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Presentation for Pitzer Student Investment Committee 



1. Basics of Quant Investing 
2. The Quant Crisis of 2007 (from my new 

book The Crisis of Crowding) 
3. Quant Investing in the Future 
4. Career Lessons and Career Advice 

Presentation for Pitzer Student Investment Committee 2 



 The standard in QEPM. 
 Available on Amazon. 

 
 
 

 



 New dazzling book on the 
financial crisis: 

The Crisis of 
Crowding 

 Available for Pre-Order on 
Amazon. 
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A. Qualitative vs. Quantitative 
  
 Definitions: 
 
 Qualitative:  Portfolio managers focus on intangibles and 

generally do not use computers, mathematics, or statistics to 
differentiate between the “good” and the “bad” stocks.  

 
 Quantitative:  Portfolio managers use mathematics, statistics 

to model and forecast security returns.  Quantifiable data is 
used in these models, such as macroeconomic data, 
fundamental stock data, etc. These models are run through 
computer programs to identify the “good” and “bad” stocks.  
Information is filtered mathematically rather than intuitively.   
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A. Qualitative vs. Quantitative 
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B. Profit from Anomalies, Behavioral Biases, and 
Institutional Constraints 
 

1.  Value Premium 
2.  Small-Cap Premium 
3.  January Effect 
4.  Earnings Surprise Premium 
5.  Neglected Firm Effect 
6.  Index Inclusion Effects 
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B. Profit from Anomalies, Behavioral Biases, and 
Institutional Constraints 
 

1.  Ambiguity Aversion (restaurants, etc) 
2.  Confirmation Bias 
3.  Disposition Effect 
4.  Illusion of  Knowledge 
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C. Basic Models 
 

 Steps in Forming a Model and Making a Portfolio 
 
 1. Choose factors 
 2. Choose the data 
 3. Determine factor exposures 
 4. Determine factor premia 
 5. Determine expected Return and Risk 
 6. Forecast 
 7. Weight the portfolio 
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C. Basic Models 
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A. What was it? 
 

• In one week, quant factors move erratically. 
 

• Many quant funds are leveraged and lose lots 
 

• Margin calls force them to liquidate causing 
further losses – crowds at door at same time 
 

• Many quant hedge funds failed 
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A. What was it? 
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A. What was it? 
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A. What was it? 
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A. Ideas 
 

• Models that measure the crowdedness of  the 
space 

• More unique factor models 
• Risk measures that consider the holders of  

securities 
• Solid Counterparty provisions for severe 

situations 
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A. Introduction 
 

• Do what you love. 
 

• Be the first at work and the last to leave. 
 

• Work with people that care about results 
not BS. 
 

• Remember it’s always uncertain and you 
may change roads several times. 
 

• For being a quant, study lots of  
mathematics, finance, and statistics.   
 

• Never stop learning, never stop working.  
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B. A Sample Road of  the Good, the Bad, and Ugly 
 

1.  Rock star? 
2.  Ph.D. or not? 
3.  Fischer Black and Goldman 
4.  Schroders  
5.  The Almost Bear Stearns job 
6.  The Almost Goldman job 
7.  The BIS 
8.  My own company 
9.  Rydex 
10.  The Almost n Others 
11.  Consulting for Hedge Funds 
12.  Teaching and Research 
13.  The Future??? 
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• Good Guys 
• Pixar 
• Planet Hollywood 
• ILOG 
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E. And remember to buy my new book (you can order 

now on Amazon) and let everyone else know on 
Facebook etc.  
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