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 Born in 1972. Recommendations, skills, publications and 
connections are always updated on LinkedIn 

 

 it.linkedin.com/in/RiccardoDonati 
 

 Graduated in Physics. The degree thesis «A Lattice Spin 
Model for Asset Management» blends Physics together 
with Finance to model market dynamics 

 

 www.redexe.net/docs/TesiDonati.pdf (Italian) 

 

 

 

 

 

 

 

 

 www.redexe.net/docs/Risk24.jpg (Italian) 
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COMPANY 

 Established on November 13, 2008 in Vicenza, Redexe is a spinoff of B&S Joint, a financial 
advisory company for which Riccardo worked as R&D Manager since 1998. 

 Cooperates with Parma and Venice (Ca’ Foscari) Universities 
 

 www.redexe.net/riskmanagement/workshop2011  

 introducing Redexe in 30 seconds  youtu.be/sIKvMovRLM0  (Italian) 

 

 The mission is Risk Planning, Portfolio Optimization and Trading Systems, leveraging Physics to 
study Financial systems… for Institutionals and B2B only! 

Heritage 

01/01/1998 31/12/2011

1999

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

01/01/1998 31/12/2011

1999
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

1999 - 2001

Maximum entropy

portfolio optimization.

2001 - 2003

A lattice spin model

for Asset Management.

Pareto-Levy Stable

statistics. 

2003 - 2005

Risk budgeting.

Montecarlo on PL Stable

framework. Risk tools

for the Asset Manager.

2005 - 2007

“Darwin Asset”, portfolio

optimization based on

maximum entropy and

PL Stable statistics.

23/12/2008

Redexe acquires all B&S Joint's

asset and risk management models.

2007 - 2008

Time series

forecasting models:

eXtreme, matRiX.

2000

DIVAL RAS

2000

Xelion Banca

2001

Skandia Vita

2002

Rasbank

2003

Darta Savings

LTD

2004

CSSF authorizes Protea, the first 

UCITS III compartment using our 

PL Stable Statistics framework.

2004

Pictet

Protea

2007

Ergo Previdenza

2006

Unicredit

Private Banking

2005

ING

2009

Gruppo

Mezzacorona

2008

81 SIM

Family Office

26/10/2011

RedES™ is introduced

during workshops held 

in Parma and Venice Universities.

2010

Trade Point

SIM

2009 - 2010

Quantitative

asset allocation

Strategy: redAsset.

2010 - 2011

redEs(tm), our new

crisis-proof

risk metric.
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PHILOSOPHY 

 Physics + Finance = Passion 
 

 Riccardo Donati’s degree thesis www.redexe.net/docs/tesidonati.pdf (Italian) on a 
ferromagnetic SPIN model for Asset Management. 
 

 We use theories, models and tools coming from Physics to study financial complex systems 
 

 fractals and Pareto-Lévy Stable distributions to correctly measure Risk, taking into 
account of “fat tails” and “black swans”; 

 optimization in a P.L. Stable framework, to build rock-solid portfolios; 

 SPIN models to describe market dynamics and build profitable trading system… 

 

Physics for Finance 

 This approach was eventually recognized by 
academics, starting the interdisciplinary research 
field called Econophysics. 
 

 Deductive thinking allows us the formulation of 
models that will not fail changing the boundary 
conditions. 

 

 It not only explains the past, but also gives 
information useful for the future. 
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IN ACTION! 

 Normal statistics, even if still the core of most financial metrics and models, such as Volatility, 
Markowitz, CAPM, Black & Scholes, should be abandoned, as it dramatically underestimates 
ruin probability and rare events. 
 

 When a rare event occurs, log-normal fans talk about “black swans” and unpredictable conditions, 
but they are just relying on a far from empirical evidence statistics. 

An example of our Philosophy in action, Pareto-Lévy Stable statistics 

 We think in a deductive way, making this 
hypothesis 

 

 financial time series are invariant under 
time scaling, i.e., you can’t say if data 
sampling is daily or weekly. 

 

 It follows that returns should be Pareto-Lévy 
Stable distributed 

 

 

 

 

 www.redexe.net/riskmanagement/workshopStableStatistics 

 normal statistics failure youtu.be/sT9TXV1E8W8 (Italian) 

 

 For example, consider the sessions of S&P 500 losing more than 5%. History says they are 78, 
normal statistics thinks they are 0.2 whereas PL Stable view predicts 162!  
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RISK PLANNING & REPORTING 

 Our Risk Management & Reporting service is intended to help the Asset Manager making a true 
risk planning, allowing for planned underexposure or overexposure times. 

 It is based on Pareto-Lévy Stable statistics and proprietary models, such as RedES™ and 
RedShield™, that are able to take into account of fat tail, black swans and market shocks 
 

 RedES™ youtu.be/FGuIthVO89Y (Italian) 

 RedES™ on 75% World cap. equity stocks www.redexe.net/docs/RedEsTable.pdf  
 

 In spite of mathematical complexities, we leverage easy-to-understand, colorful charts and 
tables, in order to let the Asset Manager fully understand the message. 

 This way, the Asset Manager “interiorizes” the idea of risk, rather than just suffering it, so 
realizing a truly embedded risk management process. 

Risk and asset management embedded together  

Traditional Risk Management Redexe Risk Planning 

ASSET 

MANAGER 

RISK MANAGER 

MANAGER 

PORTFOLIO 

ASSET 

MANAGER 

RISK MANAGER 

MANAGER 

PORTFOLIO 

http://youtu.be/FGuIthVO89Y
http://youtu.be/FGuIthVO89Y
http://youtu.be/FGuIthVO89Y
http://youtu.be/FGuIthVO89Y
http://youtu.be/FGuIthVO89Y
http://www.redexe.net/docs/RedEsTable.pdf
http://www.redexe.net/docs/RedEsTable.pdf
http://www.redexe.net/docs/RedEsTable.pdf
http://www.redexe.net/docs/RedEsTable.pdf
http://www.redexe.net/docs/RedEsTable.pdf
http://www.redexe.net/docs/RedEsTable.pdf
http://www.redexe.net/docs/RedEsTable.pdf


RISK BUDGETING 

 Our proprietary model, based on Pareto-Lévy Stable Statistics,  is exposed through an 
intuitive graphical representation. 

Managing portfolio volatility 

 The Asset Manager has a risk budget that 
grows of one risk unit per-day, in blue. 

 

 When he decides to invest in risky assets, he 
uses a part of the accumulated risk budget, 
according to the effective risk assumed, in 
brown. 

 

 We help the Asset Manager to plan the risk 
usage, calculating the historical risk 
consumption of the candidate portfolio and 
suggesting effective risk strategies.  

 The Asset Manager is not forced to enter into mathematical details and is free to focus on risk 
planning, according to his investment ideas. 

 This method protects not only against an excessive risk usage, but also against risk waste, 
commonly seen in VAR-centric risk frameworks. 



PERFORMANCE PLANNING 

 Our technique allows for visually comparing the achieved performance to the attended one. 

Managing portfolio performance 

 We start from a simplified investment 
model, based on PL Stable Statistics, that is 
able to estimate the probability of having a 
certain performance at a given time. 

 Such probability is represented using 
relevant colors in a performance vs. time 
plane. 

 We eventually lay the achieved performance 
upon the colored plane. The green area 
indicates that the performance is on target, 
yellow and orange area raises an alert, 
purple zone suggests reviewing the 
investment process and grey stripe says to 
stop and think! 

 an investment agreement youtu.be/FzBCjXQ7fVE  (Italian) 

 

 The Asset Manager is able to check out his performance and quantify the magnitude of the shift, if 
any. He will actually be able to plan an action in both under and over-performance scenarios. 
Furthermore, the chart is a true investment agreement with the Investors, so they may know “a-
priori” what to expect from the investment itself. 
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REDASSET™ PORTFOLIO OPTIMIZATION 

 Our technique is based on a proprietary Pareto-Lévy Stable framework, taking into account of  
“fat tails” and “Black Swans”. 

Portfolio optimization in a Pareto-Lévy Stable framework 

 In this way, we build rock-solid portfolios, that do not fear market shocks 
 

 www.redexe.net/docs/4x4optimization.pdf  

 optimization in a PL Stable framework youtu.be/vwqtAGqIYdw (Italian) 

 

 The Asset Manager selects the most interesting items, according to his thought; than, we 
calculate the best weights using our model, in an fully interactive process. 

 

 

 

HS 15% 

Arca T5 7% 

LODH ALT BETA 2% 

MS Abs Curr 6% 

MS Div Alpha 3% 

Carm Patr 13% 

JB BF Abs R 6% 

JB BF Abs R EM 
20% 

JB BF Abs R DEF 
12% 

Templeton GB H 
16% 
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«In spite of the global economic crisis, 

Redexe, using proprietary risk models, 

was able to suggest to his customers 

allocations able to resist and eventually 

grow in value.» translation from “Effetto 

crisi: si punta sui financial risk manager”, 

January 1 2012,Il Sole 24 ORE 

OPTIMIZATION PROCESS 
Optimization Process in our Pareto-Lévy Stable Framework… for Asset Managers only! 

asset manager redexe 

discuss together the 

sentiment on each financial activity 

• time scale invariance 
• generalized central 

limit theorem 
• empirical evidence 

redES™ 
redShield™ 

stable statistics 

http://www.redexe.net/


OPTIMIZATION EXAMPLE 
Our PL Stable Optimization vs. Markowitz Optimization in a Normal Framework 



EXTREME™ AND MATRIX™  

 We developed several quantitative models to help the Asset Manager making his daily work 
easier and use them to write profitable Automatic Trading Strategies, too. 

Quantitative models for time series “forecasting” 

 For example, eXtreme™ leverages PL Stable statistics to point out reversal conditions 
 

 www.redexe.net/docs/Extreme.pdf 

 eXtreme™ youtu.be/78cwLa0U76o (Italian) 

 

 Another example is MatriX™. It looks at history to find out price patterns close to the last one. 
If you believe in Technical Analysis, this is your tool! 
 

 www.redexe.net/docs/Matrix.pdf 

 MatriX™ youtu.be/q0FjnlF07OM (Italian) 
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BEATIT™ TRADING ROBOT 

 Starting up from the quantitative models we developed, we wrote many profitable trading 
strategies, focusing on Forex market and the trading platform Meta Trader 5. 

 For example, BeatIT™ is a trading robot that comes from Physical Science and looks at 
microstructure to find out imitative phenomena, as if the Market were a large Ising SPIN 
Model. It is weakly optimized, just a “critical temperature” parameter involved. 

 

 http://www.youtube.com/playlist?list=PLmDsftMfQZ6OQ-EKHcbVT6fVnF9UXMy05 
(Italian) 

 

 

 

 

 

 

 

 

 
 

 We often publish the trades in Real Time: like and follow us on 

 

Automatic Trading Strategies based on Physics 

www.facebook.com/Redexe twitter.com/RedexeFinance  
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REDEXE’S 4X4 GLOBAL MACRO™ 
Our world-wide, quantitative, real growth focused, black-swan proof investment model. 

conditional 
variance 

arma/garch 

akaike information 
criteria 

dynamic probit 
model 

multiparameter 

regressive model 

quantitative 
screening 

clustering 

rank of momentum 

turbolence FT 

volatility on major 
fx crosses 

turbolence G10 

statistics on major 
equity, bond, 

comm. indexes 

stable statistics 

portfolio optimization 

economic cycle 
contraction 
probability 

conditional 
variance 
estimate 

• time scale 
invariance 

• generalized central 
limit theorem 

• empirical evidence 

long term 

macro bias 

medium term 

cluster bias 

daily bias on 

volatility 

4x4 global macro 

static probit model 

cape shiller 
equity index 
term spread 

 Our edge. 
 

 www.redexe.net/docs/4x4model.pdf (Italian)  
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BEHIND THE SCENES 

 All the software is developed in-house. 

 Thousands lines of code are working behind the scenes, growing day by day. 

 We leverage the high level programming framework Mathematica®, written by Physicists for 
scientific computation, to get error-free results. 

 In this way, our models are implemented with maximum precision. 

 Outcomes are so accurate to be used in academic research, too. 

Redexe develops all the software in-house 
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