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Managing Risk & Exposure in a 
Market Neutral Portfolio 
Leveraging the Power of MSCI Factors  
through the EDS Analytics Platform 

 	
	

“MSCI	Factor	content,	now	available	through	the	
EDS	Analytics	Platform,	can	transform	time-
consuming	tasks	into	readily	available	

actionable	insights”	
	

John	Regino,	MSCI	Executive	Director	
	
	

Is Your Fund Really Market Neutral? 
 

 

 

 

Challenge 

• In	 today’s	 competitive	 financial	 markets,	
managing	a	market-neutral	fund	is	much	more	
than	 pairing	 longs	 and	 shorts.	 It	 requires	
extensive	&	precise	understanding,	monitoring	
and	adjusting,	 if	 necessary,	 how	much	of	 your	
risk	 and	 return	 is	 based	 on	 asset	 selection	
versus	 systematic	 market	 drivers,	 such	 as	
momentum,	 quality,	 growth	 and	 other	 factors	
imbedded	 in	 the	 market.	 Solving	 these	

challenges	 today	 often	 takes	 dedicated	
personnel,	 understanding	 of	 quantitative	
process	 techniques,	 as	 well	 as	 quite	 a	 bit	 of	
time	 to	 customize	a	workflow	for	 each	unique	
situation,	fund	or	individual	user	preference.	In	
many	cases,	 it	 is	still	very	difficult	 to	 integrate	
into	 the	 investment	process	or	 it	 is	 not	 timely	
enough.	The	result	of	this	challenge	has	been	
a	 lack	 of	 adoption	 among	 fundamental	
funds.	 We’ve	 seen	 increasing	 demand	 for	 an	
intuitive	 solution,	 configurable	 to	 each	 fund,	
that	 allows	 any	 team	 member	 to	 quickly	
identify	 any	 factor-based	 anomaly,	 over	 any	
time-frame,	and	in	real-time,	with	the	ability	to	
make	recommended	changes	instantly	to	create	
“what-if”	 scenarios	 to	 test	 ideas	 and	 trial	
adjustments.		
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The	Power	of	MSCI	Factor	Content	

MSCI	 has	 been	 at	 the	 forefront	 of	 driving	 factor	
innovation	for	more	than	four	decades,	beginning	with	
Barra,	which	established	a	common	language	to	explain	
risk	 and	 return	 through	 the	 lens	 of	 factors.	 MSCI’s	
market	 leading	 factor	 content	 offers	 valuable	 insight	
into	 fund	 exposures,	 providing	 investment	 managers	
with	the	framework	to	identify,	analyze	and	implement	
factors	throughout	the	investment	process.	MSCI‘s	rich	
factor	 hierarchy	 is	 built	 from	 the	 ground-up	 from	
aggregated	 fundamental	 and	 technical	 data	 and	 based	
on	 extensive	 research	 that	 has	 been	 back-tested	 for	
relevance	 across	 markets	 and	 investment	 strategies.	
MSCI	 factor	 content,	 leveraged	 through	 third	 party	
platforms,	 powers	 configurable	 dashboards	 to	 help	
clients	 understand	 the	 impact	 of	 adding	 a	 new	 stock,	
sector	or	exposure	to	a	specific	portfolio.		

The	EDS	Platform	

Originally	 built	 inside	 of	 leading	 funds,	 EDS	is	 a	
decision-support	 and	 analytics	 platform	 that	
optimizes	the	 intelligence	 you	 create	 &	 access	
when	making	 investment	 decisions.	 	 Accessing	 factor	
content	 through	 the	 EDS	 platform	 helps	 investment	
teams	construct	optimal	portfolios	and	provides	clients	
with	the	ability	to	manage,	monitor	and	understand	the	
risk	and	factor	exposures	of	their	market-neutral	global	
long-short-equity	strategy.	

	

	

	

	

	

	

Use	Case	for	MSCI	Content	Through	the	EDS	
Analytics	Platform	

Accessing	 MSCI	 factor	 content	 through	 the	 EDS	
platform	equips	 clients	with	 the	 insight	 to	understand	
the	 sources	 of	 risk	 and	 return	 in	 their	 portfolios	 and	
strategies.			
	
	A	 leading	 fundamental	hedge	 fund	with	over	10	years	
in	 the	 market	 running	 a	 multi-billion-dollar	 AUM	
business	 through	 global	 long-short	 equity	 strategies	
accesses	MSCI	factor	content	through	the	EDS	platform	
to	 leverage	 the	 power	 of	 MSCI’s	 Multi-Asset	 Class	
Factor	 Models	 for	 additional	 insights	 into	 their	
portfolio.	 The	 advantages	 of	 accessing	 MSCI	 Factor	
content	 through	 the	 EDS	 platform	 transformed	
time-consuming	 tasks	 into	 readily	 available	
actionable	 insights	 and	 offered	 this	 market-neutral	
client	 the	 ability	 to	better	understand	 their	 sources	of	
risk	 and	 return	 in	 a	way	 that	 is	 seamlessly	 integrated	
into	 their	 investment	 process	 and	 enabled	 them	 to	
generate	more	insights.		
	
For	a	comprehensive	review	of	your	investment	
process	infrastructure,	please	contact:	
sales@equitydatascience.com	

For	questions	regarding	MSCI	factor-related	content,	
please	contact	clientservice@msci.com	

	

	

	

	

	

	

	

Features:	Optimization,	Simulation,	Asset	Selection	vs	Common	Factors,		Over	Any	Time	Period	


