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RISE OF Al IN FINANCE: HISTORY

dEarly Excitement and Automation in Finance
JEarly Adoption of Al in Finance

Al Winter

JExpert Systems

THE ! "*I'E-".'i- H:'RI-». “"]"-1F“-.u SL-"-[:I.-'I.'H. FFHRL..JI.“I!L 26, 1985,
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MARCH 'OF THE MACHINE MAKES IDLE HANDS

By EVLE CLARK. m P |

1:5.":*‘“ o Prevalence of Unemplﬂyment With Greatly Increased Industrial Dutput-
‘::“::'"-E:."E. Points to the Inﬂum::e of Lahﬂrﬁavmg Devices as an Underlymg Eause
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TRADITIONAL VS GENERATIVE Al
| oenemavem

« Algorithmic processes Lhat identify pallerns and = The application of loundation models in order to creale

7] (']
= trends in structured, time series data sets that might = original content
% predict fulure behavior g = Uncovers hidden patterns that may not be evident
» Rules-based programs lo perform specific tasks through predictive Al
F; - Classification, anomaly detection, prediction é = Unstructured data, which is then classified
_E - Solve analytical tasks faster E « Crealing new content
= - Prediclable, traceable, controllable = - Nolffew-shot training
= Quanltitative analysis « Queslion answering
o * Risk modeling o « Sentiment analysis
% + Predictions % « Information extraction and search
%_ = Portfolio optimization %: « Content generation
=8 [=8
<« Robotic Process Automation (RPA) <« QObject recognition
* (Rules-based) Conversational Al * Summarization

Source: Bain Capital Ventures
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Which accelerated use casels) are you using? CHAMPION

CAPITAL RESEARCH
[

A I T R E N DS Machine _Eal'ninl_j j 5% A Wealth of Wisdom

LDeep learning Ea%
HPC 53%
Any of the above TR,

Which of the following accelerated computing use cases is your company investing in?

Select all that apply.
P Machine learning High-performancs compuling
. Ceep lrarning Extract. transfarm, load [ETL] S data transtormation

-

H
H
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lotal Capital Fintech® Olher Investment Hetail
Markets Banking Banking

Source: NVIDIA Annual State of Al
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What benefits are you seeing from your Al investments? CAPITAL RESEARCH

A I T A Wealth of Wisdom
R E N DS Yielded more accurate models &3%

Created a competitive advantage _ 8%

Created operational efficiencies 29%

Improved customer expericnces plzits

Reduced the total cost of ownership 199
Other | 1T
Don't know ) su

How has Al impacted your company?

5%  ERLE 10-70% P 01%: Mo impact
6% » 71%,
w
s 26% B 50
Increased Heduced
T16% B annual 109 - annual
revenues costs
yyL
- EI-II':' ¥
5% 18%

Source: NVIDIA Annual State of Al
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Al Trends

Fraud detection: transactions and payments 31% 10% 310%
Conversational Al 28% 8% Ja0%
Algorithmic trading 279% 13% 208%
Fraud detection: AML and KYC 23% 7% 327%
Recommender systems / next-best action 23% 10% 230%
Portfolio optimization 22% 14% 157%
Uefault prediction 19% &% J1é6%
Marketing optimization 19% T% 271%
Compliance 17% &% 283%
Underwriting and acquisition 12% 3% 400%
Lreating synthetic data for model creation and optimization 11% nfa

Claims processing 10% 4% 250%
Dther 10% 3% 333%
Robo advisory 9% 4% 225%
Don't know 7% 4% 175%

Source: NVIDIA Annual State of Al
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“Use CASE”:
INVESTMENT MANAGER DUE DILIGENCE

Data Complexity

(JProactive Data Utilization

Leveraging Emerging Technologies for Efficiency
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Al TECHNIQUES IN PORTFOLIO MANAGEMENT

Artificial Neural Networks
Decision Trees

JLASSO

dSupport Vector Machines
Cluster Analysis

(A Natural Language Processing

Source : CFA Institute
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Al in Portfolio Optimization

Arfificial Infelligence

Machine Learmning 1 Optimal asset weights are highly sensitive
to estimates of expected returns.

Neural networks

Deep Leamning  Estimating the variance-covariance matrix
requires a large time series of data and
the assumption of stable correlations
between asset returns.

[ Genetic algorithm optimization process

Source: CFA Institute
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Al in Risk Management

1 Making Use of Qualitative Data for Risk Modeling
 Producing More Accurate Forecasts of Economic Variables

(1 Fraud Detection

Source : CFA Institute
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OPPORTUNITIES AND CHALLENGES

[ Centralized data

clearing houses and
shared data L Complexity

ecosystems

 Opacity

J Low code data
ecosystems and real

] Data integrity
time insights

(] Ethics

J Augmentation of
human intelligence

Source : Northern Trust
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O C u S I O A Wealth of Wisdom

U History & Trends
W Techniques (traditional, generative, machine learning, neural networks, decision trees)
U Portfolio Management (optimization, asset allocation, risks)
Sources:
dHistory- Harvard University
Trends- NVIDIA Annual State of Al

dPortfolio Management — CFA Institute
JOpportunities & Challenges- Northern Trust

POWER of the PAST
FORCE of the FUT URE { W Follow Us @TEXPERS1 and Use #TEXPERS2023




	Slide 1
	Slide 2: Agenda:
	Slide 3: Rise of AI in Finance: History
	Slide 4: Traditional vs Generative AI
	Slide 5
	Slide 6
	Slide 7
	Slide 8: “Use Case”:  Investment Manager Due Diligence
	Slide 9: AI Techniques in Portfolio Management
	Slide 10: AI in Portfolio Optimization
	Slide 11: AI in Risk Management
	Slide 12: Opportunities And Challenges
	Slide 13: Conclusion

