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                        Exhibit                                                                             1                        :                    US treasury 10Y bond yields vs. 
Value/Growth relative performance in Asia/EM
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UST and JGB yields have been on the rise with curve steepening, 
leading Value to outperform Growth in Asia/EM. With the rising 
risk-off sentiment and pairwise stock correlations, we believe 
Value Defensive exposure is still essential.            

M        

Latest Market Dynamics relating to APxJ/EM: Repeating trends in a strong US 
dollar, rising crude oil prices, rising US treasury bond yields, and elevated market 
volatility remained. Several microstructure trends from September continued in 
October, as Value, Defensive, and Large Cap exposures outperformed again in APxJ/
EM.  However, unlike September, profitable and high Quality Growth stocks were 
able to hold up their relative return vs. market. As such, APxJ/EM Value stocks only 
outperformed  Growth stocks marginally MTD despite  UST 10Y bond yields rising  
40bps+ and the UST yield curve steepening. 

Rising expectation on a "peaked rate" scenario: The bond futures market implied 
US terminal rate has been range-bound at 5.4% for a while.  However, a higher for 
longer near-term pricing for Fed rates has led some investors to  look for investment 
implications amid a yield curve flattening scenario. From a quant perspective, yield 
curve flattening is an important signal to scale back active risk from Value. It will be 
crucial to monitor in this cycle, especially  UST 10Y  yield is almost 5%, and the rate 
sensitivity of Growth stocks valuation is decreasing (i.e. EM Value/Growth gained 
25% when UST 10Y yield rose from 1% to 2%, but the gain was only 4.5%  when the 
yield rose from 4% to 5%).  The rate convexity effect is  skewing risk-adjusted 
attractiveness  from Value to Growth. 

Does Japan deserve a different lens? Our model in Japan  continues to prefer  Value 
over Growth strategically, as   JGB 10Y yield is   still   at 0.84%, its yield curve is bear 
steepening and the convexity effect should benefit Value more than Growth. The 
recent Growth style outperformance in Japan is a result of seasonal short covering 
activity post dividend ex-dates, as we have discussed previously. We expect Japan 
Value to resume outperformance from November onward.

Quant takeaways: For now, our quant model   suggests staying with  Value  in Asia/
EM, given US real yield is  rising, which is keeping overall financial conditions tight. 
Meanwhile, other macro factors, e.g. geo-tensions, lackluster PMI momentum, global 
fund flows to US money market funds, also imply that being defensive is still 
essential to Asia/EM investors. Secondly, we note that the return correlation of  high 
and low Quality stocks are gradually increasing, which is a sign of position 
unwinding in Asia/EM. Such dynamics lower the efficacy of the Quality factor to 
achieve defensiveness. We suggest taking profits from Quality, and rely on 
"Earnings Revisions" and "Large Cap" exposures to enhance selection alpha. 
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Market Dynamics & Style Implications
Latest Style Performance in APxJ/EM

Value continued to outperform Growth in APxJ/EM MTD, but defensive exposure led 
the alpha:   Our factor monitor shows that defensive exposure in APxJ/EM, e.g. low beta 
stocks, was the  dominant alpha factor again in October MTD. The elevated  market 
volatility amid  tightening financial conditions  and rising US real yields was the key macro 
driver to favor stocks with low volatility and sensitivity to market beta exposure. 

For Value  vs. Growth performance, Value continued to outperform Growth, but the 
outperformance was mainly due to the losses of Growth factor, while the Value factor's 
return was muted on its own. Our QuantASIA model explains this phenomenon by the 
convexity nature of rate sensitivity - with UST 10Y bond yields standing at almost 5%, only 
the stocks with longest duration exposure, i.e.  low Quality  or unprofitable Growth stocks, 
would be disadvantaged if the bond yield surges even higher. 

Exhibit 2: L/S factor return of major styles and factors - APxJ/EM equities
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For Quality Growth stocks in APxJ/EM with reasonable valuation, the valuation pressure 
being imposed on them due to a higher yield is gradually reducing. Such pricing dynamics 
should limit the relative return of broader Value and Growth in APxJ/EM going forward. 
However, we suggest staying OW Value over Growth as the current UST bond yield 
curve is still steepening with rising yield, i.e. a bear steepening scenario. In history, 
Value stocks has been the most efficient to achieve alpha in such an environment ( Exhibit 
3 ).
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Exhibit 3: Mapping factor alpha efficacy in APxJ/EM by UST yield curve scenarios
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Meanwhile, our QuantASIA model also captured a moderation signal of Fed rate hike 
expectations. Exhibit 4  shows that the Fed fund futures market is expecting NO rate hike 
at the November FOMC meeting - the previous 60% expected probability of one more Fed 
rate hike   has faded out over the past four weeks. If the Fed does take a pause at the next 
FOMC meeting and the yield curve starts to flatten, then we think it  would be a 
juncture to conclude the current cycle of Value outperformance in APxJ/EM.

Exhibit 4: Fed Fund Futures implied interest rates have been pricing toward a higher-
for-longer rate environment in the US
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Exhibit 5: UST yield curve has been steepening over past two quarters, with back-end 
yields rising faster than the front-end ones.
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We studied the factor performance of various yield curve scenarios to help navigate the 
opportunities here ( Exhibit 6 ). From the historical data, we note that a curve flattening 
scenario, even if the bond yield was still rising, Quality Growth stocks could already start 
outperforming Value, while the outperformance of Growth stocks with longest duration 
might have to wait until a bull flattening scenario. 
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Exhibit 6: Historical factor performance in APxJ/EM by UST yield curve scenarios
Bear 
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Flattening

Bull 

Steepening
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32.5% 19.1% 13.3% 35.1%

Category Factor Description

Cheap P/B 0.9% 0.3% 0.9% -0.6%

Cheap P/S 1.0% 0.4% 0.8% -0.2%

Cheap P/E 0.7% 0.5% 0.9% 0.2%

Defensive Value High Total Yield 0.6% 0.3% 1.2% 0.3%

Current Value Cheap Fwd P/E 1.5% 0.9% 0.8% 0.1%

Quality Value High FCF Yield 0.5% 0.6% 0.9% 0.7%

Value Composite 0.9% 0.6% 1.3% 0.4%

Low Accruals 0.2% 0.4% 0.4% 0.4%

High Earnings Stability -0.7% 0.0% 0.9% 0.6%

High Profitability -0.2% 0.2% 0.6% 0.7%

Low Leverage 0.0% 0.3% 0.2% 0.5%

High Operating Efficiency 0.3% 0.2% 0.1% 0.2%

Quality Composite -0.2% 0.4% 1.0% 0.9%

High Internal Growth 0.1% 0.5% -0.4% 0.3%

High Dividend Growth 0.0% 0.4% 0.0% 0.4%

High Earnings Growth -0.2% 0.0% 0.1% 0.4%

High Long Term Growth f/c 0.2% 0.1% -0.6% 0.0%

Growth Composite -0.2% 0.1% -0.3% 0.4%

1M Loser 0.4% 0.3% 1.0% -0.1%
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Small Cap 0.5% 0.1% -0.1% -0.2%

Low Trading Liquidity -0.3% -0.4% 0.1% 0.2%

High Short Ratio 0.2% -0.4% 0.1% -0.4%

High DTC Short 0.1% -0.4% 0.0% -0.3%

High Short Utilization 0.0% -0.5% 0.0% -0.3%

Low Volatility -1.2% -0.3% 1.3% 1.0%

Low Beta -1.4% -0.5% 0.3% 0.4%

Technicals

Historical Scenario Probability

Monthly Average L/S Alpha
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Quality

Growth
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Source: FactSet, Morgan Stanley Research; data coverage: Jan 1995 to Sep 2023

As the convexity effect is gradually skewing risk-to-reward ratio to favor Growth over 
Value, we believe we are getting closer to the time to turn neutral between Value and 
Growth. That said, there are still other macro factors keeping our QuantASIA model  
with Value and Defensive  exposure for now - we are looking at the data points of:  (i) a 
lackluster momentum of PMI in APxJ/EM, (ii) struggling risk sentiment among investors on 
APxJ/EM, and (iii) global fund flows are mostly toward USD money market funds. 
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Exhibit 7: Morgan Stanley Asia Risk Sentiment Indicator vs. MSCI EM – as of October 
20, 2023
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Exhibit 8: Return breakdown of MSCI EM by valuation changes and NTM EPS changes
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Latest Style Performance in Japan

 In Japan, price actions have been trading on a one-month reversal basis with Growth 
outperforming Value MTD. Per what we have discussed previously, October  typically 
sees short covering, and the seasonal trading pattern usually leads to a price reversal 
trade tactically. This is what we have observed again in Japan during the month - 
outstanding short positions peaked around September month-end, and have been 
gradually coming down in October  ( Exhibit 10 ). 

Meanwhile, we also note that the covered short positions in October are larger than the 
total newly added short positions in August and September. Therefore, the price reversal 
trade in October has been particularly significant this year, resulting in a turnaround from 
Value to Growth, and rotation between price laggards and leaders within each  sector. 
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Exhibit 9: L/S factor returns of major styles and factors - Japan equities
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Exhibit 10: Historical short interest flows in Japan by calendar month 
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We still favor Value in Japan post the recent tactical price reversal trades: Given JGB 
bond yields are still on the rise, and the yield curve is still steepening, our quant model 
expects Value stocks in Japan could resume outperformance from late October onward. 
Meanwhile, the convexity effect is also favoring Value over Growth, as the JGB 10Y yield 
stands at around 0.8%, well  below the 5% level of UST 10Y yield. 

Debates of a JGB yield curve steepening vs. flattening ahead: As we near the possibility 
that the BOJ might start to  normalize  its monetary policy, we note that there is rising 
debate from investors on the potential of a JGB yield curve flattening. These investors 
expect the front-end JGB bond yield to start catching up to the back-end if Japan inflation 
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is stickier than the market expects, and, if so, the BOJ might lift policy rates earlier than 
the  market expects.   

To help navigate the alpha opportunity in such a backdrop,   we  conduct a historical 
analysis to evaluate how each factor and industry performed relative to TOPIX index 
under various yield curve scenarios.  

Exhibit 11: JGB bond yields have been on the rise and the curve has been steepening 
since mid-2021.
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Style factor & Industry implications by  JGB yield curve scenarios:  Here we summarize 
factor and industry average monthly active returns  vs. TOPIX   by the four types of JGB 
yield curve scenarios. We cover performance history from 1995 onward.

The key takeaway is,  even if there is yield curve flattening, Japan Value stocks might keep 
outperforming Growth stocks as long as JGB yields continue to trend higher. Cyclical 
industries, like  Financials, Real Estate and Wholesales Trades have tended to outperform 
the most amid bear flattening scenarios. These reinforce our style preference on Value 
over Growth in Japan.

Other interesting observations:

• In terms of alpha sensitivity, the heavily shorted  names were the most sensitive to 
outperformance amid JGB curve bear steepening. ( Exhibit 12 )

• However, Quality, Low Beta, and Dividend Growth factors are on the opposite side 
in that their alpha efficacies were the highest  amid JGB curve bull flattening.

• On an industry level, Banks, Financials, Automobiles and Pharmaceuticals led the 
outperformance amid bear steepening, while Foods, IT Services, Raw Materials, 
Steels & Metals and Retail Trade tended to outperform amid bull flattening. 
( Exhibit 13 ) 

• In a JGB curve bear flattening scenario, Value stocks in Japan tended to keep 
outperforming, while Growth stocks with  longest durations  also tended to 
outperform. Thus, the relative return between Value and Growth might be less 
obvious. ( Exhibit 14 )

• On an industry level, Electric Power & Gas underperformed  the most amid JGB 
yield curve bear flattening. ( Exhibit 15 )
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Exhibit 12: Mapping of factor alpha efficacy in Japan  by JGB yield curve scenarios
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Exhibit 13: Mapping of industry outperformance in Japan by JGB yield curve scenarios
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Exhibit 14: Historical factor performance in Japan by JGB yield curve scenarios
Bear 

Steepening

Bear 

Flattening

Bull 

Steepening
Bull Flattening

34.8% 10.7% 8.4% 46.1%

Monthly Average TOPIX Return (Local) 1.6% 2.5% -1.8% -0.7%

Monthly % Changes of USDJPY 0.7% 0.3% 0.5% -0.4%

Category Factor Description

Cheap P/B 1.3% 1.0% 1.4% 0.3%

Cheap P/S 1.0% 1.2% 0.5% 0.0%

Cheap P/E 0.4% 0.6% 0.7% 0.7%

Defensive Value High Total Yield 0.5% 0.7% 1.0% 0.5%

Current Value Cheap Fwd P/E 0.6% 1.2% 0.5% 0.6%

Quality Value High FCF Yield 0.4% 0.1% 0.5% 0.7%

Value Composite 0.9% 0.7% 1.1% 0.7%

Low Accruals 0.5% -0.1% 0.1% 0.2%

High Earnings Stability -0.7% -0.7% 0.3% 0.7%

High Profitability -0.5% 0.0% 0.1% 0.6%

Low Leverage -0.1% -0.3% 0.4% 0.5%

High Operating Efficiency 0.3% 0.6% 0.1% 0.0%

Quality Composite -0.1% 0.0% 0.3% 0.6%

High Internal Growth -0.1% 0.2% -0.5% 0.2%

High Dividend Growth -0.2% 0.1% -0.6% 0.2%

High Earnings Growth -0.3% -0.3% 0.0% 0.4%

High Long Term Growth f/c 0.2% 0.5% 0.2% 0.4%

Growth Composite -0.2% 0.0% -0.6% 0.4%

1M Loser 0.7% 1.4% 1.2% 0.4%

12M-1M Residual Return -0.2% -0.3% -0.2% 0.5%

Earnings Revision 0.1% 0.3% -0.3% 0.8%

Sales Revision 0.1% 0.0% -0.1% 0.5%

Sentiment Composite 0.3% 0.7% 0.6% 0.8%

12M Price Momentum -0.8% -1.3% -1.2% 0.6%

Small Cap 0.0% 0.7% 0.1% -0.1%

Low Trading Liquidity -0.8% -1.4% 0.9% 0.6%

High Short Ratio 0.0% 0.0% -0.3% -0.3%

High DTC Short -0.2% -0.3% 0.2% -0.1%

High Short Utilization 0.0% 0.0% -0.2% -0.2%

Low Volatility -0.6% -1.8% 1.0% 0.9%

Low Beta -1.1% -1.6% 1.2% 1.0%

Sentiment

Technicals

Historical Scenario Probability

Monthly Average L/S Alpha

Deep Value

Quality

Growth

Source: FactSet, Bloomberg, Morgan Stanley Research; data coverage: Jan 1995 to Sep 2023.
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Exhibit 15: Historical TOPIX industry performance in Japan  by JGB yield curve 
scenarios

Bear 

Steepening

Bear 

Flattening

Bull 

Steepening
Bull Flattening

34.8% 10.7% 8.4% 46.1%

Monthly Average TOPIX Return (Local) 1.6% 2.5% -1.8% -0.7%

Monthly % Changes of USDJPY 0.7% 0.3% 0.5% -0.4%

TOPIX-17 Industry Description

Automobiles & Transportation Equipment 0.3% -0.6% 0.5% 0.4%

Banks 0.7% 0.4% 0.6% -1.2%

Commercial & Wholesale Trade 0.8% 1.7% -0.8% 0.0%

Construction & Materials -0.2% 0.5% 0.7% -0.2%

Electric Appliances & Prevision Instruments 0.5% 0.1% -0.9% 0.2%

Electric Power & Gas -1.3% -1.8% 0.5% 0.9%

Energy Resources 0.5% 0.2% 1.2% -0.6%

Financials (Ex Banks) 0.7% 1.4% 0.0% -0.9%

Foods -0.9% -0.7% 1.1% 0.8%

IT & Services. Others -0.2% -0.3% -0.5% 0.6%

Machinery 0.7% 0.7% -0.5% -0.2%

Pharmaceutical -0.9% -0.4% 1.1% 1.3%

Raw Materials & Chemicals -0.1% 0.1% -0.1% 0.2%

Real Estate 0.3% 1.7% 1.0% -0.3%

Retail Trade -0.7% 0.4% 0.7% 0.4%

Steel & Nonferrous Metals 0.9% 1.0% -0.2% -1.0%

Transportation & Logistics -1.2% -0.9% 0.8% 0.7%

Monthly Average Relative Return vs. TOPIX

Historical Scenario Probability

Source: FactSet, Bloomberg, Morgan Stanley Research; data coverage: Jan 1995 to Sep 2023.

Asia/EM Market Mid-Cycle Factor Performance Tracker

Besides our preference for Value over Growth in Asia/EM  we have been suggesting 
three mid-cycle factors  (Quality, Earnings Revisions, Large Cap) to strengthen 
selective alpha:  All three factors have kept up momentum, with "Earnings Revisions" and 
"Large Cap" standing out the most in October MTD ( Exhibit 17  & Exhibit 18 ). "Quality 
factor" had a strong run in te early October, but took a pause last week as fund outflows 
accelerated and were universal ( Exhibit 16 ). 

Exhibit 16: Factor performance of "MS Balance Sheet Quality Composite" before and 
after market troughs
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Quality factor continued to
perform amid the higher 
market volatility in Asia/EM.

Source: FactSet, Bloomberg,  MSCI, Morgan Stanley Research. Note: data coverage is from January 1995 to  October 20, 2023, covering 10 
market capitulation scenarios  of MSCI EM - Sep 10, 1998, Oct 3, 2001, Oct 10, 2002, May 17, 2004, Jun 13, 2006, Mar 2, 2009, Oct 4, 2011, Jan 
21, 2016, Oct 29, 2018, Mar 23, 2020. Past performance is no guarantee of future results.
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Exhibit 17: Factor performance of "Consensus Earnings Revisions" before and after 
market troughs 
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Consensus revisions factor has 
been adding alpha gradually 
from March onward.

Source: FactSet, Bloomberg,  MSCI, Morgan Stanley Research. Note: data coverage is from January 1995 to  October 20, 2023, covering 10 
market capitulation scenarios  of MSCI EM - Sep 10, 1998, Oct 3, 2001, Oct 10, 2002, May 17, 2004, Jun 13, 2006, Mar 2, 2009, Oct 4, 2011, Jan 
21, 2016, Oct 29, 2018, Mar 23, 2020. Past performance is no guarantee of future results.

Exhibit 18: Factor performance of "Small Cap" before and after market troughs
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Small Cap stocks continued to 
underperform Large Cap in 
Asia/EM as fund inflows have 
been struggling.

Source: FactSet, Bloomberg,  MSCI, Morgan Stanley Research. Note: data coverage is from January 1995 to  October 20, 2023, covering 10 
market capitulation scenarios  of MSCI EM - Sep 10, 1998, Oct 3, 2001, Oct 10, 2002, May 17, 2004, Jun 13, 2006, Mar 2, 2009, Oct 4, 2011, Jan 
21, 2016, Oct 29, 2018, Mar 23, 2020. Past performance is no guarantee of future results.
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Short Interest Update – October  20, 2023
1.   Utilization ratio of security lending market in AxJ and China increased in 

October MTD, while Japan saw a net decrease. 
2. New shorts were added  the most in  China Financials and AxJ Health Care, 

while shorts were covered the most from AxJ/China Energy.
3. In Japan, short interest was covered mostly from  Info Tech and   Consumer 

Discretionary sectors.

Exhibit 19: Changes in Utilization Ratio of Market/Sector (as of October 20 vs. prior 
month average); positive changes mean adding shorts, negative values mean covering 
shorts 

MSCI Classification

Utilization Ratio Latest
Change vs. 

Last Month
Latest

Change vs. 

Last Month
Latest

Change vs. 

Last Month

Energy 5.0 -2.8 3.8 -3.1 5.1 0.4

Materials 27.3 0.4 13.1 2.0 5.8 0.8

Industrials 24.8 0.2 12.5 1.5 5.7 2.0

Consumer Discretionary 8.5 -0.1 5.7 0.2 6.0 -3.8

Consumer Staples 14.6 0.0 13.7 0.8 5.4 1.6

Health Care 33.2 2.9 16.9 0.8 4.0 1.0

Financials 8.1 2.3 15.3 10.6 7.8 5.1

Information Technology 12.2 -0.3 13.7 0.7 4.6 -6.1

Communication Services 4.4 -0.2 1.8 -0.6 5.5 0.4

Utilities 10.5 0.4 7.2 1.6 4.1 0.2

Real Estate 9.5 0.8 14.3 1.8 6.1 1.3

In Aggregate 12.0 0.4 8.0 1.5 5.7 -2.4

AxJ China Japan

Source: IHS Markit, FactSet, Morgan Stanley Research

Note: The Utilization Ratio highlights the balance between  demand and supply of stock 
loans. A stock might appear to have low levels of short interest only due to its lack of 
availability for shorting purposes. The Utilization Ratio measures the percentage of supply 
being covered by  demand, and is calculated as short interest/actively available amount of 
stock loan supply. The active element refers to IHS Markit adjustments for small or inactive 
inventory.

Exhibit 20: Top 10 Increases and Decreases in Short Interest Value Among AxJ 
Companies - as of October 20,  2023

AxJ Company Name GICS Sector
Short Interest 

Value (US$m)

Changes vs. 

Last Month

Utilization 

Ratio (%)

Days to 

Cover

2359-HK WuXi AppTec Co., Ltd. Class H Health Care 1,113              304                 48.3 46.40

JD-US JD.com, Inc. Sponsored ADR Class A Consumer Discretionary 494                 258                 37.7 2.16

1299-HK AIA Group Limited Financials 316                 225                 0.7 1.35

SE-US Sea Limited Sponsored ADR Class A Communication Services 669                 219                 13.1 1.85

2269-HK Wuxi Biologics (Cayman) Inc. Health Care 262                 215                 2.7 3.53

005930-KR Samsung Electronics Co., Ltd. Information Technology 905                 204                 0.0 1.39

CD-US Chindata Group Holdings Ltd. Sponsored ADR Class A Information Technology 241                 130                 85.5 13.28

247540-KR Ecopro BM Co., Ltd. Industrials 1,255              114                 80.1 9.57

2330-TW Taiwan Semiconductor Manufacturing Co., Ltd. Information Technology 789                 107                 0.4 2.48

2454-TW MediaTek Inc Information Technology 317                 98                  1.3 2.62

086520-KR Ecopro Co., Ltd. Materials 1,462              (259)               82.8 3.85

NIO-US NIO Inc. Sponsored ADR Class A Consumer Discretionary 1,885              (254)               56.5 4.34

BIDU-US Baidu Inc Sponsored ADR Class A Communication Services 206                 (181)               3.3 1.15

941-HK China Mobile Limited Communication Services 27                  (165)               1.2 0.25

047050-KR POSCO INTERNATIONAL Corporation Industrials 108                 (158)               63.9 1.08

1801-HK Innovent Biologics, Inc. Health Care 178                 (142)               8.1 3.31

5-HK HSBC Holdings Plc Financials 82                  (133)               11.4 0.78

2376-TW Gigabyte Technology Co., Ltd. Information Technology 351                 (131)               46.4 1.41

960-HK Longfor Group Holdings Ltd. Real Estate 79                  (124)               6.9 2.65

HTHT-US H World Group Limited Sponsored ADR Consumer Discretionary 346                 (122)               13.8 9.84

Source: FactSet, IHS Markit, Morgan Stanley Research. For important disclosures regarding companies that are the subject of this screen, 
please see the Morgan Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures.
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Exhibit 21: Top 10 Increases and  Decreases in Short Interest Value among Chinese 
Companies - as of October 20,  2023 

China Company Name GICS Sector
Short Interest 

Value (US$m)

Changes vs. 

Last Month

Utilization 

Ratio (%)

Days to 

Cover

2359-HK WuXi AppTec Co., Ltd. Class H Health Care 1,113              304                 48.3 46.40

JD-US JD.com, Inc. Sponsored ADR Class A Consumer Discretionary 494                 258                 37.7 2.16

2269-HK Wuxi Biologics (Cayman) Inc. Health Care 262                 215                 2.7 3.53

CD-US Chindata Group Holdings Ltd. Sponsored ADR Class A Information Technology 241                 130                 85.5 13.28

1211-HK BYD Company Limited Class H Consumer Discretionary 1,559              94                  16.4 9.71

2333-HK Great Wall Motor Co., Ltd. Class H Consumer Discretionary 422                 66                  50.6 25.78

2020-HK ANTA Sports Products Ltd. Consumer Discretionary 218                 60                  4.0 4.51

13-HK HUTCHMED (China) Limited Health Care 81                  60                  62.9 11.43

144-HK China Merchants Port Holdings Co., Ltd. Industrials 90                  58                  10.2 17.29

3331-HK Vinda International Holdings Limited Consumer Staples 82                  50                  48.6 9.39

NIO-US NIO Inc. Sponsored ADR Class A Consumer Discretionary 1,885              (254)               56.5 4.34

BIDU-US Baidu Inc Sponsored ADR Class A Communication Services 206                 (181)               3.3 1.15

941-HK China Mobile Limited Communication Services 27                  (165)               1.2 0.25

1801-HK Innovent Biologics, Inc. Health Care 178                 (142)               8.1 3.31

960-HK Longfor Group Holdings Ltd. Real Estate 79                  (124)               6.9 2.65

HTHT-US H World Group Limited Sponsored ADR Consumer Discretionary 346                 (122)               13.8 9.84

MNSO-US MINISO Group Holding Ltd. Sponsored ADR Consumer Discretionary 20                  (119)               1.8 0.36

6098-HK Country Garden Services Holdings Co. Ltd. Real Estate 229                 (119)               68.6 6.54

700-HK Tencent Holdings Ltd. Communication Services 119                 (106)               0.2 0.22

2318-HK Ping An Insurance (Group) Company of China, Ltd. Class H Financials 878                 (88)                 10.5 6.31

Source: FactSet, IHS Markit, Morgan Stanley Research. For important disclosures regarding companies that are the subject of this screen, 
please see the Morgan Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures.

Exhibit 22: Top 10 Increases and Decreases in Short Interest Value among Japanese 
Companies - as of October 20, 2023

JP Company Name GICS Sector
Short Interest 

Value (JPYm)

Changes vs. 

Last Month

Utilization 

Ratio (%)

Days to 

Cover

6920-JP Lasertec Corp. Information Technology 193,928          112,400          19.3 0.92

9843-JP Nitori Holdings Co., Ltd. Consumer Discretionary 73,786            52,959            14.6 5.05

4385-JP Mercari, Inc. Consumer Discretionary 58,278            36,858            27.7 3.58

3038-JP Kobe Bussan Co., Ltd. Consumer Staples 76,828            33,582            32.7 21.54

7733-JP Olympus Corp. Health Care 41,752            24,460            3.3 3.05

8972-JP Kenedix Office Investment Corporation Real Estate 37,866            23,266            30.4 36.08

6981-JP Murata Manufacturing Co., Ltd. Information Technology 78,226            21,088            2.1 4.75

4911-JP Shiseido Company,Limited Consumer Staples 118,034          15,506            4.7 12.64

8750-JP Dai-ichi Life Holdings,Inc. Financials 28,535            13,769            2.5 2.43

6723-JP Renesas Electronics Corporation Information Technology 150,015          12,826            7.5 6.93

8306-JP Mitsubishi UFJ Financial Group, Inc. Financials 113,902          (116,030)        7.2 1.09

4502-JP Takeda Pharmaceutical Co. Ltd. Health Care 67,658            (104,834)        5.3 3.23

3382-JP Seven & I Holdings Co., Ltd. Consumer Staples 64,048            (97,530)          2.3 5.54

7203-JP Toyota Motor Corp. Consumer Discretionary 389,357          (91,342)          5.6 5.30

8035-JP Tokyo Electron Ltd. Information Technology 112,124          (87,357)          2.6 1.80

8058-JP Mitsubishi Corporation Industrials 81,110            (79,958)          5.7 2.05

4503-JP Astellas Pharma Inc. Health Care 32,278            (66,417)          6.0 2.82

7974-JP Nintendo Co., Ltd. Communication Services 50,886            (64,319)          3.3 2.40

9432-JP Nippon Telegraph and Telephone Corporation Communication Services 39,460            (63,541)          3.6 1.42

8766-JP Tokio Marine Holdings, Inc. Financials 63,039            (61,470)          7.6 3.70

Source: FactSet, IHS Markit, Morgan Stanley Research. For important disclosures regarding companies that are the subject of this screen, 
please see the Morgan Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures.
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Factor Monitor – Biweekly Update October  20, 2023
Methodology

Factor return calculation: To evaluate historical factor performance, we rank stocks as at  
month-end within defined universes, and form  quintile portfolios based on the underlying 
factor values. We go long the top quintile and short the bottom quintile (i.e., long the top 
20th percentile of stocks within the defined universe and  short those in the bottom 20th 
percentile), rebalanced monthly. We then calculate the performance of the time series of 
this L/S market-neutral portfolio over various time horizons.

Composite formation: To calculate the composite factors, we first z-score the individual 
factor values at each monthly observation within the defined universe. Individual factor z-
scores are then averaged into composite scores for each stock on an equal-weighted basis.

Exhibit 23: Morgan Stanley Factor Structure (Definitions can be found in Appendix – 
Factor Definitions)

§  Trailing 12M P/Book © 

§  Trailing 12M P/Sales

§  Trailing 12M P/E © 

§  Forward 12M P/E

§  Free Cash Flow Yield © 

§  Total Yield © 

§  Return on Equity

§  Gross Profit Over Assets

§  Operating Leverage

§  Cash Flow Coverage

§  Cash Flow / Debt

§  High 12-month Price Momentum

§  Capex-to-Sales

§  Inventory-to-Sales

§  Employee Growth

§  Low Estimate Dispersion

§  Low ROE Variability

§  High Sales Stability §  Small Total Market Cap

§  Low Accruals

§  Low Short-Term Accruals

§  Earnings Revision Breadth

§  Earnings Revision

§  Low Trailing 52w Volatility

§  Sales Revision Breadth §  Low 36M Market Beta

§  Sales Revision §  Low 63D Market Beta

§  Low 252D Market Beta
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Current Value
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VALUE
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QUALITY

GROWTH

Low Leverage

Operating 
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Earnings Stability
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Sentiment

MOMENTUM

SIZE
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1M Reversal

12x1M Residual
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Dividend Growth

Earnings Growth

Long Term 

Growth Forecast

Source: Morgan Stanley Research
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Asia Pacific ex Japan – Factor Monitor
Exhibit 24: Asia Pacific ex Japan – Factor Performance Summary

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B -0.5% 3.2% 12.7%

Cheap P/S -1.0% 2.5% 20.3%

Cheap P/E 1.3% 5.0% 11.5%

Defensive Value High Total Yield 2.0% 4.4% 14.5%

Current Value Cheap Fwd P/E -0.5% 4.1% 7.4%

Quality Value High FCF Yield -0.3% 1.7% 6.4%

Value Composite -0.2% 3.7% 11.4%

Low Accruals -1.0% 1.2% 11.4%

High Earnings Stability 1.1% 1.1% 8.9%

High Profitability 0.3% 0.9% -0.6%

Low Leverage 0.3% 0.9% -7.1%

High Operating Efficiency -1.0% 0.6% 9.0%

Quality Composite -0.1% 2.2% 11.7%

High Internal Growth -0.2% 0.1% -6.1%

High Dividend Growth 0.0% 0.7% 6.8%

High Earnings Growth 0.4% 0.5% 4.4%

High Long Term Growth f/c -1.5% -2.3% -7.8%

Growth Composite -0.4% 0.0% -1.0%

1M Loser -3.9% -2.0% -6.9%

12M-1M Residual Return 0.2% 0.4% -3.3%

Earnings Revision 0.6% -0.1% 4.6%

Sales Revision 0.4% -0.4% 3.1%

Sentiment Composite -1.7% -0.6% -2.8%

12M Price Momentum 1.3% 1.4% 0.6%

Small Cap -0.4% -0.3% -4.1%

Low Trading Liquidity 2.4% 3.4% 17.1%

High Short Ratio -3.3% -3.4% -7.7%

High DTC Short -1.0% -2.3% -3.0%

High Short Utilization -2.3% -2.5% 0.0%

Low Volatility 5.2% 3.8% 23.4%

Low Beta 2.8% 3.2% 19.8%

Quality

Growth

Sentiment

Technicals

Deep Value

Asia Pacific ex Japan

Source: FactSet, Morgan Stanley Research

Exhibit 25:  Cumulative L/S Alpha since 2022 – Asia Pacific ex Japan
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Exhibit 26: Value Factors – Cumulative L/S Alpha since 2022 -   
Asia Pacific ex Japan
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Exhibit 27: Value Factors –  L/S Alpha  Asia Pacific ex Japan

-0.5% -1.0%

1.3%
2.0%

-0.5% -0.3% -0.2%

3.2% 2.5%

5.0% 4.4% 4.1%

1.7%

3.7%

12.7%

20.3%

11.5%

14.5%

7.4%
6.4%

11.4%

-5%

0%

5%

10%

15%

20%

25%

Cheap P/B Cheap P/S Cheap P/E High Total
Yield

Cheap Fwd
P/E

High FCF
Yield

MS Value
Composite

Asia Pacific ex Japan - Value Factors

Oct MTD Sep YTD

Source: FactSet, Morgan Stanley Research

Exhibit 28: Quality Factors – Cumulative L/S Alpha since 2022 - 
Alpha Asia Pacific ex Japan
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Exhibit 29: Quality Factors –  L/S Alpha  Asia Pacific ex Japan
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Exhibit 30: Growth Factors – Cumulative L/S Alpha since 2022 -
  Asia Pacific ex Japan
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Exhibit 31: Growth Factors –  L/S Alpha  Asia Pacific ex Japan
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Exhibit 32: Sentiment Factors – Cumulative L/S Alpha since 
2022 -  Asia Pacific ex Japan
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Source: FactSet, Morgan Stanley Research

Exhibit 33: Sentiment Factors –  L/S Alpha  Asia Pacific ex Japan
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Exhibit 34: Other Factors – Cumulative L/S Alpha since 2022 -   
Asia Pacific ex Japan
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Exhibit 35: Other Factors – L/S Alpha  Asia Pacific ex Japan
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Asia ex Japan – Factor Monitor
Exhibit 36: Asia ex Japan – Factor Performance Summary

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B -0.5% 3.2% 14.4%

Cheap P/S -0.9% 2.4% 21.1%

Cheap P/E 1.3% 5.1% 11.6%

Defensive Value High Total Yield 1.9% 4.7% 15.9%

Current Value Cheap Fwd P/E -0.5% 4.2% 8.5%

Quality Value High FCF Yield -0.2% 1.8% 6.4%

Value Composite -0.3% 3.7% 11.5%

Low Accruals -0.9% 1.2% 12.1%

High Earnings Stability 0.8% 1.6% 8.7%

High Profitability 0.4% 1.4% -1.7%

Low Leverage 0.3% 0.9% -8.4%

High Operating Efficiency -1.1% 0.6% 10.2%

Quality Composite -0.2% 2.4% 11.7%

High Internal Growth -0.1% 0.0% -5.9%

High Dividend Growth 0.2% 0.8% 7.1%

High Earnings Growth 0.5% 0.4% 4.4%

High Long Term Growth f/c -1.3% -2.7% -9.3%

Growth Composite -0.4% 0.3% -1.9%

1M Loser -4.0% -2.4% -7.5%

12M-1M Residual Return -0.1% 0.6% -3.5%

Earnings Revision 0.3% 0.1% 5.0%

Sales Revision 0.2% -0.2% 2.9%

Sentiment Composite -2.2% -0.4% -3.8%

12M Price Momentum 1.1% 1.8% 0.5%

Small Cap -0.2% -0.5% -3.9%

Low Trading Liquidity 2.4% 3.4% 17.1%

High Short Ratio -3.3% -3.4% -7.7%

High DTC Short -1.0% -2.3% -3.0%

High Short Utilization -2.3% -2.5% 0.0%

Low Volatility 5.1% 4.4% 24.3%

Low Beta 2.8% 3.4% 20.5%

Quality

Growth

Sentiment

Technicals

Asia ex Japan

Deep Value

Source: FactSet, Morgan Stanley Research

Exhibit 37: Cumulative L/S Alpha since 2021 - Asia ex Japan
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Exhibit 38: Value Factors – Cumulative L/S Alpha since 2022 -  
Asia ex Japan
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Exhibit 39:  Value Factors –  L/S Alpha  Asia ex Japan
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Exhibit 40: Quality Factors – Cumulative L/S Alpha since 2022 -  
Asia ex Japan
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Exhibit 41: Quality Factors –  L/S Alpha  Asia ex Japan
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Exhibit 42: Growth Factors – Cumulative L/S Alpha since 2022 -
  Asia ex Japan
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Exhibit 43: Growth Factors –  L/S Alpha  Asia ex Japan
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Exhibit 44: Sentiment Factors – Cumulative L/S Alpha since 
2022 -  Asia ex Japan
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Exhibit 45: Sentiment Factors –  L/S Alpha  Asia ex Japan
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Exhibit 46: Other Factors – Cumulative L/S Alpha since 2022 -  
Asia ex Japan
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Exhibit 47: Other Factors –  L/S Alpha  Asia ex Japan
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Emerging Markets – Factor Monitor
Exhibit 48: Global EM  – Factor Performance Summary

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B -0.1% 2.8% 16.7%

Cheap P/S -1.1% 2.2% 21.9%

Cheap P/E 1.7% 5.0% 17.2%

Defensive Value High Total Yield 2.4% 5.1% 16.3%

Current Value Cheap Fwd P/E 0.3% 4.1% 13.3%

Quality Value High FCF Yield 0.1% 2.6% 9.3%

Value Composite 0.0% 4.1% 14.7%

Low Accruals -0.8% 1.1% 10.3%

High Earnings Stability 1.1% 1.4% 3.7%

High Profitability 0.2% 1.2% 2.2%

Low Leverage 0.4% 1.2% -8.3%

High Operating Efficiency -1.1% 0.4% 11.7%

Quality Composite 0.0% 2.5% 12.3%

High Internal Growth -0.7% 0.0% -3.7%

High Dividend Growth 0.0% 0.8% 10.5%

High Earnings Growth 0.7% 0.4% 10.4%

High Long Term Growth f/c -1.5% -2.4% -9.2%

Growth Composite -0.4% 0.7% 3.6%

1M Loser -3.1% -2.7% -8.5%

12M-1M Residual Return 0.9% 0.4% -1.3%

Earnings Revision -0.1% 0.4% 7.1%

Sales Revision 0.5% -0.4% 4.4%

Sentiment Composite -1.2% -0.5% -1.3%

12M Price Momentum 1.6% 1.4% 4.4%

Small Cap -0.2% -0.7% -2.3%

Low Trading Liquidity 2.4% 3.4% 17.1%

High Short Ratio -3.3% -3.4% -7.7%

High DTC Short -1.0% -2.3% -3.0%

High Short Utilization -2.3% -2.5% 0.0%

Low Volatility 5.0% 3.5% 21.3%

Low Beta 1.0% 3.0% 18.2%

Global Emerging Markets

Growth

Sentiment

Technicals

Deep Value

Quality

Source: FactSet, Morgan Stanley Research

Exhibit 49: Cumulative L/S Alpha since 2021 – Global EM
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Exhibit 50: Value Factors – Cumulative L/S Alpha since 2022 -  
Global EM

80

90

100

110

120

130

140

150

160

170

Jan-22 Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23

Global EM - Value

Cheap P/B Cheap P/S Cheap P/E Total Yield Cheap Fwd P/E High FCF Yield MS Value Composite
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Exhibit 51: Value Factors –  L/S Alpha  Global EM
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Exhibit 52: Quality Factors – Cumulative L/S Alpha since 2022 -  
Global EM
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Exhibit 53: Quality Factors – L/S Alpha  Global EM
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Exhibit 54: Growth Factors – Cumulative L/S Alpha since 2022 -
  Global EM
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Exhibit 55: Growth Factors –  L/S Alpha  Global EM
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Exhibit 56: Sentiment Factors – Cumulative L/S Alpha since 
2022 -  Global EM
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Exhibit 57: Sentiment Factors –  L/S Alpha  Global EM
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Exhibit 58: Other Factors – Cumulative L/S Alpha since 2022 -  
Global EM
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Exhibit 59: Other Factors –  L/S Alpha  Global EM
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China A – Factor Monitor
Exhibit 60: China A – Factor Performance Summary

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B 0.8% 2.3% 26.3%

Cheap P/S 1.0% 1.2% 15.7%

Cheap P/E -1.6% 1.0% 4.4%

Defensive Value High Total Yield 0.5% 3.6% 13.3%

Current Value Cheap Fwd P/E -0.1% 2.9% 9.7%

Quality Value High FCF Yield -0.9% 0.4% 8.5%

Value Composite -1.4% 1.6% 17.1%

Low Accruals 0.2% 2.4% 14.2%

High Earnings Stability -1.0% 0.3% 2.7%

High Profitability -3.1% -1.7% -6.8%

Low Leverage -1.6% -1.8% -2.4%

High Operating Efficiency -0.1% -0.1% 6.7%

Quality Composite -1.6% 0.5% 8.6%

High Internal Growth -1.2% -0.3% -15.1%

High Dividend Growth -0.3% 0.3% -4.7%

High Earnings Growth -1.7% -0.3% -6.6%

High Long Term Growth f/c -0.8% -3.6% -16.7%

Growth Composite -0.8% -0.3% -8.4%

1M Loser -2.4% 0.0% 2.9%

12M-1M Residual Return -1.7% 0.3% -5.2%

Earnings Revision -0.9% -0.5% 1.9%

Sales Revision -0.9% -0.8% 9.4%

Sentiment Composite -2.4% 0.7% 5.1%

12M Price Momentum -1.2% -0.6% -11.3%

Small Cap 0.2% 2.1% 12.5%

Low Trading Liquidity 2.4% 3.4% 17.1%

Low Volatility 1.8% 2.8% 26.5%

Low Beta 0.7% 2.1% 2.3%

Technicals

China A

Deep Value

Quality

Growth

Sentiment

Source: FactSet, Morgan Stanley Research

Exhibit 61: Cumulative L/S Alpha since 2021 – China A
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Exhibit 62: Value Factors – Cumulative L/S Alpha since 2022 -  
China A
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Exhibit 63: Value Factors –  L/S Alpha  China A
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Exhibit 64: Quality Factors – Cumulative L/S Alpha since 2022 -  
China A
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Exhibit 65: Quality Factors –  L/S Alpha  China A

0.2%

-1.0%

-3.1%
-1.6%

-0.1%
-1.6%

2.4%

0.3%

-1.7% -1.8%
-0.1%

0.5%

14.2%

2.7%

-6.8%

-2.4%

6.7%

8.6%

-10%

-5%

0%

5%

10%

15%

20%

Low Accruals High Earnings
Stability

High
Profitability

Low Leverage High
Operating
Efficiency

MS Quality
Composite

China A - Quality Factors

Oct MTD Sep YTD

Source: FactSet, Morgan Stanley Research

Exhibit 66: Growth Factors – Cumulative L/S Alpha since 2022 -
  China A
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Exhibit 67: Growth Factors –  L/S Alpha  China A
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Exhibit 68: Sentiment Factors – Cumulative L/S Alpha since 
2022 -  China A
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Exhibit 69: Sentiment Factors –  L/S Alpha  China A
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Exhibit 70: Other Factors – Cumulative L/S Alpha since 2022 -  
China A
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Exhibit 71: Other Factors –  L/S Alpha  China A
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Japan – Factor Monitor
Exhibit 72: Japan – Factor Performance Summary

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B 0.0% 10.6% 25.7%

Cheap P/S -3.3% 7.4% 27.9%

Cheap P/E 0.1% 7.5% 33.8%

Defensive Value High Total Yield 2.1% 8.5% 30.2%

Current Value Cheap Fwd P/E -1.6% 10.4% 43.8%

Quality Value High FCF Yield 1.0% 0.4% 10.4%

Value Composite 0.8% 7.2% 29.7%

Low Accruals -1.5% 0.2% 0.3%

High Earnings Stability -0.9% -1.2% -6.4%

High Profitability -0.4% -4.7% -13.2%

Low Leverage 0.8% -3.4% -11.4%

High Operating Efficiency 2.0% 1.9% 7.9%

Quality Composite 0.5% -1.0% -8.0%

High Internal Growth 0.5% -2.9% 7.2%

High Dividend Growth -1.3% 0.3% 3.8%

High Earnings Growth -1.0% -2.1% 7.7%

High Long Term Growth f/c -2.1% -2.0% -1.6%

Growth Composite -0.3% -1.5% -2.7%

1M Loser -1.3% -3.9% -5.5%

12M-1M Residual Return 1.7% 1.6% 7.0%

Earnings Revision -1.8% 2.6% 3.3%

Sales Revision -1.6% 2.8% 5.8%

Sentiment Composite -0.7% 0.2% -2.4%

12M Price Momentum 1.2% 2.8% 6.6%

Small Cap -2.3% -1.1% -12.2%

Low Trading Liquidity 2.4% 3.4% 17.1%

High Short Ratio -3.3% -3.4% -7.7%

High DTC Short -1.0% -2.3% -3.0%

High Short Utilization -2.3% -2.5% 0.0%

Low Volatility 1.2% 3.1% -0.2%

Low Beta 0.8% 3.9% -4.6%
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Japan

Deep Value
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Growth

Sentiment

Source: FactSet, Morgan Stanley Research

Exhibit 73: Cumulative L/S Alpha since 2022 – Japan
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Exhibit 74: Value Factors – Cumulative L/S Alpha since 2022 -  
Japan
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Exhibit 75:  Value Factors –  L/S Alpha  Japan
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Exhibit 76: Quality Factors – Cumulative L/S Alpha since 2022 - 
Japan
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Exhibit 77:  Quality Factors –  L/S Alpha  Japan
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Exhibit 78: Growth Factors – Cumulative L/S Alpha since 2022 -
  Japan
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Exhibit 79: Growth Factors –  L/S Alpha  Japan
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Exhibit 80: Sentiment Factors – Cumulative L/S Alpha since 
2022 - Japan
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Exhibit 81: Sentiment Factors –  L/S Alpha  Japan
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Exhibit 82: Other Factors – Cumulative L/S Alpha since 2022 -   
Japan
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Exhibit 83: Other Factors –  L/S Alpha  Japan
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India - Factor Monitor
Exhibit 84: India – Factor Performance Summary 

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B -1.7% 5.0% 19.5%

Cheap P/S -1.5% 6.1% 21.6%

Cheap P/E -0.2% 6.1% 13.7%

Defensive Value High Total Yield -0.5% 3.7% 11.9%

Current Value Cheap Fwd P/E -1.3% 6.5% 9.2%

Quality Value High FCF Yield -2.2% 3.5% -2.5%

Value Composite -0.1% 3.2% 5.4%

Low Accruals -0.1% 0.9% 7.1%

High Earnings Stability 1.8% 0.1% 4.1%

High Profitability 1.4% -0.6% -2.1%

Low Leverage -0.2% 0.8% -8.3%

High Operating Efficiency 1.9% -2.1% 1.3%

Quality Composite 1.8% -0.4% 10.1%

High Internal Growth -0.2% 1.2% 1.1%

High Dividend Growth -1.2% -2.4% -6.6%

High Earnings Growth -0.1% -0.4% 17.9%

High Long Term Growth f/c -2.1% -0.4% 2.0%

Growth Composite -0.6% -0.4% -0.1%

1M Loser 1.0% 2.8% 2.7%

12M-1M Residual Return 1.2% 3.3% -11.2%

Earnings Revision 1.6% -0.3% 7.6%

Sales Revision 2.4% -1.2% -1.4%

Sentiment Composite 0.9% -0.2% -11.1%

12M Price Momentum 2.1% 2.0% -12.6%

Small Cap -1.6% 0.0% 21.2%

Low Trading Liquidity 2.4% 3.4% 17.1%

Low Volatility 1.7% -0.8% 9.5%

Low Beta -0.1% -2.2% -5.5%

Technicals

India

Deep Value

Quality

Growth

Sentiment

Source: FactSet, Morgan Stanley Research

Exhibit 85: Cumulative L/S Alpha since 2022 – India
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Exhibit 86: Value Factors – Cumulative L/S Alpha since 2022 -  
India
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Exhibit 87: Value Factors –  L/S Alpha  India
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Exhibit 88: Quality Factors – Cumulative L/S Alpha since 2022 - 
India
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Exhibit 89: Quality Factors  –  L/S Alpha  India
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Exhibit 90: Growth Factors – Cumulative L/S Alpha since 2022 -
  India
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Exhibit 91: Growth Factors –  L/S Alpha  India
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Exhibit 92: Sentiment Factors – Cumulative L/S Alpha since 
2022 - India
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Exhibit 93: Sentiment Factors –  L/S Alpha  India
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Exhibit 94: Other Factors – Cumulative L/S Alpha since 2022 -  
India
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Exhibit 95: Other Factors – L/S Alpha  India
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ASEAN – Factor Monitor
Exhibit 96: ASEAN – Factor Performance Summary 

As of: 10/20/2023

Category Factor Description Oct MTD Sep YTD

Cheap P/B 0.0% 2.6% 7.2%

Cheap P/S 0.7% 4.5% 9.0%

Cheap P/E 5.8% 5.0% 21.1%

Defensive Value High Total Yield 5.1% 2.1% 19.7%

Current Value Cheap Fwd P/E 5.1% 4.4% 18.1%

Quality Value High FCF Yield 3.7% -0.3% 13.1%

Value Composite 4.7% 4.2% 16.0%

Low Accruals 0.2% -2.4% 4.8%

High Earnings Stability 3.8% 1.4% 19.0%

High Profitability 2.2% 1.2% 9.5%

Low Leverage 4.4% 3.4% 20.5%

High Operating Efficiency -1.8% -1.2% -0.7%

Quality Composite 2.4% 1.0% 22.5%

High Internal Growth 2.8% 1.9% 5.3%

High Dividend Growth 2.3% -1.9% 2.6%

High Earnings Growth 4.2% -0.2% 3.9%

High Long Term Growth f/c 1.5% -4.4% -5.3%

Growth Composite 2.6% 2.7% 13.2%

1M Loser -3.3% 1.7% 12.3%

12M-1M Residual Return 1.1% 2.1% 12.4%

Earnings Revision 2.0% -0.5% 15.6%

Sales Revision 2.6% -1.1% 0.2%

Sentiment Composite -1.3% 0.8% 18.1%

12M Price Momentum 2.0% 2.8% 10.6%

Small Cap -0.2% -2.9% -11.4%

Low Trading Liquidity 2.4% 3.4% 17.1%

High Short Ratio -3.3% -3.4% -7.7%

High DTC Short -1.0% -2.3% -3.0%

High Short Utilization -2.3% -2.5% 0.0%

Low Volatility 4.3% -1.7% 6.9%

Low Beta 1.3% 4.9% 20.6%

Technicals

ASEAN

Deep Value

Quality

Growth

Sentiment

Source: FactSet, Morgan Stanley Research

Exhibit 97: Cumulative L/S Alpha since 2022 – ASEAN
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Exhibit 98: Value Factors – Cumulative L/S Alpha since 2022 -  
ASEAN
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Exhibit 99: Value Factors –  L/S Alpha  ASEAN
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Exhibit 100:Quality Factors – Cumulative L/S Alpha since 2022 - 
ASEAN
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Exhibit 101:Quality Factors  –  L/S Alpha  ASEAN
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Exhibit 102:Growth Factors – Cumulative L/S Alpha since 2022 -
  ASEAN
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Exhibit 103:Growth Factors –  L/S Alpha  ASEAN
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Exhibit 104:Sentiment Factors – Cumulative L/S Alpha since 
2022 - ASEAN
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Exhibit 105:Sentiment Factors –  L/S Alpha  ASEAN
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Exhibit 106:Other Factors – Cumulative L/S Alpha since 2022 -  
ASEAN

60

70

80

90

100

110

120

130

140

150

Jan-22 Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23

ASEAN - Technicals

12M Price Momentum Small Cap Low Volatility Low Beta Low Trading Liquidity High DTC Short

Source: FactSet, Morgan Stanley Research

Exhibit 107:Other Factors – L/S Alpha  ASEAN
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Factor Performance by Market
Exhibit 108:YTD Factor Performance Summary – by MSCI Market

As of: 10/20/2023

Category Factor Description YTD
Country 

Neutral
Australia China Hong Kong India Indonesia Korea Malaysia Philippines Singapore Taiwan Thailand

Cheap P/B 12.7% 16.2% -10.2% 30.5% 1.2% 19.5% 40.6% 7.8% -2.8% -14.9% -18.7% -0.8% -5.7%

Cheap P/S 20.3% 19.5% -8.7% 24.8% 12.0% 21.6% 54.1% -2.3% 3.0% 27.2% 6.8% 35.2% -2.0%

Cheap P/E 11.5% 8.3% 9.7% 12.1% 3.7% 13.7% 33.8% 1.9% -6.6% 30.2% -8.9% 1.6% 16.1%

Defensive Value High Total Yield 14.5% 18.6% -6.7% 21.1% 10.9% 11.9% 21.4% 3.3% 5.2% 13.0% 1.6% 17.7% 26.3%

Current Value Cheap Fwd P/E 7.4% 12.4% -4.5% 13.7% 16.0% 9.2% 46.9% 15.6% 1.3% 59.5% -9.1% 14.9% 4.7%

Quality Value High FCF Yield 6.4% 6.7% 4.5% 5.7% 6.3% -2.5% 71.5% -3.5% 3.8% 26.1% -7.5% 36.4% 11.2%

Value Composite 11.4% 11.3% 2.6% 13.8% 11.1% 5.4% 24.1% -0.3% 3.8% 8.7% -6.4% 25.9% 19.0%

Low Accruals 11.4% 9.6% -3.3% 11.4% -13.2% 7.1% -5.4% -9.5% 12.3% 48.5% -7.3% 32.3% 4.8%

High Earnings Stability 8.9% 6.1% -10.1% 2.6% 14.9% 4.1% 35.0% 11.7% -2.1% 9.9% 18.1% 18.0% 25.0%

High Profitability -0.6% -3.7% 8.6% -11.6% -0.1% -2.1% 10.0% -7.2% 1.7% 14.4% -11.8% 7.5% 18.3%

Low Leverage -7.1% -7.4% 21.4% -12.7% -8.9% -8.3% 11.3% -17.6% -1.8% -11.1% -6.0% 0.4% 33.9%

High Operating Efficiency 9.0% 5.9% 5.8% 8.0% -9.9% 1.3% -12.3% -7.4% 8.8% 18.6% -11.5% 24.9% 10.2%

Quality Composite 11.7% 8.9% 8.1% 8.5% -7.6% 10.1% 23.8% -15.9% 4.9% 68.6% 2.7% 17.9% 19.9%

High Internal Growth -6.1% -8.1% 19.0% -14.1% 7.4% 1.1% -12.0% -6.6% -10.8% 17.9% 0.5% -9.2% 12.6%

High Dividend Growth 6.8% 6.7% 6.4% 6.0% 16.1% -6.6% -3.7% -9.2% -2.1% 7.4% -10.5% 6.0% 11.9%

High Earnings Growth 4.4% 1.1% 8.6% -4.4% 10.6% 17.9% -16.7% 9.0% -6.9% 17.1% -1.2% 13.0% 6.5%

High Long Term Growth f/c -7.8% -7.1% -2.7% -13.2% -9.8% 2.0% 13.0% 4.6% -16.3% -12.9% 13.7% -5.3% 3.6%

Growth Composite -1.0% -3.6% 10.0% -7.9% 14.2% -0.1% 18.4% -12.4% -8.6% 13.6% -3.6% 5.8% 20.1%

1M Loser -6.9% -0.5% 15.0% 1.0% 9.7% 2.7% 2.8% -14.4% 21.5% 12.3% -3.2% -25.5% 17.6%

12M-1M Residual Return -3.3% 1.1% -6.3% 0.3% -8.5% -11.2% -2.3% 5.2% 5.0% 35.2% -7.9% 4.1% 19.7%

Earnings Revision 4.6% 3.7% -1.3% 3.3% 5.1% 7.6% 8.8% 11.1% -13.1% 10.4% 20.3% -12.7% 17.6%

Sales Revision 3.1% 3.7% -0.6% 5.2% 4.9% -1.4% -10.0% 5.8% -11.2% 4.3% 12.6% -5.3% 10.5%

Sentiment Composite -2.8% 1.7% 8.0% 1.9% -6.6% -11.1% 0.9% 2.4% 3.0% 11.6% 8.9% -13.4% 16.3%

12M Price Momentum 0.6% 1.6% -9.6% 1.8% -9.3% -12.6% 0.6% 12.4% -6.4% 32.7% 7.4% 6.4% 12.3%

Small Cap -4.1% 0.6% 0.4% -4.3% 16.9% 21.2% -9.9% -25.6% -0.1% -9.6% -16.8% 4.4% -16.4%

Low Volatility 23.4% 21.9% -18.3% 32.6% -0.7% 9.5% 38.6% 5.6% 0.1% 27.6% 4.5% -0.7% 5.4%

Low Beta 19.8% 8.9% -0.6% 9.7% -7.6% -5.5% -11.4% 11.2% 9.3% 24.9% 25.1% 10.8% 31.6%

Sentiment

Others
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Source: FactSet, MSCI, Morgan Stanley Research



M  Idea

38

Factor Performance by Sector
Exhibit 109:YTD Factor Performance Summary – by GICS Sector 

As of: 10/20/2023

Category Factor Description YTD
Sector 

Neutral
Energy Materials Industrials Cons. Disc.

Cons. 

Staple

Health 

Care
Financials Info Tech

Comm. 

Services
Utilities Real Estate

Cheap P/B 12.7% 11.3% 25.1% 9.6% 11.5% 10.0% -8.4% 17.8% 8.3% 27.6% 5.8% 20.3% -23.7%

Cheap P/S 20.3% 11.6% 15.4% 10.9% 30.0% 16.0% -3.2% 9.7% 0.0% 48.7% -3.2% 29.4% -28.7%

Cheap P/E 11.5% 3.7% 1.6% -4.0% 3.9% -4.7% -4.5% 0.5% 7.7% 15.8% 14.2% 39.1% -8.3%

Defensive Value High Total Yield 14.5% 12.6% 28.6% 2.8% -1.6% 4.4% 7.1% 8.4% 6.4% 44.7% 18.8% 12.7% -5.9%

Current Value Cheap Fwd P/E 7.4% 0.4% 11.2% -6.9% 3.2% -8.8% -13.4% 1.6% 6.9% 7.9% 13.6% 25.6% -25.4%

Quality Value High FCF Yield 6.4% 7.7% 12.2% 13.9% 11.7% -14.7% 0.4% -3.7% 0.0% 30.8% 19.4% -8.2% -18.5%

Value Composite 11.4% 9.7% 34.1% 5.0% 6.2% -2.8% -6.8% 14.8% 8.0% 52.2% 26.8% 14.5% -22.9%

Low Accruals 11.4% 12.2% -0.6% 9.5% 9.5% 3.9% -5.4% 23.9% 0.0% 44.3% 12.3% 7.3% -3.3%

High Earnings Stability 8.9% 9.1% 9.6% 10.5% 6.0% 0.9% 28.2% -12.7% 4.4% 7.3% 8.0% 4.8% -0.5%

High Profitability -0.6% -2.2% 8.9% -12.8% 1.0% -12.4% 12.0% -9.7% 2.4% 2.4% -6.4% -3.9% 7.3%

Low Leverage -7.1% -0.1% 19.9% -3.8% -5.4% -11.2% -3.7% -9.2% 0.0% 0.0% 23.9% 1.9% 3.7%

High Operating Efficiency 9.0% 7.9% -3.3% 8.1% 19.5% -9.4% 12.8% 25.7% -5.3% 34.7% -3.1% 0.0% -6.1%

Quality Composite 11.7% 11.4% 14.0% 7.0% 14.1% 4.1% 10.0% 10.3% -0.4% 25.7% 9.9% 8.6% 21.7%

High Internal Growth -6.1% -6.6% -11.8% -11.1% -4.0% 10.4% 2.5% -13.8% 4.7% -21.7% -14.1% 15.4% 0.0%

High Dividend Growth 6.8% 7.6% 0.5% -7.9% 4.7% 3.7% 10.8% 4.7% 6.9% 11.1% 29.2% 20.4% 33.3%

High Earnings Growth 4.4% 2.1% 10.8% -9.9% 3.8% 6.7% 13.2% -15.7% 7.3% -13.7% 22.6% 35.3% 24.2%

High Long Term Growth f/c -7.8% -9.1% -29.4% -12.1% -9.7% -7.2% 1.7% 4.0% -10.0% -8.7% -3.4% -13.8% 14.5%

Growth Composite -1.0% -1.7% -9.9% -15.6% -3.1% 10.6% 12.2% -13.0% 7.9% -10.8% 15.3% 14.1% 30.9%

1M Loser -6.9% -6.8% 15.0% 3.1% -18.2% -9.7% -6.8% -12.5% 10.2% -19.6% -3.0% -34.2% 7.2%

12M-1M Residual Return -3.3% -0.7% -11.4% 18.2% -0.4% -9.7% -3.4% 1.0% -7.6% -6.9% -25.7% -19.2% 26.0%

Earnings Revision 4.6% 5.4% 5.2% -4.9% 10.3% 7.2% 1.0% 9.1% 7.0% -4.5% 17.2% 2.4% 25.3%

Sales Revision 3.1% 2.2% -17.5% -12.6% 11.7% 20.7% 2.2% 5.7% 5.8% -6.9% 14.9% 10.5% 6.9%

Sentiment Composite -2.8% -2.9% -5.8% 1.8% -14.5% 0.2% -1.8% -3.2% 10.2% -17.6% -4.4% -9.3% 45.0%

12M Price Momentum 0.6% 1.3% -21.8% 17.7% 3.7% -2.5% 8.7% -2.3% -7.9% 6.6% -32.5% -5.8% 27.1%

Small Cap -4.1% -3.4% -16.8% -7.2% -2.3% -7.2% -1.6% 3.9% -0.9% -5.1% -10.3% 9.9% 10.9%

Low Volatility 23.4% 25.0% 16.8% 8.0% 36.3% 4.5% 37.9% 21.0% 13.0% 49.6% 9.1% 15.4% 22.2%

Low Beta 19.8% 23.3% 17.0% 9.3% 31.3% 20.1% 29.6% 15.6% 11.6% 18.0% 16.7% 46.5% 47.3%

Sentiment

Others

Asia Pacific ex Japan

Deep Value

Quality

Growth

Source: FactSet, MSCI, Morgan Stanley Research
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Appendix – Factor Definitions
Exhibit 110:Morgan Stanley Factor Definitions in Detail

Definition
Cheap P/B Last reported book value of common equity / current market cap

Cheap P/S Trailing 12m total revenue / current market cap

Cheap P/E Trailing 12m earnings / current market cap

Cheap Fwd P/E IBES median time-weighted NTM EPS Estimate divided by Price

High Total Yield Dividend Yield plus Buyback Yield

High FCF Composite Average of Z-score of FCF-to-EV and FCF Yield

Free Cash Flow Yield Trailing 12-month Free Cash Flow (operating cash flow - net capex) / current market cap

Free Cash Flow / EV Trailing 12-month Free Cash Flow (operating cash flow - net capex) / EV

MS Value Composite Average of Z-score of Free Cash Flow Sub Composite, 'Tangible Book/Price', Earnings Yield & Total Yield

Dividend Growth Y/Y Change in DPS (percent change of the latest reported 12m DPS compared to what it was 1 year ago)

Long Term Growth Forecast IBES mean 5-Year EPS growth forecast

Y/Y Earnings Growth Percentage change in the trailing 12-month Net Income over the last 1 year. Not used if Net Income 1-year ago were negative.

Internal Growth Retention rate times ROE

MS Growth Composite Average of Z-score of Internal Growth, 'Y/Y Earnings Growth', 'Y/Y Dividend Growth' & 'Long Term Growth Forecast'

1M Reversal Reciprocal of 1m trailing Total Return

12-1m Residual Momentum 12m Residual Momentum lagged by 1m

Earnings Revision Sub Composite Average of Z-score of 'Earnings Revisions Breadth' & 'Earnings Estimate Revisions'

Earnings Estimate Revisions Time-Weighted 1m change in the IBES median EPS estimate scaled by price

Earnings Revisions Breadth Median Time-Weighted NTM EPS Revisions 

Sales Revision Sub Composite Average of Z-score of 'Sales Revisions Breadth' & 'Sales Estimate Revisions'

Sales Estimate Revisions Time-Weighted 1m change in the IBES median Sales estimate scaled by market cap

Sales Revisions Breadth Median Time-Weighted NTM Sales Revisions 

MS Sentiment Composite Average of Z-score of 'Earnings Revision Sub Composite', 'Sales Revision Sub Composite', '12m-1m Residual Momentum' & '1m Reversal'

Accruals Sub Composite Average of Z-score of Accruals & 'Short-term Accruals'

Low Accruals Y/Y change in Net Operating Assets /total assets a year ago, low values are favored

Low ST Accruals Y/Y change in Current Net Operating Assets /Average Assets, low values are favored

Earnings Stability Sub Composite Average of Z-score of 'Estimate Dispersion', 'ROE Variability' & 'Sales Stability'

Low Estimate Dispersion Std deviation of IBES EPS estimates divided by absolute value of mean IBES estimate, low values are favored

Low ROE Variability 5-year std deviation of ROE divided by 5-year absolute mean of ROE, low values are favored

Sales Stability 5-year std deviation of Y/Y Sales Growth

Profitability Sub Composite Average of Z-score of ROE, 'Gross Profit-to-Assets', 'Gross Margin' & 'Opeating Leverage'

Gross Profit / Assets (Trailing 12m Revenue - COGS) / total assets from 12m ago

Gross Margin Trailing 12m revenue minus COGS / trailing 12m revenue

Operating Leverage 12m change in EBIT / 12m change in Sales

Leverage Sub Composite Average of Z-score of 'Cash Flow Coverage' & 'Cash Flow-to-Debt'

Cash Flow Coverage (Operating Cash Flows+Interest Expense)/Interest Expense

Cash Flow-to-Debt Operating Cash Flows / Total Debt

Operational Efficiency Sub Composite Average of Z-score of 'Capex-to-Sales', 'Y/Y Change in Inventory/Sales' & 'Y/Y Change in Num of Employees'

Low Capex/Sales Trailing 12m net capital expenditure / trailing 12m revenue, low values are favored

Y/Y Change in Inventory/Sales Difference between the most recent Inventory/Sales and Inventory/Sales from 12m ago

Low Y/Y Change in Num of Employees Y/Y percent change in number of employees

MS Quality Composite Average of Z-score of 'Accruals Sub Composite', 'Earnings Stability Sub Composite', 'Profitability Sub Composite', 'Leverage Sub Composite' & 

'Operational Effeciency Sub Composite'

Low Beta 36-month stock beta to the cap-weighted return of stocks, low values are favored

Low Volatility Standard deviation of the last 12m returns

Size (Small-Large) - Total Mkt Cap Total Market Cap

12M Price Momentum 12m trailing Total Return

Others

Style Group & Factor Name

Value

Growth

Sentiment

Quality

Source: Morgan Stanley Research

Important note regarding economic sanctions. This research references U.S. Executive 
Order 14032 and/or entities or securities that are designated thereunder. Executive 
Order 14032 may prohibit U.S. persons from buying certain securities of entities named 
in this note/presentation. The data set forth in this research is for informational 
purposes and does not represent Morgan Stanley’s view as to whether or not any of the 
instruments discussed in this note are subject to sanctions. Any references in this 
report to entities, debt or equity instruments that may be covered by such sanctions 
should not be read as recommending or advising as to any investment activities in 
relation to such entities or instruments. Users of this report are solely responsible for 
ensuring that their investment activities in relation to any sanctioned entities and/or 
securities are carried out in compliance with applicable sanctions.
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Stock Rating 
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% of Total Other 
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