
Improving on fundamental research 

The rise of the digital economy has brought with it countless new ways to identify, measure and track useful information. 
Advances in data science are making it possible for investors to better understand and monitor important developments in real 
time rather than waiting to hear about them from the company, government body or news outlet. This is particularly valuable 
on the global stage, where many companies don’t necessarily report on a quarterly basis and the fl ow of information can vary 
across borders. In instances of ambiguity or uncertainty, incremental information can often be the most powerful lever to add 
value to a decision.

Information is the cornerstone of investment research. Traditional investment managers gather information by conducting 
rigorous analysis of companies’ incomes statements, balance sheets and cash fl ow statements to understand the progression 
of growth in a business. They also leverage information from meetings with company management, competitors, suppliers and 
others to better understand the competitive landscape and fi ne tune their forecasts. This remains a vital and effective approach 
to appraising the forward-looking value of a business. Traditional investment managers have relied on largely the same sources 
of information for a long time with the primary advantage being driven by the analysts and their interpretation of information. 
However in today’s information age where the digital universe is expected to double every two years,1 we are seeing more and 
more non-traditional sources of information that can be utilized to generate better predictions and enable smarter decisions. 
As business activity is increasingly digitized, more and more new sources of information are emerging.

In 2014, Schroders created the Data Insights Unit (DIU) in recognition of the increasing importance of non-traditional 
sources of information. The team is composed primarily of data scientists and has been growing rapidly since its launch 
as it continues to develop valuable tools to further Schroders’ research efforts. Its primary function is to serve as pioneers 
of information acquisition and exploitation by partnering with the portfolio managers and research analysts spanning the 
globe to help them develop insights to questions not easily answered through traditional research. The DIU’s focus is on 
making sense of very large and unconventional data, so Schroders’ investors can act on the information to make better 
investment decisions. 

Big data has radically transformed the business landscape, enabling leaders of 
companies to measure and manage their businesses more precisely than ever before. 
In this article, the Schroders Data Insights Unit shines a spotlight on this prolifi c science 
and provide instances in which ‘unorthodox’ data – under the right analysis – has 
been transformed into distinct insights that can dynamically complement traditional 
fundamental research…and ultimately, security selection.

“We are drowning in information but starved for knowledge.” — John Naisbitt (Author of Megatrends)
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1 The Digital Universe in 2020: Big Data, Bigger Digital Shadows, and Biggest Growth in the Far East – by John Gantz and David Reinsel – December 2012
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Portfolio managers typically need to make decisions with information based on the “best 
effort” conclusions of the research teams’ exhaustive work and judgments. Data science 
provides a natural extension to fundamental research by striving to identify any remaining 
blind spots and gather further information from non-traditional sources to support or 
challenge those conclusions. We view the role of the data scientists as simply to provide 
added insight on the basis of analysts’ questions, not to make the investment decisions. 
Over time, we envision this partnership evolving into one where the data scientists are 
increasingly imbedded within the investment teams’ regular meetings to better understand 
the key questions and propose timely and innovative solutions. 

Schroders DIU is using a vast range of tools to source and deliver data which includes, 
but is certainly not limited to, survey data, open source data, web scraping, geospatial 
analysis, event detection and privileged access data. The team also utilizes several 
programming languages to acquire data and manipulate it more fundamentally and 
also uses a number of tools to help visualize data and share insight in a more intuitive 
manner. We have highlighted a few examples below to help illustrate:

  Open-source data
Open-source data is freely available to everyone and can come from any source, often 
published by bodies of science, government and other organizations. The US Food and 
Drug Administration’s Adverse Event Reporting System, which is a massive database 
used for understanding new safety concerns related to marketed products, is an example 
of open-source web-based data. Data scientists are able to interrogate such data visually 
and instantaneously and explore the data in an extremely agile way that is simply beyond 
the reach of standard web browser/spreadsheet approaches familiar to fundamental 
investment professionals. This approach can be utilized to gain a better understanding 
of the progression of many products and services of public interest, enabling the team 
to calibrate risks more precisely and providing Schroders’ research analysts with a 
valuable tool.

  Geospatial data
Geospatial data combines mapping analysis with statistical data and demographic data. 
This can be utilized to assess the feasibility of a company’s square footage expansion 
plans or to assess synergies in M&A deals. For example, when Ladbrokes merged with 
Coral (the #2 and #3 UK betting shops, respectively), the deal was subject to an in-depth 
competition probe and there was a wide range of speculation about the number of shops 
that would likely need to be divested for the deal to pass the competition commission 
review. The available estimates from the sell-side varied between 100 and 1,700 stores 
out of a total of 4,000, highlighting the lack of good information and the size of the 
opportunity for someone to get it right. The DIU was able to map all of the store locations 
for both (illustrated below) and then apply conditions that the commission would 
potentially consider adverse and optimize them under varying scenarios to determine a 
well calculated approximation of likely divestitures. Similar analysis has been conducted 
on other mergers and it can also be used to proactively identify pairings of businesses 
that offer signifi cant synergies and could be logical takeout candidates. 
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Source: Retail Locations, Schroders

  Brand sentiment
Intangible assets such as brand can also be analyzed by data scientists who can then 
develop a number of tools for analyzing and tracking changes in brands’ health as well 
as against its competitors and sector. Utilizing techniques that analyze search trends as 
well as research panels that analyze input from tens of thousands of data points, the 
data scientists can formulate a real time picture of a brand’s health. 

To demonstrate how this would work we recently assessed a leading UK luxury fashion 
company that sells globally to determine whether the observed earnings weakness was 
refl ective of temporary issues (as claimed by the company’s management) or if there were 
potentially larger issues looming around the brand. By extracting data from global search 
trends, de-seasonalizing the data and indexing it, we determined that the brand’s health 
was actually more resilient than anticipated. This project also demonstrated the team’s 
ability to provide regional insight that is often diffi cult to obtain and provided the investors 
with comfort that the earnings issues were likely temporary.

  Consumer data (polling)
Having immediate access to real-time consumer information by constructing and 
conducting surveys can be an extremely benefi cial asset toward gathering useful real-
time consumer feedback and making smarter decisions about consumer product related 
companies. We recently evaluated a well-known wearable technology company that had 
its IPO in mid 2015. Our objective was to get more information about consumer behavior 
and retention rates to better understand the sustainability of growth looking forward. By 
working with market research fi rms to construct a survey with over 400 product users, 
within a couple days we had determined that daily users were still using it a year later, 
whereas more casual users were not. This provided signifi cant further insight into the 
company prospects. Similar projects are being conducted for many brands, particularly 
to monitor recovery rates after any reputational damage, which can provide valuable 
insight not effi ciently captured in share prices. 

Figure1: Merger analytics: Providing instant modeling of divestment potential post 
merger based on store-by-store analysis



4 Using data science to capture better fundamental insights

Important Information: The views and opinions contained herein are those of the Schroders Data Insights Unit and  Global and International Equities team, respectively,  
as of April 2016, and do not necessarily represent Schroder Investment Management North America Inc.’s house view. These views and opinions are subject to change. 
Companies/issuers/sectors mentioned are for illustrative purposes only and should not be viewed as a recommendation to buy/sell. This report is intended to be for information purposes 
only and it is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The material is 
not intended to provide, and should not be relied on for accounting, legal or tax advice, or investment recommendations. Information herein has been obtained from sources we believe 
to be reliable but Schroder Investment Management North America Inc. (SIMNA) does not warrant its completeness or accuracy. No responsibility can be accepted for errors of facts 
obtained from third parties. Reliance should not be placed on the views and information in the document when taking individual investment and / or strategic decisions. The opinions 
stated in this document include some forecasted views. We believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what we currently 
know. However, there is no guarantee that any forecasts or opinions will be realized. No responsibility can be accepted for errors of fact obtained from third parties. While every effort has 
been made to produce a fair representation of performance, no representations or warranties are made as to the accuracy of the information or ratings presented, and no responsibility or 
liability can be accepted for damage caused by use of or reliance on the information contained within this report. Past performance is no guarantee of future results. Further information 
about Schroders can be found at www.schroders.com/us. © Schroder Investment Management North America Inc. 875 Third Ave – 22nd Floor, New York, NY 10022 
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Mark joined Schroders as Head of Data Insights in 2014, where he is 
building a platform to use data to provide new insights and improve the 
effi ciency and quality of investment decisions and to give Schroders an 
‘information edge’ over competitors.  

In 1999 was recruited by the McLaren F1 team as a Race Strategy 
Analyst.  In 2002 he moved to Tesco, initially reporting on trade 
performance and analyzing customer spending behavior and then heading 
up the analytics team in the Site Location Planning function. In 2007 he 
became Chief Technology Offi cer of Talent Innovations, a start-up selling 
online 360 degree feedback software. In 2012 he joined Telefonica Digital, 
as Head of Analytics of Smart Steps, their ‘big data’ monetization division.

Ben is currently a fund manager for Schroders’ Global Climate Change 
strategy and has lead responsibility for Data Insights across all investment 
classes within Schroders. He is based in London.

Ben initially joined Schroders in 1999 as a graduate. From 2000, he was 
an analyst with Schroders’ Pan European research team where he had 
responsibility for construction, basic materials and oil & gas sectors. He 
later became a global basic materials sector specialist and spent time 
working as an EAFE portfolio manager.

In 2005, Ben worked for the UK Ministry of Defense as a senior analyst 
conducting geopolitical risk analysis before returning to Schroders in 2013.

Mark Ainsworth,
Head of Data 
Insights

Ben Wicks,
Research Innovation, 
Schroders

Conclusion 

These are just a handful of examples of the ways data science can help investment teams 
to refi ne and improve their forecasting accuracy. The quantity of information available today 
for investment research purposes is proliferating at a rate far faster than can be adequately 
absorbed and processed using traditional industry practices and skillsets. Global trends in 
digitization, open data and technology are creating vast streams of alternative data that are 
often highly unstructured and extremely obscure, but nevertheless contain valuable 
deep insight. 

At Schroders, the mission statement of the DIU is to spearhead the acquisition of such new 
and potentially unorthodox datasets, then process these for the rich information they contain, 
intersect them with further information to discover hidden patterns and connections, and share 
the distilled insight across our entire investor base. The unit is sponsored and closely guided 
by key investors within the fi rm to ensure all its work uniquely serves our clients’ needs, and is 
connected to all of our investment classes and regions to ensure its impact is maximized. The 
development of the unit represents an exciting and transformative step for Schroders as an 
additional tool for our fundamental research efforts and an illustration of our focus on innovation. 
While we are pleased with the work being undertaken by this unit and the tools they have 
developed thus far, we recognize that we are just scratching the surface and the opportunities 
for this group to create value will continue to expand as the digital universe expands.


