
PROFILING THE LATEST FINTECH
PORTFOLIO DIAGNOSTICS
Jeremy Schwartz — Global Chief Investment Officer

01/30/2018

On last week’s podcast, my co-host, Wesley Gray of Alpha Architect, and I had the pleasure of interviewing Kendrick
Wakeman, CEO of FinMason, and David Yates, Chief Information Officer at WisdomTree, for a discussion on how the
two firms are collaborating to develop tools for portfolio diagnostics by leveraging each of their strengths and unique
backgrounds. 

 

Wakeman has 30 years of experience in being a “quantamental” portfolio manager who incorporates fundamentals in a
quantitative way—from his days at Lazard Asset Management in a hedge fund unit to Wachovia Securities to one of
largest independent research boutiques. Wakeman started FinMason because he felt the systems he was trying to build
at the major firms never came to fruition in part due to legacy technology platforms and roadblocks with many outdated
tech stacks. 

 

Wakeman described FinMason as being the “Intel Inside” for analytics—he wants to provide investors with any analytics
desired, very flexibly, very quickly and at a very low cost. FinMason does not provide any front-end website or
application building of this data—just the raw computation power and analytics that other firms can leverage. Wakeman
described why firms want to build the front-end user experience themselves but not the raw computations that feed those
applications. 

 

Stress-Testing Portfolios

 

With the market at all-time highs, Wakeman believes perhaps the most important portfolio diagnostic FinMason
provides to financial advisors is stress tests of portfolios during previous market crisis scenarios. Wakeman believes all
investors should know how their current portfolio could have performed during a crash like the 2008 financial crisis.
Wakeman believes advisors who give this type of information to clients can better manage the emotions of those clients
when eventual downturns occur, and this also will help put clients into the appropriate portfolios to match their risk
tolerances. Wakeman did a survey and found only 25% of investors were given such information, and among that group
60% were underestimating what potential losses could be.

 

Building a Front-End Diagnostic Tool

 

David Yates shared his background ahead of joining WisdomTree as Head of Technology. Yates started his career at the
Bank of England (BoE), the central bank for the U.K., where he built technology for economists. His first major project was
a visualizer of models depicting inflation expectations and interest rate expectations in the market. This yield curve
visualizer was used in monetary policy meetings to help the BoE set interest rate policy. From the BoE, Yates went to
India to lead a team building trading technologies for the London Stock Exchange. Then he came to the U.S. to attend
the Massachusetts Institute of Technology, where he earned his MBA; from there, he joined McKinsey doing technology
consulting, primarily for insurance companies and asset managers. 

 

Yates recently partnered with FinMason to build a digital portfolio developer (DPD) for financial professionals that can
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help them look at their portfolios and get suggestions for different optimizations—regarding performance, fees, income
or risk. The engines that FinMason helped Yates and his front-end application developers build can produce a series of
robust analytics in milliseconds. For more on DPD, click here. 

 

Our conversation with Yates and Wakeman also included discussions of:

 

The upgrade cycle of technology that Wakeman expects to be underway over the next 24 months, moving toward
an integrated, all-encompassing way of managing an advisory business

Some competitive threats to asset managers from tech firms such as Google and Amazon 

Where to look for international data in analytics

The tools Alpha Architect provides for understanding how it is also trying to simplify factor exposure across funds
in an easy-to-visualize way

 

A special thanks goes to Yates and Wakeman for coming to our studio for the conversation—to listen to the full podcast,
you can go here.

 

 

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Yield curve  : Graphical Depiction of interest rates on government bonds, with the current yield on the vertical axis and
the years to maturity on the horizontal axis.

Monetary policy  : Actions of a central bank or other regulatory committee that determine the size and rate of growth of
the money supply, which in turn affects interest rates.
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