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Abstract

The study examines the performance and exposure of BSE strategy indices
and also compares them between the pre and post-covid periods. Though the
monthly returns of some of the indices were significant, no indices outperformed the
Sensex across the sample periods. On the risk-adjusted terms, quality, momentum,
and low-volatility indices offered a significant alpha in the pre-covid, but post covid,
all indices failed. The indices, except momentum, performed better in post covid
compared to pre-covid but are insignificant due to the post covid high volatility.
Momentum and value indices offered a predominant performance in the pre and
post covid periods respectively, while the dividend index failed in both periods.
While the market factor is the prominent driver of return for the indices, the size
effect on their performance is insignificant across the sample periods. The indices,
irrespective of their pre-covid exposure, gained significant exposure to loser stocks
post covid. Though the exposure varied between pre and post covid, the change in
the exposure was not significant except for the quality and dividend indices. They
offer limited intended factor exposure and some extent of unintended exposure, as
in the case of the momentum index in the pre-covid period.
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L. Introduction

AMIDST THE FIGHT between active and passive strategies around the
world, the smart beta strategies, a blend of both, are growing at a rapid
phase. They offer transparent and less costly products compared to active
investing and provide a market-outperforming capability that passive
investing lacks. ETFGl reports that the smart beta funds are growing ata 5-
year CAGR of 22.8% with assets of US$ 1.27 trillion as of April 2022 (ETFGI,
2022). As per the FTSE Russel asset owner survey in 2018, 58 % of the asset
owner around the world have already adopted smart beta strategies and
about 60% are re-evaluating to build more smart beta funds (Russell, 2018).
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