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“Premature optimization is the root of all evil”

- Donald Knuth



Change the business model, 
don’t just optimize





“The Encyclopedia Britannica 
has no plans to be on a home 
computer. And since the 
market is so small, only 4 or 5 
percent of households have 
computers, we would not 
want to hurt our traditional 
way of selling.”



Endowment Effect

Willing to pay $2 Willing to sell $7



-P. Lazaroff, Forbes



Never underestimate the blindness 
of a successful company.



Western Union Board

“The transcontinental telegraph is too risky”

Western Union President

“There is nothing in this patent whatever, nor is there 
anything in the scheme itself, except as a toy“

Blockbuster

- Netflix market space is too small and we like late fees



Technology enables:

new cost structures

new customers



Change your relationships



Changing Relationships

Win an enemy

Sell to a supplier

Who is your competitor?



Master decisions from data





Intangible

• Research and Development

• Software

• Data

• Patents

• Process

• Training

• Relationships

• Brand

• Organizational Design

Tangible

• Buildings and Office Space

• Office Equipment

• Trucks

• Machinery

• Computers

• Plants



Properties of Intangible Assets

• Sunk – often impossible to recover investment

• Scalable – used over and over in multiple places

• Spillovers – other companies can use it

• Synergies – combinations yield high value





Configuration

Data Collection

Feature Extraction

Data Verification

Process Management

Analysis Tools

Machine
Resource

Management

Serving
Infrastructure

Monitoring

ML
Code



Massive Data + Computational Power = 

Overfitting



Machine Learning Realities In Quantitative Trading
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Econ Data

Price Data

Model A

Model B

Model C

Risk Model



Keep it simple to avoid overfitting.

Design for changing data.



Change the business model, don’t just optimize

Change your relationships

Master decisions from data

The Changing CIO Role:



Questions

• What opportunities has leadership said no to in the last few years?

• What blind spots do your organizational metrics create?

• What is your biggest barrier to cooperating with rivals? Is it worth it?

• If my business disappeared who will miss me? What value do I bring to 
them?

• What happens when Amazon enters my space? What would they be 
seeking?

• What analytic/model holds the highest risk of curve fit in your firm?

• How much are you paying for maintenance of analytics/models?


