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AI Isn’t Ready to Take Fund Manager 
Jobs Yet
Bloomberg, 2-Oct-2019

2019

AI anxiety: The workers who fear losing 
their jobs to artificial intelligence

BBC, 18-Apr-2023

2023
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ML in Investing

 Foundations

 Examples

 Best Practices



For institutional investor educational use only. Not to be reproduced or disseminated.

FOUNDATIONS



For institutional investor educational use only. Not to be reproduced or disseminated.

ARTIFICIAL 
INTELLIGENCE (AI)
a goal MACHINE 

LEARNING (ML)
an approach

DEEP 
LEARNING 
complex, flexible ML
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Defining Terms

Images copyright Dreamstime. 
For illustrative purposes only.
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Neuron and neural network images 
copyright Dreamstime. For illustrative purposes only.
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ML Examples

Decision Trees Neural Networks
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1999

1996

1996

1996

Neural Networks for Technical Analysis; 
Study on KLCI

Using Neural Networks to Forecast 
S&P 100 Implied Volatility

Forecasting Austrian IPOs: 
An Application of Neural Network 

Error Correction Models

Neural Networks and Empirical 
Research in Accounting

ML in Investing

For illustrative purposes only.

Investing Other Contexts

DATA AVAILABILITY

STABILITY OF ENVIRONMENT

SIGNAL VERSUS NOISE
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EXAMPLES
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ML in Context: Momentum Case Study

Chart Source: Acadian. For illustrative purposes only.
Jegadeesh, N., & Titman, S. (1993).  Returns to Buying Winners and Selling Losers: Implications for Stock Market Efficiency. The Journal of Finance, Vol XLVIII, No. 1 
March 1993.
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ML in Context: Momentum Case Study

Chart Source: Acadian. For illustrative purposes only.
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ML in Context: Momentum Case Study

Chart Source: Acadian. For illustrative purposes only.

“Supervised Learning” 
Can ML improve prediction 
by using data more flexibly?

11
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ML in Context: Momentum Case Study

Source: Acadian. For illustrative purposes only. 
Companies referenced are mentioned for illustrative 
purposes only and should not be considered as 
recommendations to buy or sell any specific securities

“Unsupervised Learning” 
Can ML identify subtle structure in complex data?
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Often:
 Ungoverned 
 Unquantified / unstructured 
 Big
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Alt Data & ML: A Symbiotic Relationship

TRADITIONAL DATAEconomic
Statistics

Market 
Data

Funda-
mentals

Business 
Information

Product 
Reviews

Sensors Labor 
Market

Trade

Social 
Media

Govern-
ment

Sentiment

Expert 
Analysis

Open

Ecommerce

Website 
Content

Satellite

B2B

Geo-
location

Product 
Pricing

Online 
Browsing

ALTERNATIVE DATA

Source: Acadian. For illustrative purposes only. 
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ML/Alt Data Application: Emerging Risk Themes

Source: Acadian. For illustrative purposes only. 
Companies referenced are mentioned for 
illustrative purposes only and should not be 
considered as recommendations to buy or sell 
any specific securities.
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ML/Alt Data Applications: Engagement

Source: Acadian. For illustrative purposes only. Companies referenced are mentioned for illustrative purposes only and should not be considered as recommendations to 
buy or sell any specific securities.
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BEST PRACTICES
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ML Research Process

Data
Preparation

Algorithm
Selection

17

How Should We Approach ML Research?

Data Sample 
Management

Informed by over-
(and under-) fitting risks

Guided by finance 
domain knowledge

Preserve validity of true 
out-of-sample testing

For illustrative purposes only.



ML: Substantial new 
opportunities for quants
• Unfettered analytical 

flexibility

• Broadened information set

Evolution rather than 
revolution
• Investment process: 

Still recognizable

• Domain knowledge: 
Still crucial

With great power comes great responsibility 
• Demands process discipline

• Exacerbates selection challenges for asset owners

flexibility
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