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I. INTRODUCTION, SUMMARY
AND CONCLUSIONS

James L. Farrell delivered the
welcoming address at the Spring 2007
Seminar of The Q-Group®.

James Haskell described techniques for
reducing portfolio alpha and beta risk
without sacrificing returns.

A panel chaired by Joanne Hill
discussed the trading capacity of
securities markets and trading costs.

Harry Kat offered a number of papers
on the subject of hedge funds, focusing
on his model that generates returns with
the same statistical properties as a given
fund or index. He offered a example
and described uses for the model.

Eric Sorensen and Edward Qian
presented a modeling process to
maximize the Information Ratio in the
context of multiple managers and
multiple factors. A particular feature of
the process was integration of turnover
costs into the optimization.

Cynthia Tucker, the banquet speaker,
offered her views on national politics,
discussing the prospects for the next
election of a President, but also
describing public policy issues that she
believes are critically important but too
sensitive for this nation to face.

Mark  Warshawsky discussed the
Pension Protection Act of 2006 and its
implications for Defined Benefit and
Defined Contribution retirement plans.
He included the results of a survey of
plan sponsors.  Contrary to some
published criticism, he believes the
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legislation will have positive results and
described them.

Katrina Sherrerd moderated a panel on
the subject of future sources of alpha,
with the first question being just what
alpha is. The discussion continued on
the prospects for future alphas.

Olivia Mitchell reviewed the findings
reported in a survey of retirement
prospects for baby boomers, noting in
particular  differences from earlier
cohorts. The chief vulnerabilities for the
boomers appear to be a lack of
understanding and planning, especially
by those who need it most.

Robert Arnott and Clifford Asness
discussed Arnott’s introduction of non-
cap weighted market indexes, agreeing
on the usefulness of these, and their
superior performances, but disagreeing
on claims of novelty.

Andrew Weisman and Sandeep Patel
described the sources of hedge fund
alpha that can lead to significant
negative returns, and offered a method
of portfolio construction that is focused
on predicting left tail events in the
context of hedge funds.

Benson Durham described Extreme
Bound Analysis as a means of dealing
with model uncertainty. There are
different ways of determining which
explanatory variables to include in a
regression model, and EBA offers the
prospect of excluding a minimum of
useful information.
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