a real-time snapshot of innovation leaders and challengers that are generating cash flow
from major technology applications and business model innovations. The semi-annual rebalancing of the
portfolio, a bottom-up, expert-led process that tracks technological developments within our Singularity
Sectors, ensures that the portfolio remains exposed to innovation hotbeds and steers away from technology
domains which have either become commoditized or have not materialized yet.
Based on ongoing in-house research and consultations with our industry expert advisors that form the
Singularity Think Tank, the current rebalancing features a number of sector-level reclassifications including
the addition of the new Singularity Sector Compute Power, and the discontinuation of sectors 3D Printing,
Space, and Neuroscience. Innovations in these discontinued sectors have been redistributed among the
Compute Power (CP), Virtual and Augmented Reality (VR/AR), Advanced Materials (AM), Internet of Things
(IoT), New Energy (NE), and Robotics (ROBO) sectors for better fit. The CP sector's introduction follows the
increasingly important role of computing technologies (e.g., the semiconductor chips value chain) in major
innovations across industries and Singularity Sectors AI, IoT, ROBO, and VR/AR. It allows us to more effectively
keep track of the technological evolution in these fields and their representation in our portfolio.
Other noteworthy changes include the increased focus on Novel Food Ingredients and Flavors in our
Advanced Materials sector, with the inclusion of companies developing innovative solutions for enhanced
taste, texture, and nutrition of alternative protein- and meat replacement products. In the AI sector, we expand
our focus on AI Consulting Services involving the integration and implementation of enterprise applications to
improve companies’ core business functions. Our VR/AR sector sees a widened focus on mobile gaming
applications, including developers focused on immersive user experiences.
In the current semi-annual rebalancing as of May 20, 2022, 50% of the companies in the portfolio were
replaced (46 names). The weighted Singularity Score increased from 90% to 98%, a significant positive spread
over the MSCI World Small Cap Index score of just 4%.
The top Singularity Sectors in the portfolio post-rebalancing were Artificial Intelligence, Compute Power and
Advanced Materials. Next to Compute Power, which was newly introduced as a standalone sector, Advanced
Materials saw the biggest increase in allocation, followed by Virtual/Augmented Reality. The largest weight
decreases were registered in Big Data, New Energy, and Robotics.
Information Technology remains the dominant GICS sector with Health Care and Communication Services as
the next biggest sectors. The portfolio is roughly split 50/50 between tech and non-tech sectors. In terms of
regional weights, North America remains the largest geography, followed by Asia Pacific and Western Europe.
The most notable country weight increases were registered in the UK and the US while China, Germany, and
Italy saw the largest weight reductions. Market cap exposures were relatively unchanged.
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Top holdings in the Singularity Small & Mid portfolio are ON Semiconductor (ON US, Singularity Score: 100),
Olympus (7733 JT, Singularity Score: 100), Fortive (FTV US, Singularity Score: 100), Western Digital (WDC US,
Singularity Score: 100), and Waters (WAT US, Singularity Score: 100) which are also the biggest name additions
to the portfolio. The largest exits include Cerner, Ubiquity, Vantage Towers, and Power Construction.
The portfolio characteristics demonstrate strong growth and profitability as well as a healthy balance sheet
with a solid liquidity profile and low levels of debt. Situated squarely at the center of applied innovation,
constituent companies have been able to repeatedly surprise positively on earnings and sales while
reinvesting back into the business to innovate and grow their topline.
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I. SINGULARITY SMALL & MID
Singularity Small & Mid ("SMID”) is a global equity portfolio of top 100 companies based on a unique
investment methodology that screens for value creation from innovation across sectors and industries in the
small- and mid-cap space (USD 1B - 25B). As for all Singularity Strategies, the key metric used in building this
portfolio is the Singularity Score, which measures the degree of innovation of companies globally and across
sectors and represents the percentage of revenue associated with viable innovation. Only companies that rank
within the top two Singularity Score quintiles are eligible for selection. As such, the portfolio is composed of
pure-play innovation leaders that are typically prime acquisition targets.

Figure 1. Singularity Small & Mid Since Inception

Source: Bloomberg, TSG

The Singularity Score

40%

Company Revenues

A company’s Singularity Score represents the percentage of its revenues associated with innovation. It's a reflection of a
company’s ability to create innovation vs base/commoditized business and cash flows, and its ability to participate in
technological evolution. Changes in the Singularity Score are just as important as the absolute value. A company’s Singularity
Score relative to its overall GICS sector Singularity Score can say a lot about the company’s competitive standing and ability
to gain and maintain market share. Regional Singularity Scores can be used to evaluate a market’s innovation power as well as
gauge companies’ standing in different regions.
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II. INNOVATION RESEARCH UPDATE
2.1 Sector Reclassifications
Based on ongoing in-house research and consultations with our Singularity Think Tank experts, The
Singularity Group (TSG) continuously revisits and updates its sector classification. As of H1 2022, three sectors
have been removed and one has been added to the existing Singularity Sector classification. The following
three sectors were discontinued and reclassified:
Figure 2. Singularity Sector Overwiew H1 2022

Source: TSG

3D Printing. In dialogue with our expert advisors, we increasingly observe that 3D Printing has moved to the
stage where innovations originate from the convergence of advancements in enabling technologies such as
robotics, design/modeling, advanced materials, big data, and AI. Industry experts acknowledge that 3D
Printing captures a fairly commoditized application and the term ‘additive manufacturing' is increasingly
used in its place. In accordance with these developments, we have redistributed the applied innovations in
the 3D Printing sector to other Singularity Sectors such as Robotics, VR/AR, and Advanced Materials.
Space. Today’s value generating innovations in the space sector primarily pertain to technological
advancements in robotics and IoT/network connectivity. For example, whereas satellite propulsion and
power systems mostly see incremental innovation, satellite payload systems, including its communication
system, see more radical innovations that enable next generation satellite networking and significant
increases in satellite compute power. In line with our focus on these promising innovations, we have
redistributed the Singularity sector Space into its underlying technology sectors Robotics and IoT.
Neuroscience. The sector was originally conceived as a set of technologies and applications aiming to
empower machines and artificial intelligence to more closely mimic the functionality of the human brain,
with the goal of designing more intelligent and capable machines and algorithms. Such technologies are
still in the very early experimental stages and are far from being capitalized. The sector has been
practically dormant since the inception of the Singularity Strategies, and we consequently continue to
monitor developments in relevant areas of Neuroscience within our Artificial Intelligence sector.
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The sector addition involves:
Compute Power. Compute technologies underlie major innovations across industry sectors, and play a
significant role in advancements in the Singularity Sectors AI, IoT, Robotics, and VR/AR. To maintain control
over the fund’s exposure to these enabling technologies and more effectively keep track of their evolution,
we have introduced the Singularity Sector Compute Power. The sector covers innovations in
semiconductors including integrated circuits, CPUs, and GPUs, as well as the manufacturing of
photolithography equipment and the development of the software used in chip design and testing.
Another key focus in this sector concerns memory chips. As Singularity Think Tank expert Manu Nair,
Founder and CEO of Synthara AG, put it,
“The need for memory is constantly and dramatically increasing. It’s a complex and rapidly evolving
space. Maybe it’s not as sexy as AI, but advances in memory are critical for the development of AI.”
-Manu Nair
A new addition to the SMID portfolio in this space is Western Digital Corp. (WDC US, Singularity Score:
100), a leading producer of specialized hard disk drives, solid state drives, external storage devices, and
software for managing and storing data for the growing IoT/edge computing market. WDC's products
include innovative Field Programmable Gate Arrays (FPGAs) based cards that enable edge AI/Machine
Learning applications, as well as local edge data storage solutions designed to efficiently access the
massive amounts of data produced by sensors in IoT applications such as cars, cameras, drones, and
gateways.
Another newcomer to the SMID in the Compute Power sector is ON Semiconductor Corporation (ON US,
Singularity Score: 100), a leading provider of semiconductor solutions for power management, power
discrete devices, and advanced power module solutions with applications in vehicle electrification,
industrial automation, energy infrastructure, telecommunications, IoT, medical, and aerospace & defense. In
the fast-growing area of Battery Energy Storage Systems (BESS) – a critical component in the renewable
energy infrastructure – ON develops a range of innovative solutions including Silicon Carbide (SiC) Metal
Oxide Semiconductor Field Effect Transistors (MOSFETs) that increase the reliability, efficiency, and costeffectiveness of BESS.
As the number of connected IoT devices in the consumer sector is forecast to increase from the roughly
6B today to 16B by 2030¹, market growth will be fueled by innovative intelligent capabilities in sensor
processing, speech-, face-, and object-recognition, as well as new security features and reduced costs and
power consumption. ON's portfolio of energy-efficient IoT solutions for device connectivity, sensing,
control, and power management position it well for revenue growth in the IoT market.

¹Transforma Insights; Statista
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2.2 Key Sector Changes
The current rebalancing includes a number of noteworthy sector changes:
Advanced Materials: Novel food systems bring renewed growth to additives
In Focus: Novel Food Ingredients and Flavors. The advanced materials sector is an important determinant
for the direction of technological change in global industries. As the ability to manipulate molecular
structures progresses, new material applications enable a host of untapped commercial opportunities.
Innovations across industry sectors can often be traced back to advances in material processing
techniques such as recycling and additive manufacturing, as well as to novel applications of new materials
such as novel composites, specialty performance materials, and biocompatible materials.
One important domain for innovation in the advanced materials space is the creation of ingredients and
flavors for novel foods. As the global demand for protein increases and consumers are increasingly
conscious of the health, sustainability, and ethical implications of their nutrition choices, manufacturers of
alternative proteins such as plant- and cell-based meat and fish require innovative ingredients and flavor
solutions that support the growth of this product segment.
A new addition to the SMID within the Advanced Materials sector is Kerry Group Plc. (KYGA ID, Singularity
Score: 84), a global leader in the production of flavors and ingredients for food and pharma, and an
innovator in nutritional ingredients and food technologies. Kerry's product offerings include a portfolio of
plant-based ingredients for nutritionally optimized meat and dairy alternatives and sustainable food
sources, which positions it well to benefit from the increasing demand for alternative proteins.
In Focus: 3D Printing of Titanium Medical Implants. The current rebalancing also extends the scope of
advanced materials for application in additive manufacturing. One change involves our increased focus on
companies supplying titanium for 3D printing applications in the medical industry. Titanium implants are
gaining popularity for the material’s inherent biocompatibility and mechanical properties, which lend it well
for 3D printing of complex tailored porous structures that enable bone integration and are customized to
specific needs of individual patients. 3D printed titanium implants are increasingly approved by regulators
and it is our expectation they will continue to gain in demand.

New Energy: Shifts of value creation in supply chains
Out of Focus: Electric Vehicle Car Manufacturing. A noteworthy development in our sector classification
concerns the evolution and – increasing commoditization – of Electric Vehicle (EV) car manufacturing. As
legacy Original Equipment Manufacturers (OEMs) make considerable inroads into the market, we believe
the innovation focus has shifted more squarely towards battery cell development and manufacturing of
batteries, as well as ancillary technologies underlying autonomous driving capabilities (e.g., machine vision,
advanced control systems). To reflect these developments in the rapidly progressing EV segment, we have
moved EV car manufacturing out of focus, while maintaining a focus on EV batteries manufacturing. As a
result, Tesla (TSLA US) dropped out of the Index. As the EV industry evolves, we will continue to monitor
and make changes as appropriate.
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In Focus: Battery Energy Storage Systems. Along with our existing focus on batteries used in (hybrid
and plug-in hybrid) electric vehicles and heavy-duty industrial and transportation applications, in this
rebalancing, we extend the scope of battery applications captured in our New Energy sector with the
inclusion of companies involved in the production of battery energy storage systems. Such battery
systems find growing demand as a solution for more efficient storage and distribution of renewable
energy, and play an important role in the energy transition. As James Khedari, Singularity Think Tank
expert and Portfolio Director of Low Carbon Fuels and Services at Viva Energy Australia, points out,
“Building renewable energy capacity is not a solution in itself unless you can optimize and shift supply
from 'peak supply' to 'peak demand' periods during the day. Because many utilities also charge
customers based on peak demand, battery electric storage systems that can smooth the demand
profile can unlock large savings for end-users. Energy storage systems are an essential part of the
energy transition.” - James Khedari
Artificial Intelligence (AI)
Out of Focus: Recommender Systems and Online Streaming. Another significant change to the portfolio
relates to our decreased focus on AI-based recommender systems as an innovation revenue driver in our
AI sector. Our expert-led research leads us to believe that such recommender systems are now largely
commoditized, and while leading media streaming service companies in particular continue to invest in
and rely on such systems for the acquisition and retention of platform users, we expect such innovation
efforts to have decreasing marginal returns in the future.
In Focus: AI Consulting Services. The current rebalancing also extends our (AI) sector’s focus on
consulting services involving the integration and implementation of enterprise applications to improve
companies’ core business functions. Companies across industry sectors find themselves increasingly
pressed into digital transformation in order to catch up to competitive pressures and meet customer
demand. The recent COVID-19 pandemic was a major accelerator of this trend. Worldwide spending on
digital transformation is projected to rise from USD 1.8T in 2022 to USD 2.8T by 2025. In the transition from
non-digital to digital business processes and services, hardware and software providers tend to take
center stage in investors’ attention to cloud migration, tools for digital communication and collaboration,
and intelligent business process automation. In the USD 340B worldwide AI market, hardware and software
indeed account for about 93% of revenues.³ On the periphery, however, information technology services
and consulting providers also benefit considerably from increased spending on the integration of AI
capabilities such as Computer Vision and Natural Language Processing into standard business processes.
While AI services and consulting currently make up roughly 7% of the revenues, these business activities
have considerable potential for growth as the AI market is set to expand to USD 1.5T by 2030.⁴
New additions to the SMID resulting from this focus area include Samsung SDS (018260 KS, Singularity
Score: 100). The company offers digital transformation services around its 'Brightics' AI platform, which
enables customers to collect, process, analyze, and visualize large amounts of data.

²Source: IDC; Statista
³Source: Statista
⁴Source: Grand View Research
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Virtual- and Augmented Reality (VR/AR)
In Focus: Mobile Gaming. Our VR/AR sector has historically focused strongly on applications in the
gaming market. Augmented Reality games involve the perceptual overlay of digital information onto the
gamer’s real environment, whereas virtual reality completely immerses the user into the game's digital
world. AR and VR offer game publishers new opportunities to engage users with novel playing experiences,
increase player interaction, and sell virtual game components. Yet while the worldwide market for VR/AR
headsets has seen significant growth in recent years, mass adoption of AR headsets seems years off while
VR headsets still see low penetration rates, with consumer and commercial AR and VR headset shipments
worldwide expected to grow from 11M units in 2021 to 50M units in 2026.⁵
In the medium term, our expert-led process has us eyeing a more significant revenue growth
opportunity for mobile gaming on handheld and smartphone devices given the already high
penetration of mobile devices. Revenues in the mobile video games segment are expected to grow from
USD 110B to USD 160B between 2021 and 2025,⁶ with Asia generating the most revenues in the segment.
We expect this growth to translate into significant opportunities for VR/AR, metaverse, and other
immersive gaming experiences. To capture these developments, we widen our focus on gaming in our
VR/AR sector to include a broader selection of mobile game developers.
This rebalancing includes Nexon (3659 JP, Singularity Score: 100), a Japanese video game company
specializing in immersive online games for PC and mobile. The company recently announced a USD 12M
investment in a major alliance with Korea's media leaders Naver and YG Entertainment to develop a virtual
studio infrastructure for the country's leading gaming and entertainment metaverse. Its games publication
pipeline includes three new Virtual Worlds – gaming environments for synchronous online user interaction.
Another newcomer to the SMID is Roblox Corporation (RBLX US, Singularity Score: 100), the developer of
game platform and -creation system Roblox. Roblox's platform enables users to program immersive game
worlds and play games created by other users. The company generated over USD 1.9B in revenues in 2021
from the sale of its virtual currency Robux, which players use to purchase virtual items sold by the Roblox
developer and creator community.

⁵Source: IDC; Statista
⁶Source: Statista Digital Market Outlook
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III: PORTFOLIO CHANGES
On May 20, 2022 we rebalanced the Singularity Small & Mid strategy following our semi-annual rebalancing
cycle. The rebalanced portfolio is the result of a bottom-up process that tracks technological developments of
applied innovation within our Singularity Sectors in the small- and mid-cap market segment and identifies
companies that have exposure to the respective revenue streams. It excludes companies that do not pass our
ESG criteria. As is typical, nearly half of the names (46 names) were replaced in the portfolio. In terms of
weights, 50% of the portfolio is made up of entirely new positions. The total portfolio turnover (twosided) was 101%. The weighted Singularity Score increased from 90% to 98%. This compares to a current
score of 4% for the MSCI World Small Cap Index.
3.1 Sector Changes
The new portfolio weights were determined as of April 30 and are subject to Singularity Sector and single
position limits (max. 20% and max. 4% respectively). Accordingly, AI, with an unconstrained weight of more
than 20%, was capped at the 20% sector limit. The single position limit was not a binding constraint with no
names exceeding the threshold.
The biggest Singularity Sectors in the portfolio post-rebalancing on May 20 were Artificial Intelligence (19%),
Compute Power (16%), and Advanced Materials (14%). In terms of traditional sectors (GICS), Information
Technology remains the dominant sector. Health Care moves into second (16%) while Communication Services
and Industrials both have a weight of ca. 11%. Viewed by region, North America (57%) and Asia Pacific (26%)
are the dominant regions with Western Europe (16%) in third. Market cap exposure remains centered around
mid cap (72%) and small cap (26%) names while a marginal portion of the portfolio (2%) crossed over into the
large caps due to positive performance since April 30.

Figure 3: Summary of Exposure Changes Post Rebalancing

Source: Bloomberg, TSG
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Figure 3: Summary of Exposure Changes Post Rebalancing (cont.)

Source: Bloomberg, TSG

Singularity Sectors
Compute Power, our newly introduced sector described in more detail above in Part II, debuts at a weight of
16%. The sector broadly covers innovations in semiconductors including integrated circuits, CPUs, and GPUs, as
well as the manufacturing of photolithography equipment and the development of the software used in chip
design and testing–focus areas which have previously predominantly been covered in Virtual Reality, Internet
Of Things, Big Data, and to a lesser extent AI. Top three positions are ON Semiconductor (ON US, Singularity
Score: 100), Western Digital (WDC US, Singularity Score: 100), and Renesas (6723 JP, Singularity Score: 100).
Advanced Materials saw a weight increase of ca. +4 percentage points (“pp”), followed by Virtual Reality
(+2pp). The biggest sector decrease was registered for Big Data (-8pp) which was partially related to
reclassifications into the newly created Compute Power sector. As a result, companies like Western Digital and
Pure Storage (PSTG US) switched sector assignments. New Energy’s allocation dropped by ca. 5pp, and
Robotics decreased by 3pp.
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Figure 4: Top Holdings per Singularity Sector

Source: TSG

Conventional (GICS) Sectors
Information Technology’s weight remains broadly unchanged at 51.9%. The biggest tech names are ON
Semiconductor (ON US, Singularity Score: 100), Western Digital (WDC US, Singularity Score: 100), Renesas
(6723 JP, Singularity Score: 100), Ansys (ANSS US, Singularity Score: 100), Seagate Technology (STX US,
Singularity Score: 100), and Verisign (VRSN US, Singularity Score: 100). Health Care (16.4%) and
Communication Services (10.9%) are the next biggest sectors. Top positions in the former and latter sectors
are Olympus (7733 JP, Singularity Score: 100), Waters (WAT US, Singularity Score: 100), Align Technology (ALGN
US, Singularity Score: 100), and Nexon (3659 JP, Singularity Score: 100), ZoomInfo Technologies (ZI US,
Singularity Score: 100), and Roblox (RBLX US, Singularity Score: 100) respectively. Materials saw the largest
decline of ca. 4pp to 5%. Zhejiang Huayou Cobalt (603799 C1, Singularity Score: 82), Shanghai Putailai New
Energy Technology (603659 C1, Singularity Score: 79), Umicore (UMI BB, Singularity Score: 85) are the top
holdings. The portfolio weight of Industrials fell by ca. 3pp with top holdings in Fortive (FTV US, Singularity
Score: 100), Legrand (LR FP, Singularity Score: 100) and Ingersoll-Rand (IR US, Singularity Score: 98). Consumer
Discretionary, Financials, and Consumer Staples are marginal allocations with top holdings in Garmin (GMRN
US, Singularity Score: 86), FactSet Research Systems (FDS US, Singularity Score: 100), and Kerry Group (KYGA
IR, Singularity Score: 84).
Regional & Market Cap Exposure
Regional weights remained broadly the same. North America (57%) is the largest geography, followed by Asia
Pacific (26%), and Western Europe (16%). In terms of countries, both the US and Japan increased by ca.
3.5pp. On the other end of the spectrum, China (-8pp) was the biggest reduction while the weights for
Germany and Italy declined by about 2pp each.
Exposures in terms of market capitalization were relatively unchanged. Mid caps (-1.4pp) decreased slightly to
the benefit of small caps (+1.2pp). The rebalanced portfolio counts 60 mid cap names, 38 small caps and 1
large cap.⁷

⁷The small cap segment is defined as a market cap between USD 1B and 10B while the mid cap segment extends to USD 25B.
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3.2 Top Positions and Single Name Changes
Figure 4 depicts a list of the top 20 holdings in the Singularity Small & Mid strategy. The strategy is well
diversified with the top 5 positions summing up to 10.4%, the top 10 to 19.3%, and the top 20 to 33.4% of the
portfolio. All Singularity Sectors have at least one company present in the list, with the exception of
Blockchain (0% exposure in the overall strategy). By design, all companies exhibit a very high Singularity Score
(avg. Score: 99), with only Garmin (GRMN US, Singularity Score: 86) and Kerry Group (KYGA IR, Singularity
Score: 84) sitting slightly below the maximum of 100 . About two-thirds of the companies in the top 20 are
new entrants, the remaining one-third are incumbents.
On top of the list is ON Semiconductor (ON US, Singularity Score: 100), which provides industry intelligent
sensing and power solutions. ON plays a crucial role in the electrification of the automotive industry providing
advanced compact power management semiconductors (see Part II), increasing range through better
efficiency of the battery power management system. Its intelligent sensing technologies are at the heart of
the next generation of industry, enabling smarter factories and buildings, while also enhancing autonomous
systems with imaging and depth sensing that improve safety and make high degree of automation possible.
Cerner (CERN US, Singularity Score: 99), a supplier of health information technology and largest position in
the strategy prior to rebalancing, was not renewed in the current composition because its capitalisation
exceeded the midcap threshold of USD 25B following the acquisition agreement with Oracle (ORCL US,
Singularity Score: 91). This is an interesting case to point out as companies in the small- and midcap
space are typically prime candidates for takeovers.
Various new entrants are due to increases in Singularity Scores: Olympus (7733 JP, Singularity Score: 100), a
Robotics company and manufacturer of precision medical and optical instruments, climbed to second
position. The company provides many innovative technologies in the medical and scientific fields, with a range
of medical endoscopes, endotherapy devices, and therapeutic energy devices that allow for improved
efficiency and increased automation of many medical interventions leading to reduced patient invasiveness.
Other solutions include biological microscope systems, such as laser scanning microscopes, disk confocal
microscopes, and virtual slide microscopes. Olympus recently released an augmented reality system for
stereo microscopes to simplify complex microscope-based manufacturing tasks, by projecting manuals,
assembly instructions, images and videos within the microscope’s field of vision. Western Digital (WDC
US, Singularity Score: 100) and Seagate (STX US, Singularity Score: 100), two leaders in memory
semiconductors whose Singularity Scores increased as well, entered the portfolio in the new Compute Power
sector (see Part II).
Telecommunications tower operator Vantage Towers (VTWR GR, Singularity Score: 100) and network
equipment and software provider Ubiquiti (UI US, Singularity Score: 100) exit the portfolio due to equity free
float considerations. Digital workspace solutions provider Citrix Systems (CTXS US, Singularity Score: 100)
was removed after announcing it will be taken private by the end of June 2022.
The Singularity Small & Mid Strategy focuses strictly on companies with high Singularity Scores. Only
names in the top two score quintiles per GICS sector are eligible for investment. Consequently, Teradyne
(TER US, Singularity Score: 81) and Trimble (TRMB US, Singularity Score: 83) no longer made the cutline in a
ferociously competitive IT sector.
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Figure 5: Top 20 Holdings per May 20, 2022 Rebalancing

Source: Nasdaq, TSG

Figure 6: Biggest Additions To / Removals From Portfolio

Source: Nasdaq, TSG
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3.3 Style Factor Exposure
Singularity Small & Mid, in its construction, is style agnostic. Style factor exposures are a result of the
innovation score-led construction methodology. As with GICS sector and regional exposure, current style
factor exposure is subject to change in the future. 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 portfolio
has – in descending order – positive exposures to the equity style factors volatility, growth, liquidity,
earnings variability, and profitability, while exhibiting negative exposures to size, dividend yield, and
momentum in the context of a global equity all-cap universe.⁸ Compared with the MSCI World Small Cap
Index, the portfolio has a distinctively more pronounced profitability-, growth-, and liquidity- profile at the
expense of value, momentum, and leverage. In sum, the portfolio comprises companies in the small- and
mid-cap range 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 their topline.

Figure 7: Equity Style Factor Exposure as of May 20, 2022

Source: Bloomberg, TSG

⁸Style 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). Liquidity: composed of 1/ share turnover, 2/ bid-ask
spread, and 3/ the modified Amihud measure. 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.
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3.4 Portfolio Characteristics
The factor exposure above is also reflected in the portfolio characteristics in the table below. Compared with
the MSCI World Small Cap Index, Singularity Small & Mid has a superior growth and profitability profile, a
stronger balance sheet, and better liquidity at a reasonable valuation. For instance, the portfolio has an
operating margin of 14% (vs 9%), a net debt to equity of 31% (vs 71%) and a current ratio of 1.8x (vs 1.3x).
Figure 8: Portfolio Characteristics as of May 20, 2022

Source: Bloomberg, TSG

More information & Contact
The next rebalancing is scheduled for November 2022. For more information and questions please contact us
at info@singularity-group.com.

16

Copyright © TSG
May 2022
;M

