
 
 

 
 

 
 

 
 
 

 
 

 

 

 
 

 
 

 
 

 
 
 

 

 
 
 

 
 
 

 
 
 

 

Top ideas grow on decision 
trees for Elite quant 
Elite Investor Daniel Mahr tells Citywire Elite Companies how his fund uses 
‘forests’ of questions with yes-or-no answers to identify top US stocks. 
By Miles Costello / Jul 02, 2025 

Key to the pitch Daniel J. Mahr 
gives for his quant fund to asset 
allocators – those gatekeepers 
of capital in charge of assigning 
money to a fund manager to 
run - is the attractions of owning 
a single all-weather fund over a 
handful of vehicles with disparate 
objectives. As a portfolio manager 
at Federated Hermes, who 
oversees a clutch of funds under 
the umbrella of its fiendishly 
complex, data-driven MDT  
strategy, it’s a comparison he 
regularly makes. 

‘I have a lot of conversations 
with asset allocators,’ Mahr told 
Citywire Elite Companies from 
Federated Hermes’ offices in 
Boston in the US. ‘And one of the 
things they often like to do, is hire 
multiple managers with different 
styles within an asset class. They’ll 
hire a deep value manager, they’ll 
hire a growth manager, they’ll 
hire a quality manager,’ he said. 

‘The idea is that each of these 
managers might be good in the 
long run, but they go in and out 
of favour, and possibly at different 
times from one another, and so 
[they think] “when I allocate in 
a diversified way across these 
different managers with different 
styles I get a really nice outcome, 

where I get that alpha but the ups 
and downs are muted”. 

‘That’s really what we’re after in our 

portfolio is to achieve that outcome, 

but we think it’s more efficiently 

done, frankly, within one portfolio, 

than going out and having to hire 

three managers and hope that each 

of them stays true to their style 

and hope that the bets of one don’t 

completely offset the positions of 

another.’ 

It’s a usefully explanation of the 

workings of Mahr and his team’s 

fund, which otherwise at times can 

seem mind-bendingly intricate 

to the uninitiated. Central to the 

stock-selection process is the use of 

‘decision trees’, which essentially ask 

a blizzard of questions with yes-

or-no answers about a prospective 

equity investments. 

Each answer will take the model 

down a different ‘branch’ of the 

decision tree, triggering ever more 

detailed questions in a bid to find 

a company with the right value, 

growth or quality characteristics 

that will make it a good fit for the 

portfolio. The model doesn’t just use 

one decision tree, it uses numerous 

versions – a forest - with questions 

that vary depending on the nature of 

an individual business. 

The aim of it all is to build a fully 

diversified portfolio of stocks, 

insulated in part against the vagaries 

of market vogues and ructions, but 

also full of companies that will be top 

performers. 

‘We want to have broad exposure 

across a lot of different types of 

companies that have very different 

characteristics because that way, 

again, we don’t have to predict what 

the market environment is going 

to be – something in our portfolio 

should work no matter what comes,’ 

Mahr said. 

Coding class 
MDT’s trees have certainly helped 

Mahr’s career to bear fruit. He is 

an Elite Investor, which puts him 

among the top 3% of best performing 

managers out of more than 10,000 

that Citywire tracks. As at the end 

of March, the $1.6bn MDT All Cap 

Core Fund, as just one example, had 

outperformed its benchmark, the 

Russell 3000 Index, over one, three, 

five and ten years. Mahr manages the 

fund alongside fellow Elite Investors 

Damien Zhang, Frederick Konopka 

and John Paul Lewicke. 

Mahr joined MDT Advisers as 
a quantitative equity analyst 
in 2002, becoming part of 

Federated Hermes after its 
acquisition of MDT in 2006. 
He was promoted to managing 
director of research within the 
MDT Team in 2008, and then 
became overall head of the 
team in 2023. 

Though he went to Harvard 
University to study computer 
science, his chosen path, 
and future career, wasn’t 
immediately obvious to him. 
‘Growing up, I had a lot of 
different interests in maths 
and science, and so I started 
exploring different fields 
within maths and the sciences 
at Harvard. What I found was 
that computer science was 
really the field that spoke to 
me. The idea of building things 
to solve problems; of thinking 
algorithmically about the best, 
most efficient way to do that,’ 
Mahr said. 

Before joining MDT, he 
completed several internships 
as a software developer, 
including at a mobile internet 
company during the dot-com 
bubble, before moving into 
quantitative finance, which at 
the time was still in its infancy. 

MDT Advisers had moved 



from using more conventional 
quantitative formulae for stock 
picking to a single decision 
tree the year before he joined. 
The seminal moment for the 
next stage of the process’s 
development came in 2013, 
when the firm adopted the use 
of its forest of multiple trees. 

Decisions decisions 
There are several 
characteristics in the MDT 
team’s approach that seem to 
distinguish it from the rest of 
the quant pack. 

Unlike many other quants, 
for example, seeking out 
share price ‘momentum’ 
doesn’t feature heavily in the 
investment process. This, in 
essence, is meant to prevent the 
fund from aping the behaviour 
the rest of the market, only to 
be caught out when sentiment 
switches and prices move the 
opposite way. 

‘Over the years, we have spent 
a lot of effort in building the 
model to be more robust in 
those types of environment, 
to not have a tilt towards 
momentum,’ Mahr said, 
referring to the effect of 
periods of intense market 
volatility, or abrupt rotations 
from one investment style 
to another. ‘So that when the 
market reverses, yes, we’ll 
have some of those momentum 
names that are going to be out 
of favour, but we’ll also have 
exposure to what’s now in 
favour given the reversal that 
just happened,’ he said. 

And then there are those trees, 
each of which asks what could 
be thousands of questions of a 
company, or set of companies, 
and which will pursue different 
tacks based on each preceding 
answer. In order to avoid 
decision trees drawing on the 
same available information 

and therefore replicating 
themselves each time, small 
amounts of data are withheld 
for every new iteration. 

Mahr likens this to the 
difference between employing 
a single analyst at the top of 
their game to develop a single 
model, and a selection of not-
so-perfect researchers whose 
aggregated findings are actually 
more robust. 

Pinning down the exact 
questions the trees will ask 
is near impossible because 
they are so variable. Suffice 
to say, though, that the value-
based component will pursue, 
among other things, traditional 
measures, such as price-to-
earnings ratios, free cash flow 
and balance sheet strength. 

And with growth companies, 
the model will place emphasis 
on other measures, including 
sentiment, whether analysts are 
upgrading their forecasts and 
whether the differences in their 
opinions are wide, for example. 

And in each case, what the 
model chooses not to ask is as 
important as the questions it 
poses. 

‘On the flip side, we don’t focus 
too much on valuation [with a 
growth business],’ said Mahr. 
‘If we get a “no” to a valuation 
question, we don’t keep asking, 
well okay, but is it cheap in 
this way, is it cheap in that 
way? We don’t necessarily 
focus as much on quality-type 
measures; we understand that 
these companies are growing 
fast, they may have different 
markers of quality than 
established firms.’ 

The model also looks at the ‘age’ 
of a growth company, Mahr 
said. This is essentially the time 
for which its shares have been 
listed. Younger businesses tend 

to be the best performers. They 
also offer the highest potential 
returns, according to Mahr. 

Roots of Mahr's outperformance in decision trees 
Five-year total return 
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Source: Morningstar• USD total returns 
IS share class 

Top 10 holdings 

Name - size in fund 
Elite Companies 

rating 

F'cst price-earnings 

ratio 

F'cst dividend 

yield 

Microsoft (US:MSFT)_- 4% AAA 32.4 0.7% 

A1,1R)g_(US:AAPL) - 3.8% AM 26.3 0.5% 

Ah1habet (US:GOOGL) -

3.2% 

AAA 16.9 0.3% 

Qualcomm (US:QCOM). -

2.8% 

AM 130 2.3% 

AbbVie (US:ABBV) - 2.6% AAA 14.2 3.6% 

Meta (US:META) - 2.6% AM 26.5 0.3% 

Amazon.com (US:AMZN) -

2.4% 

AAA 31.7 

Nvidia (US:NVDA) - 2.4% AAA 30.2 0.0%

Fortin et (US:FTNT)_ - 2.3% AA 39.9 

Amg!m_(US:AMGN) -1.9% AM 13.1 

o1' 
o~o'\,i; 

c1ry.tJ1RE 

 

3.5% 

Source: Holdings as of 20 Apr 2025, FactSet data as of 25 Jun 2025. Forecasts based on next 12 months. 

‘By the time they’re really old, 
if they’ve been growing really 
fast, they’re huge; it’s well 
accepted that they’re going 
to dominate markets. When 
they’re young, there’s more 
uncertainty, so there’s more 

upside return-wise to finding 
the growth companies that are 
going to succeed and conquer,’ 
Mahr said. 

Navigating this forest of ideas 
and approaches is producing 
great results for Mahr’s 
backers, and if the team has got 
their planting right, the fund 
itself is evergreen. 

Reproduced with permission by Media Licensing Co. (www.medialicensingco.com / + 44 (0) 20 3773 9320). 
Not to be reproduced without authorisation. 

www.medialicensingco.com
www.Amazon.com


 
             

        
          

 
       

    

 
         

 
  

 
       

           
   

             

     
              

   
           
     

          
             
    

          
 

  
   

         

  
       

            
              

       
            

       
       

          

     

    
        

 
 
 

 
 

 
 

 
        

        
          

       

For more complete information, visit FederatedHermes.com/us or contact your investment professional for a summary prospectus or 
prospectus. You should consider the fund’s investment objectives, risks, charges and expenses carefully before you invest. Information 
about these and other important subjects is in the fund’s summary prospectus or prospectus, which you should read carefully before 
investing. 

Performance referenced in the article is for the IS Shares as of March 31, 2025 unless otherwise indicated, and return percentages are 
annualized over that period. 

Average Annual Total Returns (%) as of 6/30/25 

Federated Hermes MDT All Cap
Core Fund 1 Year 3 Year 5 Year 10 Year 

Since 
Inception
(10/01/02) 

Expense Ratio†  

Before 
Waivers 

After 
Waivers 

Class IS (QIACX) NAV  22.23 24.05 19.75 14.57 11.43 0.93 0.75 
Class A (QAACX)  NAV  21.86 23.69 19.39 14.23 11.13 1.19 1.05 
Class A (QAACX) LOAD 15.15 21.37 18.05 13.58 10.85 1.19 1.05 
Russell 3000® Index 15.30 19.08 15.96 12.96 -- -- -- 

Performance quoted  represents past  performance,  which  is no  guarantee of  future results.  Investment  return and principal  
value will fluctuate so that an investor’s shares, when redeemed, may be worth more  or  less than  their  original  cost.  Current  
performance may be lower or higher than what is stated. To view  performance current to the most recent month-end,  and for  
after-tax  returns,  contact  us  or  visit  FederatedHermes.com/us.  Load figures reflect the maximum sales charge of 5.5% for A  
Shares.  To view performance current to the most recent month-end, and for after-tax  returns,  contact  us  or  visit  
FederatedHermes.com/us and  see the mutual  fund  product  page.  

† The fund’s expense ratio is from the most recent prospectus. The expense ratio may reflect voluntary fee waivers and/or 
expense reimbursements determined by the fund’s Advisor and its affiliates. The voluntary waivers and/or reimbursements, if 
applicable, are in effect up to but not including the later of 10/1/25 or the date of the fund’s next effective prospectus. 

Federated Hermes MDT  All Cap Core Fund is the successor to MDT All Cap Core Fund pursuant to a reorganization that took place on 
December 8, 2006. Prior to that date, the fund had no investment operations. Accordingly, the performance information shown for periods 
prior to that date is that of MDT  All Cap Core Fund. 
The  top 10 holdings  made up  the following  percentages of  Federated  Hermes MDT  All Cap Core  Fund’s portfolio as of 3/31/2025: 
Microsoft, 4.0%;  Apple  Inc.,  3.8%;  Alphabet,  3.2%;  Qualcomm  Inc.,  2.8%;  AbbVie Inc., 2.6%;  Meta Platforms, 2.6%; NVIDIA 
Corporation, 2.4%;  Amazon.com,  Inc.,  2.4%;  Fortinet,  Inc.,  2.3%;  and Amgen Inc., 1.9%.  
Holdings percentages are based on net assets at the close of business on March 31, 2025 and may not necessarily reflect 
adjustments that are routinely made when presenting net assets for formal financial statement purposes. Because this is a 
managed portfolio, the investment mix will change. 
This article is for informational purposes only and is not intended to be a recommendation to buy, sell or hold any of the securities 
referenced. 
Citywire tracks approximately 10,000 equity portfolio managers globally and identifies the top 5% as "Elite Investors." This selection is 
based on their performance, consistency and risk-taking ability. For more information, visit https://citywire.com/elite-companies/about. 
The 6,000 companies in Citywire's global database are rated, from the highest Citywire AAA rating to AA, A and +, based on these elite 
investors’ conviction in their shares. The top 10% of stocks are awarded a AAA rating, the next 20% AA, the next 30% A and the 
remainder are rated +. 
Forecasted dividend yield refers to the projection of a company’s yearly dividend. It’s calculated as a percentage of the current share 
price. 
Alpha is a measure of risk-adjusted performance. 
Mutual funds are subject to risks and fluctuate in value. 
The quantitative models and analysis used by the fund may perform differently than expected and negatively affect fund performance. 
Russell  3000®  Index  measures  the performance of  the largest  3000 U.S.  companies  representing  approximately  98%  of  the  investable  
U.S.  equity  market.  The Russell  3000®  Index  is  constructed to provide a comprehensive,  unbiased and stable barometer  of  the broad 
market  and is completely reconstituted annually to ensure new  and growing equities are reflected.  
Indexes are unmanaged and investments cannot be made in an index. 
Total return would have been lower in the absence of temporary expense waivers or reimbursements. 
The fund offers additional classes of shares. Performance for these classes will vary due to differences in charges in expenses. 
The value of equity securities in the fund’s portfolio will fluctuate and, as a result, the fund’s share price may decline. Equity securities may 
decline in value because of an increase in interest rates or changes in the stock market. 
Due to their relatively high valuations, growth stocks are typically more volatile than value stocks. Growth stocks also may not pay 
dividends or may pay lower dividends than value stocks. 
Diversification does not assure a profit nor protect against loss. 
There is no guarantee that any investment approach will be successful. Current and future portfolio holdings are subject to risk. 

https://citywire.com/elite-companies/about
https://Amazon.com
https://FederatedHermes.com/us
https://FederatedHermes.com/us
https://FederatedHermes.com/us


         
       

    
             

       
        

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

     
          

 

  
  

Views are as of June 24, 2025, and are subject to change based on market conditions and other factors. These views should not be 
construed as a recommendation for any specific security or sector. 

Any economic projections of forecasts found in the article display the subjective judgements and assumptions of the authors, and do not 
necessarily represent the opinions of Federated Hermes, Inc. Information in the article is as of July 2, 2025 unless stated otherwise. Some 
of the data contained in the article is based on information compiled by Citywire. Federated Hermes, Inc. cannot guarantee the accuracy 
or completeness of any statements or any data in the article. 

Federated Hermes, Inc.  
Federated Hermes  Tower  
1001 Liberty  Avenue  
Pittsburgh,  PA  15222-3779  

Contact us at FederatedHermes.com or call 1-800-341-7400. 
Federated Securities Corp., Distributor            
25-51589  (7/25) 

NOT  FDIC INSURED.   
MAY LOSE VALUE. 
NO BANK GUARANTEE. 

© 2025 Federated Hermes, Inc. 
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