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• Today’s webinar is scheduled for 60 minutes

• All participants are muted, we welcome questions via the 
Q&A function on your screen

• Audience can use CHAT to share comments and to see what 
others are saying

• This webinar will be recorded and be available to view after 
the presentation concludes

• At the end of the webinar, please take a moment to complete 
the short survey. Your feedback is valuable to us.
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The investment conundrum

Pandemic risk



Risk Management

Banking

Insurance

Payment systems

Asset Management

Financial Services



Profitability

Banking

Insurance

Payment systems

Asset Management

Financial Services

?
Uberization

Amazonification

Googlification



Data Compression 1950 style
Portfolios are represented by two numbers
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Modern vs. Post-Modern

Equal weights

Risk Parity

Minimum Variance



AI in Portfolio Management
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Choice of Methodology 

(2013 style)

• During Market Crises: 
• Minimum Variance

• During normal markets: 
• 1/N



AI  in Portfolio Management
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you say machine learning; I say overfitting

Machine learning is a trade-off 

between a model I can understand 

and another which may have better coefficients

Yes, overfitting is a big problem, 

but it is useful for fraud management



Empirical Analysis in Portfolio Management
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Choice of Methodology 

(2020 style)

• Define Market conditions
• Let the machine learn 

• The Machine Rules: 
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Machines learn from humans



Post-modern Portfolio Theory
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Agnosticism Social Science
Negationism
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Machines fail just like humans



2014: The Calpers Syndrome

• In 2014, the California Public Employees 

Retirement System stunned the investment 

world with the announcement that they 

were exiting their multi-billion dollar hedge 

fund portfolios

• While the fund had numerous problems, 

fees paid to hedge funds was announced to 

be one reason.

The biggest threat to the Asset Management Industry
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The Talk on FeesProfitability is at risk



Optimal Fees

• The Fund manager will build a portfolio to optimize its own utility: the fee 

income

• The investor can -indirectly- select the fee it pays by choosing to 

participate in the fund or not

• The rational investor will aim for a fee that will optimize its own utility: the 

return after fees
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Fee Innovation
Fund managers are offering 

performance protection 

in cash….

…no management fees…

… in exchange for higher 

performance fees.



Negative fees?

Investor Manager

Invested

amount 2000 200

Gross 

investment 

gains
-160

Guarantee 0 -160

Performance 

fee 0 0

Total gains 0 -160

Profitability 0% -80%

Investor Manager

Invested

amount 2000 200

Gross 

investment 

gains
100

Guarantee 0 0

Performance 

fee -50 50

Total gains 50 50

Profitability 2.5% 25%



Post-modern banking
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Step 1: 

Registered customer 

goes to 

check-out counter 

at Supermarket

Step 2: 

Customer requests

a loan up to $300 at

time of check-out

Step 3: 

Supermarket sends Bank

customer profile

Step 4: 

Within 5 seconds

Bank responds with a

yes/no

answer

Step 5: 

Supermarket 

provides

customer with loan



Big data - Big Risk
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Customer Database

Not Bank-owned

Unstructured Data
Machine Friendly

Human un-friendly

Subject to manipulation

Dynamic database:

updates in real time
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AI at work

Deep

Learning

Algorithms

Hardware Data
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Scotiabank and Deep Learning
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Collections: End-to-end solutions

Introduces user-specific considerations

in a deep learning environment



Investing in the time of Populism
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Portfolios that sell



Data

Traditional data sources are being 
replaced by unstructured data sources

• Facebook, twitter, news outlets…

• Sensors

• Cloud-resident data
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Database

Numbers

WordsAlgorithms will have to adapt
Video

Image



Application: AI-ESG

• Construct ESG scores using web-resident, text data sources

- Company document centres

- Sentiment analysis sourced in real time

- News sources
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Regulation
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Event Regulation

1929 Crash Securities ACT (1933)

Enron SOX (2002)

2008 Dodd-Frank (2010)

? Data Regulation?

COVID-19 ?



The new financial players
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Epoch Driver

1970’s Private banking/Hedge Funds

1990 Derivatives/Prop desks

2000 Pensions/Asset owners

2020 Family Offices



The end
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Thanks
谢谢


