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My Journey: Academic to 
Practitioner to Academic

• Barclays Global Investors: head of currency 
research & currency hedge funds

• BlackRock: same position & then Exec Group of 
Multi Asset Strategies

• UCSD: Master of Quantitative Finance program



Investable nuggets from 
academia?

• Took my team to academic conferences
• Tested interesting ideas
• Not implementable

→ Data not lagged appropriately—peaking ahead
→ Ignoring transaction costs
→ Results not robust outside sample period academic used



Too many marginal contributions to popular areas
Incentives to work in areas where senior people & editors have focused. 
Lots of self-referential studies
Not easy to be a path breaker with new paradigm

How do we get leading academics to work on areas of 
great social importance? 

Lack of focus on pension funds & 
retirement outcomes from top 
researchers



• Mission: bring power of academia to research on better 
retirement outcomes

• CIO Advisory Council
→ GIC, CPPIB, CalStrs, SWIB, BCI, HOOP, OCERA, SDCERA, LACERS, 

ACERA

• Industry Advisory Council
→ Gramercy, Morgan Stanley, Meketa, DE Shaw, Obra Capital, AlphaSimplex

• Academic Advisory Council
→ Allan Timmerman, UCSD; Laura Starks, U. of Texas; Itay Goldstein, Wharton 

School; Wei Jiang, Emery U.; Greg Brown, U. of N. Carolina; Robert Engle, 
NYU

Kroner Center for Financial Research



• Strategic Asset Allocation
– (Redouane Elkahmi, U. of Toronto; Jacky S.H. Lee, HOOPP; and Marco Salerno, U. of Toronto)
– The authors provide a methodology that incorporates views on the likelihood of economic regimes (e.g., growth and inflation). 

Using data on equities, bonds and commodities, they show both in simulation and empirically that the approach generates stable 
portfolio weights and a performance that is minimally affected by forecast errors.

• Pension Fund Allocations to Private Equity and Portfolio Risk and Return
– (Arthur Korteweg, USC and Stavros Panageas, UCLA)
– Pension plan allocations to private equity funds were optimal overall, although the average plan was underexposed to buyout; b) 

plans invest in PE funds that have higher risk-adjusted performance, but this is because of some pension plans' superior access to 
successful private equity funds, c) the higher returns obtained by some pension plans in their private equity investments appear 
to be the result of a higher willingness to take risk rather than a manifestation of timing or selection

• Diversity and Inclusion and Portfolio Returns: Is there a trade-off?
–  (Prashant Bharadwaj, Amanda Bauer, and Frances Lu, UC San Diego)
– The authors create a new data set on “emerging managers” returns. Key findings: Importance of diversity is justified theoretically 

and empirically. When one cannot target diverse firms directly, emerging manager programs are a way to improve diversity. No 
clear evidence of performance differences; no diversity-returns trade-off. Emerging manager programs deliver on diversity goals.

KCFR 2020 Topics



• Real Effects of Environmental Activist Investing
– (S. Lakshmi Naaraayanan, London Business School; Kunal Sachdeva, Rice U.; and Varun Sharma, London 

Business School)
– the authors find preliminary results that targeted firms reduce their toxic releases, greenhouse gas emissions, 

and cancer-causing pollution. Improvements in air quality within a one-mile radius of targeted plants suggest 
potentially important externalities to local economies.

• Environmental Externalities of Hedge Fund Activism
–   (Pat Akey, U. of Toronto and Ian Appel, Boston College)
– they find evidence that activism campaigns are associated with a 17 percent drop in emissions for chemicals 

at plants of targeted firms. This decline in emissions is present in both chemicals that are known to cause 
harm to humans and those known to have adverse effects on the environment.

• The Case for Actively Managed Funds
– (Allan Timmermann, UC San Diego and Russell Wermers, U. of Maryland)
– We document significant scale economies in pension plan investments: large plans possess greater 

bargaining power over their external managers in negotiating fees, and have access to better 
performing actively managed funds, relative to small plans. Further, switching from external to 
internal management (within an asset class) is associated with substantially lower per-unit costs for 
large plans, especially in private assets, reinforcing the enhanced bargaining power conferred by 
their scale.

KCFR 2021 Topics



• The Cost of ESG Investing
–  (Laura Lindsey, Seth Pruitt, and Christoph Schiller, Arizona State University)
– ESG measures do not predict returns, given the rich conditioning information available to 

investors, so ESG factors can be used as an overlay on benchmark portfolios to downweight 
poor ESG firms without a reduction in performance.

• Is There a Performance Penalty to Sustainable Bond Investing
– (Ji Min Park and Neil D. Pearson, University of Illinois)
– We use each category, E, S, and G to categorize corporate bonds according to their ESG profiles. We 

then estimate the abnormal returns of the bonds using different benchmarks. We focus on the degree 
to which returns vary with the issuers’ ESG profile.

• The Cost of Sustainable Investing
– (Hao Jiang, Michigan State University)
– We want to explore how shifts in investor tastes and demand drive the prices and returns of 

green and brown stocks. We will use global fund flows to estimate the impact of shifts in 
investors' preferences and price impacts on the two types of stocks. 

KCFR 2022 Topics



• Portfolio Design Issues for Institutional Investors: Asset Allocation in Public 
and Private Markets, Active Management, and Portfolio Concentration
– Profs Keith Brown, University of Texas, and Christian Tiu, University at Buffalo)
– the disparities in the investment problems faced by different asset owner types—defined-benefit pension 

plans and university endowment funds—lead to different outcomes regarding portfolio design judgments. 

• Choosing Pension Fund Investment Consultants
– (Aleksander Andonov, University of Amsterdam, Matteo Bonetti, De Nederlandsche 

Bank, and Irina Stefanescu, Federal Reserve Board)
– The authors find that pension funds hire consultants for various reasons, including shielding, access to certain 

investments but not because of superior investments skills. Consultants have an impact on investment 
allocations.The concentration of consultants has implications for investment flows and performance.

• The Rise of Alternatives
– (Juliane Begenau, Stanford GSB, Pauline Liang, Stanford GSB) and Emil Siriwardane 

(Harvard Business School)
– The aggregate alternative and alternative-to-risky portfolio share in pension funds has risen in the US since 

the 2000’s, but in a heterogenous way over pension funds. Modern portfolio theory suggests two potential 
answers – a shift in beliefs that returns will be greater without additional risk (more alpha, but heterogenous 
beliefs over alpha) or alternatively a desire to take on more risk. Their data work suggests the first offers a 
simpler explanation.

KCFR 2023 Topics



• Benchmarking Benchmarks in the Pension Fund Industry
– (Richard Evans, University of Virginia, Juan-Pedro Gomez, IE University, Linlin Ma, Peking Univeristy, 

Yuehua Tang, University of Florida)
– Benchmarks enable the assessment of pension fund performance by retirees, regulators, elected 

officials and other stakeholders. These benchmarks are an important ingredient in determining the 
compensation of pension fund chief investment officers (CIOs), staff, and external fund managers, and 
therefore, of their associated managerial incentives. This work examines the benchmarks used by 
pensions.

• Rethinking Private Markets as an Asset Class
– (Gregory Brown, Christian Lundblad, UNC Chapel Hill)
– the authors examine different approaches to estimating fund risk adjusted returns to examine the 

costs and benefits of the approaches.

• Designing ESG Benchmarks
– (Anil Kashyap, University of Chicago, Natalia Kovrijnykh, Arizona State University, and Anna Pavlova, 

London Business School)
– The authors study an optimal design of benchmarks with an application to ESG benchmarks. They 

consider different motivations for ESG investing (either as returns maximization because these 
industries are expected to do well in the future or alternatively via a judgement of the harm the firm 
might be doing).

KCFR 2024 Topics



• Academic research that changed practice
• Enduring contributions
• Giants of the profession
• Listener beware: this is my personal list & others may 
have different views

You have doubts about the value of 
academic research to practitioners? 
Greatest Hits of Academia



Markowitz, “Portfolio Selection,” Journal of Finance (1952).



• Major impact on portfolio construction
→ Volatility matters
→ Diversification—the “free lunch”

• Harry Markowitz: “father of modern finance”

Mean–variance portfolio theory & the 
efficient frontier



Sharpe, “Capital Asset Prices: A Theory of Market Equilibrium 
under Conditions of Risk,” Journal of Finance (1964).

Lintner, “The Valuation of Risk Assets and the Selection of 
Risky Investments in Stock Portfolios and Capital Budgets,” 
Review of Economics and Statistics (1965).



• Harry Markowitz:  Decomposition into market returns 
& idiosyncratic returns
→ Is it alpha or beta? 

• William Sharpe,…

Capital asset pricing & performance 
measurement



Fama & French, “Common Risk Factors in the Returns 
on Stocks and Bonds,” JFE (1993).



• Sources of risk & return
→ Size, momentum, value, …

• Eugene F. Fama; Kenneth R. French; Stephen A. 
Ross; Barr Rosenberg

Multi-factor asset pricing & risk 
models 



Black & Scholes, “The Pricing of Options and Corporate 
Liabilities,” JPE (1973).



• Huge impact on practice
→ Option pricing models
→ Delta, gamma, …

• Fischer Black; Myron S. Scholes; Robert C. Merton

Option pricing, implied volatility & 
Greeks 



Hamilton, “A New Approach to the Economic Analysis of 
Nonstationary Time Series and the Business Cycle,” 
Econometrica (1989).



• Introduces Markov-switching (state-dependent) 
models for macro/financial time series.

• Widely applied in finance for regime-dependent 
returns/volatility and risk management

• Think “risk on” and “risk off”
• Rising and falling rates (inflation, growth,…)

Regime Switching / State-Dependent 
Dynamics



Heath, Jarrow & Morton, “Bond Pricing and the Term 
Structure of Interest Rates: A New Methodology,” 
Econometrica (1992).



•Frameworks to construct arbitrage-free yield 
curves and price interest-rate products

•Consistent pricing/hedging across the curve

Term-structure modeling (yield 
curves) 



Engle, “Autoregressive Conditional Heteroskedasticity 
with Estimates of the Variance of U.K. Inflation,” 
Econometrica (1982).



• Used in many practical applications
→ VaR, portfolio construction, variance swaps,…

• A generation of UCSD PhD students worked in this 
area

Volatility modeling 



Fama, Fisher, Jensen & Roll, “The Adjustment of Stock 
Prices to New Information,” International Economic 
Review (1969).



• Price impact of surprises
→ News releases, firm filings, policy changes,…

• Eugene F. Fama; Michael C. Jensen; Richard Roll 

Event-study methodology 



Harold Demsetz (1968), “The Cost of Transacting,” Quarterly Journal of Economics.
Hans R. Stoll (1976), “Dealer Inventory Behavior: An Empirical Investigation of 
NASDAQ Stocks,” Journal of Financial and Quantitative Analysis.



• High frequency trading strategies
• Spreads 
• Transaction costs
• order execution
• algorithmic trading 

Market microstructure & optimal 
execution 



Fama, “Efficient Capital Markets: A Review of Theory and 
Empirical Work,” Journal of Finance (1970).



• 1970s view: price is correct, reflects all info
• Implications for portfolio construction
• How practitioners implement

→ Should pension funds have active managers?
→ Use ETFs/index funds; manage tracking error, turnover

• When active can add value
→ Less-efficient segments, constraints/illiquidity, structural frictions
→ performance must survive fees and trading costs

Passive investing & the 
efficient-markets view 



Kahneman & Tversky (1979, Econometrica) “Prospect 
Theory: An Analysis of Decision under Risk”

Markowitz (1952) “The Utility of Wealth”



Behavioral Finance
• Markowitz: “grandfather of behavioral finance”
• Implications for portfolio construction

→ rule-based rebalancing to curb the disposition effect.

• How practitioners implement
→ Defaults (auto-enroll, dollar cost averaging), simple guardrails and 

alerts to prevent panic trades & overreaction.

• Should pension funds add behavioral design?
→ Yes—glidepaths, auto-rebalancing, and member comms 

•  Efficient market theory inconsistent with too many 
real-world examples



You have doubts about the value of academic 
research to practitioners? not any more, I hope
• Lots of marginal, unimportant work, but…..

• The “home runs” of academia have changed practice & benefited 
society

• There will be more home runs in the future & industry will adopt 
them


