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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3467814


Page

How AI Affects You

2

Novel

Alpha



Page

How AI Affects You

3

V
a

lu
e

 A
d

d

Evolution of Fundamental Research

Data Collection Financial Modeling Insights/Alpha



Page

If the underlying data is not good, nothing built on it is reliable.
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There's Still Alpha in Footnotes…
When Used Correctly

Financial Statements Footnotes Advanced Modeling Novel Alpha
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More Live-Traded Indices Leverage our Ontology 

1. Bloomberg New Constructs Ratings VA-1 Index ("The Very Attractive Stocks 

Index")

• Ticker: BNCVA1T:IND

2. Bloomberg New Constructs 500 Index (“Core Earnings-Weighted S&P 500 

Index”)
• Ticker: B500NCT:IND

https://www.bloomberg.com/quote/BNCVA1T:IND?sref=zw7RLDfe
https://www.bloomberg.com/quote/B500NCT:IND?sref=zw7RLDfe
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Top Institutions Published Proof of Need for Footnotes
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Superior Data & 
Novel Alpha

“[Core Earnings] is empirically distinct from commonly used 
alternatives and is less likely to be susceptible to compositional and 
selection biases found in analysts’ and managerial estimates.”
“Trading strategies that exploit non-core earnings produce abnormal 

returns of 8% per year.” Journal of Financial Economics, 2021

Superior Modeling 
& Analysis

“New Constructs’ machine learning approach leverages technology to 
calculate ROIC by applying accounting adjustments that may be 

buried deeply in the footnotes across thousands of companies…The 
other advantage of New Constructs is the transparency in disclosing 
calculations and all the data behind them” Ernst & Young, 2019

Superior Ratings
“The portfolios formed following the buy recommendations of [New 
Constructs’] Robo-Analysts earn abnormal returns that are 
statistically and economically significant.”

Harvard Business School, 2020

https://www.sciencedirect.com/science/article/abs/pii/S0304405X21001550
https://www.newconstructs.com/wp-content/uploads/2019/06/Getting-ROIC-Right.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3514879
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To develop a proprietary method for generating superior investment data at scale.
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We spent 20 years optimizing the data collection and 
analysis process.

500K+
Number of financial 
filings manually labeled 

by our team of experts

To 
successfully 

develop…

Secret Sauce

Auto-Parsing Technology
Long, complex financial reports 
analyzed in minutes .

Proprietary Ontology
System for translating quantitative 
disclosures into standardized, accurate 
measures of Core Earnings.

Footnotes & MD&A Analysis
First company to successfully incorporate 
material items from footnotes and MD&As to 
generate superior earnings data.



Our AI-powered software crawls through 
thousands of 10-K and 10-Q filings



17

Examples of Footnotes Adjustments
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Earnings Distortion Scores



Stock Ratings “ Robo-Analysts Beat 

Human Analysts on 

Investment Picks.”
– Vildana Hajric, Bloomberg News
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New Constructs®, LLC (together with any sub sidiaries an d/or affiliates,  New Constructs®) is an ind ependent organization  wit h no man agement ties to the comp anies it  covers. None of the members of New Constructs’ 
man agement team or the management team of any New Constructs’  affi liate holds a seat on the Board of Directors of any of the companies New Constructs covers. New Constructs does n ot perform any investment or 

merchan t ban king functions and  d oes not operate a tradin g desk.

New Constructs’ Stock Ownership Policy p reven ts any of its emp loyees or managers from engaging in Insider Trading an d restr ic ts any trading whereb y an  employee may exploit inside information  regarding our stock 

research. In add ition , employees and managers of the company are bound by a code of ethics that restrict s them from purchasing or selling a security that they know or  should have known was under consideration for 

in clusion in a New Constructs report nor may they purchase or sell a security for the first 15 days after New Constructs issues a rep ort on that security.

New Constructs is affiliated  wit h Novo Capital Management,  LLC, the general partner of a hedge fund. At any particular time, New Con st ructs’ research recommend ations may not coincid e with the hed ge fun d’s 
hold ings. However, in no event will  t he hedge fund receive an y research information or recommendations in ad vance of the inform ation that New Constructs provides t o its other  c lients. 

DISCLAIMERS 

The information an d opinions p resented in this report are provided to you for information purposes on ly and are not  t o b e use d or considered as an offer or solicitation of an offer to buy or sell securities or other 

financial instrumen ts. New Constructs has not taken any steps to en sure that the securities referred to in this report  are suit able for an y particular  investor and nothin g in  t his rep ort constit utes in vest ment,  legal, 

accounting or  t ax advice. This report includes general information that does not take into account your individual circumstan ce, financial situat ion or need s, nor does it rep resent a person al recommendation to you. 

The investmen ts or  services con tained or referred to in this report  may not be suitable for  you and  it is recommended that yo u consult  an in dep end ent  investment  advisor if you are in  d oubt ab out any such 

in vest ments or investment services.

Information  and opinions presented in this report have been obt ained  or  d erived from sources believed by New Constructs to be reliab le, but New Con st ructs makes no represen tat ion as to their  accuracy, authority, 

usefulness, reliab ility, timeliness or completeness.  New Constructs accepts no liab ility for loss arising from the use of the information present ed in this report, and New Constructs makes no warranty as t o result s that 

may be obt ained  from the information presented in  t his rep ort. Past performance should not be taken as an in dication  or  guarantee of future performance, and no representation or warranty, ex press or implied, is 

mad e regard ing future performance. Information an d opinions contained in this report  reflect a judgment at its original dat e of publication  b y New Constructs and  are subject to change without not ice. New Con st ructs 

may have issued, and may in the future issue, other rep orts that  are incon sisten t with, and reach different conclusions from, the information present ed in this report. Those rep orts reflect the different  assump tions, 

views an d analytical methods of the an alysts who prepared them and New Con st ructs is under no obligation  t o insure t hat such other reports are brought to the at ten tion of any recipient of this report.

New Constructs’ report s are intended for distribution to its p rofessional and institution al investor customers.  Recipient s wh o are not professionals or  institut ional investor  cust omers of New Constructs should seek the 

advice of their ind ependent financial advisor prior to making any investmen t decision or for an y necessary explanation  of its contents.  

This report is not  d irected to, or in ten ded  for dist ribution to or use by, an y person or ent ity who is a citizen or resident of or located in  any locality, state,  country or  jurisdiction where such dist ribution, publication , 

availability or use would be contrary to law or regulation or which would be subject New Constructs t o any registration or li censing requiremen t within such jurisdiction.

This report may provide t he addresses of websites. Except to the ext ent  t o which t he report refers to New Constructs own webs it e mat erial, New Con st ructs has not reviewed the linked site and takes no responsibilit y 

for the content therein. Such address or  hyperlin k (includin g addresses or hyperlinks t o New Construct s own website material) is provided solely for your con venience and  t he in formation and cont ent  of the linked site 

do not in any way form p art  of this report. Accessing such websites or following such hyperlink through this report  shall  b e at your  own risk.

All  material in  t his rep ort is the p roperty of, and under copyright, of New Construct s.  None of the contents, nor any copy of it, may be alt ered in  any way, cop ied, or distr ibuted or transmitted to any other party without 

the prior  express written consent of New Construct s.  All trademarks, service marks and logos used in this report are trademar ks or service marks or registered trademarks or service marks of New Constructs.

Copyright New Constructs, LLC 2003 to present. All rights reserved.   •   Confidential 22
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