INSTITUTIONAL VERSION
Agentic AI and alpha: Where the AI edge really lies
As access to powerful AI models becomes increasingly commoditized, the differentiator for asset managers is shifting from the model itself to the investment workflow built around it. Models can be licensed; workflows must be designed, refined and governed. This marks an important evolution in how artificial intelligence contributes to investment research and portfolio construction.
AI has been part of quantitative investing for decades. Machine learning, natural language processing and alternative data have long helped investors identify patterns, extract signals and process information at a scale impossible manually. What is new is the rise of agentic AI, where systems are capable of pursuing multi‑step goals, maintaining context and selecting tools autonomously rather than simply responding to prompts. This development raises a different question: instead of asking only whether AI can forecast returns or uncover new signals, asset managers increasingly need to ask where the investment edge actually resides.
From model access to workflow advantage
Early debates around AI in investing focused heavily on model capability. Could AI generate alpha? Could it automate research? Could it reveal previously hidden relationships in data? These questions still matter, but as more firms gain access to similar foundation models, model access alone is unlikely to sustain an edge.
When powerful models can be licensed on broadly similar terms, access becomes less distinctive. The durable edge is more likely to sit in the workflow surrounding the model: how research questions are framed, how data is mapped, how validation failures are recorded, how constraints are applied and where human accountability remains. 
From clever answers to controlled workflows
Agentic AI differs from a typical assistant or copilot. A copilot responds to a prompt; an agentic system can pursue a goal across several steps, carry context forward, decide which tools to call and produce an output that a person may act on.
Once AI can operate across a workflow, the control question evolves. It is no longer enough to ask whether the model’s answer looks accurate; we must also ask whether the workflow was safe, reviewable and reversible. This is especially important in finance, where markets provide noisy and delayed feedback, historical samples are short and false positives can appear persuasive. 
Investment decisions also face constraints a model may not fully understand: mandate language, risk budgets, liquidity, transaction costs, benchmark exposure, tax considerations, implementation capacity and overlap with existing signals. A statistically interesting idea is not necessarily an investable one. For this reason, agentic AI should not be framed as autonomous alpha generation. A more realistic framing is that agentic AI can widen, accelerate and discipline the search for investment ideas, if the surrounding workflow is robust enough to catch errors before they matter.
Where the edge moves
This is where asset managers can build something harder to copy. A frontier model can be replaced; a firm’s research history cannot – nor its proprietary data mappings, prior failed tests, escalation norms, portfolio construction discipline or accumulated understanding of where attractive signals tend to break down. For quantitative investors, this is familiar: research quality depends not only on identifying a promising signal, but on testing whether it is robust, incremental, implementable and aligned with portfolio objectives. Agentic AI increases the need to encode this discipline into the workflow.
Three gates before investment review
Controlled agentic workflows can be organized around three gates: grounding, stability and permissioning.
· Grounding ensures information used in analysis was available at the time, preventing future data leakage.
· Stability checks whether a result is robust enough to examine, not merely confident‑sounding.
· Permissioning enforces boundaries through infrastructure and approval rights rather than relying on the model’s judgment.
Together, these gates help move agentic AI from a clever assistant to a controlled part of the investment process.
A research example
Consider a common quant workflow. A new academic paper proposes a candidate factor. An agentic workflow can scan the paper, extract the methodology, map inputs to the firm’s research environment, run a replication, compare results with the existing model suite and draft a memo summarizing the evidence.
Before any idea influences a model or portfolio, the workflow must answer a narrower question: what, exactly, has been proven? A controlled process should show whether the signal was replicated, whether the data were point‑in‑time, whether the result survived reasonable variations, whether it is incremental to the existing model suite and whether it remains implementable after costs, liquidity, risk and mandate constraints. If the idea does not clear those hurdles, the workflow should record why. The agent can prepare evidence and surface decision points, but it should not decide to include the signal or allocate capital.
What remains human
Three decisions should remain non‑delegable: whether a signal enters a model, whether capital is committed and whether the boundaries of the workflow itself should change. New tools, new data sources and more consequential actions are governance events, not choices for an agent.
In the search for alpha, the real edge may lie less in the model than in the disciplined process around it.
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