
Algorithmics is preparing to go to 
market with its Algo Risk Service, a 
new ASP-like offering spun off the 
back of a fully managed risk service 
that the vendor developed at the 
request of two hedge funds on either 
side of the Atlantic some 18 months 
ago. 

According to Andrew Aziz, manag-
ing director of risk solutions at 
Algorithmics, his organisation has 15 
clients already subscribed to the 
service even though the official 
London launch is only scheduled for 
some time before the end of first-
quarter 2007. Cannizaro Capital 
Partners, a London- and Hong Kong-
based $300 million Asian multi-strat-
egy fund, is Algorithmics’ most recent 
signing to the service. 

“The bulk of those 15 clients have 
come in the last six months as the 
maturity of this offering has grown,” 
says Aziz. “There are semantics in terms 
of how we define the service; it is a 
hosted offering and the way we distin-
guish between a managed service and 
an ASP is that an ASP is a single envi-
ronment leveraged by multiple clients, 
which is what we have delivered in 
partnership with Bloomberg and State 
Street. Our hosted service is managed 
by us (and not a partner) and the most 
important thing is that we offer a 
unique environment for each client.”

According to Aziz, the way the 
hosted model works is by Algorithmics 
hosting the computationally intensive 
simulation aspect of the relationship 
– all the data management, hardware 
requirements, configurations to 
produce valuations and simulations 
across scenarios – while clients map 
their positions to the set of simulated 
results, providing them with a frame-
work from which to manage their risk 
and portfolio modelling.  

Alastair Altham, chief executive of 
Cannizaro, explains that his firm will 
be using the Algo Risk Service in two 
ways: internally, for its portfolio 
managers and risk managers, and 
externally for the firm’s institutional 
investors.  

“The portfolio managers will be 
using it to evaluate risk on a day-to-
day basis within their portfolios, 

particularly using it to assess new 
positions and the impact that new 
positions will have on portfolios,” he 
says. “We also have a chief risk officer 
who will use it regularly to conduct 
stress tests and look at portfolios on 
an aggregated basis.” 

According to Altham, the Algo serv-
ice will also provide the fund with the 
ability to offer its clients – all of whom 
are institutional investors – greater 
transparency into its performance 
and investment decisions. “We will 
be using the output from the service 
to help with the communication 
process with our clients; clearly they 
have increasing demands for greater 
levels of information and we are 
prepared to share elements of this 
with them,” he says.  ><
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