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Quant but not as you know it

MDT'’s approach uses rigorous, supervised
processes powered by advanced algorithms
and robust risk management. But repeatability,
transparency and the human touch are the
key factors.

Once associated primarily with institutional investors,
guantitative investing has become more accessible to retail
investors in the last 20 years through ETFs and mutual
funds. It's an approach that relies on mathematical models,
statistical techniques and computer algorithms to digest
large datasets, identify patterns, and help managers make
investment decisions. And while this type of investing
typically involves advanced modeling techniques —
including tools within the expanding fields of machine
learning and artificial intelligence — that doesn’t mean
humans aren’t involved.

Another potential advantage of quant
investing is the ability to achieve greater
diversification by investing across a
range of styles.

Federated Hermes MDT Advisers (MDT), for instance, uses
machine learning to parse through vast amounts of data and
seek a multitude of equity opportunities in an unbiased way.
The investment team designs, oversees, and continuously
looks for ways to improve upon the various tools in its
investment process. The entire approach is transparent

and the reasoning behind investment decisions is clear.

“Our quant process is not a ‘black box,” and trades are
reviewed by members of the investment team prior to
implementation,” says Scott Conlon, investment director for
Federated Hermes MDT Advisers, the active quantitative
equity arm of Federated Hermes.

Conlon says the firm believes its quant approach is clearly
defined, testable and, in many ways, more transparent than
that of traditional fundamental investors.

"When analyzing a traditional stock-picking portfolio manager,
it's sometimes difficult to determine that their methodology
can be repeated with success over time. For instance, you
could have a portfolio manager who benefited from a one-off,
short-lived hunch that proved successful,” Conlon says. While
past success is never a guarantee of future results, quantitative
investing seeks to provide a repeatable process.

Diversification, back-testing and flexibility

One potential advantage of quant investing models is that
they are testable using historical market data, allowing
investors to understand how a particular strategy may have
worked over a long period of time, and what the outcomes
may have been to an investor in terms of return and risk,
Conlon says.

Another potential advantage of quant investing is the ability
to achieve greater diversification by investing across a range
of styles. Traditional fundamental strategies often incorporate
a specific focus that aligns with the manager’s philosophy,
such as quality, value, small cap or dividends, to narrow the
field of potential investments. If the environment for one of
those styles is out of favor, returns may suffer.

By contrast, Conlon says quant strategies can be built more
flexibly. MDT aims to build portfolios that invest in many
different types of companies with varying return drivers, so
that the portfolio has the potential to not just outperform over
time, but to deliver more consistent performance in many
market environments.

The quant investing process also offers portfolio managers
additional avenues to manage investment risk, when
compared to traditional fundamental approaches.

For example, MDT's quantitative managers don't necessarily
have a view on which sectors or factors —i.e., value, growth,
small cap, energy — will outperform at any given time. Therefore,
they use sophisticated risk modeling to try to avoid the risks of
being overconcentrated in a particular sector or factor. Instead,
the portfolios’ active risks are allocated to stock picking.

"Stock forecasts and portfolio positions are updated daily,
enabling our strategies to adapt to take advantage of timely
market opportunities. This active approach is designed to help
ensure our clients’ portfolios always reflect our most current,
best, bottom-up ideas,” says Conlon.

The quant investing process also offers
portfolio managers additional avenues to
manage investment risk, when compared
to traditional fundamental approaches.

Federated Hermes MDT Advisers offers a broad suite
of US guantitative investment solutions to fit a variety
of portfolio structures as a core or complementary
strategy. The team'’s internally developed investment
process employs a disciplined, bottom-up, quantitative
investment approach designed to be objective and
absent of human bias.
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Quant but not as you know it

The value of investments and income from them may go down as well as up, and you may not get back the original amount
invested. Any investments overseas may be affected by currency exchange rates. Past performance is not a reliable indicator of
future results and targets are not guaranteed.

For professional investors only. Distributed by Federated Hermes Limited , being Federated Hermes Limited and its
subsidiaries(”Federated Hermes"). The main entities operating under Federated Hermes are: Hermes Investment Management Limited
("HIML"); Hermes Fund Managers Ireland Limited (“"HFMIL"); Hermes Alternative Investment Management Limited (“HAIML"); Hermes
Real Estate Investment Management Limited (“HREIML"); Hermes Equity Ownership Services Limited ("EOS"); Hermes Stewardship North
America Inc. ("HSNA"); Hermes GPE LLP (“Hermes GPE"); Hermes GPE (USA) Inc. (“Hermes GPE USA"), Hermes GPE (Singapore) Pte.
Ltd. (“"HGPE Singapore”), Federated Investors Australia Services Pty Ltd. (“FIAS") and Federated Hermes Japan Ltd (“FHJL"), Federated
Hermes (UK) LLP (“FHUK"). HIML, HAIML and FHUK are each authorised and regulated by the Financial Conduct Authority. HAIML and
HIML carry out regulated activities associated with HREIML. FHUK, HIML, Hermes GPE and Hermes GPE USA are each a registered
investment adviser with the United States Securities and Exchange Commission (“SEC”) and HAIML and HFMIL are each an exempt
reporting adviser. HGPE Singapore is regulated by the Monetary Authority of Singapore. FHJL is regulated by Japan Financial Services
Agency and FIAS holds an Australian Financial Services Licence. HFMIL is authorised and regulated by the Central Bank of Ireland. HREIML,
EOS and HSNA are unregulated and do not engage in regulated activity.
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Federated Hermes

Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where
possible, to contribute to positive outcomes that benefit the wider world.

Our investment and stewardship capabilities:

@ Active equities: global and regional

@ Fixed income: across regions, sectors and the yield curve

@ Liquidity: solutions driven by five decades of experience

@ Private markets: private equity, private credit, real estate and infrastructure

@ Stewardship: corporate engagement, proxy voting and policy advocacy

For more information, visit www.hermes-investment.com or connect with us on social media: m
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