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AI/ML and alt data: revolution or evolution?
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Al Isn’t Ready to Take Fund Manager Al anxiety: The workers who fear losing

Jobs Yet their jobs to artificial intelligence
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ML in Investing

Foundations

Best Practices
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Defining Terms

ARTIFICIAL
INTELLIGENCE (Al)

a goal MACHINE

LEARNING (ML)

an approach

DEEP

LEARNING
complex, flexible ML

Images copyright Dreamstime.
For illustrative purposes only.




ML Examples

Decision Trees Neural Networks
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Neuron and neural network images
copyright Dreamstime. For illustrative purposes only.
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ML in Investing - N

Investin Other Contexts

MoV Securtty/ e

Neural Networks for Technical Analysis; 1999
Study on KLCI
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Using Neural Networks to Forecast 1996
S&P 100 Implied Volatility

Forecasting Austrian IPOs:
An Application of Neural Network 1996
Error Correction Models

SIADILIILIY Ul

———
d n
|
=
il
|
e = -
LT T

Neural Networks and Empirical 1996
Research in Accounting
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EXAMPLES
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ML in Context: Momentum Case Study
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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 XLVIIl, No. 1
March 1993.
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ML in Context: Momentum Case Study

FOUNDATIONS
Simple, Robust

DEEPER INSIGHTS

Behavioral, Structural Drivers

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

FOUNDATIONS
Simple, Robust

DEEPER INSIGHTS

Behavioral, Structural Drivers

ANALYTICAL
FLEXIBILITY

Machine Learning

Chart Source: Acadian. For illustrative purposes only.
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“Supervised Learning”
Can ML improve prediction
by using data more flexibly?

1 year prior < » 1 month prior

11



ML in Context: Momentum Case Study

— GEN 1—

FOUNDATIONS
Simple, Robust
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DEEPER INSIGHTS

Behavioral, Structural Drivers

—gEN g —

ANALYTICAL
FLEXIBILITY

Machine Learning

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

For institutional investor educational use only.

“Unsupervised Learning”
Can ML identify subtle structure in complex data?
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Alt Data & ML: A Symbiotic Relationship

Geo- Broduct ALTERNATIVE DATA

location Pricing

Often:
= Ungoverned

= Unquantified / unstructured
Online

Labor . Bi
Market Browsing 9

Product Expert Website

Reviews Analysis Content

Business
Information

Market E i
i [t TRADITIONAL DATA

Source: Acadian. For illustrative purposes only.
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ML/AIt Data Application: Emerging Risk Themes
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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/AIt Data Applications: Engagement
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BEST PRACTICES
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How Should We Approach ML Research? g—

Guided by finance
domain knowledge

Informed by over-

_ (and under-) fitting risks
Data Algorithm

Preparation Selection

Data Sample
Management

Preserve validity of true
out-of-sample testing

For illustrative purposes only.
pure v For institutional investor educational use only. Not to be reproduced or disseminated. 17



ML: Substantial new

Evolution rather than

opportunities for quants revolution
* Unfettered analytical * Investment process:
flexibility Still recognizable
 Broadened information set  Domain knowledge:
Still crucial
flexibility

With great power comes great responsibility

« Demands process discipline
» Exacerbates selection challenges for asset owners
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Legal Disclaimer

These materials provided herein may contain material, non-public information within the meaning of the United States Federal Securities Laws with respect to Acadian Asset Management LLC, BrightSphere Investment
Group Inc. and/or their respective subsidiaries and affiliated entities. The recipient of these materials agrees that it will not use any confidential information that may be contained herein to execute or recommend
transactions in securities. The recipient further acknowledges that it is aware that United States Federal and State securities laws prohibit any person or entity who has material, non-public information about a publicly-traded
company from purchasing or selling securities of such company, or from communicating such information to any other person or entity under circumstances in which it is reasonably foreseeable that such person or entity is
likely to sell or purchase such securities.

Acadian provides this material as a general overview of the firm, our processes and our investment capabilities. It has been provided for informational purposes only. It does not constitute or form part of any offer to issue or
sell, or any solicitation of any offer to subscribe or to purchase, shares, units or other interests in investments that may be referred to herein and must not be construed as investment or financial product advice. Acadian has
not considered any reader's financial situation, objective or needs in providing the relevant information.

The value of investments may fall as well as rise and you may not get back your original investment. Past performance is not necessarily a guide to future performance or returns. Acadian has taken all reasonable care to
ensure that the information contained in this material is accurate at the time of its distribution, no representation or warranty, express or implied, is made as to the accuracy, reliability or completeness of such information.

This material contains privileged and confidential information and is intended only for the recipient/s. Any distribution, reproduction or other use of this presentation by recipients is strictly prohibited. If you are not the
intended recipient and this presentation has been sent or passed on to you in error, please contact us immediately. Confidentiality and privilege are not lost by this presentation having been sent or passed on to you in error.

Acadian’s quantitative investment process is supported by extensive proprietary computer code. Acadian’s researchers, software developers, and IT teams follow a structured design, development, testing, change control,
and review processes during the development of its systems and the implementation within our investment process. These controls and their effectiveness are subject to regular internal reviews, at least annual independent
review by our SOC1 auditor. However, despite these extensive controls it is possible that errors may occur in coding and within the investment process, as is the case with any complex software or data-driven model, and
no guarantee or warranty can be provided that any quantitative investment model is completely free of errors. Any such errors could have a negative impact on investment results. We have in place control systems and
processes which are intended to identify in a timely manner any such errors which would have a material impact on the investment process.

Acadian Asset Management LLC has wholly owned affiliates located in London, Singapore, and Sydney. Pursuant to the terms of service level agreements with each affiliate, employees of Acadian Asset Management LLC
may provide certain services on behalf of each affiliate and employees of each affiliate may provide certain administrative services, including marketing and client service, on behalf of Acadian Asset Management LLC.

Acadian Asset Management LLC is registered as an investment adviser with the U.S. Securities and Exchange Commission. Registration of an investment adviser does not imply any level of skill or training.
Acadian Asset Management (Singapore) Pte Ltd, (Registration Number: 199902125D) is licensed by the Monetary Authority of Singapore.

Acadian Asset Management (Australia) Limited (ABN 41 114 200 127) is the holder of Australian financial services license number 291872 ("AFSL"). It is also registered as an investment adviser with the U.S. Securities and
Exchange Commission. Under the terms of its AFSL, Acadian Asset Management (Australia) Limited is limited to providing the financial services under its license to wholesale clients only. This marketing material is not to
be provided to retail clients.

Acadian Asset Management (UK) Limited is authorized and regulated by the Financial Conduct Authority (‘the FCA') and is a limited liability company incorporated in England and Wales with company number 05644066.
Acadian Asset Management (UK) Limited will only make this material available to Professional Clients and Eligible Counterparties as defined by the FCA under the Markets in Financial Instruments Directive.
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