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ETF 2.0 : Mega-Blockchains
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MARTIN FORD

RISE OF

"the hurdle machines
have to cross to out-
perform humans with

college degrees isn't that
high.”

THE
ROBOTS

TECHNOLOGY. AND THE ImE;HT
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Human Computers

Pit Traders,

Runners

Modelling Actuaries

Market Makers

Clerks

Data Entry Keyers

Sell Side Analysts



"Until they became
conscious they will
never repel, and until
after they have
repelled they cannot

Decome Consclious.
1984




Asset Manage *

Hum‘an human mtensw‘e !
Dlglta\ restricted, 10 servieing anad com’munlcatmﬂ
e "High«premium:; low transparency P T T



Poor stewardship and ESG

Star Manager Culture

Rise of Passive

Supertankers

Slases



DISADVANTAGES OF ‘BIG:

Supertanker Funds_ _ Bt

o Mo o

. Burgeoning size relative to holding, exposures
. Reinvestment burden and slippage costs

« Redemption risk, star manager syndrome

o Dilution of alpha, rising risk mgt

e (Cash drag to cover box flows



pur'E. we al\
Consultomts here?
Does onyone -:s.:-’rum‘nf,

wWork here?







P i s

e Embedding Price into Multi-P rating

o Judgemental versus |angible factors
o Aggregation - Value Proposition [rap
e Alpha BUT not at any cost



Behavioural Biases

Relationship

Mediocre Choices

Impact on Cost



Self-Regulation giving way to Big Brother

Scrutiny and shortening of value chain

-ee compression and transparency

—asler access through technological innovation

Increased individualism and investor choice



Electronic Trading

Program-Program

Simpler Value Chains

—alling Costs and Fees

Automation. De-humanised

Robo-advisors

Traditional roles give way to Fintech

19



Robo Everything
Block Everything (IOT)

Do 0 © 0 o€

Automated 1 Zero
clearing “TED O




Innovative guantitative models to assess funds

Dynamic Distribution Technology - XALT
Multi-factor analysis
Innovating Fund Distribution

Improving messages to buyers




Start-up aims to be ‘Morningstar meets TripAdvisor’

. Allows fund influencers to assess and upload ratings

Investors can track fund selectors’ track records
Construct theoretical portfolio of funds
‘Wisdom of crowds’ philosophy, free to use

©@ SharingAlpha



GUIDETODOOR. CUM

. Global Digital Due Dlhgence p[atf@rm

. Best pr-ae-trce-- A-PFI fan@irGurdancef ﬁaﬂeis. '
: ngttally seoure data |n the Cl@ud
. Creates eﬁmenay f@r Asset Managers and Buyers

. Allows customisation; avoids conflict ;{pd | B0



. Carbon research

. Sustainability intelligence nsnuth pole
group

. Sector ESG reports

« Index construction

SUSTAINALYTIC

. Corporate Governance advisory




Header

Hash Of Previous Hash Of Previous Hash Of Previous
Block Header Block Header Block Header
Merkle Root Merkle Root Merkle Root

Block 1 Block 2 Block 3
Transactions Transactions Transactions




E.g. Complexity network
by ontonix.com







Agency?
Machine Learning

Judgmental nudges

DNC + Program Synthesis

Asimov's Laws



® 3 Laws of Robotics

® Hard-coding protections and controls

® Fiduciary responsibility upon programmer
® How to know controls are working?

® Knowing if client’s needs have changed..
® Responsibility and Accountability?

29



Al + Block-chain

https://institute.fintechcircle.com/courses/course-v1:Beckett+C1+ETF_2.0/about



Needs

Decision
(IN)

Monitoring nodes

Cashflows

Trades

Liquidity

RiSkS

Decision
(OUT)

t = 12-120 months

31



“the more the adivision of lalbour
and application of machinery
extend, the more-does
competition: extena:-amoeng:the

WorkerZ:! _ N FO

- Karl Marx. Das Kapital

Jbbeckett@simpl.com by JB @JonSBeckett
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