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1

00:00:07.855 --> 00:00:10.765

Hello and welcome to the Eisner Amper Engaging

2

00:00:10.765 --> 00:00:12.285

Alternatives podcast series.

3

00:00:12.785 --> 00:00:15.125

I'm your host, Alana Marise Snyderman.

4

00:00:15.265 --> 00:00:17.885

And with me today is Heather de Garmo head

5

00:00:17.885 --> 00:00:20.405

of product Strategy at BlueCove, a London

6

00:00:20.665 --> 00:00:24.525

and Boston based subadvisor to Harbor Capital Advisors.

7

00:00:24.855 --> 00:00:26.885

Today Heather will share her outlook

8

00:00:27.065 --> 00:00:29.365

for scientific fixed income investing,

9

00:00:29.435 --> 00:00:31.125

including the greatest opportunities

10

00:00:31.225 --> 00:00:33.965

and challenges along with how the firm utilizes ai.

11

00:00:33.965 --> 00:00:36.845

And more. Before we dive into the conversation with Heather,

12

00:00:37.335 --> 00:00:38.925

don't forget to hit that like button

13

00:00:39.065 --> 00:00:41.005

and subscribe to Esiner Amper wherever you

14

00:00:41.005 --> 00:00:42.165

listen to your podcasts.

15

00:00:42.385 --> 00:00:44.965

And you can also find us on YouTube at I Ramper.

16

00:00:45.105 --> 00:00:46.445

Hi Heather, thank you so much

17

00:00:46.545 --> 00:00:47.885

for being with me today. Thanks

18

00:00:47.885 --> 00:00:49.565

For having me, Alana. It's great to be here.

19

00:00:50.445 --> 00:00:52.245

Absolutely. Heather, so to kick off the conversation,

20

00:00:52.275 --> 00:00:53.445

tell us a little about yourself

21

00:00:53.445 --> 00:00:55.285

and how you got to where you are today. Yes,

22

00:00:55.505 --> 00:00:58.605

Um, I got my start on Wall Street in the early nineties

23

00:00:58.665 --> 00:01:00.005

as a corporate bond analyst

24

00:01:00.225 --> 00:01:02.485

and then I arrived in London in the late nineties

25

00:01:02.505 --> 00:01:04.565

as the Euro bond market came into being.

26

00:01:04.825 --> 00:01:07.845

And about 20 years ago I moved to Barclay's Global Investors

27

00:01:08.145 --> 00:01:10.045

and it was there that we really launched a first

28

00:01:10.045 --> 00:01:12.245

of its kind systematic credit strategy.

29

00:01:12.565 --> 00:01:16.285

I joined Blue Cove back when the fur was founded in 2018

30

00:01:16.385 --> 00:01:18.645

to help launch their entrance into this market.

31

00:01:18.945 --> 00:01:21.085

And the reason I came and the reason I've stayed

32

00:01:21.085 --> 00:01:23.805

and the reason I've enjoyed it is Blue Co is really the only

33

00:01:23.855 --> 00:01:25.925

standalone specialist, boutique manager

34

00:01:26.105 --> 00:01:27.245

of scientific credit.

35

00:01:27.505 --> 00:01:30.405

And coming to Blue Co for me was a very natural progression

36

00:01:30.425 --> 00:01:32.685

as it is for many of the others who have come to the firm.

37

00:01:32.985 --> 00:01:34.565

You can check out our website if you'd

38

00:01:34.565 --> 00:01:35.685

like to have more information

39

00:01:37.985 --> 00:01:38.985

At EisnerAmper. We

40

00:01:38.985 --> 00:01:40.445

are creative problem solvers

41

00:01:40.445 --> 00:01:43.005

that take a 360 degree approach focusing on you.

42

00:01:43.855 --> 00:01:46.765

We're an award-winning firm with decades of experience.

43

00:01:48.075 --> 00:01:50.325

EisnerAmper, let's get you ready.

44

00:01:53.245 --> 00:01:55.075

Great. Heather, that segues into the

45

00:01:55.075 --> 00:01:56.395

follow-up question I have for you.

46

00:01:56.525 --> 00:01:59.995

Given glucose focus on scientific fixed income investing,

47

00:02:00.155 --> 00:02:02.395

I wanted to hear your overall outlook for the space.

48

00:02:02.575 --> 00:02:04.155

And perhaps first you can define

49

00:02:04.185 --> 00:02:06.475

what scientific fixed income investing is.

50

00:02:06.775 --> 00:02:08.875

Yes, that's a great question and one we get asked a lot.

51

00:02:09.445 --> 00:02:11.955

Scientific investing is an investment process

52

00:02:12.175 --> 00:02:15.675

that's evidence-based, data-driven, economically intuitive

53

00:02:15.815 --> 00:02:17.595

and grounded in the scientific method,

54

00:02:17.765 --> 00:02:19.115

hence the name scientific.

55

00:02:19.345 --> 00:02:20.675

It's really an iterative

56

00:02:20.675 --> 00:02:22.395

and continuously improving process

57

00:02:22.485 --> 00:02:25.595

where we use various data sources, research methods

58

00:02:25.735 --> 00:02:27.715

and process reviews to continually evolve.

59

00:02:27.895 --> 00:02:29.315

Um, it's worth noting upfront

60

00:02:29.315 --> 00:02:31.715

that scientific often gets called things

61

00:02:31.715 --> 00:02:33.715

where people use terms such as systematic

62

00:02:33.735 --> 00:02:35.075

or quantitative investing.

63

00:02:35.125 --> 00:02:37.195

These are really all in a similar category.

64

00:02:37.235 --> 00:02:38.755

I think the difference at Blue Co is

65

00:02:38.755 --> 00:02:40.675

that we utilize the scientific method

66

00:02:40.735 --> 00:02:42.915

to guide the development of our investment process.

67

00:02:43.255 --> 00:02:45.395

And what we do in that process is we take an,

68

00:02:45.395 --> 00:02:46.755

in a traditional investment approach,

69

00:02:46.935 --> 00:02:48.755

we break it into its component parts,

70

00:02:49.255 --> 00:02:51.355

we reassemble people in technology

71

00:02:51.375 --> 00:02:53.915

and assign them to the roles to which they're best suited.

72

00:02:53.935 --> 00:02:55.035

And then we use data

73

00:02:55.215 --> 00:02:56.515

and quantitative research

74

00:02:56.615 --> 00:02:58.915

to develop proprietary research insights

75

00:02:58.985 --> 00:03:00.005

to guide our investing.

76

00:03:00.025 --> 00:03:01.565

And what we're trying to do ultimately

77

00:03:01.755 --> 00:03:03.845

with scientific investing is to take advantage

78

00:03:03.945 --> 00:03:06.645

of market inefficiencies that may be under exploited

79

00:03:06.645 --> 00:03:08.365

by many other market participants.

80

00:03:08.545 --> 00:03:10.005

And specifically at Blue Co,

81

00:03:10.145 --> 00:03:13.005

we specialize in applying a scientific investment process

82

00:03:13.225 --> 00:03:14.525

to liquid credit markets.

83

00:03:14.825 --> 00:03:16.325

In terms of the outlook for the space,

84

00:03:16.425 --> 00:03:19.685

I'd say it's good if we look at equities as a bellwether.

85

00:03:19.685 --> 00:03:22.005

Scientific investing in equities has been one

86

00:03:22.005 --> 00:03:24.445

of the most significant trends in the industry over the last

87

00:03:24.455 --> 00:03:25.605

three decades or so,

88

00:03:25.825 --> 00:03:28.165

but it's been slower to develop in fixed income markets

89

00:03:28.425 --> 00:03:31.485

and that's because it's just taken more time to develop some

90

00:03:31.485 --> 00:03:33.845

of the market structures which thankfully are now in place

91

00:03:33.875 --> 00:03:37.565

that allow us to do this, such as expanding data resources,

92

00:03:37.755 --> 00:03:38.965

expanding market breadth.

93

00:03:39.105 --> 00:03:42.445

The electronification of trading has been a huge trend

94

00:03:42.625 --> 00:03:45.205

and scientific approaches are well poised

95

00:03:45.205 --> 00:03:46.565

to exploit these developments.

96

00:03:46.665 --> 00:03:50.245

And what scientific investing can give investors is a very

97

00:03:50.245 --> 00:03:51.685

compelling, complimentary

98

00:03:51.905 --> 00:03:53.365

or alternative approach to

99

00:03:53.365 --> 00:03:56.085

how they have traditionally managed their strategies,

100

00:03:56.085 --> 00:03:58.165

whether it's on an active or a passive basis.

101

00:03:58.305 --> 00:04:01.405

And what we're seeing now is really growing acceptance from

102

00:04:01.515 --> 00:04:02.965

both sophisticated buyers

103

00:04:03.345 --> 00:04:04.645

and the manufacturers

104

00:04:04.905 --> 00:04:07.645

of investment processes about the compelling opportunity

105

00:04:07.645 --> 00:04:09.405

that there may be in scientific fixed income.

106

00:04:09.405 --> 00:04:12.085

So we really see it as a true growth area. It's

107

00:04:12.085 --> 00:04:13.085

Really exciting. Heather,

108

00:04:13.085 --> 00:04:14.765

as a follow up, I would love for you

109

00:04:14.765 --> 00:04:17.405

to touch upon some of the specific greatest opportunities

110

00:04:17.545 --> 00:04:18.845

you see in your space and why.

111

00:04:19.145 --> 00:04:22.165

Yes. Another, uh, really useful question to answer

112

00:04:22.465 --> 00:04:25.405

and I think to start from an investor perspective,

113

00:04:25.505 --> 00:04:27.605

the greatest opportunity really is having a choice.

114

00:04:27.985 --> 00:04:31.805

So historically, uh, investors were really given the choice

115

00:04:31.805 --> 00:04:35.125

of passive and active in a traditional discretionary sense.

116

00:04:35.265 --> 00:04:36.605

But now that they can look

117

00:04:36.605 --> 00:04:38.125

to manage their assets scientifically,

118

00:04:38.155 --> 00:04:39.605

they really have access to

119

00:04:39.715 --> 00:04:42.805

what one might say is the only free lunch in investing in

120

00:04:42.805 --> 00:04:45.085

that's diversification and specifically the way

121

00:04:45.085 --> 00:04:46.685

that we construct our portfolios

122

00:04:46.685 --> 00:04:49.205

and the investment process itself, the way it is governed

123

00:04:49.465 --> 00:04:52.285

as a result, given the significant breadth that we tend

124

00:04:52.285 --> 00:04:54.205

to have in the portfolios that we manage,

125

00:04:54.265 --> 00:04:56.005

the portfolios are constructed differently

126

00:04:56.105 --> 00:04:58.005

and you end up getting a different return stream,

127

00:04:58.005 --> 00:05:00.885

which can often be uncorrelated to both risk markets

128

00:05:01.185 --> 00:05:03.885

and differentiated from what asset managers may already

129

00:05:03.885 --> 00:05:05.045

or asset owners I should say,

130

00:05:05.145 --> 00:05:06.845

may already have in their portfolios.

131

00:05:06.945 --> 00:05:09.685

So it's really this diversification argument from an

132

00:05:09.925 --> 00:05:11.565

investor perspective and choice argument,

133

00:05:11.565 --> 00:05:12.885

which we think is very compelling.

134

00:05:12.935 --> 00:05:16.085

Other opportunities are things like having access

135

00:05:16.185 --> 00:05:20.165

to an investment process, which by its design is transparent

136

00:05:20.185 --> 00:05:21.245

and repeatable and

137

00:05:21.245 --> 00:05:24.085

therefore well placed to exploit persistent market

138

00:05:24.085 --> 00:05:26.685

and efficiencies and have more consistencies

139

00:05:26.745 --> 00:05:27.885

of returns over time.

140

00:05:28.145 --> 00:05:31.605

Um, the ability to remove unwanted risk exposures in a

141

00:05:31.605 --> 00:05:33.245

portfolio and be quite specific.

142

00:05:33.425 --> 00:05:36.125

For example, in a, in a credit portfolio, we might look

143

00:05:36.125 --> 00:05:38.965

to limit the market directional risk versus a benchmark

144

00:05:39.025 --> 00:05:41.805

or isolating how much sector risk we wanna take so

145

00:05:41.805 --> 00:05:44.285

that we can focus really on company specific risk

146

00:05:44.305 --> 00:05:46.045

or company security selection.

147

00:05:46.265 --> 00:05:49.005

And then also, which is really important within credit, is

148

00:05:49.005 --> 00:05:52.165

to be able to explicitly manage liquidity risks

149

00:05:52.225 --> 00:05:53.325

and transaction costs.

150

00:05:53.505 --> 00:05:55.605

And for those credit investors out there, they know

151

00:05:55.605 --> 00:05:58.405

that these can be very significant factors to consider.

152

00:05:58.515 --> 00:06:01.365

Transaction costs themselves can sometimes reduce expected

153

00:06:01.365 --> 00:06:04.565

returns by 25% or more, 25% or more.

154

00:06:04.745 --> 00:06:07.525

So given that the bulk of the assets in the industry today

155

00:06:07.525 --> 00:06:09.285

are still managed in a traditional way,

156

00:06:09.385 --> 00:06:11.325

we think there's a real opportunity for investors

157

00:06:11.425 --> 00:06:13.725

who embrace a scientific approach. Heather,

158

00:06:13.825 --> 00:06:15.045

On the other hand, what are some

159

00:06:15.325 --> 00:06:17.205

of the greatest challenges you face in your

160

00:06:17.205 --> 00:06:18.285

space and why? Oh,

161

00:06:18.285 --> 00:06:19.685

Well I think the biggest challenge for us

162

00:06:19.825 --> 00:06:23.285

as we started the business was um, to have the right talent.

163

00:06:23.705 --> 00:06:27.445

So experienced teams, given the fact that this is a fairly,

164

00:06:27.785 --> 00:06:28.925

you know, developing area

165

00:06:29.065 --> 00:06:30.765

or at least was uh, over the last 10 years

166

00:06:30.765 --> 00:06:32.965

or so, having experienced teams are rare.

167

00:06:33.225 --> 00:06:35.085

And we over overcame this at Blue Co

168

00:06:35.225 --> 00:06:38.125

by positioning ourselves as a specialist active manager.

169

00:06:38.265 --> 00:06:40.885

So we were able to attract type of talent that wanted

170

00:06:40.885 --> 00:06:43.405

to be in a business where we were focused exclusively on

171

00:06:43.405 --> 00:06:45.085

scientific fixed income investing.

172

00:06:45.145 --> 00:06:47.245

And at Blue Cove we've assembled an investment team

173

00:06:47.245 --> 00:06:48.805

that has worked together building scientific

174

00:06:48.805 --> 00:06:50.525

strategies for over 20 years.

175

00:06:50.905 --> 00:06:52.725

Uh, the other thing to keep in mind is

176

00:06:52.725 --> 00:06:54.085

that when you are looking

177

00:06:54.105 --> 00:06:57.285

to create a holistic investment process, you really need

178

00:06:57.285 --> 00:06:58.565

to have the right decision tools

179

00:06:58.625 --> 00:07:00.285

and a technology platform in place.

180

00:07:00.385 --> 00:07:02.925

And that can be expensive and time consuming.

181

00:07:02.985 --> 00:07:06.125

So it can take years of continuous r and d to build.

182

00:07:06.385 --> 00:07:10.005

And at Blue Co we were in a such in a position to be able

183

00:07:10.005 --> 00:07:11.765

to incubate our business and the r

184

00:07:11.765 --> 00:07:13.405

and d process for nearly two years

185

00:07:13.465 --> 00:07:16.405

before we launched our product, uh, nearly six years ago.

186

00:07:16.625 --> 00:07:19.765

For investors, a challenge has been to come to terms

187

00:07:19.795 --> 00:07:22.245

with new ways of approaching active fixed income

188

00:07:22.345 --> 00:07:24.245

and it can take time to change minds.

189

00:07:24.345 --> 00:07:27.165

You need to educate investors about what the approach is,

190

00:07:27.225 --> 00:07:30.405

how it can benefit them, find early adopters in the space.

191

00:07:30.625 --> 00:07:33.845

And because Blue Co is a specialist manager, we are able

192

00:07:33.865 --> 00:07:35.925

to spend a lot of time with clients doing that

193

00:07:36.065 --> 00:07:38.525

and to introduce 'em to what we do and how we do it.

194

00:07:38.625 --> 00:07:41.205

And then I think from a market's perspective, you know,

195

00:07:41.205 --> 00:07:43.325

market conditions can always be challenging

196

00:07:43.325 --> 00:07:46.325

for any asset manager, not just a scientific manager.

197

00:07:46.545 --> 00:07:49.125

But the way that we have addressed this at Blue Co is

198

00:07:49.145 --> 00:07:51.605

by looking to have breadth in terms of the number

199

00:07:51.605 --> 00:07:53.085

of asset classes that we target

200

00:07:53.225 --> 00:07:55.165

and the research insights that we employ.

201

00:07:55.465 --> 00:07:57.485

So ultimately, while there are high barriers

202

00:07:57.545 --> 00:07:58.605

to entry in this market,

203

00:07:58.785 --> 00:08:01.405

we think we've successfully overcome them at Blue Co.

204

00:08:01.545 --> 00:08:04.045

But that said, there will likely continue to be a shortage

205

00:08:04.045 --> 00:08:06.245

of dedicated scientific credit managers

206

00:08:06.245 --> 00:08:07.485

for the reasons that I've mentioned.

207

00:08:07.585 --> 00:08:09.325

But the good news for investors is

208

00:08:09.325 --> 00:08:12.725

that medium term alpha opportunity in an uncrowded space

209

00:08:12.825 --> 00:08:14.445

should be pretty good as a result.

210

00:08:14.675 --> 00:08:17.005

Heather, I know you touched on this earlier in the

211

00:08:17.005 --> 00:08:19.645

conversation that ai, which is obviously

212

00:08:19.685 --> 00:08:21.365

A hot Topic and wanted to see

213

00:08:21.665 --> 00:08:23.485

How Blue Code utilizes it.

214

00:08:23.745 --> 00:08:26.965

Yes, so I'm probably dating myself, but that's okay.

215

00:08:27.235 --> 00:08:29.445

I've been around markets long enough to remember

216

00:08:29.625 --> 00:08:30.765

before the internet

217

00:08:30.905 --> 00:08:32.485

and at that time it was, you know,

218

00:08:32.485 --> 00:08:33.925

the greatest thing since sliced bread.

219

00:08:33.945 --> 00:08:36.285

And I think one could argue the next slice is ai.

220

00:08:36.505 --> 00:08:39.045

So for us at Blue co AI has been

221

00:08:39.045 --> 00:08:41.005

and continues to be a very important tool

222

00:08:41.225 --> 00:08:42.965

and it's something that we have deployed across

223

00:08:42.985 --> 00:08:44.045

our organization.

224

00:08:44.505 --> 00:08:46.845

It has helped us with productivity gains,

225

00:08:46.995 --> 00:08:49.965

with bringing research ideas to fruition more quickly,

226

00:08:50.075 --> 00:08:52.645

helping us to analyze complex data sets.

227

00:08:53.045 --> 00:08:55.765

A really good example within credit, uh, for those investors

228

00:08:55.825 --> 00:08:57.005

who are familiar, you know,

229

00:08:57.005 --> 00:08:59.285

every quarter a company will have a conference call

230

00:08:59.285 --> 00:09:00.565

where management will get on

231

00:09:00.565 --> 00:09:01.805

and talk to analysts about

232

00:09:01.805 --> 00:09:03.565

what happened in the company and their outlook.

233

00:09:03.625 --> 00:09:04.685

And if you look in the US

234

00:09:04.705 --> 00:09:08.005

and Europe, on average there are over 3000 calls a quarter,

235

00:09:08.355 --> 00:09:10.605

each of them having 7,000 words each,

236

00:09:10.665 --> 00:09:12.685

and they all take place relatively quickly

237

00:09:12.685 --> 00:09:13.925

within a week of each other.

238

00:09:14.105 --> 00:09:16.765

Um, so it's a lot of information within a very short

239

00:09:16.765 --> 00:09:17.925

period of time to consider.

240

00:09:18.105 --> 00:09:21.405

And we are able to use large language modeling to be able

241

00:09:21.405 --> 00:09:23.165

to sift through the text of these calls

242

00:09:23.345 --> 00:09:24.885

to extract things like changing

243

00:09:25.405 --> 00:09:26.725

sentiment indicators from a company

244

00:09:26.785 --> 00:09:27.845

and do this within a day.

245

00:09:27.845 --> 00:09:28.845

Whereas historically,

246

00:09:28.845 --> 00:09:30.845

this could have taken weeks to accomplish.

247

00:09:31.225 --> 00:09:34.565

So AI and other machine learning techniques really benefit

248

00:09:34.675 --> 00:09:37.405

from having large data sets and stable relationships.

249

00:09:37.505 --> 00:09:40.685

So there are some tasks like data processing or cleaning

250

00:09:40.945 --> 00:09:42.645

or extracting market sentiment

251

00:09:42.705 --> 00:09:45.765

or simplifying complex data sets that are more suitable

252

00:09:45.785 --> 00:09:47.805

to these applications than others, such

253

00:09:47.805 --> 00:09:49.245

as return forecasting

254

00:09:49.465 --> 00:09:51.925

or often the relationship between the input

255

00:09:51.925 --> 00:09:53.365

and the outcome can be noisy.

256

00:09:53.585 --> 00:09:55.565

So for example, the relationship between

257

00:09:55.865 --> 00:09:57.725

how a company's fundamentals are fairing

258

00:09:57.725 --> 00:09:59.645

and how their bonds are performing can

259

00:09:59.645 --> 00:10:00.845

inherently be unstable.

260

00:10:01.145 --> 00:10:04.285

So there are situations where AI can be beneficial

261

00:10:04.465 --> 00:10:06.165

and perhaps not as applicable,

262

00:10:06.225 --> 00:10:08.565

and that's something certainly to consi consider.

263

00:10:08.705 --> 00:10:11.845

But I think in aggregate AI tools have been made our

264

00:10:11.845 --> 00:10:13.285

infrastructure more efficient.

265

00:10:13.285 --> 00:10:16.085

They've allowed us to be faster in terms of engineering,

266

00:10:16.115 --> 00:10:17.885

they've allowed our investment process

267

00:10:18.145 --> 00:10:20.685

to analyze increasing data sets more efficiently.

268

00:10:20.785 --> 00:10:23.245

But ultimately it is no substitute for

269

00:10:23.805 --> 00:10:27.165

creating a robust investment process, which we think is key.

270

00:10:27.505 --> 00:10:30.245

And equally, these technologies are changing really fast.

271

00:10:30.565 --> 00:10:33.445

I mean, anecdotally to me two years ago AI was new

272

00:10:33.625 --> 00:10:35.485

and now it's everywhere that you look.

273

00:10:35.625 --> 00:10:37.565

So many things technologically based,

274

00:10:37.755 --> 00:10:39.365

it's evolving at a very rapid pace.

275

00:10:39.465 --> 00:10:42.205

So having a technology platform in place that is scalable

276

00:10:42.465 --> 00:10:45.925

and purpose built to support scientific fixed income like

277

00:10:45.925 --> 00:10:47.565

we've developed at Blue Cove, uh,

278

00:10:47.565 --> 00:10:48.805

we think can be a real asset.

279

00:10:48.915 --> 00:10:49.965

Heather, we've covered

280

00:10:50.045 --> 00:10:51.485

A lot of ground today and wanted

281

00:10:51.485 --> 00:10:53.125

to see if there are any final thoughts

282

00:10:53.125 --> 00:10:54.125

You would like to share with us.

283

00:10:54.465 --> 00:10:56.925

Yes. Well, if we think about the last few years,

284

00:10:57.435 --> 00:11:00.445

it's really been dramatic in markets we've experienced

285

00:11:00.515 --> 00:11:03.205

unprecedented monetary stimulus, a stimulus,

286

00:11:03.945 --> 00:11:05.765

and the related after effects.

287

00:11:06.025 --> 00:11:07.805

Uh, we've had interest rate, rate levels

288

00:11:07.875 --> 00:11:09.645

that we haven't seen in a generation.

289

00:11:09.965 --> 00:11:12.365

Geopolitical risk continues to be everywhere.

290

00:11:12.585 --> 00:11:14.005

And I think one could argue

291

00:11:14.005 --> 00:11:16.885

that forecasting the future has never been more difficult.

292

00:11:16.985 --> 00:11:19.005

And our view is that most humans aren't very

293

00:11:19.005 --> 00:11:20.285

consistently very good at that.

294

00:11:20.285 --> 00:11:23.525

In any case. All that said, we think it still pays

295

00:11:23.525 --> 00:11:25.165

to take risk and by design,

296

00:11:25.305 --> 00:11:26.925

our scientific approach is looking

297

00:11:26.945 --> 00:11:29.565

to explicitly target the risks we want to take

298

00:11:29.705 --> 00:11:31.765

and minimize exposure to the risks

299

00:11:31.795 --> 00:11:32.885

that we don't want to take.

300

00:11:33.105 --> 00:11:36.365

And one of the benefits of a scientific approach in terms of

301

00:11:36.585 --> 00:11:38.285

how our, our research insights

302

00:11:38.305 --> 00:11:40.005

and portfolios are constructed is

303

00:11:40.005 --> 00:11:42.725

that the subsequent return stream can have

304

00:11:42.795 --> 00:11:44.125

defensive characteristics.

305

00:11:44.405 --> 00:11:46.885

IE portfolios can outperform in down markets
,
306

00:11:47.025 --> 00:11:49.365

but it can also generate positive excess returns

307

00:11:49.365 --> 00:11:51.605

during up markets, which can be very attractive

308

00:11:51.745 --> 00:11:53.365

and again, complimentary to

309

00:11:53.365 --> 00:11:55.405

what investors may already have in their portfolio.

310

00:11:55.785 --> 00:11:57.125

So as a result, we think

311

00:11:57.125 --> 00:11:59.525

that scientific investing can provide investors

312

00:11:59.595 --> 00:12:02.005

with more choice and attractive diversification

313

00:12:02.005 --> 00:12:05.045

of risk exposures, which is a particularly important, uh,

314

00:12:05.045 --> 00:12:08.205

factor to consider during these uncertain times. Heather,

315

00:12:08.285 --> 00:12:09.525

I wanted to thank you so much

316

00:12:09.545 --> 00:12:12.245

for sharing your perspective with our listeners. Thank

317

00:12:12.245 --> 00:12:13.285

You for having me, Alana,

318

00:12:13.505 --> 00:12:14.565

And thank you for listening

319

00:12:14.565 --> 00:12:16.165

to the EisnerAmper podcast series.

320

00:12:16.375 --> 00:12:19.365

Visit eisneramper.com for more information on this

321

00:12:19.465 --> 00:12:20.605

and a host of other topics.

322

00:12:21.145 --> 00:12:24.165

And join us for our next Eiser podcast when we get down

323

00:12:24.165 --> 00:12:24.605

to business.
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Important Information

The opinions expressed are as of 10/16/2025 and are subject to change. The opinions expressed by the speakers do not necessarily represent the views of Harbor Capital Advisors, Inc. and should not be construed as investment advice, a recommendation, or an offer or solicitation to purchase or sell any securities. The opinions expressed are subject to change without notice. Reliance upon information in this material is at the sole discretion of the reader. Investing involves risks, including the risk of loss. This information is not intended to be complete or exhaustive and no representations or warranties, either express or implied, are made regarding the accuracy or completeness of the information contained herein. This material may contain estimates and forward‑looking statements, which may include forecasts, and do not represent a guarantee of future performance. Past performance does not guarantee future results. Investors should consult with a financial professional before making any investment decisions.

Investing entails risks and there can be no assurance that any investment will achieve profits or avoid incurring losses.

Diversification does not assure a profit or protect against loss in a declining market.

This material may contain forward‑looking information that is not purely historical in nature. Such information may include, among other things, projections and forecasts. There is no guarantee that any of these views will come to pass.

This material may not be representative of the experience of other individuals. Reliance upon information in this material is at the sole discretion of the viewer.

Utilizing Artificial Intelligence (AI) involves risks. AI systems, relying on complex algorithms and training data, may produce inaccurate results, introducing algorithmic uncertainty and potential biases. Lack of human oversight, security vulnerabilities, and the evolving regulatory landscape contribute to operational and legal risks. Ethical considerations, such as societal impact and fairness, further underscore the need for careful evaluation. Users should conduct thorough due diligence, monitor evolving risks, and seek professional advice to navigate the dynamic landscape of AI responsibly. Financial professionals should consult their firm’s AI policy and compliance department for firm‑specific requirements.

Harbor Capital Advisors is not affiliated with BlueCove or EisnerAmper Podcast.

All investments involve risk including the possible loss of principal. Fixed income securities fluctuate in price in response to various factors, including changes in interest rates, changes in market conditions and issuer‑specific events, and the value of an investment may go down. There is a greater risk that an investment could lose money because it invests in below‑ investment grade fixed income securities and unrated securities of similar credit quality (commonly referred to as “high‑yield securities” or “junk bonds”). These securities are considered speculative because they have a higher risk of issuer default, are subject to greater price volatility and may be illiquid. Investments may invest in securities of foreign issuers, and an investment is subject to special risks in addition to those of U.S. securities. These risks include heightened political and economic risks, greater volatility, currency fluctuations, higher transaction costs, delayed settlement, possible foreign controls on investment, possible sanctions by government bodies of other countries and less stringent.
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