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9:00  Welcome and Introductions 
9:15 Northfield Today 
 Dan diBartolomeo – Founder and President 
 Over the past 30 years Northfield have built a reputation as a market leader in risk management and portfolio construction. However, during that 

time the range of services Northfield provides has grown to encompass offerings for virtually the entire asset management industry. Listen to 
Northfield’s founder and president Dan diBartolomeo explain how that process has happened, and where we are today. 

• Portfolio managers can identify, measure and control risk for both absolute and relative return strategies. Our models cover all traded 
securities and illiquid assets globally.  

• Plan sponsors and asset owners of all types can monitor total portfolio risk and conduct "what if" scenario analysis by hosting our 
enterprise wide risk system or receive risk reporting only via our hosted consulting service or from one of our preferred partners.  

• Private wealth advisors and managers may use our asset allocation/location and tax optimization analytical tools at the enterprise level or 
single portfolio level to trade off risk, return and taxes for their taxable clients.  

• Bank and Insurance company portfolio managers may use our enterprise wide risk management system to monitor and control risk across 
all asset classes globally including illiquid alternative assets. 

 

9:45 Big Data: A Cautionary Comment 
As the availability of data on all manner of things has exploded in recent years, the investment industry has quickly embraced the concept 
of “big data” as the next way in which professional investment managers will gain advantage both over their peers, and over purportedly 
less sophisticated investors.  Certainly, there have been some investment entities (e.g. the Renaissance organization) that have achieved 
great success by purportedly recognizing patterns in the flow of events within, and exogenous to financial markets.  Simple logic would 
suggest that the greater the scope of data available to analyze, the greater the number of useful patterns that might be discovered.  On the 
other hand, many organizations that have based strategies on the big data concept have dramatically underperformed expectations.    This 
presentation will focus on the extent to which analytical validation procedures commonly used in the asset management industry are 
inadequate for big data applications resulting in large numbers of false positive test outcomes, and suggesting numerous avenues for 
improvement. 
 

10:30  AI, Machine Learning and Driverless Cars 
 Fred Almeida – Ascent Robotics 
  
11:15 BREAK 
 
11:30 Management Systems That Read® Redux 

In September Northfield introduced the first commercially available factor risk models that incorporate computerized analysis of news text 
directly into volatility risk forecasts for individual stocks, corporate bonds, industry groups and ETFs based on market indices.    We 
believe this is the most significant innovation in factor risk models in more than three decades.   Each day the content of thousands of news 
articles is now part of the input for the full range of “near horizon” models available from Northfield.   The line of research that led to this 
innovation stretches back to 1997 and includes two published papers by Northfield staff, diBartolomeo and Warrick (2005) and 
diBartolomeo, Mitra, Mitra (2009).   In this presentation, we will cover the text analytics that are now part of model inputs and the 
framework of how the text analysis is used to condition our factor models for both equities and corporate bonds.  The latter half of the 
presentation will focus on this model enhancement will contribute to improved portfolio returns by providing a positive definition of 
security specific risk, as opposed to merely being the dispersion of the residuals of the factor modeling.  To the extent that security specific 
risk is widely used to represent the opportunity set for active management to add value, improved assessment of security specific risk 
should add effectiveness to quantitative strategies.  

 
12:15  LUNCH 

 



 
13:30 Closed Form Methods to Address Higher Moments without Monte Carlo 

In this presentation, we will present a new way of analyzing the higher moments of asset return distributions without the use of simulation 
methods.  Many risk systems for financial intermediaries such as commercial banks concern themselves with the current moment solvency 
of a financial entity rather than the uncertainty of future returns.  In this context “risk” is the standard error of the total value of assets on 
the entity balance sheet.  Such systems rely on either historical or Monte Carlo simulations in which the assets are “repriced” by state 
dependent price estimates which are able to fully capture the fact that price distributions of some financial instruments may exhibit skew or 
kurtosis (e.g. derivatives, risky bonds).   However, the disadvantages of such systems are substantial.  Compared to factor models, they are 
very computationally intensive and provide no information about the likely evolution of future returns (which is of greater importance in 
most investment applications).   To provide a more efficient construct, Northfield risk reports and optimization will soon capture the higher 
moments of asset price or distributions via three distinct closed form approximations.  The first is a proprietary measure of portfolio 
diversification which addresses the degree that higher moments are or are not relevant in a given portfolio.   The second technique is based 
on the method of Cornish and Fisher (1938) which allows estimation of skew and kurtosis of a return distribution based on only two 
“repricing” computations rather than hundreds or thousands.  The final part of the technique uses the closed form calculation for a mixture 
of multiple normal distributions to approximately represent certain events such as potential bond defaults.   

   
14:15 Communicating with impact: Illustrating (semi)active returns, risks and manager value add 

Matthew Van der Weider, Vice President Portfolio and Quantitative Analytics Asia Pacific at FactSet 
Research Systems 
In the current market environment expected returns are historically low, and while it’s true that every basis point matters there seems to be a shift 
away from focusing primarily on returns to purely looking at cost. In his presentation Matthew will argue that regardless of which side of the active - 
passive spectrum you are on, what is important is to communicate the value add that you are delivering to your clients. Essentially when taking on 
risk to produce above benchmark returns, this should be part of the performance and risk decomposition showing that risk and returns are aligned 
and clients are paying for skill not luck. Matthew will show by means of practical examples how one can communicate the value add making it easier 
to justify (semi)active fees. 

  
15:00 Afternoon Tea 
 
15:45 Risk, Uncertainty and Time Horizon: What Most Risk Models Get Wrong 

Providers of risk systems often gloss over the most important attribute of any investment risk estimate.   It is obvious that all risk of 
investment performance is in the future.  If so, how far in the future: a day, a month, or a century?  As we move from the intraday horizons 
of trading operations to the multiple-decade actuarial horizons of a sovereign wealth fund, the nature of the estimation problem changes 
profoundly, a fact which risk system providers often prefer to obscure in an effort to present their commercial offerings as “one size fits 
all.” In this presentation, we will address several common errors in the modeling process that can greatly impact the validity of risk 
forecasts. Among these is the failure to distinguish between statistical risk (i.e. a known distribution) and “Knightian uncertainty” 
(uncertain distribution subject to change). A second error is the assumed shape of factor and asset return distribution in terms of “fat 
tails” over shorter horizons.   Another frequently observed mistake is to include too many factors in the model than the available data can 
support in an effort to make risk decomposition reports more granular.  Finally, the most common problem is the obvious mathematical 
error of using a relatively short estimation sample period in order to make a model “more responsive” to changes in volatility 
levels, while annualizing those same time-varying risk assessments under mathematical assumptions that are valid only if volatility is 
constant. 

  
16:30 Closing Remarks 
 A wrap-up discussion with final questions and answers on any of the sessions. 
 

If you have any questions or require additional information please contact our office in Tokyo at +81 (0)3 
5403 4655.  Please register online at http://www.northinfo.com/events.php or RSVP by email to 
events@northinfo.com. We look forward to seeing you! 

Name ________________________________________________________________ 

Firm ________________________________________________________________ 

Email address _________________________________________________________ 

Telephone _________________________________________________________ 

 

 Do you or any of your guests have any special dietary concerns that we should be aware of? 
________________________________________________________________________
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