MSFT: Moderate Systematic Exposure with Strong Residual Alpha; Outperforming IGV. %%%RiskModels

MSFT — MSFT - Subsector Benchmark: IGV - As of: 2026-04-16

MSFT MSFT delivered +9.2% total return over the past year, underperforming SPY by 22.8pp, driven largely by systematic factor exposure (49% of risk).
MSFT - 2026-04-16 Idiosyncratic alpha contributed +50.7% ann. residual ER but ranks strong on a risk-adjusted basis among IGV peers.
IDENTITY
Market Cap $3.1T
Sector ETF XK |. Cumulative Returns
Subsector ETF IGV  MSFT (+9.2% net): factor bridge reconciles systematic exposure (+7.7%) and idiosyncratic alpha (+1.5%) via geometric attribution.
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RISK DECOMPOSITION — L3 Explained Risk
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Sector explained risk (XLK) — +4.7%
Subsector explained risk (IGV) — +9.1% 1%
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Gold 1. L3 Residual Alpha Quality lll. Factor Decomposition & Peer Analytics
Bitcoin +0.35 MSFT generated +50.7% annualized L3 residual return at 17.6% residual volatility — MSFT's 24.7% vol splits 49% systematic / 51% idiosyncratic.
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The provided excerpt from Item 1 (Business) contains only section headers and page
. No ive business iption, product or service information, geographic 70%
revenue breakdown, or customer concentration details are included in the excerpt provided. " @ SAP @ ORCL |
The full 10-K filing would typically contain detailed descriptions of Microsoft's business g\o, ORCL ‘.“ T B 0.05 - 077 - 0.62
segments (Productivity and Business Processes, Intelligent Cloud, and More Personal ®  60% Mkt Cap
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HOW TO READ THIS REPORT 2 <
1. Cumulative returns + factor bridge. Waterfall bars decompose gross into § C
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1. Peer alpha quality scatter. Y = idiosyncratic variance share; X = residual vol. Upper-left = best 51 -z
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METHODOLOGY — Hierarchical regression (ERM3) - .
L1 — Market — stock vs SPY; market beta. 20% LT UBER -1 (4030 - 0.06 -n- 0.23

L2 — Sector — L1 residual vs GICS sector ETF. s
L3 — Subsector — L2 residual vs subsector ETF; finest systematic sleeve. g .4
ER — Explained Risk — variance share per factor. 10% e PANW 'I““ 1 u' b M
HR — Hedge Ratio — $ of ETF hedge per $1 stock. - = i i i i i |
RR — Residual Return — return orthogonal to all systematic factors. 0%l 7 0% 13% 26% 40% 53% 66%
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