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HIGH BETA OR LOW VOL?  
WHY NOT BOTH 
 
For the past three years, low volatility ETFs has been in vogue.  For example, since 
launching in May of 2011, PowerShares S&P 500 Low Volatility (SPLV 34 
Overweight) climbed to more than $4.5 billion in assets as investors expressed a 
desire to participate in the U.S. market while at the same time trying to reduce risk. 
But while S&P Capital IQ sees the merits of low volatility portfolios, we also note 
that some investors are comfortable with occasionally increasing their risk profile. 
Fortunately, for this group, there are also some ETFs that offer attractively valued 
stocks at a modest cost along with higher risk. 
 
Indeed, Lunt Capital, a Utah-based ETF asset manager, runs an ETF-only global 
strategy that focuses on both the low- volatility and high-beta ETFs from 
PowerShares. Lunt’s tactical approach involves two primary steps. The general aim 
is to have one-third of assets in U.S. equities, one-third in developed international 
equities, and one-third in emerging markets. However, on a quarterly basis, Lunt tilts 
the strategy toward a favored geography and away from a least favored one. Since 
the beginning of April 2014, the strategy had relatively high exposure to the U.S., 
relatively low exposure to developed international markets, and neutral exposure to 
emerging markets.  
 
On a monthly basis, the asset manager determines whether to focus on the low-
volatility or high-beta ETFs tied to each of those geographies.  This is done using a 
risk-adjusted relative strength approach, so the strategy will shift from low-volatility 
to high-beta ETFs (or vice versa) when management believes the opportunities are 
better in one approach or another.  
 

Ticker Exchange Traded Fund 

EEHB 
POWERSHARES S&P EMERGING MARKETS HIGH 
BETA  

IDLV 
POWERSHARES S&P INTERNATIONAL DEVELOPED 
LOW VOLATILITY 

SPHB POWERSHARES S&P 500 HIGH BETA 

 
John Lunt, president of Lunt Capital, noted in an early August interview with S&P 
Capital IQ that there is huge disparity in returns between low-volatility and high-beta 
products. However, the key to the firm’s relative strength approach relies on 
identifying a trend and then acting on it. 
 
In early August, Lunt sold its exposure in PowerShares S&P Emerging Markets Low 
Volatility (EELV 29 Marketweight) and purchased PowerShares S&P Emerging 
Markets High Beta (EEHB 24 Overweight). On a country basis, EEHB’s largest 
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exposure was to Turkey, South Africa, and China, while EELV was focused on 
Taiwan, Malaysia, and South Korea. While both emerging market ETFs offer 
significant financials exposure, materials and industrials are well represented in 
EEHB, whereas EELV currently has more telecom services constituents. These 
ETFs are rebalanced on a quarterly basis and so the exposures can and will shift after 
evaluating the most (or least) volatile stocks in the prior 12 months.  As noted, there 
has been a huge spread between the performance of these two emerging market 
ETFs. Year to date through August 8, EEHB rose 14%, much stronger than the 3.8% 
increase in EELV that was in the Lunt strategy during the month of July.  
 
Meanwhile, in July, PowerShares S&P 500 High Beta (SPHB 33 Marketweight) 
replaced SPLV, which had been in the strategy for the prior three months.  SPHB 
also currently has high stakes in financials stocks, as well as energy and consumer 
discretionary issues; SPLV is more weighted toward utilities and consumer staples. 
Overall, the stocks that make up SPHB are considered undervalued according to 
S&P Capital IQ research though, not surprisingly, have elevated risk profiles. The 
ETF also ranks favorably to S&P Capital IQ for its low expense ratio and tight 
bid/ask spread.  Year to date, SPHB rose 6.7%, much higher than SPLV’s 5.1% gain. 
  
S&P Capital IQ provides research and rankings on approximately 800 equity ETFs, 
based on a combination of proprietary holdings-based research and relevant 
performance and cost factor metrics. ETFs that earn a top ranking of overweight do 
so for having a number of favorable attributes, in our opinion.   
 
The third, smaller ETF position for Lunt is in PowerShares S&P International 
Developed Low Volatility (IDLV 33 Marketweight), which rose 5.2% in 2014, 
ahead of the 2% gain achieved by PowerShares S&P International Developed High 
Beta (IDHB 31 Underweight). IDLV’s largest country exposure is to Canada, 
Australia, and Singapore, unlike IDLV with significant stakes in Japan and Sweden 
From a sector perspective, this ETF is heavily weighted toward financials and 
consumer staples. IDLV has been in the Lunt strategy since May 2014. 
 
To learn more about S&P Capital IQ’s views on these low-volatility and high-beta 
ETFs, please see our related research on this and other platforms. To learn more 
about Lunt’s High Beta Low Volatility Rotation Portfolio visit 
http://www.luntcapital.com/ 
 
 
 
 
 
 
 
 
 
 
 
Required Disclosures 

http://www.luntcapital.com/
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ETFs may not be appropriate for all investors. To determine if this ETF is an appropriate investment for 
you, carefully consider the ETF’s investment objectives, risk factors and charges and expenses before 
investing. This and other information can be found in the ETF’s prospectus. 
 
This report is for informational purposes only. When using this report, investors are advised to consult the 
accompanying glossary of investment terms. Total return performance is historical and assumes reinvestment of all 
dividends and capital gain distributions. Past performance is no guarantee of future results. Investment return 
and principal value will fluctuate so that, when redeemed, an investor’s shares may be worth more or less than their 
original cost. Current performance may be lower or higher than the performance data quoted. 
 
ETFs issue and redeem shares at net asset value (“NAV”) only in large blocks of shares called “Creation Units”, or 
multiples thereof. Only broker dealers and large institutional investors with creation and redemption agreements, 
called Authorized Participants (“APs”) can purchase and redeem Creation Units. ETFs are subject to risks similar to 
those of stocks, including those regarding short selling, margin account maintenance and loss of principal. Investors 
buying or selling ETF shares on the secondary market may incur brokerage costs and other transactional fees.  
 
Risks disclaimers 
Investments are subject to investment risks including the possible loss of the principal amount invested. The ETF 
may be subject, but not limited, to the following investment risks: 
ETF Risk  
Shares of an ETF may trade above or below their NAV. Shares will fluctuate in price due to daily volume changes. 
However, the market prices of Shares will generally fluctuate in accordance with changes in NAV as well as the 
relative supply of, and demand for, Shares on the Exchange.   
During periods of market volatility the trading price of Shares may deviate significantly from the NAV.  
 
Market risk. ETFs are typically designed to track the performance of certain indices, market sectors, or groups of 
assets such as stocks, bonds, or commodities. The market value of an ETF may decline due to general market 
conditions and the volatility associated with the underlying indices or assets can result in a loss of the ETF’s value. 
 
Tracking error risk. The ETF’s goal is to track a specific market index or asset, normally referred as fund target 
index. The discrepancy between the ETF’s performance and the performance of its target index is known as 
tracking error. A variety of factors can create a performance gap between ETF and its target index such as the 
impact of transaction fees and expenses incurred by the ETF, changes in composition of the underlying 
index/assets, the ETF manager’s replication strategy and sampling techniques, and the timing of purchases and 
redemptions of fund shares. 
 
Concentration risk. An ETF's portfolio reflects the underlying Index's concentration in the securities of a particular 
issuer or issuers, which means that the fund may invest a relatively high percentage of its assets in a limited 
number of issuers. Therefore, the ETF's performance may be more vulnerable to changes in the market value of a 
single issuer or group of issuers and more susceptible to risks associated with a single economic, political or 
regulatory occurrence than a diversified fund. 
 
Other disclaimers 
About S&P Capital IQ’s Distributors:  
S&P Capital IQ’s ETF Reports have been prepared and issued by S&P Capital IQ and/or one of its affiliates. In the 
United States, ETF Reports are prepared by SPIAS and issued by Standard & Poor’s Financial Services LLC. 
SPIAS is authorized and regulated by the U.S. Securities and Exchange Commission.  
 
S&P Capital IQ or an affiliate may license certain intellectual property or provide pricing or other services to, or 
otherwise have a financial interest in, certain issuers of securities, including exchange-traded investments whose 
investment objective is to substantially replicate the returns of a proprietary index of S&P Dow Jones Indices, such 
as the S&P 500. In cases where S&P Capital IQ or an affiliate is paid fees that are tied to the amount of assets that 
are invested in the fund or the volume of trading activity in the fund, investment in the fund will generally result in 
S&P Capital IQ or an affiliate receiving compensation in addition to the subscription fees or other compensation for 
services rendered by S&P Capital IQ. A reference to a particular investment or security by S&P Capital IQ and/or 
one of its affiliates is not a recommendation to buy, sell, or hold such investment or security, nor is it considered to 
be investment advice. 
 
No endorsement of any ETF included in this report should be implied by the fact that the ETF bears the S&P mark 
or is based on an S&P Dow Jones Index. S&P Capital IQ does not receive fees from ETFs and/ or funds for their 
inclusion in this report. S&P Capital IQ does not receive fees from mutual funds and/ or funds for their inclusion in 
this report. S&P Capital IQ and its affiliates provide a wide range of services to, or relating to, many organizations, 
including issuers of securities, investment advisers, broker-dealers, investment banks, other financial institutions 
and financial intermediaries, and accordingly may receive fees or other economic benefits from those organizations, 
including organizations whose securities or services they may recommend, rate, include in model portfolios, 
evaluate or otherwise address. 
 
S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other vehicle 
that seeks to provide an investment return based on the returns of any S&P Dow Jones index. No other unit of 
Standard & Poor’s Financial Services LLC (“S&P”), including S&P Dow Jones Indices, contributed to the content of 
this report. S&P does not trade for its own account.  
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Indexes are unmanaged, statistical composites and their returns do not include payment of any sales charges or 
fees an investor would pay to purchase the securities they represent. Such costs would lower performance. It is not 
possible to invest directly in an index. 
 
For details on the S&P Capital IQ research objectivity and conflict-of-interest policies, please visit: 
www.spcapitaliq.com/Policies 
 
For a list of companies mentioned in a S&P Capital IQ Research Report for which McGraw Hill Financial, Inc. 
and/or one of its affiliates own 1% or more of common equity securities and for a list of companies mentioned in a 
Research Report that own more than 5% of the common equity securities of McGraw Hill Financial, Inc. and/or one 
of its affiliates, please visit: www.spcapitaliq.com/issuer-stock-ownership 
 
For a list of companies mentioned in a Research Report with whom S&P Capital IQ and/or one of its affiliates has 
had business relationships within the past year, please go to: www.spcapitaliq.com/Relationships 
 
General Disclaimers 
For residents of U.S. and Canada:  
Where S&P Capital IQ’s ETF Reports are made available in a language other than English and in the case of 
inconsistencies between the English and translated versions of an ETF Report, the English version will control 
and supersede any ambiguities associated with any part or section of an ETF Report that has been issued 
in a foreign language. Neither S&P Capital IQ nor its affiliates guarantee the accuracy of the translation. 
Assumptions, opinions and estimates constitute our judgment as of the date of this material and are subject to 
change without notice.  
 
Past performance is not necessarily indicative of future results. 

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or 
output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in 
any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard 
& Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful 
or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, 
employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or 
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of 
any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, 
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR 
THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION.  In no event 
shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, 
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income 
or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the Content even 
if advised of the possibility of such damages. 
 
Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of 
the date they are expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment 
decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any 
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the 
Content following publication in any form or format. The Content should not be relied on and is not a substitute for 
the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making 
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where 
registered as such.  While S&P has obtained information from sources it believes to be reliable, S&P does not 
perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. 
 
To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in 
another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend 
such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out 
of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged 
to have been suffered on account thereof.  
 
S&P keeps certain activities of its business units separate from each other in order to preserve the independence 
and objectivity of their respective activities. As a result, certain business units of S&P may have information that is 
not available to other S&P business units. S&P has established policies and procedures to maintain the 
confidentiality of certain non-public information received in connection with each analytical process. 
 
Standard & Poor’s Ratings Services does not contribute to or participate in the development of this report. Standard 
& Poor’s Ratings Services may receive compensation for its ratings and certain analyses, normally from issuers or 
underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's 
public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and 
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other 

http://www.spcapitaliq.com/Policies
http://www.spcapitaliq.com/issuer-stock-ownership
http://www.spcapitaliq.com/Relationships
http://www.standardandpoors.com/
http://www.ratingsdirect.com/
http://www.globalcreditportal.com/
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means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is 
available at www.standardandpoors.com/usratingsfees. 
 
ETF Reports are not intended to be investment advice and do not constitute any form of invitation or inducement by 
S&P Capital IQ to engage in investment activity. This material is not intended as an offer or solicitation for the 
purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies 
mentioned herein may not be suitable for all investors and this material is not intended for any specific investor and 
does not take into account an investor’s particular investment objectives, financial situations or needs. Any opinions 
expressed herein are given in good faith, are subject to change without notice, and are only current as of the stated 
date of their issue. Prices, values, or income from any securities or investments mentioned in this report may 
fluctuate, and an investor may, upon selling an investment, lose a portion of, or all of the principal amount invested. 
Where an investment is described as being likely to yield income, please note that the amount of income that the 
investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a 
different currency to the investor’s   chosen currency, changes in rates of exchange may have an adverse effect on 
the value, price or income of or from that investment to the investor. The information contained in ETF Reports does 
not constitute advice on the tax consequences of making any particular investment decision. Before acting on any 
recommendation in this material, you should consider whether it is suitable for your particular circumstances and, if 
necessary, seek professional advice. 
 
For residents of Canada: Canadian investors should be aware that any specific securities discussed in an ETF 
Report can only be purchased in Canada through a Canadian registered dealer and, if such securities are not 
available in the secondary market, they can only be purchased by eligible private placement purchasers on a basis 
that is exempt from the prospectus requirements of Canadian securities law and will be subject to resale 
restrictions. Information in ETF Reports may not be suitable or appropriate for Canadian investors.  Only a 
registered distributor is eligible to distribute excerpts of any ETF Reports, and distributor will be deemed to assume 
regulatory responsibility for the excerpted information, and undertakes to provide notice to clients that it will be 
assuming such responsibility.  
 
This investment analysis was prepared from the following sources:  
S&P MarketScope, S&P Industry Reports; Standard & Poor's, 55 Water St., New York, NY 10041.  
 
STANDARD & POOR’S, S&P, S&P 500, GICS, STARS, S&P MIDCAP 400, and S&P SMALLCAP 600 are 
registered trademarks of Standard & Poor’s Financial Services LLC. 
 
Additional information is available upon request. 
 
ETF reference data provided by Lipper. 
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