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General:
Settings - External allows the user to remove assets or scenarii previously downloaded from external database providers. TrackRisk 
has embedded links to download data from Bloomberg or MacroBond.  In order to do so, a TrackRisk user needs a Bloomberg or a 
MacroBond licence.

SETTINGS: EXTERNAL



VaR Level:  
Common parameters for VaR are 1% and 5% probabilities. The probability level is about equally often specified as one minus the 
probability of a VaR break. By inputting 5% or 1% in the parameter boxes, the VaR would mean a one-time period 95% or 99% 
chance that the change in the return of the underlying asset won’t be greater that the one calculated by the VaR. TrackRisk w ill use 
these inputs to calculate the VaR levels of assets, portfolios and strategies and will show the results on different screens throughout 
the software (risk-return, what-if scenarios, optimisation scenarii, etc….).
Drawdowns Level: 
Maximum drawdown is defined as the peak-to-trough decline of an investment during a period. Input a drawdown level of your 
choice and the system will calculate the expected frequency of occurrence in number of years of such an event.
Minimum Historical Data:
Assets with insufficient historical data can be benchmarked to artificially extend the data series in the past. When analysing a
portfolio, the “Minimum Historical Data” parameter adjusts the starting date of the analysis to  a real data constraint.
Crash Standard Deviation:
Crash standard deviation also known as Expected Shortfall or CVAR (conditional value at risk) is a risk measure of the average loss of 
an asset or a portfolio given that the loss is occurring at or below a predefined quantile.
Risk Free Rate:
Input your own risk-free rate to calculate the Sharpe ratio, etc…
Hedging Cost:
Input an FX hedging cost which will be used to calculate the net return of an asset or a portfolio using a currency hedging strategy.
The hedging cost represents the observable bid/offer Libor spread or bid/offer swap spread expressed in % cost per annum.
Strategy Transaction Costs:
Input a transaction cost which will be used to calculate the net return of a dynamic investment strategy.
Fixed Fees:
Input a fixed fee, equivalent to a management fee, to calculate the net return of an asset or a portfolio.
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SETTINGS: PARAMETERS
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General:
Settings – Events allow you to define specific times/periods in history where you want to stress-test assets, portfolios or strategies. 
TrackRisk calculates returns and maximum drawdowns during such periods. 
Click on STRESS TESTS from the ACTIVITY menu to display the results.

SETTINGS: EVENTS
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General:
Type a group name then click on the following icon            to create it. Once created you can either modify it            or delete it            

Index Group: 
Create your own Index Group by  selecting as many assets as you want in the TrackRisk database. Once created the system will 
calculate correlations, alphas and betas between a specific index group and an asset or portfolio of your choice.

Risk Factors Group:
Create your own Risk-Factor Group by  selecting as many assets as you want in the TrackRisk database. Once created the system will 
provide a multi-regression analysis (Radar) between your Risk-Factor Group group and an asset or portfolio of your choice.

Peer Group:
Create your own Peer Group by  selecting as many specific assets as you want into TrackRisk database. Once created the system will 
provide a ranking analysis (see Group Ranking on the Activity screen) of the assets selected in the peer group. 

Default on/off
The user can apply a specific Index, Risk Factor or Peer Group by default for all analysis.. Simply click the Default On button on the 
selected group.

SETTINGS: GROUPS
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SETTINGS: TRACKRISK DATABASE

General:
TrackRisk database can contain thousands of assets from different asset classes.

Sliding Tabs:
You can apply multiple filters to select your assets and control the order of the filtering process. 
Slide the tabs sideways with the mouse to re-arrange the preferred filtering process.
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General:
“Allocations” allows to construct a portfolio               with equal or specific weights, using any asset within your database. The 
portfolio will then be analysed and displayed under ACTIVITY, PORTFOLIO.

Equal Weight: 
Click on “Equal Weight” to automatically equalize the allocation amounts across the assets selected in your portfolio.

Fees p.a (%):
Equivalent to a management fee, the input will be used to calculate the net return of an asset or a portfolio.

Amount: 
If the Equal Weight box is not ticked, enter manually a specific amount per selected asset.

Benchmark:
If a selected asset has a short historical series, the system allows to link a specific benchmark with a longer time series. 

SETTINGS: ALLOCATIONS
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General:
“Strategies” is a dynamic allocation process simulation. Each selected assets is invested conditional upon its scenario.
If the scenario is “on”, the portfolio invests in the asset. If the scenario is “off”, the portfolio ignores the asset. If the total investment 
across all assets is lower than 100%, at any point in time, the strategy invests the missing part in cash. If the total investment is 
higher than 100%, the strategies borrows cash. 

Equal Weight: 
Click on Equal Weight to equalize the allocations across assets.

Portfolio List:
Select or create a portfolio upon which a scenario will be ran.

Cash Asset:
Select a cash asset using your TrackRisk database. The selected risk-free asset will serve when the total investment across assets is 
below or above 100%, to place or borrow cash. 

Final Currency:
Select a currency for the portfolio. The net return of the strategy will be displayed in the selected final currency. If you want to hedge 
the associated FX risk, simply click on the hedging box.

Hedging Box & Hedging Cost:
Click ON the “Hedging Box” to automatically hedge FX risks in your portfolio. “Hedging Cost” is the Libor bid/offer spread p.a. used 
to calculate the total cost of FX hedging.

SETTINGS: STRATEGIES
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Leverage Cost:
When the strategy is leveraged (total investments exceed 100%), it borrows cash at the cash rate plus a leverage cost expressed in % 
per annum.

Fees p.a (%):
Equivalent to a management fee, the input will be used to calculate the net return of an asset or a portfolio.

Weight: 
If the Equal Weight box is not ticked, enter manually a specific percentage weight per selected asset.

Scenario:
Select a scenario for each individual asset of the portfolio.

Benchmark:
If a selected asset has a short historical series, the system allows to link a specific benchmark with a longer time series. 

SETTINGS: STRATEGIES



105

ACTIVITY: ASSET SELECTION

General:
Select your assets, portfolios or strategies. Select your currency and foreign exchange risk (open or hedged). Selected your return 
calculation (absolute or excess return above cash).

Excess Performance: 
If you wish to simulate your asset returns, not in absolute terms, but in excess return above cash rates, simply tick the “Excess 
Performance box”.

Assets:
List of assets available in the TrackRisk database.
Asset prices can be directly imported from Bloomberg or Macrobond as well, if you own a Bloomberg or Macrobond license, by 
clicking on the following icons: 

Portfolio:
List of portfolios /strategies created in TrackRisk using SETTINGS, ALLOCATIONS or STRATEGIES.

Original Currency:
The dropdown window allows to choose a specific currency which will be used to compute the asset(s) or portfolio(s) simulations. By 
default the dropdown list will choose the “original currency”. 

Hedging:
Tick the Hedging box to have the asset(s) or portfolio(s) returns 100% hedged in another chosen currency. The calculations will use 
the Libor bid/offer spread set in Settings-Parameters-Hedging Costs .
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User’s Default Group:
Select asset groups to calculate simple correlations, betas, alphas with asset 1 and asset 2, or multi-regression analysis.

Done (Asset Comparison):
Click to launch the asset(s) or portfolio(s) comparison calculations.

Done (Alpha):
Click to launch the alpha calculation of asset1 against asset 2.

ACTIVITY: ASSET SELECTION
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ACTIVITY: Asset 1 vs Asset 2

General:
Visualize the relationship between asset 1 and asset 2 either through a deviation tracking, a linear regression, a performance 
comparison or a rolling period on beta and correlation coefficient.

Perf. Comparison:
The user can highlight the 10 best and worst returns of asset 1 and check against the returns of asset 2  at the same dates.

Rolling Correlation:
12-months rolling correlation between asset 1 and asset 2.

Outperform/All:
Compares the cumulative outperformance/underperformance of asset 1 versus asset 2 over the whole period.

Outperform/Profits:
Compares the cumulative outperformance/underperformance of asset 1 versus asset 2 during periods of positive returns.

Outperform/Losses:
Compare the cumulative outperformance/underperformance of asset 1 versus asset 2 during periods of negative returns.
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ACTIVITY: ALPHA

General:
TrackRisk will calculate by default the long-term Beta value of Asset 1 versus Asset 2.   

Beta Value:
Click in the “Value” box to enter a specific Beta of your choice. TrackRisk will then re-compute the Alpha of Asset 1 versus Asset 2 
and other risk measures using the specific Beta value. If you select 100%, TrackRisk will analyse the traditional alpha between the 
two assets (asset1 – 100% asset2)
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Annual Compound Performance:
The traditional annualized return. This calculation measures the average growth rate that is achieved by an investment within a year. 
While investments usually do not grow at a constant rate, the compound annual return smoothes out returns by calculating an 
equivalent constant growth. This is a geometric mean that takes into account the cumulative effect of a series of returns. It takes 
into consideration the volatility of returns and the effect of negative returns upon the performance. 
Year-to-Date:
Performance since the beginning of the current year.
Last Performance:
Last return. Periods or frequencies can be daily, weekly or monthly. Go to SETTINGS – CREDENTIALS to select your frequency.
Best Performance:
Best single-period return over the whole data sample.
Worst Performance:
Worst single-period return over the whole data sample.
Success Rate:
Fraction of positive returns over the whole data sample.
Annualised Volatility:
Volatility is the annualized  standard deviation. It measures the degree of variation (dispersion) of returns around an average. It is
often considered as a risk measure. 
Annualised Downside Risk (0%):
This measure is similar to the standard deviation of the losses but the downside deviation considers only returns that
fall below a defined Minimum Acceptable Return (MAR) rather then the arithmetic mean. This measure takes into
account the asymmetry of risk. Go to SETTINGS – PARAMETERS to define your specific (MAR).

ACTIVITY: RISK-RETURN
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Value at Risk - VaR (99%):
At a given confidence α% level, the VaR is the minimum expected loss over a single time-period (monthly, weekly or
daily) α% of the time. In other words, in case of monthly data for instance, α months every 100 months, the investment is 
anticipated to loose more than the calculated Value-at-Risk.

Expected Shortfall:
This measure is an alternative to VaR that is more representative to the shape of the loss distribution in the tail of the distribution. 
The expected shortfall at α% level is the expected average loss, α% of the time.

Drawdown (10%) or (5%):
This is the peak-to-valley loss that an unfortunate investor, investing at a local maximum price and selling at a local minimum would 
suffer. X% drawdown is measured in a number of years and calculates the expected investment horizon where a x% drawdown 
becomes likely. This measure is calculated with a stretched exponential function fitting the distribution of drawdowns. Go to
SETTINGS – PARAMETERS – DRAWDOWN LEVEL to define your own drawdown %.

Maximum Drawdown:
This measure indicates the worst loss of such an investor, meaning that he bought at a local maximum price and sold at the 
subsequent lowest price, and this drop is the largest for the given time period.

Current Drawdown:
This measure indicates that the current NAV remains below the last running maximum for a given period.

Time to Recovery:
This is the period of time which was needed from the valley to recover from the maximum drawdown loss.

ACTIVITY: RISK-RETURN
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Fragility:
The Fragility Theory introduces a new variable in portfolio construction analysis: an asset’ sensitivities to its own fluctuations. Some 
assets dislike fluctuations, they are fragile by nature. Others benefit from fluctuations, they are antifragile and disruptive by nature. 
In finance, most risk assets lose value when volatility picks up; they are fragile. However, a limited number of other assets gain value, 
such as options or insurance contracts. They are antifragile. A fragile asset price trends upwards in times of calm market phases, and 
downwards in times of high volatility. An antifragile asset price behaves the opposite way.

Sharpe Ratio:
This ratio, initially called the reward-to-variability ratio, measures the return in excess of the Risk-Free Rate, also called the risk 
premium, compared to the total risk, measured by its standard deviation. Go to SETTINGS – PARAMETERS –RISK-FREE to define your 
own risk-free rate.

ACTIVITY: RISK-RETURN
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Beta to Benchmark (Global Period):
Shows the Beta of selected asset 1 vs. selected asset 2 across the total period.

Beta:

Measures the dependency of Asset 1 versus Asset 2  𝛽 𝑏𝑒𝑡𝑎 =
𝐶𝑜𝑣(𝑅1𝑅2)

𝑉𝑎𝑟(𝑅2)

Annualised Alpha:
Measures the excess return of Asset 1 versus Asset 2. 

Correlation:
Measures the correlation of Asset 1 with Asset 2.

Determination Factor:
The determination factor is 𝑅2 = 𝑃𝑥𝑦2 and is a measure of the goodness of fit.

Annual Jensen Alpha (0%):
This ratio quantifies the extent to which an investment has added value relative to a benchmark. The Jensen Alpha is equal to the 
Investment’s compounded annual return in excess of the risk free rate minus the Beta times the Benchmark’s compounded annual 
return in excess of the risk free rate. 𝛼𝑗= (𝑅𝐶𝐴𝑅-𝑅𝑅𝐹𝑅) - 𝛽 ∗ (𝑅𝐶𝐴𝑅

𝐵𝑒𝑛𝑐ℎ𝑚𝑎𝑟𝑘- 𝑅𝑅𝐹𝑅)

ACTIVITY: BETA
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Beta to Benchmark Up & Down Periods:
Same comparisons data as described for the calculation of the Beta for total periods but this time conditionned upon only up or 
down benchmark periods.

Up or Down with Benchmark:
It is a measure of the number of periods that the Investment was up, when the Benchmark was up, divided by the number of 
periods that the Benchmark was up. The larger the ratio is, the better.

Up or Down with Benchmark:
It is a measure of the number of periods that the Investment was down when the Benchmark was down, divided by the number of 
periods that the Benchmark was down. The smaller the ratio is, the better.

Outperform Benchmark Gain:
It is a measure of the number of periods that the Investment outperformed the Benchmark when the Benchmark was up, divided by
the number of periods that the benchmark was up. The larger the ratio is, the better.

Outperform Benchmark Loss:
It is a measure of the number of periods that the Investment outperformed the Benchmark when the Benchmark was down, divided 
by the number of periods that the benchmark was down. The larger the ratio is, the better.

ACTIVITY: BETA
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General:
Displays the Beta, Alpha and Correlation of asset 1 and asset 2 vis-à- vis the individual constituents of an INDEX GROUP. The INDEX 
GROUP is set-up in the SETTINGS-GROUP menu. 

Beta:

Measures the normalised covariance between Asset 1 and each constituent of the selected INDEX GROUP.  𝛽 𝑏𝑒𝑡𝑎 =
𝐶𝑜𝑣(𝑅1𝑅2)

𝑉𝑎𝑟(𝑅2)

R1= return series of asset 1 and R2= return series of asset 2

Annualised Alpha:
Measures the excess return of Asset 1 in comparison with each constituent of the selected INDEX GROUP. 

Correlation:
Measures the correlation of Asset 1 in comparison with each constituent of the selected INDEX GROUP.

ACTIVITY: REGRESSIONS
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General:
The Radar is a multi-regression of asset 1 and asset 2 returns against the selected risk-factors of the Radar.

R²%:
R-squared (R2) is a statistical measure that represents the proportion of the variance for a dependent variable that's explained by an 
independent variable or variables in a regression model.

Β%:
Example: Return(asset) = Beta1 * Return(factor1) + Beta2 * Return(factor2) + …+ Alpha.

σ %:
It refers to the standard uncertainty of the calculation. The calculation method uses a Monte-Carlo simulation, also called bootstrap, 
to measure the deviation of the calculation given (1) the model uncertainty and (2) the number of points used to fit the distribution 
(“stretched exponential function”) of returns.

VIF:
The variance inflation factor allows a quick measure of how much a variable is contributing to the standard error in the regression. 
When significant multicollinearity issues exist, the variance inflation factor will be very large for the variables involved. After these 
variables are identified, there are several approaches that can be used to eliminate or combine collinear variables, resolving the 

multicollinearity issue. 𝑉𝐼𝐹𝑗= 
1

1−𝑅²𝑗
. 𝑅𝑗

2 is the coefficient of determination when the 𝑗𝑡ℎ independent variable is regressed against 

the remaining K – 1 independent variables. If 𝑉𝐼𝐹𝑗 > 5, 𝑋𝑗 is highly correlated with the other explanatory variables. 

ACTIVITY: RADAR
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Sortino Ratio (0%):
It is defined on the same principle as the Sharpe ratio. However, the Risk-Free Rate (The Risk-Free is defined in SETTINGS-
PARAMETERS.) is replaced with the minimum acceptable return (MAR), i.e. the return below which the investor does not wish to 
drop, and the standard deviation of the returns is replaced with the standard deviation of the returns that are below the MAR
(Downside Risk). This parameter is an indicator that is more specifically appropriate for asymmetrical return distributions. This 
measure allows a distinction between “good” and “bad” volatility: it does not penalise portfolios with returns that are far from

their mean return, but higher than this mean, contrary to the Sharpe ratio. 𝑆𝑂𝑅 =
𝑅𝐴𝐶−𝑀𝐴𝑅

𝐴𝐷𝑅
RAC= Asset Annual Compounded Return  ADR= Annualised Downside Risk  MAR= Minimum Acceptable Return
Omega (0%):
The Omega ratio is the probability weighted ratio of gains versus losses for a given minimum acceptable return. The MAR or 
minimum acceptable return can be defined in SETTINGS-PARAMETERS-RISK FREE

Calmar ratio:
The Calmar ratio is the comparison of the average annual compounded return and the maximum drawdown of an asset or a fund.
It is another way to approach a potential investment on a risk-adjusted basis. The difference with the Sharpe ratio is that the Calmar 
ratio takes the maximum drawdown risk rather than the volatility.

Skewness:
This indicator (third order centred moment) measures the degree of asymmetry of a distribution around its mean. Positive skewness 
indicates a distribution with an asymmetric tail extending toward more positive values. Negative skewness indicates a distribution 

with an asymmetric tail extending toward more negative values. SK = σ𝑖=1
𝑁 𝑟𝑖−𝜇 ³

𝑁∗σ³

Excess Kurtosis:
This indicator (fourth order centred moment) allows the fatness of the distribution tails to be assessed. A large kurtosis means that 
there are extreme returns (outliers) compared with the Gaussian benchmark. The kurtosis of the normal distribution is equal to 3. 

The excess kurtosis is defined as the deviation from the normal distribution ( KUR - 3). KUR = σ𝑖=1
𝑁 𝑟𝑖−𝜇 ⁴

𝑁∗σ⁴

ACTIVITY: ADVANCED
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Beta Smile Definition:
The Beta Smile reflects the specific sensitivity of a selected asset or portfolio to respond to variations in a selected benchmark or 
market portfolio. The variations for the benchmark are measured in standard deviations over a chosen time sampling period. A 
perfect Beta Smile will show a rising Beta between an asset and its benchmark when the benchmark standard deviations are getting
larger, and a decreasing beta in the opposite situation.

Beta Smile Analysis Usefulness:
An analysis of the Beta smile between two assets is useful to uncover hidden asset or portfolio behaviors/relationships in specific risk 
quantiles of the distribution. 

Sampling Period:
Window size.

Tables:
Displays the Beta of asset 1 and asset 2 at different levels of standard deviation moves versus a selected market. Here the l ist of 
markets comes from INDEX-GROUP.  

ACTIVITY: BETA SMILE
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General:
The table shows asset 1 and asset 2 correlation, beta and alpha versus a selected risk factor when returns are positive or negative.

Sampling Period:
The sampling period defines the time window to calculate the regression. For instance in a monthly periodicity, a sampling period 
equals to 3 means that the correlation is calculated over rolling quarterly returns.

Tables:
Click on one of the available index to change the linear regression graph. The table displays several measures: a) the total period 
Beta (B%) as well as the Beta when the market index goes up or when the market index goes down, b) the average annual alpha and 
c) the total period correlation as well as the correlation when the market index goes up or down.

Red Point on the Graph:
Last point.

ACTIVITY: LINEAR REGRESSION
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General:

The graph displays the 10 best or worst months of asset 1 and the associated performance of the asset 2 and the selected risk factor 
coming form the list of assets in any pre-defined Index Groups. 
Performance comparison is helpful to visualize the historical behavior of an asset, a portfolio or a strategy against a list of markets in 
specific months.

ACTIVITY: PERF COMPARISON
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General:
“Rolling” is a multiple regression analysis over a moving window. The purpose of the analysis is to check the stability of an asset in 
terms of risk projections on selected factors.

Rolling Period:
Full period.

Sampling Period:
Window size.

Time Lag:
The system allows to move forward or backward the asset time series to verify potential desynchronised dependencies with risk
factors.

Miscellaneous:
The user can display either the Beta or the Coefficient Correlation with or without the rolling performance of the selected asset.

ACTIVITY: ROLLING
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Performance:
TrackRisk displays the performance or the excess performance (if the excess performance box has been ticked in ACTIVITY – ASSET 
SELECTION) of the selected asset(s) or portfolio(s) during specific periods. TrackRisk lets you define the periods in SETTINGS-EVENTS. 
The table on the left shows the name given to the event, its start and end dates, the performance and the maximum drawdown of
the asset(s) between these dates and its time to recovery. The time to recovery is the time taken by the asset to reach its previous 
NAV peak.

Maximum Drawdown:
TrackRisk displays the maximum drawdown of the selected asset(s) or portfolio(s) during specific periods. TrackRisk lets you define 
the periods in SETTINGS-EVENTS. The table on the left shows the name given to the event, its start and end dates, the performance 
and the maximum drawdown of the asset between these dates and its time to recovery. The time to recovery is the time taken by
the asset to reach its previous NAV peak.

ACTIVITY: STRESS TESTS
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Specific Beta:
Beta of the asset vis-à-vis each risk factors  using a given rolling period and a given graphic date.

All Estimated Betas:
If “All Estimators Beta” is ticked, the graph will display the beta of the selected assets vis-à-vis each asset of the “Risk Factor Group”. 
The beta is calculated over the selected rolling period preceding the graphic date. 

Rolling Periods:
Changes the rolling period for beta calculation.

Graphic Date:
Changing the Graphic Date will recalculate the beta.

ACTIVITY: STYLE ANALYSIS
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Rolling Style Analysis Quality Factor  (Graph) - 0__50%__100%:

The regression quality increases with the colour darkness.

Graph:
The main graph displays integrated several choices:
1. If the “All Estimators” box (Betas) is ticked, the graph will show the asset(s) rolling average betas vis-à-vis each component of 

the risk factor group. The calculations will use the defined rolling periods over the whole dataset.
2. If the Graphic Date is changed, a ruler appears on the graph and the betas of the asset(s) on the specific period (start  date to 

graphic date) will be recomputed in the table on the left of the screen.
3. If one of the risk factors is ticked in the table on the left side of the screen, the graph will display the rolling beta of the asset(s) 

vis-à-vis the chosen risk factor.

ACTIVITY: STYLE ANALYSIS
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General:
A scenario is simply a filter in the past. When a scenario =1 on a given date, the scenario becomes active for the following time 
period. When a scenario=0, it becomes inactive. Scenarii can be imported in TrackRisk from different sources such excel, Bloomberg 
or MacroBond. In the following example, the scenario refers to disinflation periods in the Euro area; 

Histogram:
Click the Histogram box to display the asset(s) or portfolio(s) risk-return measures when a selected scenario conditions kicks in. The 
histogram will display the annual compound performance, the annualized volatility and the maximum drawdown during these 
specific periods.
Hover the mouse above a bar to display data.

Scatter Plot:
The Scatter Plot box will also display the asset(s) or portfolio(s) risk-return measures when a selected scenario kicks in. The display 
will appear under a scatter plot.  Use the Y Scale and X Scale dropdown boxes to change the Y and X axes definitions. Hover the 
mouse above point to display the risk-return data, and right-click on a datapoint to open a historical return graph of the asset(s) or 
portfolio(s) during the scenario periods.

ACTIVITY: SCENARII
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General:
The Radar graph illustrates the multi-regression factors explaining statistically the asset return distribution. Please note that the 
factors are represented in absolute terms and therefore can either be positive or negative.

Style Analysis:
Style analysis is a multi-regression analysis describing the relationship between one variable and various factors taken all together. It 
involves a variable to be explained called the dependent variable Y (asset, fund…) and additional explanatory variables or predictors 
X (risk factors, indexes…) that are thought to produce or be associated with changes in the dependent variable.  Ŷ = 𝛽0 + σ𝒾=1

𝐾 𝛽𝒾 𝜒𝒾
where 𝛽𝒾 are found with the last square method.

RSquare:
In this case, the determination factor, 𝑅2 reports the proportion of total variation in Y explained by all X variables or predictors taken 
together.

ACTIVITY: RADAR
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General Concept:
The Fragility Theory introduces a new variable in portfolio construction analysis: an asset’ sensitivities to its own fluctuations. Some 
assets dislike fluctuations, they are fragile by nature. Others benefit from fluctuations, they are antifragile and disruptive by nature. 
In finance, most risk assets lose value when volatility picks up; they are fragile. However, a limited number of other assets gain value, 
such as options or insurance contracts. They are antifragile. A fragile asset price trends upwards in times of calm market phases, and 
downwards in times of high volatility. An antifragile asset price behaves the opposite way.

Variance:
Monthly variance, or volatility squared, of the selected asset.

Intercept:
Means expected excess return of the asset at variance = 0.

Fragility Slope:
The Fragility slope displays the index return sensitivity to risk measured by the variance of the asset.

ACTIVITY: FRAGILITY
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Stretched Exponential Function (𝑭𝑺𝑬):

This function is used to fit the return distribution. The first advantage of this mathematical function, as compared with Gaussians or 
exponentials for instance, is that the fit can adjust to the fat tail nature of the distribution, therefore better capturing various types 
of investments returns including traditional equity or bond exposures as well as hedge funds and other fat tail investment strategies. 
The second advantage of this mathematical function is that it is not necessary to have a significant number of data (in the 
alternative universe, the frequency of the data is often monthly). This function allows one to calculate the Value At Risk (VaR ), the 
Expected Shortfall ( ES ) and the X% drawdown (by calibration of the drawdown distribution)

𝐹𝑆𝐸
(𝑟)

= 𝐴0𝑒 ⁻(
𝑟

𝑟0
)^ᶻ

𝕫 is the stretching exponent. The parameters 𝐴0 , 𝕣0 and 𝕫are obtained by using an appropriate optimisation method.

ACTIVITY: POWER LAWS
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General:
The “What-if” function simulates a modification in the assets’ weighting of a portfolio, and its consequences. By selecting a portfolio 
and clicking on the WHAT-IF icon on the main page, TrackRisk allows to modify the absolute amounts or the percentage of each 
asset of a portfolio and to recalculate historically its risk-returns’ parameters. The user can then compare the original and new 
portfolio on the same screen and run other quantitative simulations and analyses to the new WHAT-IF portfolio.

Manage Items:
The “Manage Items” function selects the calculations to be displayed in the tables and graphic module of the What-If function. To 
get a What-IF new portfolio, you need to change the weights of the portfolio assets. In order to do so, go to the Manage Items L ist 
and make sure to highlight the what-if amount and allocation items in the allocation section. Then go back to the previous screen to 
change some asset’s weights and click compute to get the new what-If portfolio.

Portfolio Effect:
Highlights the monthly rebalancing contribution of the assets to the portfolio performance.

Click on the arrows to change the display of the portfolio by Zone, Country, Class, Type, Sector, Industry…

ACTIVITY: WHAT-IF



129

General:
The optimization model is a genetic algorithm imitating the natural selection process of living organisms and converging towards the 
“best of breed” portfolio. 

Utility Function:
The Utility function is the scoring function of a portfolio. It is defined as a portfolio return minus potential penalty cost associated 
with excess risk.

Minimum:
The minimum investment amount is 0% by default, but the user can input a minimum allocation for each asset of the portfolio.

Maximum:
The maximum investment amount is 100% by default, but the user can input a lower maximum allocation for each asset of the 
portfolio.

Historical:
Displays the expected return of an asset based on its historical annual compounded return.

Expected:
The user can modify an asset expected return by clicking on “Expected” and by inputing its own expected return for the asset. 

Initial:
Initial weights of the assets before any optimization.

ACTIVITY: OPTIMIZATION
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New:
Displays the new weights for the assets once the optimization has been computed. The optimization process and the new weights
will also integrate new information coming from the minimum, maximum allocations, and new expected return. 

Difference:
Displays the difference between the new and initial weights of all assets.

Utility Function:
Select a parameter to optimize the initial portfolio in the Utility Function section. For example tick the box next to “Excess Volatility” 
and input “10” in the “Target” Box. Then choose the Penalty cost in % of 1% excess of the input limit of the Target box.
The system will optimize the initial portfolio under the new objective which is to contain volatility below 10%.

Miscellaneous:
Always click on Compute after a change of parameters.
Click on MAIN to get back to the default main screen and to get an historical graph of the initial and optimized portfolio.
Then use all other functions to compare the new optimized portfolio to the initial one. 

ACTIVITY: OPTIMIZATION
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General:

Group ranking is a quick way to check how constituents of a portfolio perform vis-à-vis each other. For instance, by creating a 
portfolio with all the financial stocks of the S&P 500, Group Ranking will allow to rank in ascending/descending order the list of 
companies according to the selected items in the Managed Items List (Performance, VaR, Skewness …).
Just click on the column title to rank the portfolio constituents.

ACTIVITY: GROUP RANKING
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General:

Select Group Correlation Matrix and a portfolio. TrackRisk will display a correlation matrix between all the assets in the portfolio. The 
user can chose a specific time frame over which the correlations will be calculated. 

ACTIVITY: GROUP MATRIX CORRELATION
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General:
TrackRisk displays the correlation, beta and alpha of asset 1 and/or asset 2 versus the constituents of an Index Group in positive or 
negative markets. This is quite useful to have a snapshot on the behavior of an asset or a portfolio against multiple assets.

Beta Smile Definition:
The Beta Smile reflects the specific sensitivity of a selected asset or portfolio to respond to variations in a selected benchmark or 
market portfolio. The variations for the benchmark are measured in standard deviations over a chosen time sampling period. A 
perfect Beta Smile will show a rising beta between an asset and its benchmark when the benchmark standard deviations are  getting 
larger, and a decreasing beta in the opposite situation.

Beta Smile Analysis Usefulness:
An analysis of the beta smile between two assets is useful to uncover hidden asset or portfolio behaviors in specific risk quantiles of 
the distribution. 

Sampling Period:
Window size.

ACTIVITY: ASSOCIATED INDEX GROUP
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General:
The Radar is a multi-regression of asset 1 and asset 2 returns against the selected risk-factors of the Radar.

R²%:
R-squared (R2) is a statistical measure that represents the proportion of the variance for a dependent variable that's explained by an 
independent variable or variables in a regression model.

Β%:
Example: Return(asset) = Beta1 * Return(factor1) + Beta2 * Return(factor2) + …+ Alpha.

σ %:
It refers to the standard uncertainty of the calculation. The calculation method uses a Monte-Carlo simulation, also called bootstrap, 
to measure the deviation of the calculation given (1) the model uncertainty and (2) the number of points used to fit the distribution 
(“stretched exponential function”) of returns.

VIF:
The variance inflation factor allows a quick measure of how much a variable is contributing to the standard error in the regression. 
When significant multicollinearity issues exist, the variance inflation factor will be very large for the variables involved. After these 
variables are identified, there are several approaches that can be used to eliminate or combine collinear variables, resolving the 

multicollinearity issue. 𝑉𝐼𝐹𝑗= 
1

1−𝑅²𝑗
. 𝑅𝑗

2 is the coefficient of determination when the 𝑗𝑡ℎ independent variable is regressed against 

the remaining K – 1 independent variables. If 𝑉𝐼𝐹𝑗 > 5, 𝑋𝑗 is highly correlated with the other explanatory variables. 

ACTIVITY: ASSOCIATED RISK FACTOR GROUP
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General:
The Risk Factor Group is used for the TrackRisk multi-regression analysis of selected asset(s) on specific risk factors. The risk factors 
are the assets selected when a Risk Factor Group is created in Settings: Groups: Risk Factors.

Beta Smile Definition:
The Beta Smile reflects the specific sensitivity of a selected asset or portfolio to respond to variations in a selected benchmark or 
market portfolio. The variations for the benchmark are measured in standard deviations over a chosen time sampling period. A 
perfect Beta Smile will show a rising Beta between an asset and its when the benchmark standard deviations are  getting larger, and 
a decreasing beta in the opposite situation.

Beta Smile Analysis Usefulness:
An analysis of the Beta smile between two assets is useful to uncover hidden asset or portfolio behaviors in specific risk quantiles of 
the distribution. 

Sampling Period:
Window size.

ACTIVITY: ASSOCIATED RISK FACTOR GROUP
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Specific Beta:
Beta of the asset vis-à-vis each risk factor  using a given rolling period and a given graphic date.

All Estimated Betas:
If “All Estimators Beta” is ticked, the graph will display the beta of the selected assets vis-à-vis each asset of the “Risk Factor Group”.

Rolling Periods:
Changes the rolling period for beta calculation.

Graphic Date:
Changes the Graphic Date for beta calculation.

ACTIVITY: ASSOCIATED RISK FACTOR GROUP
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General:

The SCENARIO function helps you visualise the impact of a pre-defined SCENARIO on selected asset(s) or portfolio(s). 

As for other TrackRisk functions, the benchmark can be a single asset or a portfolio, the currency in which the scenario performance 
is calculated can be hedged or unhedged.

Once the ASSET 1, the SCENARIO, and the CURRENCY are selected, the output can use all the other simulation functionalities apart
from OPTIMIZATION and WHAT-IF.

ACTIVITY: SCENARIO
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General:

The STRATEGY function helps you create a systematic allocation between an asset (ASSET 1) and a risk-free asset (STRATEGY RISK-
FREE ASSET) depending on the condition embedded in a SCENARIO.

As for other TrackRisk functions, the benchmark can be a single asset or a portfolio, the currency in which the strategy performance 
is calculated can be hedge or un-hedged.

Once the ASSET 1, the SCENARIO, the RISK-FREE and the CURRENCY are selected, the output can use all the other simulation 
functionalities apart from OPTIMIZATION and WHAT-IF.

ACTIVITY: STRATEGY
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General:

Store the simulations and analyses you do not want to loose. Click on “Favorites” and give a name to your simulation. The analysis 
will be stored in the system, and ready to be uploaded whenever you click on it. It will be updated with the latest data.

ACTIVITY: FAVORITES



140

General:

Click on the EXPORT button to download calculations. The data downloaded in a spreadsheet will include risk/returns, track records, 
performances & prices, exposure to benchmarks, exposure to index groups and style analysis (risk factors).

ACTIVITY: EXPORT
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General:

Design your own report with the REPORT function. Links to texts, numbers, tables, graphs are embedded in an TrackRisk/Excel 
function. 
Once it is saved, TrackRisk will update automatically all the data, graphs, etc.. imported in the spreadsheet before the report is 
produced on a PDF format.

ACTIVITY: REPORT


