
During the third quarter of 2017, the Zacks Mid Cap Core Index 
(ZAXMC Index) had a total return of 4.76% comparing to the 
benchmarks S&P Midcap 400 Total Return Index which returned 
3.22% and the Russell Midcap Total Return Index which had a total 
return of 3.47%. YTD performance of ZAXMC Index is 16.08% 
compared with S&P Midcap 400 of 9.40% and Russell Midcap of 
10.32%. 

U.S. Stock Market Overview
Domestic equities posted steady gains in the third quarter, 
continuing the strong upward move following the 2017 second 
quarter. While the gains were across market capitalizations, small-
cap companies generate better returns than large-cap companies, 
and growth-oriented companies outperformed value stocks. The 
trend that small outperformed large is a reversion from last quarter. 
During the 3rd quarter, the total return of Russell 1000 index and 
S&P 500 are both 4.48%.  Russell 2000 index produced 5.87% return.  

Zacks Midcap Core Index Strategy Review
The Zacks Midcap Core Strategy uses proprietary multi factors as 
selection criteria. The robust asset selection process and strong risk 
management are essential for asset growth.

The selection screen eliminates companies with inflated growth 
estimate, making the index slightly tilt towards value stocks and 
avoid high volatile stocks without sustainability. 

Short interest ratio, as a market sentiment indicator, is a good 
compliment for the strategy. The strategy consistently generates 
excess returns in recent years by screening out bottom 20% of the 
stocks with highest short interest ratios. Finally, the valuation factors 
add an additional safety net to make sure the portfolio doesn’t 
include extremely expensive stocks.

Performance Attribution
In general, the model worked effectively to pick mid cap companies 
with better investor sentiment. There’s significant positive selection 
effect (1.34%) and marginal allocation effect (0.05%).  
During this quarter, the outperformance of ZAXMC is mainly driven 
by Financials and Industrials sector. The strategy has relatively 
heavier allocation on financial companies with weight of 28.98%. 
The selection model works very well on financials sector. 
It contributed 1.89% to the total return and 0.84% to the total 
alpha. The second-best sector is Industrials.  The selected industrial 
companies contributed 1.32% to the total return and 0.41% to the 
total alpha. 
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Index  Total Attribution (Alpha) (%) Allocation Effect (%) Selection Effect (%) 
Total 1.44 0.05 1.34
Financials 0.84 0.07 0.77
Utilities -0.04 -0.15 0.05
Industrials 0.41 0.01 0.40
Real Estate 0.06 0.08 -0.02
Information Technology -0.16 -0.23 0.08
Health Care 0.47 0.14 0.33
Materials -0.18 -0.03 -0.16
Consumer Discretionary 0.18 0.08 0.10
Energy -0.33 -0.04 -0.29
Consumer Staples 0.08 0.02 0.07
Telecommunication Services 0.10 0.10 0.00

   % AVERAGE WEIGHT    CONTRIBUTION TO RETURN (%) 

         ZAXMC Index S&P 400 Midcap Index    ZAXMC Index  S&P 400 Midcap Index 

Total 100.00 100.00     4.48 3.04 

Financials 28.98 16.25     1.89 0.60 

Utilities 17.04 5.69     0.53 0.11 

Industrials 14.72 15.07     1.32 0.93 

Real Estate 8.47 9.73     -0.10 -0.11 

Information Technology 6.91 18.16     0.32 0.85 

Health Care 5.63 8.65     0.20 -0.15 

Materials 5.50 7.30     0.11 0.37 

Consumer Discretionary 5.20 11.39     0.17 0.19 

Energy 4.56 3.56     0.03 0.35 

Consumer Staples 2.98 3.76     0.02 -0.02 

Telecommunication Services 0.00 0.25       - -0.10 

Attribution Analysis
from 6/30/2017 to 9/30/17

Zacks Mid-Cap Core Sector Attribution 
from 6/30/2017 to 9/30/17
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FACTOR FACTOR

 CONTRIBUTION

Utilities:US Utilities 0.15

DivYld:US DivYld -0.33

EarnVariab:US EarnVariab -0.26

Size:US Size -0.18

Financials:US FinSvcs 0.14

Technology:US Semi -0.13

Industrials:US Defense 0.11

Volatility:US Volatility -0.10

Growth:US Growth 0.10

Trade Activity:US TradeAct 0.02

Profit:US Profit 0.01

Zacks Mid-Cap Core Factor Attribution 
from 6/30/2017 to 9/30/17
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Factor attribution result is consistent with sector attribution. Utility, 
Financial and Industrial sectors made biggest positive contribution 
to the performance during last quarter. In terms of style factors, US 
growth and trade activities are next two main factors that bring 
outperformance. While values factors like dividend and earnings 
dragged the returns as growth stocks performed much better than 
value stocks recently.

  ZAXMC Index S&P Midcap 400 Index

  CZA IJH +/-

Dividend Yield           2.37                      1.57    0.80 

Price to Earnings Ratio (P/E)         19.79                            24.38          (4.60)

Price to Cash Flow Ratio (P/CF)         11.10                         11.44          (0.33)

Price to Book Ratio (P/B)           2.42                              2.42          (0.01)

Total Debt to Common Equity      122.21                             91.22          31.00 

Current Ratio           1.24                       1.68          (0.43)

LF Diluted EPS 5 Yr Geometric Growth   10.74                          8.52            2.22 

Zacks Mid-Cap Core Characteristics 
as of 9/30/17

Source: Bloomberg

The characteristics of ZAXMC shows consistency with previous 
analysis. The index generated higher yield and attractive valuation 
as end of third quarter compared with other major mid cap Indexes.  
P/E is lower at 19.79 while 5 year growth trend is higher at 10.42. 
ZAXMC distinguishes as a core strategy with a good combination of 
both growth and value characteristics. 



DISCLOSURE

Past performance is no guarantee of future results. Inherent in any investment is the potential for loss. 

This material is being provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax advice, 
or a recommendation to buy, sell or hold a security. No recommendation or advice is being given as to whether any investment or strategy 
is suitable for a particular investor. It should not be assumed that any investments in securities, companies, sectors or markets identified 
and described were or will be profitable. All information is current as of the date of herein and is subject to change without notice. Any 
views or opinions expressed may not reflect those of the firm as a whole.

S&P 400 Midcap Index: Standard and Poor’s Midcap 400 Index is a capitalization-weighted index which measures the performance of the 
mid-range sector of the U.S. stock market. The index was developed with a base level of 100 as of December 31, 1990. The index does 
not reflect advisory fees. The volatility of the benchmark may be materially different from the individual performance obtained by a specific 
investor. An investor cannot invest directly in an index.

Russell Midcap Index: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which 
represent approximately 25% of the total market capitalization of the Russell 1000 Index. The index does not reflect advisory fees. The 
volatility of the benchmark may be materially different from the individual performance obtained by a specific investor. An investor cannot 
invest directly in an index.

S&P 500 Index: Standard and Poor’s 500 Index is a capitalization-weighted index of 500 stocks. The index is designed to measure 
performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major 
industries. The index was developed with a base level of 10 for the 1941-43 base period. The index does not reflect advisory fees. The 
volatility of the benchmark may be materially different from the individual performance obtained by a specific investor. An investor cannot 
invest directly in an index.

NASDAQ 100 Index: The NASDAQ-100 Index is a modified capitalization-weighted index of the 100 largest and most active non-financial 
domestic and international issues listed on the NASDAQ. No security can have more than a 24% weighting. The index was developed with 
a base value of 125 as of February 1, 1985. Prior to December 21, 1998 the Nasdaq 100 was a cap-weighted index. The index does not 
reflect advisory fees. The volatility of the benchmark may be materially different from the individual performance obtained by a specific 
investor. An investor cannot invest directly in an index.

S&P 600 Smallcap Index: The Standard & Poor’s Smallcap 600 Index is a capitalization-weighted index that measures the performance of 
selected U.S. stocks with a small market capitalization. The index was developed with a base value of 100 as of December31, 1993. The 
index does not reflect advisory fees. The volatility of the benchmark may be materially different from the individual performance obtained 
by a specific investor. An investor cannot invest directly in an index.
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DISCLOSURE (continued) 

VIX Index: The Chicago Board Options Exchange Volatility Index reflects a market estimate of future volatility, based on the weighted 
average of the implied volatilities for a wide range of strikes. 1st & 2nd month expirations are used until 8 days from expiration, then 
the 2nd and 3rd are used. The index does not reflect advisory fees. The volatility of the benchmark may be materially different from the 
individual performance obtained by a specific investor. An investor cannot invest directly in an index.

iShares Core S&P Mid-Cap ETF: iShares Core S&P Mid-Cap ETF is an exchange-traded fund incorporated in the USA. The ETF tracks the 
performance of the S&P Midcap 400 Index. The ETF holds midcap U.S. stocks. Its investments are chosen using a representative sampling 
strategy to track the Index. The ETF weights the holdings using a market capitalization methodology and rebalances quarterly. An exchange 
traded fund typically includes embedded expenses that may reduce the fund’s net asset value, and therefore directly affect the fund’s 
performance and indirectly affect a Client’s portfolio performance or an index benchmark comparison.


