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Investing has always required judgement. For decades, that judgement was largely built on fundamental
research, qualitative assessment, and trading expertise. While these remain essential in the investment
process, the volume and variety of information available to aid the judgement process have expanded
dramatically, particularly with the proliferation of artificial intelligence.

The challenge for investors is no longer accessing information, but exercising discernment. This requires
the ability to validate the integrity, accuracy, and reliability of data, distinguish true signals from noise, and
act on those signals consistently.

Advancements in technology and computing power have transformed the investment landscape, allowing
Managers to process and analyze information at a scale that was previously impossible. Systematic
investing - what was once a niche quantitative discipline has now become a significant element of
institutional asset allocation that can provide access to a broader set of opportunities.

What is Systematic Investing?

Traditional discretionary approaches have primarily relied on human judgement. Managers make
decisions based on their experience, intuition, and fundamental research. Passive investing, by contrast,
seeks to track a market index or benchmark with minimal active decision-making. Systematic investing sits
between the two, combining human judgement with quantitative tools and data-driven techniques to
evaluate information consistently at a greater scale (Exhibit 1).

At its core, systematic investing is not about replacing human decision-making in the discretionary
approach or replicating a static model trading strategy in the passive approach. Rather, it is about
enhancing it. Human expertise remains essential in developing investment ideas, validating research,
overseeing risk, and adapting strategies as markets evolve. Advanced technology serves as a tool that
extends these capabilities, allowing Managers to pursue opportunities with greater breadth, consistency,
and scale.

Exhibit 1: Systematic investing sits between passive indexing and fully discretionary active management.
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Turning Data to Insight

Systematic Managers analyze a broad range of inputs, including company fundamentals, market prices,
economic indicators, investor sentiment, and alternative datasets. These inputs are evaluated through a
disciplined research process to identify signals that may be associated with future investment outcomes
(Exhibit 2).

However, effective signals require more than identifying historical patterns. Each signal must be
supported by sound economic rationale, tested across different market environments for its durability
and effectiveness. A signal that looks attractive in isolation may be less valuable if it duplicates existing

exposures, lacks persistence, or cannot be implemented efficiently.

Exhibit 2: The systematic process is a structured pipeline that transforms data into portfolio decisions.
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The systematic process can be explained using a retailer as an example. A traditional analyst may review
same-store sales, margins, management commentary and valuation. A Systematic Manager can evaluate
those same fundamentals but may also incorporate alternative data such as foot traffic at store locations,
online search activity, and transaction trends.

A Systematic Manager may start with foot-traffic data to assess whether customer activity at a retailer's
store is improving. But the raw data alone is not enough. A solid research process would normalize for
holidays, weather, regional differences, store openings, one-off events, and seasonality, and test whether
the foot-traffic signal meaningfully predicts sales or earnings momentum across companies and market
environments. In addition, they would evaluate whether the signal adds incremental information beyond
more traditional inputs such as earnings revisions or price momentum.

The result is not a “black box” prediction. It is an evidence-based insight: if operating data is improving

before consensus expectations have adjusted, the stock may have a higher probability of outperforming
peers. If the data does not hold up after testing, it is refined or discarded.
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A similar process can be applied in small-cap and less-covered segments, where broker research and
corporate news flow can be translated into sentiment scores using large language models (LLMs). Initial
sentiment measures are stress-tested for coverage bias, noise around short-term headlines, and crowding
risk, and then iteratively improved so that the final signal focuses on persistent changes in the language
around fundamental and outlook. By re-testing through different market environments and after realistic
transaction costs, Systematic Managers can assess whether sentiment data truly improves stock selection,
rather than adding noise or unnecessary trading activity.

This is where research becomes a key differentiator. Leading Systematic Managers continuously test,
refine, and validate their models as markets evolve and new information becomes available. The objective
is not to predict the future with certainty, but to improve the decision-making by combining many
independent insights within a disciplined and scalable framework.

Systematic Strategies in Practice

Systematic investing is not a single strategy, but a broad investment framework that applies repeatable,
research-driven rules across multiple sources of return, including equities, rates, credit, macro markets,
and securitized assets (Exhibit 3). In practice, this means portfolios can combine long/short equity
selection, trend and macro trading, relative-value positions in rates and credit, and capital-structure or
securitized-credit opportunities within one integrated process. The result is a more diversified set of
return drivers than what would typically be available from a traditional long-only portfolio.

Exhibit 3: Systematic investing encompasses multiple strategy families, each designed to capture distinct
return drivers across markets, time horizons, and instruments.
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Three common examples include:

Equity Cross-Market Security Selection: In equity markets, Systematic Managers may analyze company
fundamentals, analyst revisions, earnings visibility, investor positioning, and capital flows across sectors.
For example, if data shows improving earnings expectations and stronger business activity in technology
and financials, while real estate and energy face pressure from higher rates or weaker profitability, the
portfolio may tilt long toward the stronger sectors and short the weaker ones. The objective is not simply
to predict which sector will perform best, but to identify relative winners and laggards using a consistent,
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evidence-based process.

Credit-Informed Equity Long/Short: Systematic Managers may also combine information from credit
and equity markets. Credit spreads can sometimes confirm or challenge what equity prices are implying.
For example, if a company shows better-than-expected sales and profits, and its credit spreads are
tightening, the combined signal may suggest improving fundamentals. That insight can support a long
equity position. This approach is useful because different markets often process information at different
speeds. Credit markets may reveal changes in risk perception before they are fully reflected in equity
prices, or vice versa.

Credit Long/Short: In credit markets, systematic strategies may compare bond spreads against estimated
default risk, leverage, operating performance, and equity market signals. For example, one company may
offer attractive credit compensation because spreads are wide while fundamentals are improving. Another
may have tight spreads despite weaker fundamentals. A Systematic Manager may go long the more
attractive credit and short the less attractive one. The goal is to capture relative mispricing while reducing
broad market exposure. In other words, the strategy seeks to profit from differences between issuers,
rather than relying only on whether the overall credit market rises or falls.

Where Systematic Investing Fits in a Portfolio

A traditional portfolio often relies heavily on equity market growth and bond market stability. Systematic
strategies can broaden the opportunity set by investing across asset classes, geographies, sectors,
securities, and time horizons. Because many systematic strategies are designed to capture relative-value,
trend, factor, or cross-market opportunities, their returns may be driven less by broad market direction
and more by security selection, market inefficiencies, and disciplined portfolio construction.

A disciplined systematic process can also help identify exposures, size positions appropriately, and
manage risks such as concentration, liquidity, factor exposure, and drawdown. In addition, the ability to
evaluate many signals across many markets can help Systematic Managers respond more quickly when
market leadership shifts or when traditional relationships break down.

By using data and technology to identify a broader range of opportunities, Systematic Managers may be
able to capture small but repeatable sources of alpha across many securities and markets. Individually,
each signal may be modest, but when combined within a diversified portfolio, these insights can become
a meaningful source of active return.

This does not mean systematic investing is risk-free. Models can be wrong, signals can decay, transaction
costs can erode returns, and crowded trades can unwind quickly. For this reason, Systematic Manager
quality is critical. Strong research, robust data, disciplined portfolio construction, risk oversight, and
execution capability are essential to turning systematic insights into durable portfolio outcomes.
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The Case for Systematic Investing Today

The investment landscape has become increasingly complex in recent years. For much of the post-GFC
period, investors benefited from low inflation, accommodative monetary policy, and a stable relationship
between stocks and bonds, where bonds helped cushion the impact during periods of crisis.

That correlation turned positive in the aftermath of COVID-19. In 2022, both US equities and core bonds
posted double-digit losses as inflation surprised to the upside and central banks raised interest rates
aggressively. This challenged the traditional 60/40 portfolio playbook and reminded investors that bond
diversification cannot always be taken for granted, particularly when inflation and rate shocks affect both
asset classes at the same time.

Interest rates have also reset to a higher range. After more than a decade of unprecedented quantitative
easing at near-zero rates, central banks began one of the fastest tightening cycles in decades. The 10-year
U.S. Treasury yield briefly moved above 5% in October 2023, its highest level since 2007, reflecting a sharp
repricing of inflation, policy, and term-premium risk. Since then, markets have continued to adjust
between expectations for rate cuts and concerns that inflation could remain more persistent than
expected.

Geopolitical tensions have added another layer of uncertainty. Russia’s invasion of Ukraine reshaped
global energy trade flows and contributed to broad inflation pressure, while conflict in the Middle East
has disrupted key shipping routes, increased transit times, and raised freight and fuel costs. These shocks
can trickle down quickly through commodities, currencies, interest rates, and regional risk premia,
negatively impacting growth and, ultimately, corporate margins.

At the same time, market outcomes have become more differentiated, as observed in the Dispersion
Index that tracks the performance spread between winners and losers (Exhibit 4). Recent market
performance has been driven by narrow leadership in Al-linked industries, with information technology
and semiconductor stocks delivering outsized gains alongside strength in energy and select financials,
while more rate-sensitive areas such as real estate and consumer discretionary sectors have lagged,
posting flat or low single-digit returns in many markets. This wider dispersion creates challenges for
portfolios that rely mainly on broad market exposure, but it can also create opportunities for strategies
that can identify relative winners and losers.
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Exhibit 4. Market conditions support systematic alpha generation
VIX and DSPX index history & DSPX index range, monthly data, 06/19/2014 to 04/30/2026
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Data as of April 30, 2026. Source: Bloomberg, CBOE, Westcourt analysis. Note: Data prior to DSPX index launch date (September 27, 2023) is backtested
hypothetical data.

This is where systematic investing can be particularly relevant. By using data-driven and rules-based
models, systematic strategies can evaluate a large volume and range of signals across markets and
respond tactically as conditions change. For example, in equities, systematic market-neutral and factor-
based strategies may use signals such as valuation, balance-sheet quality, earnings revisions, price
momentum, and sentiment to build diversified long/short portfolios. When dispersion is elevated, these
strategies can tilt toward companies with improving profiles and away from those showing deterioration,
seeking to capture the relative performance gap between market leaders and laggards.

The strength of systematic investing today is not simply its use of technology or data. Rather, it is its

ability to diversify return drivers and pursue opportunities that may be less dependent on the direction of
traditional equity and bond markets.

When Hiring a Systematic Manager

Not all Systematic Managers are created equal. While many strategies may appear similar at a high level,
outcomes can vary significantly depending on the depth of the research behind them.

Research Capability: A strong research process is essential for identifying and validating new investment

signals. This research-driven culture is often what distinguishes leading Systematic Managers from their
peers.
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Data Advantage: The quality, breadth, and interpretation of data are central to systematic investing. A
Systematic Manager's ability to source, clean, analyze, and effectively use large datasets can be an
important differentiator.

Portfolio Construction Expertise: Generating signals is only the first step. Successfully translating those
signals into portfolios requires thoughtful risk management, diversification, liquidity awareness, and
implementation discipline.

Technology Infrastructure: Systematic investing depends on robust technology, data management, and
analytical capabilities. Scalable infrastructure allows Systematic Managers to process information
efficiently and implement decisions consistently across markets.

Experience and Governance: Human oversight remains critical. Investors should evaluate the experience

of the investment team, the strength of the risk management framework, and the governance processes
supporting model development and portfolio decisions.

Key Takeaways

Systematic investing combines human insight with advanced quantitative techniques to pursue
investment opportunities across asset classes. Its value lies not only in the use of data and models, but in
the strength of the research, portfolio construction, risk management, and governance behind the
strategy.

In an environment of higher stock-bond correlation, shifting rate expectations, geopolitical uncertainty,
and wider dispersion across securities, systematic strategies may offer investors a broader and more
diversified way to pursue alpha. By turning information into tested signals and signals into controlled
portfolio actions, systematic investing can help investors access opportunities that may be difficult to
capture through traditional approaches alone.

8 Westcourt Solutions E:i%



Disclaimer

The information, analysis, and/or opinions contained in this document are based on information and/or documents collected or received
by Westcourt Capital ULC (“Westcourt”) from third party sources (“sources”) and are provided “as is” and may change without notice. These
sources have neither reviewed nor approved of the materials prepared by Westcourt based on the information and/or documents they
contributed. While Westcourt has prepared this document with care and diligence, and believes these sources to be reliable, it has not
verified any of the information and/or documents that have been collected or received which may be referred to in this document or
ascertained the underlying assumptions relied upon by these sources. Accordingly, the completeness and accuracy of the information
contained herein cannot be guaranteed by Westcourt or its sources.

This document is for informational and discussion purposes only and does not constitute, nor should it be construed as, and does not form
the basis of an offer, solicitation, or legal agreement for the purchase or sale of securities or any interest in any fund, or to engage in any
investment activity, nor does it constitute any form of investment or other advice. No such securities or interest will be offered or sold to
any person in any jurisdiction in which such offer, solicitation, purchase, or sale would be unlawful under the securities law of such
jurisdiction.

Westcourt does not provide tax advice and this document should not be construed to provide tax advice. Readers contemplating an
investment in the Fund to be made personally or by an entity, such as a corporation, trust, or limited partnership, should consult their tax
advisor prior to any investment for tax planning purposes.

This document was prepared without regard to specific objectives, financial situation, or needs of any particular recipient or reader. Please
read the offering documents of an investment fund before investing, including a complete description of the risks of that fund. Investors
may incur expenses in buying or selling their interest in an investment fund.

Westcourt and its directors, officers, employees, consultants, and agents make no express or implied representations or warranties of any
kind and expressly disclaim all responsibility or liability for the completeness, accuracy, and correctness of the document and/or

information, or for any losses arising from any use or misuse of, or reliance on, the information, analysis, and/or opinions expressed herein.

Note: Westcourt Solutions and the Westcourt Solutions logo are trademarks of Westcourt Capital ULC. Westcourt Solutions is a division of
Westcourt Capital.
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