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- EUROPEAN
COMMISSION

of regulators and CEi) e In 2021 EC proposed
SUpervisors

The growing interest

harmonized rules on Al
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The use of artificial intelligence and machine
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CONSOB’s survey in
collaboration with
Assogestioni

The objectives
and...

CONSOB

The survey aims to gather evidence on:

(i) use of artificial intelligence (Al) systems in asset
management in the domestic market, at all stages of
the value chain, also considering the projects planned
and/or in progress

(ii)) opinions on expected benefits and potential risks
related to the use of Al systems

The survey was carried out in July 2021 in collaboration with
Assogestioni, and involved eight large asset management
companies, belonging to groups representing more than 60%
of the assets under management in Italy as of the first
quarter of 2022



CONSOB’s survey in

collaboration with The survey consists in 5 sections on:
Assogestioni

(i) strategic objectives related to the development
and use of Al systems

(ii)) areas of use and technologies adopted

..the areas (iii) ongoing projects/experiments/research

investigated

(iv) organization and governance

(v) expected benefits and perceived risks




The development

and use of Al
Syste ms: st rategic Why are Al systems a strategic priority (or will they be in the near future) for your Company?

goals

developing innovative management strategies
maintaining competitive position
increasing operational efficiency

strengthening compliance action

 The development of Al
systems is already a
strategic priority improving risk management
Al as part of a general
technological innovation increasing profitability
strategy

improving investment process performance

keeping pace with technological developments




Areas involved in
use or development
of Al systems

Al are currently used by
the majority of
respondents

In almost all cases, Al
systems have been in use
for at least one year

Several Al projects are
ongoing

For each area, at what stage is the use or development of Al systems?

full implementation M pilot testing M analysis of possible uses

investment process

operational efficiency

data collection, management and analysis

marketing, sales and customer relationships

infrastructure management and cyber risk

compliance

target market identification



Al in the investment
process:
technologies and
products

Al technologies are used
mainly for UCITs

The use for AlFs is less
widespread

In some cases, Al is also
used for ESG funds

Which Al technology does your company use at each stage of the investment process?

® advanced analytics techniques B machine learning

M natural language processing intelligent/ robotic process automation
m sentiment analysis

asset classes definition

strategic asset allocation and
optimization

tactical asset allocation and
rebalancing

stock/bond picking

risk management




Organization and
human resources

CONSOB

Which functional areas are involved? Are there adequate skills in the company?

portfolio management

technological development

specific dedicated area

organisation and data
management

marketing

compliance

risk management

human resources

organisational areas involved

chief technology officer

data scientist

data analyst

data engineer

data protection officer

chief data officer

other figures

human resources available




Data and algo
governance

procedures
are still
evolving

the need for
strong human
oversight and
control

=

data-governance in 5 companies
algo-governance in 3 companies

none of the respondents
mentioned Al systems acting
autonomously

in 4 companies there is no direct
use of Al systems in relevant
decisions
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Expected benefits
and perceived risks

improving competitiveness

improving performance of
investment process

The expected benefits
cover several areas

increasing efficiecy

new innovative strategies
strengthening compliance
improving risk management

increasing profitability

II

poor interpretability of
outputs and/or algorithms

inadequate control validations
or monitoring

Main risks are related to
explainability of outputs/
algorithms

bias in data and/or algorithms
reputational risks due to poor
performance

inappropriate identification of
responsibilities

| | I

data protection and security
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Looking ahead

Al technologies will become more and more
used in the next five years

Several projects planned for the future, mainly
in the area of investment process

Technological and regulatory developments are
the most important factors that will drive the
intensity of Al use in the future
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In conclusion

Al technologies are a strategic priority for asset
management companies as they are
considered an important tools to enhance
performances in several areas

Al systems are already used in a variety of
processes and many other processes will be
interested in the future

A good governance is crucial, and this issue is
on the agenda of asset management
companies
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