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How GSAM Blends Fundamentals With 
Quantitative Strategies For ARP Success

A phone interview with 
Armen Avanessians might 
involve a history lesson, 
maybe a little “simple math” 
and probably some self-
deprecating humor. If you 
remark that – at least, over 
a conference-call line – he 
doesn’t sound much like a 
quant, you might succeed in 
catching him off-guard. “I can 
assure you that at Goldman 
Sachs, everybody thinks of 
me as a quant,” he joked.

This is the mastermind 
behind Goldman Sachs Asset 
Management’s alternative risk premia and hedge fund replication 
strategies. Avanessians bridges the sometimes canyon-like divide 
between human-driven and quant-driven investing. And his bi-focal, 
fundamental-and-quant viewpoint might just be GSAM’s secret sauce. 
“At a very extremely high level I would say that what distinguishes 
us is our quantitative approach and form, our deep experience in 
understanding fundamental, successful investors and how they invest 
– that’s what we believe our competitive advantage is,” he said. 

Avanessians also laughs at how long he has been at Goldman 
Sachs. Since 1985, to be precise. He was hired by Lloyd Blankfein, 
then an FX head. He was a partner in 1999, when Goldman Sachs 
went public. But beyond his own sheepish comments about his long 
tenure in a world where many trade in their employer as often as 
their car, no one is questioning Avanessians’ quantitative pedigree. 
He joined Goldman with a Master’s in electrical engineering from 
Columbia University, an undergraduate degree from MIT, and a 

stint at research and development company Bell Labs. For years, 
he headed the investment bank’s 1,000 strong team of quants, or 
“strats” as they are known in Goldman-speak.

When he first started at the bank, he had to get up to speed 
quickly. “I was thrown into the middle of a spot and forward 
foreign-exchange desk,” he said. “I knew nothing about foreign 
exchange, I knew nothing about finance, but I had the benefit of 
being surrounded by sales people and traders who had extensive 
experience.” His mission – he said – was to not be fired. He set 
about that by diligently studying both the people and systems 
around him. “Luckily, I wasn’t fired,” he said, with some 
understatement.

In 2004, some of Avanessians’ colleagues in the equity 
derivatives strat group were researching the drivers of hedge 
fund returns. He was fascinated. “We were seeking to understand 
whether we could explain how hedge funds made money using 
– as the factors to explain it – tradeable, liquid instruments,” 
Avanessians explained. “Our approach was very practical – can 
you build portfolios that would explain a certain amount of hedge 
fund return by buying or selling liquid instruments?”

At the time, the group wanted to create an index that could 
be used as a hedging vehicle. “We didn’t really think of it as an 
investment vehicle in itself,” Avanessians said. But as the product 
developed, its potential became clearer. Goldman Sachs found 
investor demand and launched a SICAV vehicle in 2007, followed 
by a partnership with GSAM to launch a mutual fund in 2008.

GSAM’s Advantage
At GSAM, his team has shied away from creating index products, 
Avanessians said. Even though the products the group helps 
create use quantitative, systematic approaches, based on models 
that find optimal positions and optimal trades, they are more 

Goldman Sachs Asset Management took home the Global Alternative Manager of the Year accolade at EQDerivatives’ 
Volatility & Risk Premia Awards earlier this year. The fund manager leverages decades of insight into fundamental 
investing to inform its quantitative strategies, finding solutions for end users that go beyond systematic programs. 
Blending quantitative thinking with GSAM’s deep fundamental experience is no easy task – but for Chief Investment 
Officer Armen Avanessians, it’s been a natural evolution. Elinor Comlay interviewed Avanessians to find out more 
about GSAM’s approach.
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flexible than an index would be. And even though the trades and 
the investments are systematized, there is flexibility to enhance 
the product or individual strategies outside of the index form, he 
explained.

 “It’s a far more flexible approach and it’s actually what our 
investors are looking for,” he said. “Clients were coming to us and 
saying, ‘It’s all well and good to get liquid, transparent hedge fund 
returns in a cheaper way - because that was what the Absolute 
Return Tracker (ART) strategy was about - but we really have 
different objectives, we’re looking to generate absolute returns’. 
We know hedge funds are correlated to equities, but we don’t want 
equity beta. We are looking for the best of what you can provide 
in a cheap and transparent way but without equity beta.” It was 
natural that GSAM would take a next step that used the strategies 
as building blocks, not as a vehicle to create a hedge fund tracker, 
but to create an absolute return strategy that, on the whole, would 
not be correlated to equities and some of the other idiosyncratic 
risks that hedge funds have.

To say research is important to GSAM is an understatement. 
For Avanessians, it is important to continually push at current 
limits – for instance, he is always looking to improve the speed 
at which a new dataset can be analyzed. “At the end of the day, 
we are constrained by how efficiently we can do research,” he 
said. “That’s something that reflects Goldman’s philosophy, this 
group’s philosophy, my own personal philosophy: Investing in 
a technology base that makes research more efficient, makes 
trading, execution, more efficient.”

One of the activities of Avanessians’ team is to look at 
using quantitative technical techniques to outperform equity 
benchmarks. This group has also made an investment in using 
machine learning (mostly natural-language processing) to make 
equity investments. GSAM sees the greatest use of machine 
learning in processing data that’s been created by humans for 
human consumption, but on a very broad scale, finding linkages 
that individual analysts would not be able to make because of the 
sheer quantities of information that are available.

“What distinguishes us there is what distinguishes us 
everywhere else,” Avanessians said. “We do not throw a lot of 
data into some large soup and let the computer churn through all 
that data and pop out some investment data. We do not treat the 
computer as a black box. We start with an investment thesis and 
we will test that investment thesis using all these great techniques 
and if it works, it will go into our portfolios.” This approach 
works well in GSAM’s quantitative equity business. Avanessians 
said the group is continuing to research using those techniques 
for its alternative risk premia business, but so far it hasn’t found 
approaches it is satisfied would give performance to clients. 

“It’s the easiest thing to create a great backtest,” he said. But by 
far the bulk of the intellectual process  and diligence is in making 
sure that something works for the right reasons and not just 

because the data was optimized to make it work. “These are the 
nuances – what a quantitative person needs to do to ensure they’re 
not fooling themselves,” he said. “The easiest thing to do in this 
business is to fool yourself. Everybody wants to find something 
that works.”

Oftentimes Avanessians finds his role is to ask the questions that 
his team might not have thought of. “That cross checking is I think 
extremely valuable for a business – something to be skeptical,” he 
said. “And if my group were really skeptical, I would take the other 
side.” He says, though, that his team has worked with him for a 
number of years and has a good balance. “It’s becoming a greater 
and greater challenge for me to challenge my people since they’ve 
already front-run every idea I could think up... They’re very quick 
learners.”

Marrying Quantitative And Fundamental Techniques
When Avanessians first started working at Goldman, it was 
critical for him to understand what his fundamentals-focused 
counterparts and colleagues were doing. The role of quants 
– or strats – at Goldman Sachs was to be integrated into their 
businesses, he said. “We were a set of quants – technical, 
quantitative people – buried with the fundamental traders, sales, 
bankers, investors and what have you,” he explained. “Our 
role was to take what they were doing, quantify it, and provide 
leverage and scale.”

Avanessians has used that early experience bridging the 
fundamental and quantitative worlds throughout his career. To this 
day he is just as much focused on a holistic approach that seems 
to work well with clients – and his staff. While hiring talented and 
highly educated staff is critical, so is making sure that they have 
an understanding of what they are doing that goes beyond data on 
a screen. It is important for everyone to be able to explain what 
they are doing in a simple way, he said. “We are always looking 
to explain how a portfolio is performing or how a particular 
factor would perform, in a simple intuitive way,” he said. A large 
number of GSAM portfolio managers speak directly to clients. 
This is not just a good practice in terms of marketing, but it is also 
an important way to double check his team’s own work. “When 
a client asks us a question, and we don’t have a good answer, we 
research that,” he said. Sometimes this interaction even leads to 
product development. One framework that developed from such a 
situation is one that allows investors to compare the track record 
of strategies that have changed over time.

The ability to blend human insight with quantitative problem-
solving skills seems to be at the core of  GSAM. Avanessians says 
that generating returns across the business and figuring out the 
drivers of returns is a big motivator. But he also says that when 
he first joined the asset manager he was struck by the profound 
difference of being a fiduciary for end clients. “The fireman, 
the policewoman who has bought our mutual fund – the teacher 
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whose pension is our hands, in how effectively we’re investing. 
We have a private client business. I have met with our private 
clients. The private client and their spouse come in and it’s very 
personal – and that’s an enormous responsibility,” he said.

Bringing his experience at the investment bank to the table is 
also critical. Back in the early days when the bank was designing 
the replication strategies that would evolve into risk premia, a 
distinguishing feature of Goldman’s strategy was that the bank 
understood what successful investors do. “We covered some 
of the most successful hedge funds.  And our traders needed 
to understand the markets to be successful,” Avanessians said. 
“Many had basic rules of thumb: don’t fight the Fed, pick up carry, 

the trend is your friend - these are things I learned in the 80s and 
that I helped quantify for our trading group.”

“Our index reflected not just regressions and analytics but also 
the approach on replicating what a hedge fund did based on our 
knowledge of what they did,” he said. “It reflected, if you will, this 
core identity that we have as quants: We are a quantitative group 
surrounded by fundamental investors.

 “I don’t know of any other organization that would 
claim that that’s their competitive edge – I know there are 
many organizations that are fantastic that have their own 
unique approaches. Being quants with a strong grounding in 
fundamentals is who we are.” ■
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Disclosures:
Diversification does not protect an investor from market risk and does not ensure a profit.
Volatility is measured as the standard deviation of returns; returns noted are net returns.
Alternative investing is not suitable for all investors and liquid alternatives are not riskless investments, so investors can lose money.
Investments in Liquid Alternative Funds expose investors to risks that have the potential to result in losses.
These strategies involve risks that may not be present in more traditional (e.g., equity or fixed income) mutual funds.
Australia: This material is distributed by Goldman Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 (‘GSAMA’) and 
is intended for viewing only by wholesale clients for the purposes of section 761G of the Corporations Act 2001 (Cth).  This document may not be 
distributed to retail clients in Australia (as that term is defined in the Corporations Act 2001 (Cth)) or to the general public. This document may not be 
reproduced or distributed to any person without the prior consent of GSAMA.
To the extent that this document contains any statement which may be considered to be financial product advice in Australia under the Corporations 
Act 2001 (Cth), that advice is intended to be given to the intended recipient of this document only, being a wholesale client for the purposes of the 
Corporations Act 2001 (Cth). Any advice provided in this document is provided by either Goldman Sachs Asset Management International (GSAMI), 
Goldman Sachs International (GSI), Goldman Sachs Asset Management, LP (GSAMLP) or Goldman Sachs & Co. LLC (GSCo). Both GSCo and 
GSAMLP are regulated by the US Securities and Exchange Commission under US laws, which differ from Australian laws. Both GSI and GSAMI 
are regulated by the Financial Conduct Authority and GSI is authorized by the Prudential Regulation Authority under UK laws, which differ from 
Australian laws. GSI, GSAMI, GSCo, and GSAMLP are all exempt from the requirement to hold an Australian financial services licence under the 
Corporations Act of Australia and therefore do not hold any Australian Financial Services Licences. Any financial services given to any person by 
GSI, GSAMI, GSCo or GSAMLP by distributing this document in Australia are provided to such persons pursuant to ASIC Class Orders 03/1099 
and 03/1100.
No offer to acquire any interest in a fund or a financial product is being made to you in this document.  If the interests or financial products do 
become available in the future, the offer may be arranged by GSAMA in accordance with section 911A(2)(b) of the Corporations Act.  GSAMA holds 
Australian Financial Services Licence No. 228948.  Any offer will only be made in circumstances where disclosure is not required under Part 6D.2 of 
the Corporations Act or a product disclosure statement is not required to be given under Part 7.9 of the Corporations Act (as relevant).
FOR DISTRIBUTION ONLY TO FINANCIAL INSTITUTIONS, FINANCIAL SERVICES LICENSEES AND THEIR ADVISERS. NOT FOR 
VIEWING BY RETAIL CLIENTS OR MEMBERS OF THE GENERAL PUBLIC.
Canada :  This material has been communicated in Canada by Goldman Sachs Asset Management, L.P. (GSAM LP).  GSAM LP is registered as a 
portfolio manager under securities legislation in certain provinces of Canada, as a non-resident commodity trading manager under the commodity 
futures legislation of Ontario and as a portfolio manager under the derivatives legislation of Quebec.  In other provinces, GSAM LP conducts its 
activities under exemptions from the adviser registration requirements.  In certain provinces, GSAM LP is not registered to provide investment 
advisory or portfolio management services in respect of exchange-traded futures or options contracts and is not offering to provide such investment 
advisory or portfolio management services in such provinces by delivery of this material.
Chile: Fecha de inicio de la oferta: July 5, 2018
(i) La presente oferta se acoge a la Norma de Carácter General N° 336 de la Superintendencia de Valores y Seguros de Chile; 
(ii) La presente oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de Valores Extranjeros que lleva la Superintendencia 
de Valores y Seguros, por lo que los valores sobre los cuales ésta versa, no están sujetos a su fiscalización; 
(iii) Que por tratarse de valores no inscritos, no existe la obligación por parte del emisor de entregar en Chile información pública respecto de estos 
valores; y 
(iv) Estos valores no podrán ser objeto de oferta pública mientras no sean inscritos en el Registro de Valores correspondiente.
Mexico: The securities offered hereby are not and will not be registered in Mexico in the national securities registry (Registro Nacional De Valores) 
maintained by the National Banking and Securities Commission (Comision Nacional Bancaria y de Valores (“CNBV”)). These securities may neither 
be publicly offered nor sold in Mexico but they may be offered under an exemption for the private placement of securities pursuant to the Mexican 
Securities Law. In making an investment decision, you should rely on your own review and examination of the fund/security. These securities are 
not being offered and may not be offered nor acquired within the territory of the United Mexican States. The information contained herein is our 
responsibility and has not been reviewed or authorised by the CNBV. Any Mexican investor who acquires the securities does so at his or her own risk. 
El Salvador: The recipient of this documentation hereby acknowledges that the same has been provided by Goldman Sachs upon the recipient’s request.
Peru: (i) the relevant Securities are not registered with the SMV; (ii) they are being offered by means of a Private Offer; and (iii) the SMV has not 
reviewed the information provided to you.
China: Please note that neither Goldman Sachs Asset Management (Hong Kong) Limited nor any other entities involved in the Goldman Sachs Asset 
Management (GSAM) business maintain any licenses, authorisations or registrations in the People’s Republic of China (“PRC”) nor are any of the 
GSAM funds registered in the PRC. 
Hong Kong: This material has been issued or approved for use in or from Hong Kong by Goldman Sachs Asset Management (Hong Kong) Limited
Japan: This material has been issued or approved in Japan for the use of professional investors defined in Article 2 paragraph (31) of the Financial 
Instruments and Exchange Law by Goldman Sachs Asset Management Co., Ltd.
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Korea: Goldman Sachs Asset Management International is licensed as a Cross-Border Discretionary Investment Management Company and a Cross-
Border Investment Advisory Company with the Korean Financial Services Commission, as an investment adviser with the Securities and Exchange 
Commission of the United States and for Managing Investments with the Financial Conduct Authority of the United Kingdom.  
Malaysia: These materials are issued by Goldman Sachs (Malaysia) Sdn Bhd in connection with the fund management services it provides and is 
solely for your information and upon your request.  Such information is not intended to be used by anyone other than you unless you have obtained our 
express written consent.  The information provided herein does not constitute an offer or solicitation to any person with respect to the purchase or sale 
of any security.
Singapore: This material has been issued or approved for use in or from Singapore by Goldman Sachs Asset Management (Singapore) Pte. Ltd. 
(Company Number: 201329851H).
Switzerland: For Qualified Investor use only – Not for distribution to general public. This document is provided to you by Goldman Sachs Bank 
AG, Zürich. Any future contractual relationships will be entered into with affiliates of Goldman Sachs Bank AG, which are domiciled outside of 
Switzerland. We would like to remind you that foreign (Non-Swiss) legal and regulatory systems may not provide the same level of protection in 
relation to client confidentiality and data protection as offered to you by Swiss law.
Taiwan: This material is provided at your request for informational purposes only and does not constitute a solicitation in any jurisdiction in which 
such a solicitation is unlawful or to any person to whom it is unlawful.  Not all services or products can be made available in Taiwan. The Goldman 
Sachs companies involved in any such activities do not maintain any licenses, authorisations or registrations in Taiwan.  The services described herein 
may not be offered to Taiwan resident investors unless they are made available in and from a jurisdiction outside Taiwan.
United Kingdom and European Economic Area (EEA):  In the United Kingdom, this material is a financial promotion and has been approved 
by Goldman Sachs Asset Management International, which is authorized and regulated in the United Kingdom by the Financial Conduct Authority. 
Goldman Sachs AG assists Goldman Sachs Asset Management International in its activity in Germany and Austria.
THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO 
WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO. 
Prospective investors should inform themselves as to any applicable legal requirements and taxation and exchange control regulations in the countries 
of their citizenship, residence or domicile which might be relevant.
This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell 
securities. This material is not intended to be used as a general guide to investing, or as a source of any specific investment recommendations, and 
makes no implied or express recommendations concerning the manner in which any client’s account should or would be handled, as appropriate 
investment strategies depend upon the client’s investment objectives.
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property and a service mark of Morgan Stanley Capital 
International Inc. (MSCI) and Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (S&P) and is licensed for use by Goldman Sachs. 
Neither MSCI, S&P nor any other party involved in making or compiling the GICS or any GICS classifications makes any express or implied 
warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties 
hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to 
any of such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party 
involved in making or compiling the GICS or any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or 
any other damages (including lost profits) even if notified of the possibility of such damages.
Index Benchmarks
Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do not reflect the deduction of 
any fees or expenses which would reduce returns. Investors cannot invest directly in indices.
The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices that the 
Investment Manager believes, in part based on industry practice, provide a suitable benchmark against which to evaluate the investment or broader 
market described herein.  The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance of hedge funds generally.
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security. 
Views and opinions are current as of the date of this presentation and may be subject to change, they should not be construed as investment advice.
Your Personal Data: We may collect and process information about you that may be subject to data protection laws. For more information about 
how we use and disclose your personal data, how we protect your information, our legal basis to use your information, your rights and who you can 
contact, please refer to: www.gs.com/privacy-notices

Confidentiality
No part of this material may, without GSAM’s prior written consent, be (i) copied, photocopied or duplicated in any form, by any means, or (ii) 
distributed to any person that is not an employee, officer, director, or authorized agent of the recipient.
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