
 

What does it mean?
As investors continue to look for cost-efficient 
access to non-correlated sources of return, 
there has been increased interest in recent 
times in so-called “alternative risk premia 
strategies”. In the same way that passive has 
shaken up the world of active investing in the 
long only space – the rise of alternative risk 
premia is shaking up the hedge fund world.  

Alternative risk premia strategies provide in-
vestors with systematic exposure to well-known 
sources of excess return potential, commonly 
known as factors. We define a factor as any char-
acteristic that describes the risk of a group of 
securities or financial instruments. When inves-
tors are rewarded for exposure to a factor, that 
factor is known as a risk premia, or compensated 
factor. These can be captured as long only or 
long/short investment – in the latter case they 
become known as alternative risk premia. 

Alternative risk premia strategies use lever-
age, shorting and derivatives to most efficiently 
capture risk premia. Once the premia are cap-
tured, the strategies can provide diversification 
benefits – returns that are less correlated to 
traditional asset classes. 

In relation to hedge funds, academic analysis 
has demonstrated that much of what was once 
considered alpha in hedge funds is actually an 
exposure to these long/short premia. To a great 
extent, it turns out that hedge fund returns 
reward risks arising from exposure to known 
factors. Therefore, in the same way investors 
can choose between active and passive in the 
long only space, alternative risk premia strate-
gies now provide investors with a similar choice 
in liquid alternative investing. 

This explains the growing demand for alter-
native risk premia strategies as investors seek 
lower-cost, less-correlated sources of return 
in an overall lower-return environment where 
traditional asset classes look more expensive.

These diversification benefits were once open 
only to investors in opaque, illiquid and gener-
ally expensive hedge funds. But as alternative risk 
premia strategies have become investable, we’ve 
observed a “democratisation of hedge funds” 
trend. In other words, a growing understanding 
of the fundamental drivers of hedge fund returns 
has allowed asset managers to develop strategies 
that offer exposure to the different components 
of return in more appealing vehicles, at a more 
competitive cost and with greater liquidity.  
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menting their research (e.g. transaction cost 
and liquidity). All 14 members contribute to 
research that is relevant for the strategy. 

Given the systematic nature of the investment 
strategy, technology is a core area of investment 
for the team to ensure the efficient delivery of 
the factor exposures, highlighting the impor-
tance of the embedded technology team. Areas 
of focus include implementation and trading, 
and technology can incorporate innovative 
techniques including artificial intelligence. 

For example, to facilitate the rules-based 
capture of systematic returns in the underly-
ing hedge fund strategies within the System-
atic Alpha Fund, Yazann and team deploy a 
“NewsFilter” tool. This tool uses artificial 
intelligence to power natural-language screen-
ing of Bloomberg News to highlight events 
that appear to be news of potential rumors of 
mergers; the equity long-short strategy seeks 
to avoid positions in stocks which may be sub-
ject to deal rumors that could move a stock’s 
price for idiosyncratic reasons rather than 
purely their factor exposure. The filter thereby 
helps remove idiosyncratic risk and therefore 
capture the factors in a more pure fashion. 

Gaining ground
JPMAM believes that alternative risk premia 
strategies will continue to gain prominence 
as an effective way to help investors achieve 
portfolio diversification and therefore deliver 
superior risk-adjusted returns at their portfo-
lio level. As such, alternative beta should be 
seen as an innovative and valuable part of a 
modern investors’ toolkit, particularly as valu-
ations across traditional assets look increas-
ingly elevated. 

*FOR WHOLESALE CLIENT USE ONLY. 
All investments carry risk. Please refer to the 
Product Disclosure Statement and Reference Guide.
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One of the largest liquid alternative funds in Europe is managed by 
the investment team behind the J.P. Morgan Asset Management’s 
Systematic Alpha Fund strategy.

Speaking to Yazann Romahi, the London-based CIO for quantitative 
beta strategies of the team, I found out the reasons for its popularity. 
Not only does the fund have a lot of analytical grunt behind it (including 
14 quantitative research analysts and 15 technologists), it also dares to 
defy convention in terms of how they work (more porous exchange of 
investment ideas between the analysts and the technologists), how they 
look at alternative risk premia and – a factor that all tech-savvy investors 
will appreciate – how the team leverages AI.

Find out how JPMAM stays on the cutting edge of alternative beta 
investing in our interview with Romahi.

Michelle Baltazar
Director of Media & Publishing

The quote

In the same way 
investors can choose 
between active and 
passive in the long only 
space, alternative risk 
premia strategies now 
provide investors with a 
similar choice in liquid 
alternative investing.
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The J.P. Morgan approach  
Launched in July 2009 (Australian unit trust 
launched in November 2015), J.P. Morgan 
Asset Management’s (JPMAM) Systematic 
Alpha Strategy is one of the earliest and longest 
running strategies in the alternative risk premi-
um space, offering clients low-cost, liquid and 
transparent hedge fund exposures. The strategy 
has a low correlation to traditional asset classes 
and serves a role as a portfolio diversifier. 

Led by Yazann Romahi01, chief investment 
officer for quantitative beta strategies, the JP-
Morgan Systematic Alpha Fund* is a fully sys-
tematic, multi-strategy solution that captures 
a number of hedge fund styles, Equity Market 
Neutral and Macro, Managed Futures, Event 
Driven and Convertible Bond Arbitrage. The 
strategy seeks to equal risk-weight the three 
broad styles (Convertible Bond Arbitrage is 
included within Event Driven) over the long-
term, but the allocations in the short-term 
are dynamic and contingent on the avail-
able opportunity set and strength of the un-
derlying signals. 

The JPMorgan Systematic Alpha Fund has 
one of the longest and most consistent track 
records in the space and has achieved a high 
information ratio since inception, while re-
maining uncorrelated to traditional equity and 
fixed income markets. The AUM of the Lux-
embourg Fund has grown to USD$2.3 billion 
(as at 31 January 2018), with the UCITS mul-
ti-strategy fund being one of the largest liquid 
alternative funds in Europe.  

Yazann and his team of 14 quantitative re-
search analysts /portfolio managers and 15 
embedded technologists are seen as pioneers of 
the concept of alternative beta, which contin-
ues to have a transformational impact on tradi-
tional hedge fund investing. 

The availability of these types of strategies 
has enabled a wider audience to participate 
in the diversification benefits of hedge funds. 
Backed by a robust research process, ongo-
ing technology innovation and state-of-the 
art implementation, JPMAM’s Quantitative 
Beta Strategies team endeavours to continue 
delivering relevant investment solutions to cli-
ents. One unique feature of the team is that 
all members of the quantitative team are both 
researchers and portfolio managers. JPMAM 
believes this allows its quantitative team to put 
into context the real-life implications of imple-
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