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Alternative	Data	–	An	Opaque	but	Golden	Frontier	

	
‘There’s	Data	in	Them	Hills!’	

	
	

	
	
	
Here	at	the	international	executive	search	firm	Clifton	Global,	we	have	compiled	this	thought	piece	
for	our	asset	management	clients	and	contacts,	regarding	market	views	and	insights	into	some	of	the	
more	pressing	themes	associated	with	hiring	for	alternative	and	unstructured	data	focused	teams.	We	
believe	 an	 understanding	 of	 this	will	 be	 the	 lifeblood	 for	 generating	 alpha	 going	 forward	 and	will	
become	a	compulsory	consideration	for	not	only	quantitative	but	also	fundamental	managers.	
	
To	add	to	this	discussion,	we	put	forward	the	following,	including	confidential	views	from	a	significant	
number	of	leading	executives	at	the	forefront	of	this	data	frontier.	
	

Data	sets	–	Use	of	data	
	

What	typical	percentage	of	unstructured	and	alternative	data	sets	do	you	believe	lead	to	actionable	
and	unique,	tradable	insights	which	in	turn	generate	notable	alpha?	
	
There	is	a	consistent	view	that	circa.	ten	percent	of	unstructured	and	alternative	data	sets	result	in	
generating	alpha.	However,	it	is	of	course	down	to	how	parameters	are	defined	and	independently	
analysed.	We	feel	the	combination/	‘mosaic’	of	data	sets	is	the	most	powerful	solution	to	the	puzzle	
of	 higher	 returns;	 galvanized	 by	 further	 improvements	 in	 data	 itself,	 data	 processing	 and	 its	
application.	We	should	remember	that	ten	percent	of	circa.	ten	thousand	data	sets	is	still	a	notable	
vein	of	potential	alpha	which	our	contacts	are	taking	advantage	of.	
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Data	generation	–	Vendors	
	

In	the	scramble	for	innovative	alpha,	are	unique	and	alternative	data	sets	declining	with	a	growing	
number	of	new	providers/vendors	entering	the	market	and	in-house	capabilities	growing?	
	
It	would	appear	there	is	a	consensus	that	this	is	not	yet	the	case,	‘…we	are	still	in	the	early	days	of	this	
gold	rush’.	Due	to	such	a	fragmented	data	market	and	the	sheer	volume	of	new	vendors,	firms	are	
increasingly	 looking	at	both	mining	their	own	 internal	data	sets	more	effectively,	whilst	combining	
these	with	bespoke	and	alternative	vendor	data;	helping	to	unearth	stronger	signals.	Indeed,	a	CEO	of	
a	leading	vendor	highlighted,	‘…we	are	bringing	data	to	the	market	faster	than	the	rate	at	which	alpha	
is	diffusing’.	
	
How	is	the	unstructured	and	alternative	data	vendor	community	perceived	to	be	handling	increasing	
cost	pressures	and	a	potentially	higher	number	of	clients,	whilst	remaining	truly	additive	to	their	
customers	and	still	being	commercial?	
	
Vendors	are	somewhat	caught	in	the	crossroads	between	cost	pressures	and	commerciality.	On	the	
one	hand,	 the	majority	of	 vendors	 continue	 to	offer	a	high	volume	of	data	 sets,	whilst	others	are	
providing	exclusive	alpha	for	the	few	and/or	additional	services,	e.g.	signal	generation.	This	in	turn	is	
helping	to	differentiate	them	in	a	growing	and	highly	competitive	market;	incurring	greater	costs,	but	
also	larger	potential	returns.	Some	vendors	are	also	outsourcing	what	they	can	to	a	lower	cost	base	
region	(e.g.	Eastern	Europe	and	South	Asia).	One	leading	hedge	fund’s	Chief	Data	Officer	went	further	
to	say	that	it	is	foreseeable	that	margins	will	have	been	eroded	to	such	an	extent,	by	enhancements	
in	technology,	that	end	users/	portfolio	managers	will	simply	obtain	data	sets	directly	from	source	and	
that	vendors	not	diversifying	may	eventually	become	obsolete.	
	

Hiring	–	The	war	for	talent	
	

How	important	do	you	feel	tenure	is	in	a	candidate's	job	history,	compared	to	the	rate	of	innovative	
roles	he/she	has	held	and	truly	delivered	in?	
	
The	 demand	 for	 specific	 skills,	 e.g.	 in	 computer	 science	 and	 statistics,	 appears	 to	 be	 outweighing	
reservations	hiring	managers	have	about	individuals	moving	roles	too	frequently.	However,	too	many	
one	to	two	year	stints	should	still	raise	concerns	as	these	pioneering	individuals	need	time	to	prove	
their	true	worth	to	an	organization	and	embed	and	enhance	their	own	skills.	Furthermore,	one	of	the	
many	 leading	 data	 executives	 consulted	 stated,	 ‘Tenure	 does	 signal	 a	 sense	 of	 loyalty	 and	
commitment,	though	a	lengthy	stay	at	an	organization	can	also	signal	complacency	depending	on	the	
career	path	she	or	he	has	taken.’	
	
Do	you	feel	the	future	leaders	of	unstructured	and	alternative	data	currently	reside	inside	or	outside	
financial	services	and	why?	
	
There	 is	 a	 growing	need	 to	draw	on	 talent	 from	outside	 the	 financial	 services	arena,	although	we	
believe	this	will	change	as	the	industry	is	able	to	engage	a	critical	mass	from	academia,	the	intelligence	
services	and	disruptive	technology	firms	who	are	well	versed	in	machine	learning	and	natural	language	
processing.	We	 also	 feel	 skills	 and	 knowledge	 gained	 inside	 financial	 services,	 namely	 investment	
processes	 and	markets,	will	 be	 crucial	 in	helping	 to	 facilitate	 a	 successful	 transition,	 especially	 for	
those	 who	 have	 gleaned	 valuable	 experience	 from	 outside	 financial	 services	 and	 subsequently	
returned.	From	a	leadership	perspective,	benefits	will	derive	from	combining	skills	from	both	inside	
and	outside	financial	services,	as	long	as	they	are	underpinned	by	top	data	scientists	and	experienced	
investors	working	collaboratively.	
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Do	you	agree	that	in	order	to	attract	the	best	candidates,	it	is	important	for	firms	to	create	satellite	
offices	to	harness	the	appropriate	skills	set	of	individuals	who	will	not	relocate	and	if	so	why?	
	
From	our	 continual	 dialogue	 and	 interaction	with	 experts	 in	 this	 field,	 geography	 is	 often	not	 the	
primary	factor	when	hiring	top	talent.	In	our	technology	driven	and	globalized	workplace,	there	seems	
to	be	less	of	a	need	for	employees	to	be	based	in	one,	centralized	location.	However,	incoming	talent	
needs	 to	 be	 flexible	 with	 regards	 to	 location	 and	 travel	 to	 ensure	 real-time	 communication	 and	
contribution.	In	terms	of	talent,	we	find	that	the	best	candidates	are	still	being	drawn	by	opportunities	
and	related	compensation	typically	found	within	major	cities	and	tech	hubs.	
	

Data	Integration	
	

How	true	is	the	alleged	'trust	gap'	aligned	to	the	utilization	of	unstructured	and	alternative	data	
sets	from	the	fundamental	portfolio	manager	community?	
	
The	market	is	clearly	split	on	this	question.	These	views	demonstrate	an	interesting	contrast:	
A	Founder	of	an	asset	management	firm	shared	the	following,	‘Huge.	Fundamental	managers	don’t	
trust	detailed	analytics,	it’s	an	existential	threat	that	doesn’t	align	with	their	world	view,	investment	
style	 or	 investment	 horizon’.	 Compared	 to	 views	 of	 a	 senior	 hedge	 fund	 Portfolio	Manager,	 ‘My	
fundamental	analysis	 is	continually	being	enhanced	by	the	additional	and	invaluable	 insight	gained	
from	alternative	data.’	Other	sources	noted	how	 it	 is	 still	early	days	 though	and	that	 fundamental	
Portfolio	Managers	‘…still	need	time	to	work	alternative	data	sets	into	their	processes	and	strategies’,	
given	the	constraints	on	time,	money	and	resources.	A	further	source	replied	to	this	question	with,	
‘…absolutely	true,	and	for	good	reason.	The	fintech/innovation	community,	like	most	who	sell	a	hot	
item,	often	wildly	overstate	the	value	prop’.	Perhaps,	it	is	difficult	to	gain	a	definitive	conclusion	to	
this	question	at	this	very	point	in	time.	A	significant	number	of	fundamental	managers	are	not	actively	
integrating	 alternative	 and	 unstructured	 data	 into	 their	 investment	 decision	 making	 processes,	
although	we	believe	this	balance	will	change	as	the	benefits	become	more	evident.	
	
What	are	the	benefits	of	a	centralized	data	function	in	the	face	of	growing	direct	business	needs	for	
competitive	returns?	
	
There	is	resounding	support	for	the	advantages	of	a	centralised	data	function.	Amongst	many	positives	
such	as	the	‘harmonization’	of	data	sets	and	better	sourcing,	acquiring,	processing	and	extraction	of	
insights,	 the	 impacts	 of	 scale	 and	 cost	will	 be	 the	most	 prevalent.	 Conversely,	 in	 a	 de-centralised	
environment,	with	a	greater	number	of	sources	becoming	available,	it	is	increasingly	more	expensive	
for	sole	PMs	to	take	full	advantage	of	this	resource.	However,	with	regards	to	the	benefits	of	scale,	
this	will	of	course	only	apply	to	institutions	with	the	infrastructure	and	capital	to	deploy	in	this	area.	
As	a	centralised	data	function	becomes	more	embedded	within	an	organization,	communication	lines	
and	the	 internal	data	 ‘eco-system’,	will	bring	fresh	opportunities,	 insights	and	strengthen	adopters	
further.	
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Culture	–	Potential	resistance	
	

What	 are	 the	 difficulties	 of	 sharing	 unique,	 proprietary,	 unstructured	 and	 alternative	 data	 sets	
within	 highly	 competitive	 organizations?	 How	 is	 this	 potentially	 challenging	 the	 cultural	
environment	for	these	organizations?	
	
Depending	on	the	size	of	an	institution	and	its	cultural	make-up,	the	appetite	and	demand	for	unique	
data	sets	can	be	fierce.	For	the	hedge	fund	community	in	particular,	this	has	led	to	varying	approaches.	
On	the	one	hand,	we	agree	with	a	Head	of	Data	Research	that	limiting	certain	data	sets	to	specific	
teams	can	create	a	positive	outcome,	‘…typically	large	funds	that	are	Pod-based	generate	solid	returns	
due	to	competitive	dynamics	between	PMs’.	Additionally,	a	similar	school	of	thought	believes	that,	
‘…sharing	 information	 creates	 groupthink	 and	 the	 risk	 of	 generating	 correlated	 returns’.	 Again,	
predominately	within	 the	 hedge	 fund	 community,	 some	 PMs/	 Analysts	 are	 leveraging	 all	 and	 any	
resources	available	to	them,	but	are	paying	for	this	using	their	own	P&L,	so	ownership	of	unique	data	
sets	 can	 be	 very	 guarded.	 Outside	 the	 hedge	 fund	 community,	 others	 experience	 a	 more	 even	
distribution	of	data	and	ultimately	alpha	across	teams	and	strategies,	aligned	to	their	different	cultural	
nuances.	

Sustainability	
	

During	difficult	future	market	conditions	how	well	do	you	see	the	appetite	for	sustained	investment	
in	unstructured	and	alternative	data	sets	fairing,	given	the	lack	of	historical	data	attributed	to	this	
phenomenon?	
	
We	 think	 larger	 asset	 managers	 will	 dominate	 in	 this	 regard,	 generating	 a	 significant	 long-term	
competitive	advantage,	their	scale	and	levels	of	investment	sheltering	them	from	future	uncertainty	
in	the	markets.	Contrastingly,	smaller	hedge	funds	or	those	on	the	periphery	who	have	not	embraced	
and	adopted	alternative	data	into	their	organisation,	may	be	tempted	to	scale	back	their	exposure	
and	willingness	 to	 invest.	Furthermore,	 tremendous	gains	are	available	 to	 those	who	have	already	
invested	and	are	subsequently	able	to	speedily	capitalize	on	new	and	unique	data	sets.	The	hardest	
challenge	 for	 sustained	 market	 appetite	 will	 be	 convincing	 firms	 such	 as	 small	 to	 mid-sized,	
discretionary	or	fundamental	firms	to	justify	the	associated	data	and	analysis	costs.	In	contrast	to	this,	
the	Founder	of	a	prominent	vendor	remarked,	‘…it	is	conceivable	that	alternative	data	is	what	actually	
protects	investors	from	the	next	downturn.	For	example,	we	have	datasets	that	offer	early	warnings	
of	systemic	changes	in	the	economy’.	We	further	promote	the	view	that	a	lack	of	historical	information	
for	certain	data	sets	is,	essentially,	a	data	science	hurdle	that	the	best	analysts	and	data	scientists	will	
overcome.	

Conclusion	
	

Here	at	Clifton	Global	we	feel	that	in	this	rapid	and	adjusting	alternative	data	environment,	the	ability	
to	hire	successfully	will	help	to	overcome	the	challenges	from	the	topics	mentioned	above,	 in	turn	
generating	enhanced	profitability.	In	addition,	a	proactive	awareness	of	associated	risk	management	
and	technological	advances	will	be	key.	The	power	of	human	capital	will	be	the	 indispensable	and	
differentiating	factor	between	competing	institutions.	‘Data	is	the	most	important	resource	of	the	
21st	century’.	
	

James	Bailey	 	 	 	 	 John	Harding	
Founding	Partner	–	Clifton	Global	 	 Founding	Partner	–	Clifton	Global	
Mobile:	+44	(0)7557	114	687		 	 Mobile:	+44	(0)770	276	2006	
Direct:	+44	(0)203	714	9020	 	 	 Direct:	+44	(0)203	714	9020	
jbailey@cliftonglobal.com	 	 	 jharding@cliftonglobal.com	


