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The game is on
David Allen, head of Long/Short Strategies at Plato 
Investment Management, is ready to shake things up. 

JESSICA FURSETH meets the rugby pro turned investment star

TRADITIONAL FUND MANAGEMENT 
is antiquated. We need to drag it kicking 
and screaming into the 21st century,” says 
David Allen. We’re living in a world of data 
explosion and we need to use technology 
to keep track of it – this is just one reason 
why the Head of Long/Short Strategies at 
Plato Investment Management describes 
the investment landscape as “almost 
unrecognisable” to what it was just 20 years 
ago. “We need to heavily utilise technology 
to get a better investment process. That’s 
why we’ve built [our own] alpha and 
stock-selection models,” Allen says in his 
broad Australian accent. “We keep our 
fundamental principles at the front, but the 
amazing thing about machine learning is 
that it can pick up so many nuances that 
you might not otherwise notice.” 

Allen is talking about the newly 
launched Plato Global Market Neutral 
Fund, a first into the UCITS space from the 
Australian investment boutique with US$4 
billion in management, and a sub-fund 
of Pinnacle Investment Management in 
Dublin. This is Allen’s European tour – a 
charm offensive – he’s in London for a few 
days after arriving from Switzerland, and 
then next week it’s Frankfurt: “It’s been 
very busy with seven meetings every day, 

talking to clients, some I’ve met before and 
some I’ve not. We’ve been really pleasantly 
surprised in terms of demand for the type 
of return streams we’re looking to deliver.” 
They’re bond-refugees, says Allen: “People 
are desperate for uncorrelated, reliable 
returns like they used to get through bonds.” 

Allen is immaculately dressed in a dark 
blue suit and white shirt, contrasted by his 
chunky cufflinks and even chunkier watch. 
He’s got a lot of arms and legs that he folds 
into the chair – the former professional 
rugby player has an imposing frame, 
making him a natural focal point in the 
plain conference room where we’re meeting 
in the City of London. The Plato Global 
Market Neutral Fund aims to provide 
something reliable – people thought rates 
were normalising, says Allen, but instead, 
everything’s been turned on its head. The 
intent is for the fund to be sufficiently 
diversified to provide in excess of 10% per 
year, with zero market correlation. 

This plan is the result of 18 months 
of dedicated research, plus of course, the 
accumulated knowledge of Allen’s 15 years 
at JP Morgan Asset Management, where 
one of his roles was Head of Research: 
“I designed, launched, and managed the 
Europe Equity Plus Fund – that’s an active 

extension strategy that attempts to generate 
on the long and the short side, but moves up 
and down with markets overall.” This fund 
was a top performer between 2009 and 2015, 
including through the 2012 sovereign debt 
crisis: “At that time, investors were really 
nervous about the macro environment 
and the [future of] the EU. They were 
essentially asking for the same alpha return 
stream, but in a way that’s not correlated 
with equity markets. We went away for 12, 
18 months and developed the blueprint for 
a market-neutral strategy, and launched that 
fund at the end of 2013. We did 22% in that 
first year,” says Allen. 

This new fund at Plato is built on this 
experience: “I’ve tried to take the best of 
my knowledge over the years and put it ▶ 

 We’ve been pleasantly 
surprised in terms of 
demand: people are 
desperate for uncorrelated, 
reliable returns like they 
used to get with bonds 
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▶ together with our models and 
philosophies, to come up with the very 
best fund we can.” But it’s still innovative, 
because it’s a different world: trade latency 
is now measured in milliseconds, there’s 
more than three million indices tracking 
everything you can imagine (some useful 
and others less so), and there’s over 5,000 
corporate filings in the US every day. 
“You’d need 400 analysts working 12-hour 

days just to be able to make sense of that 
volume of information. We have 12 people 
who leverage technology to capture these 
same fundamental inputs, and half of them 
have PhDs in things like engineering, 
mathematics, finance, even astrophysics.”  
Allen himself has a PhD in Quantitative 
Finance from Cambridge. 

Machine learning is a personal interest 
of Allen’s: “We’re using technologies such 

 Each red flag doesn’t 
mean much, but the whole 
is greater than the sum of 
the parts. What you get is a 
powerful way of predicting 
winners and losers 

 We went away for 12 
months and developed the 
blueprint for a market-
neutral strategy, and 
launched in 2013. We did 
22% in that first year 

as natural language programming, so if you 
go through an earnings transcript, you can 
use machine learning to look for particular 
patterns and combinations of phrases [from 
management] to infer what the future stock 
performance will be.” And also, machine 
learning could solve the mystery of why 
Allen’s six-month-old child cries, he laughs: 
“Take the cues from the baby, such as the 
pitch, the tone, the facial cues, etc – 

a friend who did AI at Cambridge and I 
were considering developing an iPhone app 
where you film your baby crying and then 
based off a very large dataset, you’d be able 
to get an answer.” 

Allen (41) was born in New Zealand and 
grew up in Australia from age six, along with 
his three older sisters. “I was the spoilt one,” 
he jokes. He studied finance and economics 
in Sydney, before going overseas to play 
professionally for Ulster Rugby: “But I got 
a neck injury in the first season, and the 
doctors said it would be ill-advised to keep 
playing. That was probably a good thing 
though, because I went to London. Two 
weeks later I was working at JP Morgan as 
a quantitative analyst.” Being part of a big 
machine at JP Morgan served Allen well, 
but the move to Plato tapped into a desire 
to do something more entrepreneurial, like 
his father: “Working in the big company 
was amazing, with whatever resources that 
you want, but it’s always a trade-off. With a 
smaller company, it can be a lot more nimble 
and there’s less red tape.”

Allen moved back to Australia shortly 
before joining Plato in early 2018: “I was 
really keen to move back to Australia, in 
terms of raising a family and that sort of 
thing.” Allen is married with a baby, and 
coaches rugby at his old club in Sydney. 
“London’s a great place with such rich 
history, but you don’t always know your 
neighbours and there’s not a great sense of 
community. In Sydney, I get a huge amount 
of that.” It’s a different world at work, too: 
“Now, it really is 12 people, and everyone 
has to roll up their sleeves and get stuck in. 
It’s exciting and definitely motivating.”

Allen loved the opportunity of a blank 
slate: “It meant we could design the best 
investment process possible. To have that 
creative input has been really stimulating.” 
Like the “100 red flags” system, which 
identifies issues to be aware of. Allen 
explains it – warning it will be dull, but his 
enthusiasm is clear: a red flag can be simple, 
such as using an unusual accountant or 
having weak corporate governance. Or it  
can be some less intuitive tricks, such as 
number combinations that may indicate the 
books have been cooked.

“Each one of these red flags doesn’t mean 
that much, but the whole is greater than the 
sum of the parts. What you get is a powerful 

way of predicting winners and losers.” 
Allen has spent a lot of time thinking 

about this stuff – he went back to school 
in 2011, at age 30: “A lot of my PhD work 
was about approaches to manage risk in 
a more rigorous way. The financial crisis 
revealed that so many individuals at banks 
and funds were paying lip service to risk 
management. And pretty much every equity 
risk management system on the market uses 
very basic assumptions.”

He apologises again for what he claims 
will be a dull interlude about statistics, 
before delving into a surprisingly intriguing 
explanation on how returns don’t follow 
the nice, well-behaved curves that form the 
basis of risk assumptions: “Instead, we have 
built models that borrow heavily from the 
physical sciences, looking at the probability 
of earthquakes occurring, and how high 
you need to build a sea wall to withstand a 
hundred-year storm. By building models 
with these fat-tail distributions, you have a 
much better idea of how much risk you’re 
actually making, and what your worst-case 
scenario is. That allows us to build better 
portfolios and get better outcomes.” 

Earthquakes and forensic accounting 
aren’t your usual methods for alternative 
asset management, but it has the benefit of 
accepting that in the real world, statistically 
unlikely things happen all the time: “Rather 
than expecting that markets should behave 
rationally, [we need to understand that] 
people are driven by fear, greed and 
over-confidence, and this causes prices to 
sometimes gyrate far away from the value 
they should be at. But that’s also what creates 
opportunity.” Allen leans back in his chair. 
“If you purely think about companies by 
fundamental analysis, but ignore sentiment, 
you do so at your peril. In an irrational world, 
you don’t want to be totally rational.” H
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