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Introduction 
	

Quantitative portfolio management is a modern solution that combines statistics, 
mathematics and algorithms to select securities in an environment characterised by markets 
that are increasingly international and efficient. Unlike qualitative and fundamental 
management, it excludes future prospects and profit expectations in order to remove any 
emotional dimension from the investment process. 

 

Whereas traditional asset management considers each security in isolation, quantitative 
portfolio management focuses on interactions between assets. On the basis of statistical 
analysis of historical performance, it seeks to establish systematic allocation rules to 
construct an optimal portfolio containing securities that move in opposite directions and 
neutralise their risks. 

 

The underlying universe from which the portfolio is constructed contains thousands of 
securities (individual securities and ETFs) that can be combined in different ways to obtain an 
infinite number of portfolios. Once the user has defined the maximum level of risk, the 
quantitative management algorithm examines all the portfolios that meet this criterion 
(portfolios A, B and C in the graph) to select the optimal one, i.e. the portfolio that offers the 
best expected performance for the maximum defined risk (portfolio C in the graph). 
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Once the optimal portfolio has been constructed, the markets continue to move, as does the 
portfolio. The quantitative management algorithm will therefore regularly carry out 
reallocations to realign the portfolio with the optimal portfolio. There are three types of 
reallocation in Robo-Advisory: 
 

Periodic reallocation 
The Robo-Advisor carries out automatic reallocation at regular intervals to return the 
portfolio to the efficient frontier. 

 
Reallocation on the basis of risk 
The Robo-Advisor continuously compares the maximum defined risk with the actual market 
risk. As soon as a security changes to such an extent that the portfolio's overall risk exceeds 
the maximum level, the security in question is sold in order to lower the portfolio's risk back 
down to within the defined limits. 

 
Manual reallocation 
With our Robo-Advisory solution, it is possible at any time to change strategy and start the 
reallocation process manually. This is implemented immediately to create a new optimal 
portfolio based on the changes. 
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Getting started 
The first time you connect to your ePrivate Banking account, you can consult the help section 
to obtain assistance or go straight to the "Parameters" section to start defining your investor 
profile. 

 

1. Parameters  
 

On this screen 

• you define your maximum level of risk 
• you choose your reference currency 
• you have the option to deactivate the exchange rate hedging 

 

 

 

1.1 Maximum risk level 
The maximum risk level is defined by moving the cursor down (lower risk) or up (higher risk). 
A higher maximum risk level is generally accompanied by a higher potential return but also a 
more significant risk of loss. The maximum level of risk is like a ceiling. The actual risk may be 
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lower, for example if the algorithm shows that it is possible to avoid excessive reallocations 
or to generate higher gains with a lower level of risk. 

 

1.2 Reference currency 
The reference currency is the currency in which all calculations are made. For positions 
denominated in a different currency to the reference currency, the historical data are 
converted into the reference currency for all calculations and simulations. 
 

1.3  Exchange rate hedging 
Exchange rate hedging gives protection against fluctuations in the exchange rate between 
the reference currency and the other currencies in which investments are denominated. 
Deactivating the exchange rate hedging means you will save money in fees but accept an 
exchange rate risk. If your reference currency appreciates against the currency in which a 
portfolio position is denominated, the value of the portfolio will decline even if the security in 
question remains stable. 
 
 
1.4 Potential performance 
The diagram of potential performance indicates the potential gains and risk of losses, on the 
basis of the maximum risk level selected. By moving the cursor towards the left or right, you 
can display the probability of generating a gain or suffering a loss over a given investment 
horizon.  
 

1.5 Portfolio allocation 
The right-hand graph indicates the allocations to different asset classes in the overall universe 
from which the Robo-Advisor constructs the optimal portfolio. 

Once you have defined your investor profile, you can continue with the optimal portfolio 
suggested by the Robo-Advisory system by clicking on "Predefined parameters" (go directly 
to Chapter 3 on "Simulation") or personalise your investment universe by clicking on "Define 
your personal parameters". 
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2. Universe 
 

The Robo-Advisory solution overall investment universe covers equities, US fixed-income 
securities, non-US fixed-income securities and commodities. The portfolios also contain a 
secondary cash component. 

Click on "Define your personal parameters" to display the "Universe"screen, where you can 
personalise the investment universe from which the Robo-Advisor constructs the optimal 
portfolio. 

 

 

 

 

In the list of asset classes on the top left, the bar charts indicate the level of granularity that 
you can obtain with the amount allocated to the asset class in question. One green bar 
indicates that the funds are invested in general ETFs and two green bars that they are 
invested in specific ETFs. When the amount allocated to the asset class is sufficient to invest 
directly in individual securities, three bars on the chart are green. 

The right-hand graph indicates in real time the allocations to different asset classes in the 
investment universe as defined in the current settings. It also displays the number of 
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securities in the investment universe and the percentage of the overall universe represented 
by these securities. 

You have the option of completely excluding one or several asset classes from the 
investment universe by unchecking the relevant boxes in the list. You can also define your 
preferences in more detail for each of the four asset classes by clicking on them. 
 

2.1 Equities 
When you click on the equities asset class, the sectors and geographical regions – broken 
down into sub-sectors and sub-regions – are displayed on the right. To define the investment 
universe for equities, you can simply check or uncheck the sectors and regions of your choice. 

You can also personalise the investment universe for equities by using filters (black list and 
white list) and the weighting preferences at the bottom of the screen. 

Black list and white list 
The black list enables you to draw up a list of individual securities to exclude from your 
portfolio. The white list is the list of securities that you want to include in your portfolio. 
Please note that it is impossible to guarantee that the securities on the white list will actually 
be included in the portfolio. Taking into account the risk restrictions on the basis of the 
maximum risk level indicated under "Parameters", it may be impossible for the algorithm to 
find an optimal solution that includes the securities from the white list. 
 
Sector and geographical weightings 
You can change the sector and geographical weightings in your portfolio by clicking on 
"Define" under "Weighting preferences" at the bottom of the screen. In the input screen 
displayed, simply slide the cursor to the right (overweight) or to the left (underweight) for 
each sector and each region. You can return to a neutral weighting at any time by positioning 
the cursor in the middle. 
 
 
2.2 US fixed-income securities 
As with equities, you can specify your investment universe for US fixed-income securities by 
checking and unchecking the sub-categories that are displayed when you click on the asset 
class. 
 
 
2.3 Non-US fixed-income securities 
As with equities, you can specify your investment universe for non-US fixed-income securities 
by checking and unchecking the sub-categories that are displayed when you click on the 
asset class. 
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2.4 Commodities 
As with equities, you can specify your investment universe for commodities by checking and 
unchecking the sub-sectors that are displayed when you click on the asset class. 
Once you have finished personalising your investment universe, click on "Next" to move on 
to the next step. 
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3. Simulation 
	

3.1 Backtest 
When you click on "Next", the system constructs the optimal portfolio and calculates the 
past performance of the strategy, taking into account the parameters and the investment 
universe suggested by the Robo-Advisor or defined by the user. This backtest goes as far 
back in time as the historical data will allow. 

Following the backtest, you can choose whether or not to display the performance of the 
strategy or the risk trend (drop-down menu on the top right of the graph) and whether or not 
to display the periodic reallocations and reallocations on the basis of risk (drop-down menu 
on the top left of the graph). In the drop-down menu underneath the graph, you have the 
option of choosing an index to which to compare the performance of your strategy. It is also 
possible to zoom in on a period of your choice using the cursor underneath the diagram or to 
display the individual performances of different asset classes by clicking on the "Asset 
classes" tab in the right-hand graph. 

In the "Statistics" section at the bottom of the screen, the tool displays the statistical data 
that are relevant to the strategy. 
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Performance 
Overall performance of the strategy since the start date of the backtest. 

CVaR («Conditional Value at Risk») 
More conservative measure of the risk of loss than the value-at-risk (VaR). The VaR indicates 
the market risk of the portfolio. For example, a VaR (95% over one week) of -2% indicates 
that the losses that may be suffered in one week are less than 2% with a probability of 95%. 
The CVaR indicates the average losses suffered beyond the VaR. 

Return 
Weekly average return of the strategy on the basis of the maximum defined level of risk. 

 
Volatility 
Annualised standard deviation of the weekly changes in the value of the strategy. 

 
Sharpe ratio 
Return of the strategy in relation to its volatility. The higher the Sharpe ratio, the better the 
return on the investment in question for the risk taken. 

 
Drawdown 
Maximum strategy loss during the period of the backtest. 
 

3.2 Compare several strategies 
You can create a new strategy by changing the reference currency, the level of risk or the 
investment universe (click on "Modify" in the right-hand graph). You can then simply click on 
"Simulate with the new parameters" to display the performances of the different strategies 
simultaneously in one graph. 

Once you have found the right strategy for you, you can select it by clicking on "Continue 
with the strategy". Please note that it is possible to configure and compare several strategies, 
but you can only invest in one of them. 
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4. Portfolio 
 

Once you have chosen your strategy, the Robo-Advisor displays the details of the relevant 
optimal portfolio. The "Optimal portfolio" tab contains the list of securities included in the 
portfolio. To display the portfolio allocations in terms of currency and asset classes, click on 
"View the diversification diagrams". 
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You can return to previous stages by clicking on "Back" if you want to make changes to the 
strategy. 

To implement the strategy and launch electronic management of the portfolio, click on 
"Invest – Place the orders". The system will then place the relevant orders for your account. 
Orders are generally executed within 48 hours, but may sometimes take longer. The 
configuration may not be changed while orders are being placed. 
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5. Reporting  
 
 
Once you have implemented the strategy of your choice, you have access to the 
following sections from the menu: 
 

• View reporting in full  
• View strategy in full  
• View account in full  
• Administration  
• Help  

 
 

5.1 View reporting in full 
This section summarises the portfolio's value, performance, risk (CVaR) and 
diversification in terms of sector, geography and currency. 
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5.2 View strategy in full 
The first screen of the view of the strategy in full contains a summary of the parameters 
and preferences of the strategy and a menu with the following options: 
 
 

 
 

Modify 
For modifying the parameters and preferences of your strategy. This triggers a 
reallocation of the portfolio to reconstruct the optimal portfolio according to the new 
preferences. 
 
 
Manual reallocation 
For carrying out a portfolio reallocation manually in order to realign investments to the 
optimal portfolio. 
 
 
Start (only appears if the strategy has been stopped)  
For reactivating a strategy that has been stopped earlier. 
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Stop 
A strategy can be stopped at any time. In this case, the Robo-Advisor asks you if you 
want to end the reallocation process (this means that the portfolio is "frozen") or if you 
want to sell all the securities in the portfolio. 
 
 

5.3 View account in full 
The view of the account in full displays all details relating to the account. 
 
 

 
 
This view is similar to the view of a trading account in full. You have the option of closing 
one or more positions manually. If you click on close, the system liquidates the position. 
To avoid the allocation algorithm repurchasing the same security immediately, it is added 
to the black list. 
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5.4 Administration 
This section enables you to manage all elements of the account. 
 
 

 
 
 
My profile 
For managing your personal information, account options, security parameters, etc. 
 
 
Messages 
For accessing the messages and documents in your messaging service. 
 
 
Payment services 
For authorising and executing transfers. 
 
 
Transactions 
List of all transactions. 
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5.5 Help 
For more information or if you require assistance, please do not hesitate to contact the 
VIP Desk +41 44 825 88 44 or see our FAQs section. 
 
 
 

 

Learn how to use our Robo-Advisory solution online: 
en.swissquote.com/epb/demo-account 

 

swissquote.com/epb 

 

 

  


