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Setting the Context: Three Major Technology Trends Transforming the World

Data, Algorithms, and Computing Power
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Setting the Context: The Current AI Landscape
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Artificial Intelligence

Machine Learning

Natural Language Processing

Deep Learning

Large Language Models 

AI

LL
M

DL

ML NLP
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Navigating the Ocean of Alternative Data
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The data landscape has changed over time
Alternative Data

Source: Matt Turck
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Alternative Data

Traditional Data

E.g. Satellite imagery + 
Geo-location

E.g. Web-scraped + 
Holdings based

Market + Fundamentals

At the same time, some alternative datasets are becoming more mainstream
Alternative Data is distinct from traditional data

Not readily 
available

Non-standard

High potential 
benefits

Usually very 
large in scale

Com
plexity + O

pportunity

Crow
dedness
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Based on Government data collected by an NGO
Example I: Corporate Violation and Penalty

> Sensibility: the announcement of a regulatory violation is an exceptionally 
clean signal to the market about the extent to which the firm in question 

abides by its legal obligations (Armour et al., 2017)

> Excessive violations and penalties versus industry peers can possibly 
indicate not only lax governance structure and low management quality, 

but possibly also ineffective/risk-prone corporate culture 
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Unique data particular to the Chinese A-shares market
Example II: Institutional Investor Site Visits

Both Shanghai and Shenzhen 
exchanges mandate listed 

corporations disclose 
company site visits 

These visits and meetings are 
a good proxy for institutional 
investor interests and can be 
used as an indication of both 
corporate outperformance 

(stock-selection) and industry 
aggregate views (industry-

timing)
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Machine Learning for Quant Investing
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What is machine learning?

Traditional programming Machine Learning

Data

Program

Output

Data

Program

Output

“Machine learning algorithms improve automatically through experience and by the use of data.”
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Advantages of Machine Learning techniques

Data driven

 Identify most relevant features

 Efficient research cycle

Flexible

 Allow for nonlinear relations

 Allow for interaction effects

Forward-looking

 Prevent lookahead bias

 Deduce structural patterns
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News and return reversal interaction
Example III: Predicting returns using Machine Learning

News changes the inherent value of a security

t=1t=0 Price does not 
revert

t=2

[t=0] 
Oh no,

another 
downgrade!

Predicted Return over the next 10 days
Abnormal News Count over the past 10 days

Less 
Abnormal 

News
No Change

More 
Abnormal 

News

Return over 
past 10 days

Negative 
Return 16% 13% 10% 8% 5% 2% -1%

11% 9% 7% 5% 3% 1% -1%
6% 5% 4% 3% 1% 0% -1%

No Change 1% 0% 0% 0% 0% 0% -1%

-4% -4% -3% -3% -2% -1% -1%
-10% -8% -7% -5% -3% -2% 0%

Positive 
Return -15% -12% -10% -8% -5% -3% 0%
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From NLP to Alpha
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> The general NLP process
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Gathering and cleaning 
textual data

NLP
Translating text to mathematical objects

Tokenize textual data Translate tokens to application
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NLP applications

Sentiment classification Zero-Shot classification Sentence similarity

> Identify text tone > Train a model on some classes

> Predict a class the model does not know

> Translate sentences to coordinates

> Calculate distance between coordinates
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> GICS classification is intuitive but limited

> ML techniques can incorporate a lot more information and make more realistic peer groups

> Optimal peer identification combines human understanding with data-driven grouping

Source: Robeco, Refinitiv. For illustration only.

Example IV: Industry classification

Interactive Media Retail

Broadcasting Hardware
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Example V: The value of an earnings call

Cumulative return Takeaways

<

< AnalystsManagement

Presentation Q&A Company Q&A Analyst
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Example VI: Lost in translation
The underlying language matters

Cumulative return LinkedIn post 

English NLP Chinese NLP NLP COMB
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Conclusion and Q&A
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Conclusion

 Like in many other industries, big data and AI (next-gen quant applications) is here to stay in asset management

 Although most natural for quant investing, next-gen quant applications can also be of great help in fundamental 
investing

 Quant: next-gen quant can be used to detect non-linear patterns, estimate sentiments and trending topics, etc.

 Fundamental: next-gen quant applications can be used to summarize research reports, suggest investment ideas, 
(mostly) automate report writing, etc.

 Next-gen quant is not a panacea, but it can tremendously augment existing capabilities and increase efficiency 

 At the same time, it is still very important to keep “human-in-the-loop”, especially for AI applications

 The technology may seem daunting, but the barrier to entry is being lowered continuously.  At the same time, many 
firms are racing ahead in their own exploration.  The time to start is today!
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For Further Reading
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Q&A
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