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Source the 
Recipe 

Prepare & 
mix the 

ingredients 

Cook! 

Keep fresh! 

Master Chef Challenge 
There are a number of stages to building a quantitively derived portfolio 

Challenges 
at every 

stage 
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Challenge 1 : Finding a recipe 
Delving into the past for inspiration 

The opportunity in every threat 
Polarisation of fortunes continues to be evident in the UK in 2020  

1960s 1970s 

Markowitz 
Arbitrage 

Pricing Theory 

1980s 1990s 

Fama & French 

2000s 2010s 

Computer Science, Data Science and 
significant  Quant product launches The evolution  

of “modern 
portfolio theory” 



Challenge 2 : Preparing and 
combining the ingredients? 

The impact of good combinations 
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Challenge 3 : How much style 
factor intensity? 

Index Value Quality

Momentum Size Low Volatility

Index Relative Factor Investing 

Value Quality Momentum

Low Volatility Size

•Market-Cap weighted tracker 

•Index matching 

 

Index

•Factor tilts on Market-Cap weights 

•Enhancing index return 

 

•Factors make the weights 

•Improving total return and risk 

 

Total Return Factor Investing Market Cap Index Factor Investing 

Source: Aberdeen Standard Investments  



Challenge 4 : ‘keeping it fresh’ 

• When new information becomes available and portfolios 
need to be refreshed 

• Prices change 

• Valuations change 

• Factor exposures change! 

• New ingredients and techniques become available 

• Correlations change  

• But Causality rarely changes 

The market never sleeps Relationships change 

Investors have paid a price for diversifying across 
equity markets 

Source: Aberdeen Standard Investment and FactSet 
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Reasons to be optimistic 

The Value factor might look like this but it also looks like this 

Source: Aberdeen Standard Investments 



• Pick a good clear Recipe 

• Choose fine ingredients  and mix well 

• Correlation and causation 

• Adhere to the steps in the recipe 

• Season to taste 

• Exercise patience  

• Don’t over-indulge 

• Enjoy 

Conclusion 

https://pinchofyum.com/pasta-salad


For professional clients only –  
Not for public distribution 
Past performance is not a guide to future results. The value of investments, and the income 
from them, can go down as well as up and clients may get back less than the amount invested.  

The views expressed in this presentation should not be construed as advice or an 
investment recommendation on how to construct a portfolio or whether to buy, retain 
or sell a particular investment. The information contained in the presentation is for 
exclusive use by professional customers/eligible counterparties (ECPs) and not the 
general public. The information is being given only to those persons who have received 
this document directly from Aberdeen Asset Managers Limited or Standard Life 
Investments Limited (together “Aberdeen Standard Investments”) and must not be 
acted or relied upon by persons receiving a copy of this document other than directly 
from Aberdeen Standard Investments. No part of this document may be copied or 
duplicated in any form or by any means or redistributed without the written consent of 
Aberdeen Standard Investments. 

The information contained herein including any expressions of opinion or forecast 
have been obtained from or is based upon sources believed by us to be reliable but is 
not guaranteed as to the accuracy or completeness. 

Any data contained herein which is attributed to a third party ("Third Party Data") is the 
property of (a) third party supplier(s) (the “Owner”) and is licensed for use by Standard 

Life Aberdeen*. Third Party Data may not be copied or distributed. Third Party Data is 
provided “as is” and is not warranted to be accurate, complete or timely. To the extent 
permitted by applicable law, none of the Owner, Standard Life Aberdeen* or any other 
third party (including any third party involved in providing and/or compiling Third Party 
Data) shall have any liability for Third Party Data or for any use made of Third Party 
Data. Neither the Owner nor any other third party sponsors, endorses or promotes 
the fund or product to which Third Party Data relates.  

• Standard Life Aberdeen means the relevant member of Standard Life Aberdeen 
group, being Standard Life Aberdeen plc together with its subsidiaries, subsidiary 
undertakings and associated companies (whether direct or indirect) from time to 
time.  

Aberdeen Asset Managers Limited, registered in Scotland (SC108419) at 10 Queen’s 
Terrace, Aberdeen, AB10 1XL. Standard Life Investments Limited. Registered in 
Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. Both companies are 
authorised and regulated in the UK by the Financial Conduct Authority. 
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