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STEVEN TURI: 

With all the technology today, I remember, when 

we first started working together, we had those 

PCs with green screens, and we thought that we 

could do a lot of computational work, but today 

you can do that on a watch. With all the analytical 

tools and capabilities, is it more difficult to add 

value, is the market more efficient in general? 
 
 
 
 
 
 
 
 

HARRY MARKOWITZ: That is an empirical question. I am a 

theoretician. This is my unofficial opinion. As you know, Portfolio Theory is a 

mathematical technique whereby, if you pick a universe of investable assets,  

like, for example, you decide that you want to make portfolios of hedge funds. 

For this universe of investables, which may be asset classes rather than 

individual securities, you have to provide expected return estimates for each of 

the securities or whatever it is, in the universe. You have to provide variances or 

standard deviations, volatility estimates. You have to provide either covariance or 

correlation estimates or the equivalent, so you could have a factor model, which 

implies that, and in addition to that, you have constraints. Any kind of linear 

equality or inequality constraints, the sum of these securities must be less than 

or equal to that, and so on. My bit of mathematics takes your estimates about 

your universe, and your constraints, and it turns out a frontier. 
 

 
Okay. Now, times change. People say, “We now have new asset classes.” 

Wonderful. Tell us your asset classes. We have hedge funds and things like 

that. Convertible arb, I used to be a convertible arb guy. I just did the 

convertible bonds, long the bonds and short the stock. In the 70’s and 80’s, it 

was a lot easier game. Now there are so many people in the industry that they 

have to use leverage to get any kind of expected return. 
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ñWell over 50% of institutional investors, if this is 

an okay sample, use Portfolio Theory, and they are 

managing literally trillions, tens of trillions, of 

dollars. Thatôs not bad for a four-eyed economist.ò 
 

 
 
 

You didn’t use leverage then, so times change. You are supposed to ... These 

estimates that you provide, these aren’t supposed to be backward-looking.  

They are supposed to be forward-looking. Now, of course, you look back to see, 

historically, how have big caps, small caps, EFA or emerging markets done, but 

then you are supposed to think, well, what’s different now. Times have changed, 

so what doesn’t change is that you are worried about risk and return on the 

portfolio as a whole. 
 

 
There is a story going around, which is half true. I can’t remember his name, 

but a newscaster with really great, beautiful, big, deep-toned voice. He  

said, “Let me tell you the rest of the story.”  “In 1952, Harry was at the RAND 

Corporation, was offered bonds versus stocks, a TIAA versus CREF, of just 

bonds versus stocks”, and he tells the story that he thought, if I am 100% in 

stocks and it goes down, I will feel like an idiot, and if I am 100% in bonds 

and it goes up, I will feel like an idiot, so essentially I minimized maximum 

regret. I did 50/50. He said, “Even Harry Markowitz doesn’t use Portfolio 

Theory.” That was 1952. A lot of things have happened since 1952. There is 

a body of experience of using this piece of math that has been built up; 

literally, there are trillions of dollars managed using, with the aid of, Portfolio 

Theory. 
 

 
The 2013 survey by the Bank of New York Mellon, BNY Mellon, confirmed results 

of an earlier survey by Bank of New York, before it was Bank of New York Mellon, 

BNY Mellon, said that the vast majority of institutions ... they surveyed 100 or 

something ... surveyed use Portfolio Theory regularly, and most of the rest, a few 

of the rest, do it, periodically. Well over 50% of institutional investors, if this is an 

okay sample, use Portfolio Theory, and they are managing literally trillions, tens  

of trillions, of dollars. That’s not bad for a four-eyed economist. 



 

 
 
 
 
 

Interview with Dr. Harry Markowitz 
 
 
 
 
 

 

 
Harry Markowitz with SkyView’s Andy Melnick and Steve Turi. 
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