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Disclaimer

This marketing material is for
distribution to professional
investors only. It is neither directed
to, nor intended for distribution or
use by, any person or entity who is a
citizen or resident of or located in
any locality, state, country or
jurisdiction where such distribution,
publication, availability or use would
be contrary to law or regulation.

The information and data presented
in this document are not to be
considered as an offer or solicitation
to buy, sell or subscribe to any
securities or financial instruments or
services.

The information wused in the
preparation of this document is
based upon sources believed to be
reliable, but no representation or
warranty is given as to the accuracy
or completeness of those sources.
Information, opinions and estimates
contained in this document reflect a
judgment at the original date of
publication and are subject to
change without notice.

This material does not contain
sufficient information to support an
investment decision and it should
not be relied upon by you in
evaluating the merits of investing in
any products or services offered or
distributed by  Pictet  Asset
Management. Pictet Asset
Management has not ensured the
suitability ~ of  the  securities
mentioned in this document for any
specific investor, and it should not
be relied upon as a substitute for
independent judgment; investors
are advised to determine the
suitability of the investment based
on their financial knowledge,
experience, goals and situation, or

to seek specific advice from an
industry professional before making
any investment decisions. Investors
should read the prospectus or
offering  memorandum  before
investing in any Pictet managed
funds. Tax treatment depends on
the individual circumstances of each
investor and may be subject to
change in the future.

Past performance is not a guide to
future performance. The value of
investments and the income from
them can fall as well as rise and is
not guaranteed. Investors may not
get back the amount originally
invested. This document has been
issued in Switzerland by Pictet Asset
Management S.A. and in the rest of
the world by Pictet Asset
Management (Europe) S.A., and may
not be reproduced or distributed,
either in part or in full, without their
prior authorisation.

Effective allocations are subject to
change and may have changed since
the date of the marketing material.

Any index data referenced herein
remains the property of the Data

Vendor. Data Vendor Disclaimers
are available on
pictet.com/assetmanagement in
the “Resources” section of the
footer.

The latest version of the fund’s

prospectus, Pre-Contractual
Disclosure (PCD) when applicable,
Key Information Document (KID),
annual and semi-annual reports
must be read before investing. They
are available free of charge in
English on
pictet.com/assetmanagement or in
paper copy at the management
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company of the fund or at the office
of the fund local agent, distributor
or centralizing agent if any.

The KID is also available in the local
language of each country where the
compartment is registered. The
prospectus, the PCD  when
applicable and the annual and semi-
annual reports may also be available
in other languages, please refer to
the website for other available
languages. Only the latest version of
these documents may be relied
upon as the basis for investment
decisions.

For Luxembourg domiciled funds:

The management company is Pictet
Asset Management (Europe) S.A,, a
company authorized and regulated
by the Luxembourg regulator
"Commission de Surveillance du
Secteur Financier”, and domiciled at
6B, rue du Fort Niedergruenewald,
L-2226 Luxembourg.

For Luxembourg domiciled funds,
the summary of investor rights (in

English and in the different
languages of the website) s
available here and at

pictet.com/assetmanagement under
the heading "Resources", at the
bottom of the page.

This private offering begins on
[initial date of the offer] and is
subject to the provisions of General
Regulation no. 336 of the
Superintendencia de Valores y
Seguros (SVS - the Chilean
securities and insurance regulator),
now the Comisién para el Mercado
Financiero (CMF - Financial Market
Commission). This offering relates
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to securities not registered in the
securities register or in the register
of foreign securities kept by the
Financial Market Commission, and
such securities are therefore not
subject to its supervision; as they
are unregistered securities, there is
no obligation on the part of the
issuer to provide public information
in Chile regarding the securities
covered by this offering; these
securities may not be the object of a
public offering until they are
registered in the corresponding
securities register.

The list of countries where the fund
is registered can be obtained at all
times from the management
company, which may decide to
terminate the arrangements made
for the marketing of the fund or
compartments of the fund in any
given country.

Any investment guidelines
presented are internal guidelines
which are subject to change at any
time and without any notice within
the limits of the fund's prospectus or
Private Placement Memorandum.

The mentioned financial
instruments are  provided for
illustrative purposes only and shall
not be considered as a direct

offering, investment
recommendation or investment
advice. Reference to a specific

security is not a recommendation to
buy or sell that security.

Past performance is not a guarantee
or a reliable indicator of future
performance. Performance data
does not include the commissions
and fees charged at the time of
subscribing for or redeeming shares.

PICTET ASSET MANAGEMENT

This document is not in scope for
any MiFID [lI/MiFIR requirements
specifically related to investment
research.

As part of its sustainable investing
efforts, Pictet Asset Management
(“Pictet”) utilises the SDG logos,
icons and colour wheel as
illustrations to advance the firm's
sustainable targets and goals. The
SDG logos, icons and colour wheel
are and remain the intellectual
property of the United Nations. The
United Nations is in no way affiliated
with Pictet. This material contains
certain artistic or designed elements
for which copyrighted materials
shall be used for illustrative
purposes only. The content of this
publication has not been approved
by the United Nations and does not
reflect the views of the United
Nations or its officials or Member
States and further the United
Nations did not endorse the content
or data behind the SDG logos, icons
and colour wheel. All content and
data have been compiled by Pictet
for the advancement of the goals
and should not be considered as a
direct offering, investment
recommendation or investment
advice. Pictet makes no ownership
claims for the colours, shapes, or
names as shown in the illustrations.
All design rights remain the design
rights of the United Nations. For
more information on United Nations
Sustainable Development Goals
please go to:
https://www.un.org/sustainabledev
elopment.

Copyright 2025 Pictet



THE EVOLUTION OF QUANTITATIVE INVESTING

Carefully choosing stock selection approach

Neural Networks

GREAT FOR IMAGES, SOUNDS
AND TEXT POOR FOR STOCK
PREDICTIONS

Underperform on financial tabular
data

Poor handling of data irregularities
Computationally expensive to train

Less interpretable (black box)

BEST FOR STOCKS

Gradient Boosted Trees

GREAT PERFORMANCE FOR
TABULAR DATA

Adapted to financial tabular data
Robust to missing and noisy data
Computationally efficient

Interpretable (Crystal box)

PICTET ASSET MANAGEMENT

GPT & LLMs

BUILT FOR TEXT NOT FOR
FINANCIAL TABLES

Output non controllable
Risk of hallucination on numbers
Worse than traditional methods

Less interpretable (black box)

Boosted Trees delivers: Stability, Accuracy, Interpretability
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THE EVOLUTION OF QUANTATIVE INVESTING PICTET ASSET MANAGEMENT

ML and Al is superior in harvesting local market inefficiency

v" Harvesting local inefficiencies

» Hidden in short lived effects efficiently exploiting

. . . .. Local
interactions and non linearities

inefficiencies

» Uncover information where Traditional econometric
models fail by casting opportunities in noise and residuals

> Al necessary to extract useful Information

v predicting the long wave of the Market Cycle

Market
cycle

» Equally Captured by Al or Traditional models

» No consistent superiority from Al

» Greatest complexity and less transparency with Al
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AI-DRIVEN RETURN PREDICTORS PICTET ASSET MANAGEMENT

AJ, the foundation for next gen quant approaches

Traditional approach Quant 2.0 with Al

Hundreds of diversified raw

Few curated signals features

Total return Idiosyncratic return

Low-Medium frequency Higher frequency

Linear models Non-linear models

Source: Pictet Asset Management, as of 30.09.2024.
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Al-DRIVEN RETURN PREDICTORS PICTET ASSET MANAGEMENT
Features engineered from a wide range of data

Features groups

TYPE ILLUSTRATION NUMBER OF FEATURES
Cash / Debt, R&D intensity, CAPEX, shareholder yield, inventory, tax rate,

Fundamentals N . . 71
depreciation, interests coverage, extraordinary items, staff costs

Analysts' sentiments Momentum in the earning predictions, predicted sales growth, number of 130
analysts covering, average price target, disagreement in recommendations

. One week to 5 years Momentum, specific volatility, market capitalization,

Price-based )7, o 69

abnormal volume over the last month, market activity, technical indicators
. Lendable value, short interest, active utilization, variation in short interest

Short interest 10
over the last year

Calendar Time to end of year, time to previous report, time to beginning of month 8

Source: Pictet AM Quest, as of 30.09.2024

Target return

Idiosyncratic one month return = Stock return - Industry return - Country return - Style return
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THE EVOLUTION OF QUANTATIVE INVESTING PICTET ASSET MANAGEMENT

Using machine learning to forecast stock returns

@j ‘ PHASE 1 - Data PHASE 2 - Model PHASE 3 - Model
[<>])

preparation = training == predictions

Model is retrained every quarter
with last period data

Source: Pictet Asset Management, as of 30.04.2025.
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THE EVOLUTION OF QUANTATIVE INVESTING

50,000 boosted decision trees

Is analyst sentiment positive?
v X

Has the stock recently
outperformed its

_ _ ~ bpeers? X

. : = s |

Has the

Is there
dispersionin
analyst views?.x_

||
. Are we in the
Is short interest Has stock

falling? r:z?i':il';g ﬁ volatility been divid'end.be.e;n

| EEE, lod? mcrezi\smg? X v |ncre?smg. %

1 | | 1 I 1 I 1
SIGNIFICANTLY  § \opebEORM NEUTRAL UNDERPERFORM SIGNIFICANTLY

OUTPERFORM UNDERPERFORM

Source: Pictet Asset Management, 2024
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Decision trees enable the model to
capture non-linear relationships
and complex feature interactions.

Boosted decision trees are trained
sequentially. Each successive tree
puts more weight on the previously
most difficult-to-predict
observations.

The final model aggregates the
output of all 50,000 trees,
delivering robust and accurate
predictions.




PICTET ASSET MANAGEMENT
THE EVOLUTION OF QUANTATIVE INVESTING

Computational capacity commensurate with the stakes

Training models requires substantial computing power that combines CPU and GPU resources.

10 pétaFLOPs 15 servers exclusively dedicated to Quest
=10 million of billion operations / sec in our datacenter in Geneva

1200 4 2
T+ B + <

CPU Nvidia L40 Nvidia T4
> GPUs GPUs

= 3200 last generation
laptops

Source: Pictet Asset Management, au 31.07.2025.
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THE EVOLUTION OF QUANTATIVE INVESTING

Added value from IA

PICTET ASSET MANAGEMENT

Efficient processing of a large number of weak signals and interactions among data.

m Available online at www.sciencedirect.com
Tk

KeA] == ScienceDirect

CHINESE ROOTS
GLOBAL IMPACT

The Journal of Finance and Data Science 8 (2022) 86-104
http://www keaipublishing com/en/journals/jfds/

Performance attribution of machine learning methods for stock
returns prediction’f"

Stephane Daul®, Thibault Jaisson, Alexandra Nagy
Picter Asset Management, Acacias 60, 1211 Geneva, Switzerland

Received 15 December 2021; revised 28 February 2022; accepted 5 April 2022
Available online 14 April 2022

Abstract

We analyze the performance of investable portfolios built using predicted stock returns from machine learning methods and
attribute their performance to linear, marginal non-linear and interaction effects. We use a large set of features including price-based,
fundamental-based, and sentiment-based descriptors and use model averaging in the validation procedure to get robust out-of-sample
predictions. We find that the superiority of regression trees and neural networks comes from two points: their strong regularization
mechanism and their capacity to capture interaction effects. The non-linear component of the marginal predictions on the other hand
has no predictive power. Thanks to our methodology, we manage to isolate and study in detail the interaction component. We find
that it has significative long term performance independent from the linear modeling and is stable through time.
© 2022 The Authors. Publishing services by Elsevier B.V. on behalf of Ke Ai Communications Co. Ltd. This is an open access article
under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).

Keywords: Machine learning; Return prediction; Performance attribution; Cross sectional returns; Lasso; Boosted trees; Neural networks
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M Interaction effects
m Price and market activity (fast)
B Analyst sentiment (fast)
m Analyst sentiment (slow)
H Price and market activity (slow)
m Fundamentals

Short interest

Calendar

Attribution de performance

Source : Performance attribution of machine learning methods for stock returns prediction, Stéphane Daul, Thibault Jaisson and Alexandra Nagy, published in the Journal of Finance and Data

Science April 2022. The attribution is based on a simulated portfolio managed relative to the MSCl World Index over the period from January 1, 1993 to March 31, 2023. It is for illustrative

purposes only. Hypothetical performance IS NOT a reliable indicator of future results. Source : Pictet Asset Management.
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https://www.sciencedirect.com/science/article/pii/S2405918822000022

QUEST AI-DRIVEN GLOBAL EQUITIES

Al-driven approach implementable in different strategies

QUEST AI-DRIVEN LONG ONLY

PICTET ASSET MANAGEMENT

QUEST Al LONG/SHORT

Long short market neutral

UCITs

Structure Long only enhanced index
Vehicule UCITs

Launch 31.03.2024
Universe MSCI World

01.04.2025*

Number of positions

c. 400-500

MSCI World

Risk

Up to 2% tracking error

c. 700 (350 long/350 short)

Gross exposure

100%

Up to 10% absolute volatility

Net exposure

100%

Max 500%, usually 400-500%

Beta

1

Max 10%

Factor exposure

In-line with index

0

Sustainability

Article 8 equivalent

Close to neutral**

Investment horizon

Short

Article 6 equivalent

Predominantly short, with some

exposure to medium

Source: Pictet Asset Management, as of 31.07.2025. Characteristics can be open to change. *Strategy launched 31.07.2023. **minimal exposure to factors, countries, regions, industries, sub-
industries.
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PICTET ASSET MANAGEMENT

Appendix
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THE EVOLUTION OF QUANTATIVE INVESTING PICTET ASSET MANAGEMENT

We need to think differently with Al

Traditional quantitative Quant 2.0 with Al
approach When complexity increases,
errors slowly decrease

Errors

Optimum model complexity
that we try to reach when
building a model

When the model is too i When the model is too
simple, there are still : complicated, there are still
too many errors too many errors

ANARRRRAERIARREREEERERERRRERRRRRRRRRRRRR RN

~
7

Model complexity

Source: Reconciling modern machine learning practice and the bias-variance trade-off, Mickhail Belkin, Daniel Hsu, Siyuan Ma, and Soumik Manda, September 2019.
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THE EVOLUTION OF QUANTATIVE INVESTING

The different types of machine learning

SUPERVISED
LEARNING

UNSUPERVISED
LEARNING

PICTET ASSET MANAGEMENT

REINFORCEMENT
AND DEEP LEARNING

Objective

Data &
Algorithm

Application
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Predictive model
based on labelled

input / output data
20

Regressions

Decision Trees

Spam filter or stock
predictions

Grouping data only
on unlabelled
input sets

Sets

Streaming
recommendations

i
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The model
learns from
feedback

o

Neural Networks

Learning to play
chess, GO, GPT



THE EVOLUTION OF QUANTATIVE INVESTING

Which data?

Traditional

Fundamentals, market data,
calendar effects, analyst
forecasts, short interest, etc.

Alternative

Internet search, consumer
transactions, smart phone
locations, customer reviews,
news flow, social media, etc.

Considerations when choosing data to use

PICTET ASSET MANAGEMENT

PARAMETER TRADITIONAL ALTERNATIVE

Format Structured Unstructured

Length of history Longer Shorter

Company breadth Higher Lower

Economic rational Clear Less clear

History of alpha Evidence over many years Often untested
Predictive power Lower Higher

Cost Cheaper More expensive
Adoption Potentially crowded Less crowded
Providers Consolidated Many but consolidating

Quest Al focuses on traditional data due to its longer history,

wider breadth and strong economic rationale

Source: Pictet Asset Management. For illustrative purpose only.
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THE EVOLUTION OF QUANTITATIVE INVESTING

Case study

L,

Classic factors suggest an unfavorable future
performance:

« Negative momentum
e High valuation

« Significant debt

« Low profitability

However, our model anticipates a positive idiosyncratic
return. This forecast is mainly driven by analysts' views
on the company and its recent price movement.

At the end of January 2025, we were overweight this
security by +65 basis points relative to the benchmark.

We locally profited from this.

Source: Pictet Asset Management, 2024
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VOLATILITY
VALUE
GROWTH
LEVERAGE
DIVIDEND YIELD
EARNINGS YIELD
PROFITABILITY

MT MOMENTUM

-0,5

Calendar
Analyst forecasts
Price reversal
Short positions
Market data

Technicals

PICTET ASSET MANAGEMENT

Classic factors

]
|
]
]
|
|
[ |
]
-0,3 -0,1 0,1 0,3 0,5 0,7

Breakdown of predictions

Fundamentals Il

Analysts review Tl
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