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Qontigo
Recently formed Qontigo’s second win in this year’s SellSide Technology Awards is for the best sell-side market risk
product and comes courtesy of the firm’s Axioma Factorbased Fixed Income Risk Model. The model is designed to
help users manage risk and portfolio construction functions
and provide fixed-income investing insights to sell-side
strategy teams. It updates fixed-income risk factors on a daily
basis and is part of Qontigo’s Axioma Fixed Income Solutions
Suite, which also includes the Axioma Fixed Income Spread
Curves and the Axioma Granular Fixed Income Risk Model.
“Axioma came from pre-Qontigo days,” says Ian Lumb,
managing director at Qontigo. “Years ago, we started selling
optimization software to the finance community, so we have a
lot of clients that are already familiar with our optimization tools
and are using them to construct portfolios.”
According to Lumb, it made sense for the company to
develop a product that could operate alongside its existing
optimization tool. The model Qontigo created can be
distributed as a flat-file factor model and can interoperate
with other optimization tools or users’ own asset allocation
software or code. Qontigo has also been working on
integrating the product with its optimization tools through
Microsoft Azure.
Lumb explains that liquidity across fixed-income markets
has decreased steadily over the course of the last decade,
which has impacted fixed-income traders by way of making
reliable liquidity more difficult to source, affecting the quality
and likelihood of their executions. “All of these knock-on
impacts from the global financial crisis have meant that dayto-day transparency and liquidity and the prices you observe
on-screen, aren’t necessarily as real as you think they are,” he
says.
Lumb advises market participants to be skeptical when
large data vendors roll out complex, evaluated pricing models,
because, he says, the prices they see on their screens or in a
back-office feed that appear to have moved from the previous
day might lead them to believe they are “true,” when in reality
many have not actually changed, or there has been some
matrix pricing. “When you dig down and try to build a curve
or a risk factor from that input, you end up getting noise, not
signal,” he says.
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“All of these knock-on impacts from the
global financial crisis have meant that
day-to-day transparency and liquidity and
the prices you observe on-screen aren’t
necessarily as real as you think they are.”
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