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 History of Artificial Intelligence at Bristol Gate 

 

At Bristol Gate, we believe that aiming for high dividend growth is more than a strategy; it's a 
pathway to sustainable wealth. Our long-term investment experience has always applied data to 
help us improve our investment process. The investment process begins with a unique Machine 
Learning Model that forecasts dividend growth 12 months forward, allowing us to invest in what we 
predict will be the highest quality dividend growers, uncovering exceptional opportunities for our 
clients. This piece will go into the history and development of our model, and how it contributes to 
our investment process today. 

Early Days to Advanced Analytics 

Since the inception of our US Equity Strategy in 2009, the investable universe has been defined by 
predicting dividend growth. At the onset, this meant employing a linear regression model, a 
statistical approach for predicting future outcomes based on past data. This initial model utilized 
only a few features to forecast dividend growth. Despite its simplicity, this was the foundation upon 
which our future innovations would be built. As technology evolved, access to advanced data 
management techniques became available and we hired our first Data Science specialists in 2011 to 
identify how we could improve our predictive capabilities. 

Between 2013 and 2014, the firm ventured into more advanced territory by adopting a two-stage 
Machine Learning Model. This new approach, cutting-edge at the time, utilized SAS (Statistical 
Analysis System); a software suite used for advanced analytics. The model combined classification 
and regression, offering a more nuanced understanding of dividend growth prospects. 

A New Era with Machine Learning 

A significant leap came in 2017 when we began developing a new model based on Extreme 
Gradient Boosting Trees, an optimized distributed gradient boosting library designed to be highly 
efficient, flexible, and portable. This marked a milestone in our journey, as it allowed for more 
accurate predictions by handling various types of data and enhancing the model's learning 
capability. This model was the firm’s first use of modern era artificial intelligence. 

In 2018, the model was further enriched by integrating new sources of data, such as analyst 
estimates and more specific data from company quarterly filings, providing deeper insights into the 
securities we were analyzing. This addition was a testament to our commitment to leveraging 
comprehensive data to inform our investment decisions.  

Along with this integration of new data, we re-trained the model using Light-GBM in this iteration 
(Ke et al., 2017). Light-GBM is a framework that uses the gradient boosting concept for tree-based 
algorithms. Known for its efficiency and speed, it has significantly improved our model’s 
performance. Moreover, Light-GBM's sophisticated design simplifies the modeling process, ensuring 
consistent, high-quality predictions without the complexities often associated with fine-tuning and 
other nuanced model characteristics. 

Throughout the years we have also enhanced our research and development capabilities through 
collaborations with distinguished academic institutions such as the University of Toronto, University 
of Waterloo, and York University. These partnerships with local universities, all key players within 
Toronto’s robust AI ecosystem, have provided us access to cutting-edge research and top-tier data 
science talent. 

Our journey hasn't been without its challenges. Data imbalance, missing information, and outliers 
are just some of the hurdles we've faced. Yet, each challenge has been an opportunity to refine our  
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model and process. Along the way, we've adopted strategies to address these various data concerns, 
ensuring our predictions remain robust across different market conditions.  

The Impact on Our Investment Strategy 

By automating the forecasting process, we've significantly reduced the prediction costs and 
eliminated biases that can affect human judgment. This efficiency allows us to analyze a broader 
range of companies, ensuring we don't overlook potential opportunities. 

Our investment strategy sets us apart by proactively identifying high-dividend growth companies. 
Unlike many other funds that rely on historical data and conventional analyses, our approach allows 
us to focus where traditional fund managers don’t, thus providing our clients with unique, forward-
looking investment opportunities. 

As we move forward, we’re excited to continue leveraging AI and Machine Learning to further 
enhance our investment process. We're exploring ways to extend our model's predictive horizon, 
delving into neural networks, and incorporating more diverse data sources. 

Beyond the Model at Bristol Gate 

Beyond our primary dividend growth prediction model, we have made significant strides in other 
scientific endeavors. Over time we have developed an array of tools designed to refine our 
investment process, including a dynamic idea generation platform that leverages data insights to 
uncover new investment opportunities. As another example, our threshold rebalancing technique, 
informed by rigorous data analysis, reduces unnecessary transactions and enhances efficiency. 
These innovations, among others, underscore our commitment to leveraging leading-edge 
technology to improve not only our investment strategies but also risk management and 
operational effectiveness, ensuring we stay at the forefront of the investment landscape. 

Conclusion 

Since our beginning 15 years ago, our steady improvements have led us to being a leader in dividend 
growth investing. We will continue to uphold our commitment to delivering outstanding results for 
our clients and seek new ways to understand and capitalize on market opportunities. 
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 Important Disclosures: There is a risk of loss inherent in any investment; past performance is not 
indicative of future results. Prospective and existing investors in Bristol Gate’s pooled funds or ETF 
funds should refer to the fund’s offering documents which outline the risk factors associated with a 
decision to invest. Separately managed account clients should refer to disclosure documents 
provided which outline risks of investing. Pursuant to SEC regulations, a description of risks 
associated with Bristol Gate’s strategies is also contained in Bristol Gate’s Form ADV Part 2A located 
at www.bristolgate.com/regulatory-documents.This piece is presented for illustrative and discussion 
purposes only. It should not be considered as personal investment advice or an offer or solicitation to 
buy and/or sell securities and it does not consider unique objectives, constraints, or financial needs 
of the individual. Under no circumstances does this piece suggest that you should time the market 
in any way or make investment decisions based on the content. Investors are advised that their 
investments are not guaranteed, their values change frequently, and past performance may not be 
repeated. References to specific securities are presented to illustrate the application of our 
investment philosophy only, do not represent all of the securities purchased, sold or recommended 
for the portfolio, it should not be assumed that investments in the securities identified were or will 
be profitable and should not be considered recommendations by Bristol Gate Capital Partners Inc. A 
full list of security holdings is available upon request. For more information contact Bristol Gate 
Capital Partners Inc. directly. The information contained in this piece is the opinion of Bristol Gate 
Capital Partners Inc. and/or its employees as of the date of the piece and is subject to change 
without notice. Every effort has been made to ensure accuracy in this piece at the time of 
publication; however, accuracy cannot be guaranteed. Market conditions may change and Bristol 
Gate Capital Partners Inc. accepts no responsibility for individual investment decisions arising from 
the use of or reliance on the information contained herein. We strongly recommend you consult 
with a financial advisor prior to making any investment decisions. Please refer to the Legal section of 
Bristol Gate’s website for additional information at bristolgate.com. 

A Note About Forward-Looking Statements: This report may contain forward-looking statements 
including, but not limited to, statements about the Bristol Gate strategies, risks, expected 
performance and condition. Forward-looking statements include statements that are predictive in 
nature, that depend upon or refer to future events and conditions or include words such as “may”, 
“could”, “would”, “should”, “expect”, “anticipate”, “intend”, “plan”, “believe”, “estimate” and similar 
forward-looking expressions or negative versions thereof. 

These forward-looking statements are subject to various risks, uncertainties and assumptions about 
the investment strategies, capital markets and economic factors, which could cause actual financial 
performance and expectations to differ materially from the anticipated performance or other 
expectations expressed. Economic factors include, but are not limited to, general economic, political 
and market factors in North America and internationally, interest and foreign exchange rates, global 
equity and capital markets, business competition, technological change, changes in government 
regulations, unexpected judicial or regulatory proceedings, and catastrophic events. Readers are 
cautioned not to place undue reliance on forward-looking statements and consider the above-
mentioned factors and other factors carefully before making any investment decisions. All opinions 
contained in forward-looking statements are subject to change without notice and are provided in 
good faith. Forward-looking statements are not guarantees of future performance, and actual 
results could differ materially from those expressed or implied in any forward-looking statements. 
Bristol Gate Capital Partners Inc. has no specific intention of updating any forward-looking 
statements whether as a result of new information, future events or otherwise, except as required by 
securities legislation. 

http://www.bristolgate.com/regulatory-documents

