Our Views

Artificial Intelligence - A productive, Not destructive, force
for capital markets

What once required long hours of manual work can now be completed within minutes with the help
of Al tools. A young analyst at an investment bank previously spent nights working through
spreadsheets, company filings, annual reports, and earnings transcripts before preparing
presentations for senior bankers. Today, Al can summarize reports, analyze historical data, create
valuation models, and even prepare draft insights almost instantly.

This transformation is no longer just an idea for the future. Most major global banks are already
investing billions of dollars in Al and automation. Al has quickly become an important part of the
financial system because capital markets are naturally driven by data, speed, and analysis.
Generative Al, in particular, has the potential to improve productivity and reduce operational costs
across the industry.

The impact of Al is most visible in trading activities. Quantitative and algorithmic trading already
depend heavily on machine learning and predictive analytics. Al systems can process huge amounts
of market data in real time, identify patterns, detect changes in sentiment, and react faster than
any human trader. In high frequency trading, speed is a major advantage, and Al performs
exceptionally well in such an environment.

Markets today react not only to company earnings but also to government policies, geopolitical
developments, and social media trends. Al systems can absorb and interpret these signals within
seconds. In many cases, machines are no longer simply assisting traders. They are becoming active
participants in trading decisions.

Research is another area being transformed rapidly. Equity research, debt analysis, and
macroeconomic forecasting involve large amounts of data collection and analysis. Al can scan
thousands of pages of company filings, compare historical results, identify unusual trends, and
generate summaries within minutes. Tasks that once consumed several days of analyst time are
now automated.

This does not mean research analysts will disappear completely. Instead, the nature of their work is
evolving. Analysts may spend less time gathering information and more time interpreting data,
guestioning Al generated conclusions, and providing strategic insights. Routine and repetitive work
is increasingly becoming machine driven, while human involvement is shifting toward decision
making and critical thinking.

Asset management is also becoming more technology driven. Al based systems are now helping
fund managers monitor risk, optimize portfolios, and rebalance investments continuously. Robo
advisory platforms already manage billions of dollars globally with limited human intervention.

One of Al's biggest advantages is its ability to process alternative sources of information such as
consumer behavior, shipping trends, and digital transaction data. This gives fund managers stronger
predictive capabilities. Investment decisions are increasingly being shaped by statistical analysis
rather than personal instinct alone. The traditional image of a star fund manager making bold
market predictions may gradually evolve into teams supported heavily by Al systems.
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Despite these advancements, the belief that Al will completely replace humans in capital markets is
unrealistic. Some areas of finance still depend heavily on human judgment, emotional intelligence,
and relationships. Sales and client relationship management are clear examples.

Capital markets are built on trust. Large institutional investors do not allocate billions of dollars only
because an algorithm suggests it. They invest because they trust the individuals advising them.
Understanding client concerns, managing uncertainty, and providing confidence during difficult
market conditions are deeply human abilities.

Al can certainly help sales teams by generating insights and recommendations, but maintaining long
term client relationships requires empathy, credibility, and communication skills. Financial decisions
are often emotional as much as analytical. During periods of crisis, clients look for reassurance and
confidence from experienced professionals, not just numbers and data.

The same is true in investment banking. Even with rapid technological progress, investment banking
remains highly relationship driven. Mergers and acquisitions, IPOs, and corporate restructuring
deals involve negotiation, strategic thinking, and interpretation that cannot be fully automated.

A merger & acquisition is not simply a financial calculation. It also involves personalities, company
cultures, boardroom dynamics, and political considerations. Senior bankers succeed not only
because they understand numbers but because they can influence decisions, manage stakeholders,
and navigate uncertainty. Al can support them by preparing presentations and analyzing
transactions, but it cannot replace trust, persuasion, or experience developed over many years.

Interestingly, Al may actually increase the importance of senior leadership. As routine analytical
work becomes automated, the value of strategic thinking, creativity, and human judgment may rise
further. Junior employees may become more efficient with Al support, but experienced decision
makers could become even more valuable.

At the same time, the industry must remain careful about becoming too dependent on Al systems.
If financial institutions rely on similar models and datasets, markets could become more
synchronized and vulnerable to large systemic risks. Al can improve efficiency, but it can also
amplify errors if used without proper oversight.

The future of capital markets is therefore unlikely to be a conflict between humans and machines.
Instead, it will be a partnership between the two. Al will continue to dominate repetitive, process
driven, and analytical tasks, while humans will remain essential in areas requiring trust, judgment,
negotiation, and emotional intelligence.

The real transformation in capital markets is not that Al will replace people. It is that Al will redefine
the skills that matter most in the financial industry.

Sunil Sanghai
Founder & CEO
NovaaOne Capital Pvt. Ltd
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