A.Q.U.A.® Company-Specific Risk Premium
Measuring Multi-Tiered Risk at the Company-Specific Level

S&P 500 Index Stocks
Average Required Rate of Return by Sector
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[A.Q.U.A.® Sector Average Risk Premium
MRisk-Free Rate The gold line indicates the total S&P

500 index required rate of return as a
market-cap weighted average of its
components.
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For Utilities and Telcom, the A.Q.U.A.®-
calculated risk premium corresponds with
the market’s view that many of these
dividend-paying stocks are less risky.
Conversely, Energy and Financial Services
are shown to be more risky, leading to a
higher required rate of return.
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. The chart above illustrates different sectors’ required rates of return based on the sectors’ underlying stocks.
- Sector Required Rates of Return are determined by:
— 1) Opportunity cost of investing in a risky vs. risk-free asset (10-Year U.S. Treasury Note Yield), and

—  2) Market-weighted average company-specific risk premiums.
Data from company SEC Filings; WHM Capital Advisors Analysis.
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