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What is Intech? 



A leader in quantitative equity investing 

As of September 2019 

Intech® by the numbers 

30+ 
Year investing 

heritage 

$46 
Billion in assets 

under 

management 

188 
Institutional clients 

in five continents 

10+ 
Year average 

account tenure 

#6 
Largest global 

equity quantitative 

manager 

#5 
Largest US Equity 

quantitative 

manager 

Asset distribution by client domicile 

North America 
$23.2 B 

Europe 
$6.2 B 

Africa 
0.4 B 

Asia 
(ex Japan) 

$3.3 B 

Japan 
$9.3 B 

Australia 
$3.3 B 



The importance of 
avoiding losses 



As an investment 

decreases in value, 

the gain needed to 

get back to even 

increases 

substantially. 

Severe market 

drawdowns are 

difficult to predict 

and may require 

years to recover 

from. 

Portfolio volatility: the importance of limiting losses 

Drawdown 

Break-Even Return 

46% 

86% 

Recovery Time 

3.4 years 

Drawdown 

Break-Even Return 

54% 

116% 

Recovery Time 

4.3 years 

? 
Tech Bubble Global Financial Crisis 2019 

March 

2000 

January 

2006 

October 

2007 

April 

2013 
Years to Recoup Investment Losses 

Annualised 
Return 

Magnitude of Loss 

10% 25% 50% 

2% 5 15 35 

4% 3 7 18 

6% 2 5 12 

8% 1 4 9 

10% 1 3 7 

Drawdown and recovery time reflects MSCI World Index monthly returns. Does not represent the returns of any particular investment. 
Data reflects past performance and is no guarantee of future results. 



Portfolio volatility: why do we care about drawdowns? 

Drawdown reflects MSCI World Index daily returns within each calendar year shown. Does not represent the returns of any particular investment. 
Data reflects past performance and is no guarantee of future results. 

MSCI World Index 

Year  
Maximum 
Drawdown 

Return Needed 
to Break-Even 

2001 -31.3% 45.6% 

2002 -31.4% 45.8% 

2003 -14.3% 16.7% 

2004 -7.7% 8.3% 

2005 -6.1% 6.5% 

2006 -11.3% 12.7% 

2007 -10.9% 12.2% 

2008 -52.3% 109.6% 

2009 -27.7% 38.3% 

2010 -16.6% 19.9% 

2011 -22.8% 29.5% 

2012 -12.5% 14.3% 

2013 -7.8% 8.5% 

2014 -9.3% 10.3% 

2015 -14.1% 16.4% 

2016 -11.7% 13.3% 

2017 -2.0% 2.0% 

2018 -17.9% 21.8% 

Avoiding the drawdown of the  

left-hand tail has the potential to 

increase long-term performance 

Large equity drawdowns 

are NOT infrequent. 



How to do it 



Pros 

Seeking to lock in your gains: 

Equity market uncertainty 

Restricted choices on alternative 

allocations 

Manage exposure towards an approaching 

valuation date or other risk events 

Cons 

Guarantees are never free 

Rolling a protection strategy requires repeated 

payment to maintain derivative exposure 

Precision and complexity are expensive 

Using derivatives for protection is like buying fire insurance for your home 

For illustrative purposes only 

Pay premium 

Buy unlimited 
fire insurance 

Put 
options 

Buy a 
straight put  

Pay premium, receive 
full reimbursement after 

any excess 

Pay premium 

Buy limited 
fire insurance 

Put 
spreads 

Buy a put & sell a  
less expensive put 

Pay premium, receive 
limited reimbursement 

after any excess 

Pay nothing 

“Free” unlimited 
fire insurance 

Collars 

Buy a put &  
sell a call 

No premium, full 
reimbursement after excess 

but insurance company shares 
in increase in house value 



But volatility is volatile! 

1 January 1988 – 31 March 2019 

Rolling 36-month standard deviation vs. long-term standard deviation 
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How does volatility correspond to market drawdowns? 

MSCI World Index 

1 July 1992 – 30 June 2018 

Volatility spikes coincide with drawdowns and recoveries. 
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Indexes are unmanaged and investors cannot invest directly in an index. Results reflect daily data.  

130-Day Rolling Annualised Standard Deviation Drawdowns 

Volatility and drawdowns 



Experiment 1: A simple, rules-based, adaptive strategy 

Experiment 1: using volatility to protect on the downside 

This strategy misses most of the drawdowns and the recoveries… 

01 

If volatility ≤ 13.5%, 

hold the index 

portfolio. 

If volatility > 13.5%, 

sell and switch 

to T-Bills. 

02 

When volatility < 13% 

again, switch back to 

the index. 

03 



Experiment 1: results 

July 1, 1992 – June 30, 2018 

…but it outperforms the index with about half the volatility.  

Hypothetical illustration. Does not represent the returns of any particular investment. Indexes are unmanaged and investors cannot invest directly in an index. Results reflect daily data.  
See Simulations Disclaimer at the end of this presentation for additional information. 
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Is there a better way? 



How to adapt efficiently to the volatility climate? 

Challenge: 

Moving too slowly can create 

substantial active risk that may be 

unacceptable for most investors. 

Moving too quickly is not a 

practical solution when trading costs 

are considered.  

Example: 

Long-only strategy that 

dynamically balances 

return potential and 

volatility reduction. 

Reliable estimates of volatility may allow 
for an efficient adaptation. 

The goal is to measure volatility, not predict it.  



0%

5%

10%

15%

20%

25%

30%

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1997 2000 2003 2006 2009 2012 2015 2018

 S
ta

n
d
a
rd

 D
e
v
ia

tio
n
 3

-Y
e
a
r 

R
e
a
li
s
e
d
 B

e
ta

 

Hypothetical Variable Beta Strategy Realized Beta MSCI ACWI Standard Deviation

Risk Off Risk On Risk Off Risk On 

Experiment 2: beta and volatility 

Rolling 3-year beta for a hypothetical global equity variable beta portfolio vs. a rolling 3-year standard deviation for MSCI All Country World Index. 
Does not represent the performance of any particular investment. 

Objective: outperform the 
equity market with less 

volatility 

Hybrid of active core and 
low volatility equity 

strategies 

Seeks to reduce volatility, 
especially downside risk 

Alpha-engine designed 
to outperform benchmarks 

Beta adapts to increase and decrease systematic risk exposure  

A hypothetical fully-invested variable-beta strategy that adapts to risk regimes 



Volatility reduction in high risk regimes tempers volatility profile 

Rolling 3-year simulated standard deviation vs. MSCI All Country World Index  

1 January 1995 – 31 December 2018 

Does not represent the performance of any particular investment. 
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MSCI ACWI  Hypothetical Variable Beta Strategy

Volatility of MSCI All Country World Index vs. Hypothetical Variable Beta strategy 



Downside protection is invaluable 

Hypothetical Variable Beta Strategy  

MSCI All Country World Index  

1 January 1995 – 31 December 2018 
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Simulated Global All Country Adaptive Volatility MSCI All Country World Index

The power of less severe drawdowns and shorter recovery periods 

Drawdown 

55% loss 
 

50 months 
to recover 

14% loss 
 

11 months 
to recover 

33% loss 
 

25 months 
to recover 

46% loss 
 

39 months 
to recover 



Portfolio resilience 



Building in portfolio resilience 

Harness Volatility 

• We can guarantee volatility is 

here to stay 

• Enhance your portfolio 

resilience by adapting to 

market dynamics 

 

• Informed perspective comes 

from better estimates of 

security volatility 



Any questions? 





Simulations disclaimer 

All simulated performance results have been compiled solely by Intech and have not been independently verified.  Simulations potentially allow investors to understand and evaluate Intech’s 

investment process by seeing how a strategy/product would have performed hypothetically during certain time periods. This material is provided for illustrative purposes only and should not 

be construed as an offer to sell, or the solicitation of offers to buy, or a recommendation for any security.   It has been prepared for, and authorized for internal use by, designated institutional 

and professional investors and their consultants or for such other use as may be authorized by Intech or its affiliates.  This material and/or its contents are current at the time of writing and 

may not be reproduced or distributed in whole or in part, for any purpose, without the express written consent of Intech.  Although the information contained herein has been obtained from 

sources believed to be reliable, its accuracy and completeness cannot be guaranteed. 

Simulated results are hypothetical, not real.  They do not reflect the results or risks associated with actual trading or the actual performance of any account.  Simulated performance results are prepared with the benefit of hindsight and we 

continually attempt to enhance our process. As a result, the simulated results are derived using the most current version of the investment process as of the date shown, and not the process in place during prior periods, typically resulting in more 

favorable results. Simulation results do not reflect material, economic, and market factors that may have impacted Intech’s trading or decision-making in the actual management of a client’s account.  Simulated results should not be considered 

indicative of Intech’s mathematical process, as Intech may not have managed money during some of the periods shown or may not have managed money for the particular strategy/product shown. Intech’s mathematical optimization process was 

applied to historical data to produce the simulations.  Unlike traditional simulations that do involve fundamental estimates, Intech’s do not.  In addition, the proprietary mathematical investment process used by Intech may not achieve the desired 

results. 

Intech’s simulated performance results have inherent limitations, including, among other things:  1) simulated performance results are prepared with the benefit of hindsight; 2) no price-based or volume-based deleted list; 3) no posted list; 4) 

index constituent changes done as a group at the beginning of the month (typically done once or twice a year based on the index changes); 5) simulated trades take place at the closing price (+80 bps for countries in the MSCI Emerging Markets 

Index and +40 bps for developed countries), while Intech actually trades intra-day (historically, Intech's domestic trading costs have been below the 40 bps used in the simulations); and 6) six trading tranches are simulated with the average of 

the six tranches being reported as the result for the period. 

Past performance of simulated data is no guarantee of future results. Therefore, no current or prospective client should assume that future performance will be profitable, or equal to either the simulated performance results shown or any 

corresponding historical index. In particular, simulations do not reflect actual trading in an account, so there is no guarantee that an actual account would have achieved the results shown.  In fact, there may be differences between simulated 

performance results and the actual results subsequently achieved.  In no circumstances should simulated results be regarded as a representation, warranty, or prediction that investors will achieve or are likely to achieve the performance results 

displayed, or that investors will be able to avoid losses.  Investing involves risk, including fluctuation in value, the possible loss of principal and total loss of investment. 

There are numerous other factors related to the markets in general or to the implementation of any specific trading strategy, which cannot be fully accounted for in the preparation of simulated performance results, all of which can adversely affect 

actual trading results. Any clients invested in the strategy/product may have experienced investment results during any relevant periods that were materially different from those portrayed in the simulations.   

The simulated results include the reinvestment of all dividends, interest, and capital gains, but do not reflect the deduction of investment advisory fees unless otherwise noted. Thus, simulated results will be reduced by advisory fees and any other 

expenses such as custodial fees, odd-lot differentials, transfer taxes, foreign exchange transaction fees, wire transfer and electronic fund fees, as well as other fees, taxes, and governmental charges that may be incurred in the management of an 

account, which will materially lower results over time. Where shown, simulated net of fees return reflect the deduction of the maximum advisory fee for the strategy as reflected in Intech’s standard fee schedule. Actual advisory fees may vary 

among clients invested in this strategy, which may be higher or lower than model advisory fees. Some clients may utilize a performance based fee. Fee schedules are available upon request. 

An index is unmanaged, is not available for direct investment, and does not reflect the deduction of management fees or other expenses. 

S&P 500 Dow Jones Indices LLC and/or its affiliates make no express or implied warranties or representations and shall have no liability whatsoever with respect to any S&P data contained herein, if shown. The S&P data has been licensed for use 

by Intech and may not be further redistributed or used as a basis for other indices or any securities or financial products. This report has not been approved, reviewed, or produced by S&P Dow Jones Indices LLC. For more information on any of 

S&P Dow Jones Indices LLC's indices, please visit www.spdji.com.  

Russell Investment Group is the source and owner of the Russell Index data contained or reflected in this material and all trademarks and copyrights related thereto, if shown. The presentation may contain confidential information and 

unauthorized use, disclosures, copying, dissemination or redistribution is strictly prohibited. This is a presentation of Intech. Russell Investment Group is not responsible for the formatting or configuration of this material or for any inaccuracy in 

Intech’s presentation thereof. 

MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein, if shown. The MSCI data may not be further redistributed or used as a basis for other indices 

or any securities or financial products. This report has not been approved, reviewed, or produced by MSCI.  

Data Source:  The Center for Research in Security Prices ("CRSP") Deciles are market value weighted benchmarks of common stock performance provided by the CRSP at the University of Chicago Booth School of Business.  The CRSP universe 

includes common stocks listed on the NYSE, AMEX, and the NASDAQ National Market excluding the following: preferred stocks, unit investment trusts, closed-end funds, real estate investment trusts, Americus Trusts, foreign stocks and American 

Depositary Receipts. 



Disclaimer 

Note to All Readers: For institutional/ sophisticated investors / qualified distributors use only.  Not for public viewing or distribution. 

FOR INFORMATIONAL PURPOSES ONLY. This document does not constitute and should not be construed as investment, legal or tax advice or a recommendation, solicitation or opinion regarding the merits of any 

investments. Nothing in the document shall be deemed to be a direct or indirect provision of investment management services or an offer for securities by Janus Henderson Investors and its subsidiaries (“Janus 

Henderson”) and is not considered specific to any client requirements. Anything non-factual in nature is an opinion of the author(s), and opinions are meant as an illustration of broader themes, are not an indication of 

trading intent, and are subject to change at any time due to changes in market or economic conditions. Janus Henderson is not responsible for any unlawful distribution of this document to any third parties, in whole or in 

part, or for information reconstructed from this document and do not guarantee that the information supplied is accurate, complete, or timely, or make any warranties with regards to the results obtained from its use. It is 

not intended to indicate or imply that current or past results are indicative of future profitability or expectations. As with all investments, there are inherent risks that need to be addressed. 

The distribution of this document or the information contained in it may be restricted by law and may not be used in any jurisdiction or any circumstances in which its use would be unlawful. This presentation is being 

provided on a confidential basis solely for the information of those persons to whom it is given. Should the intermediary wish to pass on this document or the information contained in it to any third party, it is the 

responsibility of the intermediary to investigate the extent to which this is permissible under relevant law, and to comply with all such law. 

This presentation is strictly private and confidential and may not be reproduced or used for any purpose other than evaluation of a potential investment in Janus Capital International Limited’s products or the procurement 

of its services by the recipient of this presentation or provided to any person or entity other than the recipient of this presentation. We may record telephone calls for our mutual protection, to improve customer service 

and for regulatory record keeping purposes.  

Note to Europe Readers: Issued in Europe by Janus Capital International Limited (“JCIL”), authorised and regulated by the U.K. Financial Conduct Authority.  

Past performance is not a guarantee of future results. There is no assurance that the investment process will consistently lead to successful investing. 

Intech Investment Management LLC claims compliance with the Global Investment Performance Standards (GIPS®). A complete list and description of Intech's composites and/or presentations that adheres to GIPS standards is available on 

request.  

Intech Investment Management LLC will act as sub-adviser to Janus Capital International.  

Any portfolio risk management process discussed includes an effort to monitor and manage risk which should not be confused with and does not imply low risk or the ability to control risk. 

The index returns are provided to represent the investment environment existing during the time periods shown. For comparison purposes, the index is fully invested, which includes the reinvestment of dividends and capital gains. The returns for 

the index do not include any transaction costs, management fees or other costs. Composition of each individual portfolio may differ from securities in the corresponding benchmark index. The index is used as a performance benchmark only, as 

Janus does not attempt to replicate an index. Because Janus’ sector weightings are a residual of portfolio construction, significant differences between sector weightings in client portfolios and the index are common. 

Simulated returns provided by Intech are hypothetical and do not reflect the results or risks associated with actual trading. The simulated performance results have inherent limitations, including, among other things: 1) simulated performance 

results are prepared with the benefit of hindsight; 2) all trading done on the last day of the month using end of day pricing- in practice, trading will occur on an intra-month and intra day basis; 3)trading volume will dictate how quickly positions 

will be traded - simulated performance assumes trading could be done in 1 day; 4) performance results do not capture the dividend purification process - this would have an additional impact upon performance; 5) transaction costs were 

incorporated into the model as a turnover restraint. The transactions costs in practice would vary from that in the model; 6) all performance for the fund and the index is based upon holdings derived attribution analysis. 

Simulations have been compiled solely by Intech and have not been independently verified. Simulations were prepared with the benefit of hindsight. Intech’s mathematical optimization process was applied to historical data in order to produce the 

simulations. Unlike traditional simulations that do involve fundamental estimates, Intech’s do not. Simulations potentially allow investors to understand and evaluate Intech’s investment process by seeing how a product would have performed 

hypothetically during certain time periods. Simulated results are hypothetical, not real. They do not reflect the results or risks associated with actual trading or the actual performance of any account. In particular, simulations do not reflect actual 

trading in an account, so there is no guarantee that an actual account would have achieved similar results. In fact, there may be differences between simulations and the actual results subsequently achieved. No current or prospective client should 

assume that future performance will be equal to the simulations. In no circumstances should simulated results be regarded as a representation, warranty, or prediction that investors will achieve or are likely to achieve results equal to the 

simulations, or that investors will be able to avoid losses. Simulations do not reflect material, economic, and market factors that may have impacted Intech’s trading or decision-making in the actual management of a client’s account. Simulations 

should not be considered indicative of INTECH’s mathematical process, as Intech did not manage a live account for the particular product referenced over the long term. There are numerous other factors related to the markets in general or to the 

implementation of any specific trading strategy, which cannot be fully accounted for in the preparation of simulations, all of which can adversely affect actual results. 

The opinions are those of the authors and are subject to change at any time due to changes in market or economic conditions. The comments should not be construed as investment  advice or a recommendation of individual holdings or market 

sectors, but as an illustration of broader themes. 

Statements in brief that reflect projections or expectations of future financial or economic performance of a strategy, or of markets in general, and statements of any Janus strategies’ plans and objectives for future operations are forward-looking 

statements. Actual results or events may differ materially from those projected, estimated, assumed or anticipated in any such forward-looking statement. Important factors that could result in such differences, in addition to the other factors 

noted with forward-looking statements, include general economic conditions such as inflation, recession and interest rates. 

Data source is Intech throughout unless otherwise indicated. 

Janus Henderson, Janus, Henderson, Perkins, Intech, Alphagen, Velocity Shares, Knowledge.Shared and Knowledge Labs are trademarks of Janus Henderson Group plc or one of its subsidiaries. © Janus Henderson Group plc. 

For Institutional/qualified distributors use, authorised persons and wholesale client only.  Not for public viewing or distribution. 


