The GenAl Revolution in U.S. Capital Markets: A
Comprehensive Analysis of Strategy, Compliance,
and Deployed Use Cases

This comprehensive report examines how Generative Artificial Intelligence (GenAl) has evolved from a theoretical
concept to a practical reality in U.S. capital markets. Financial institutions across the industry are now deploying
these advanced Al systems to alleviate chronic pain points, pursue new strategic frontiers, and create substantial
economic value. The report analyzes the strategic imperatives driving adoption, the evolving regulatory landscape,
and real-world use cases that demonstrate how leading firms are leveraging GenAl to transform their operations
and create competitive advantage.
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The New Competitive Landscape: How Generative
Al 1s Reshaping Capital Markets

The U.S. capital markets industry is experiencing a fundamental transformation driven by the widespread

adoption of Generative Al. This technology is not merely an incremental improvement but a transformative force

that provides novel solutions to long-standing structural challenges. By automating intelligent tasks, synthesizing
complex information, and enabling personalization at scale, GenAl is altering the competitive dynamics of the

Industry and creating new avenues for value creation.

Addressing Manual, Time-Consuming
Processes

Capital markets firms have traditionally dedicated
countless hours to manual, repetitive tasks like
creating client pitchbooks, which consume
valuable time from junior bankers. GenAl directly
targets this pain point by automating the creation
of first-draft content, generating polished text,
charts, and even full slides based on simple natural
language prompts.

These tools can produce market overviews or
company profiles in seconds, drastically reducing
the time spent on routine content creation and
allowing bankers to focus on higher-value
activities like strategic analysis and client
Interaction.

Breaking Down Knowledge Silos

Financial institutions possess immense reserves of
internal knowledge that are often fragmented
across different departments, databases, and
document repositories. GenAl addresses this by
acting as an intelligent, conversational interface to
a firm's entire body of knowledge.

These tools can understand plain-language queries
and instantly retrieve or synthesize relevant
information from the firm's vast internal archives,
effectively creating an institutional memory that
"never forgets."

Conquering Data Overload and Research
Bottlenecks

The sheer volume of market data, regulatory
filings, earnings calls, research reports, and global
news has created a human bottleneck in the
research process. GenAl's natural language
processing capabilities can ingest and summarize
tens of thousands of pages of unstructured text in
moments.

Al tools can condense lengthy SEC filings or hour-
long earnings calls into concise summaries of key
takeaways, mitigating information overload and
dramatically accelerating the research and due
diligence process.

Enabling Mass Personalization

Clients increasingly expect highly personalized
service, tailored advice, and customized insights.
Historically, delivering this level of personalization
at scale has been operationally unfeasible. GenAl
makes mass customization economically viable for
the first time.

The technology can automatically generate
personalized reports, investment summaries, and
client communications for thousands of clients
simultaneously, breaking the traditional trade-off
between depth of service and the number of
clients served.

The Economic Impact: Quantifying the Transformation

The adoption of Generative Al is not merely a technological upgrade; it is a strategic economic imperative with the
potential to significantly impact profitability and productivity across the industry. The value proposition is

grounded in tangible financial metrics, moving beyond theoretical benefits to measurable returns on investment.

Productivity and Profitability Uplift

The potential economic impact of GenAl is massive.
J.P. Morgan Research has estimated that the
technology could contribute between $7 trillion and
$10 trillion to global GDP, driven by a significant
workforce productivity boom. Within the financial
services sector, McKinsey analysis suggests that GenAl
could add between $200 billion and $340 billion in
value annually to the global banking industry alone.

In the Investment Banking Division (IBD), Deloitte
estimates that GenAl could improve productivity by an
average of 34%. Studies of early "copilot"
deployments have shown that knowledge workers
using GenAl can complete tasks up to 37% faster with
comparable or even higher quality.
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Cost Base Reduction and New ROI Calculation

For an average asset management firm, the impact from Al and GenAl could be equivalent to 25% to 40% of its

entire cost base. These savings extend across the enterprise, from marketing and finance to human resources and

compliance. The return on investment from GenAl differs fundamentally from many previous technology

investments, offering a clear path to tangible "change-the-business" ROl rather than merely maintaining legacy

systems.

The value is not only in cost savings (bottom-line impact) but also in driving revenue growth (top-line impact). By

enabling personalization at scale, GenAl can improve client engagement and retention, with some estimates

suggesting a potential 30% boost in engagement and a 5% to 10% increase in sales. Furthermore, the ability to

accelerate research and generate novel investment ideas can directly contribute to alpha generation and the

creation of new, Al-native products, opening up entirely new revenue streams.



Strategic Imperatives in the Al Era

Financial institutions are adopting Generative Al not as a standalone technology but as an integral component of
their core business strategies. The implementation of these tools is guided by a clear set of strategic imperatives
aimed at building more efficient, intelligent, and client-centric organizations. Leading firms are moving beyond
Isolated use cases to weave GenAl into the fabric of their operations, seeking to establish a sustainable
competitive advantage in an industry being rapidly redefined by artificial intelligence.

The Drive for Hyper-Efficiency

A paramount strategic goal for capital markets firms is the relentless pursuit of operational efficiency to improve
margins and enhance agility. Generative Al is proving to be a powerful engine for achieving a state of "hyper-
efficiency," moving beyond simple task automation to the intelligent re-engineering of entire workflows.

The dominant strategic model for achieving this is the deployment of Al "copilots" or assistants that augment the
human workforce. Rather than aiming for full automation, which carries significant risks, firms are strategically
providing their employees with Al tools that handle the most repetitive and time-consuming aspects of their jobs.
For instance, investment banks and technology firms alike are equipping their software developers with Al-
powered coding assistants. These tools can generate, debug, and translate code, significantly accelerating
development cycles for new applications and platforms.

This augmentation strategy extends deep into the middle and back office, areas traditionally burdened by manual
processes. Here, GenAl is being used to streamline document processing, enhance regulatory compliance
workflows, and improve knowledge management. In the context of the accelerated T+1 settlement cycle in the
U.S., the ability of Al to quickly identify and resolve trade settlement issues is not just an efficiency gain but a
critical component of operational resilience.

Redefining the Client Experience

A second core strategy is to leverage GenAl to -
fundamentally redefine the client experience, moving
from standardized service models to personalization
at scale. In an increasingly competitive market,
deepening client relationships is a key differentiator,
and GenAl provides the tools to do so in a way that
was previously not economically viable.

The strategic application of GenAl for personalization
Is projected to have a significant impact, with Boston
Consulting Group estimating that it can boost client
engagement by over 30%. The most prominent real-
world example of this strategy is Morgan Stanley's
partnership with OpenAl. The firm has deployed an
internal Al assistant that gives its financial advisors
Instant, conversational access to the firm's vast

repository of research and market data.

This tool empowers advisors to answer complex client Al-augmented advisors can deliver more personalized
questions in seconds, prepare for meetings more client experiences at scale

effectively, and deliver hyper-relevant, timely insights.

The strategy is not to replace the advisor but to make

them more informed, more efficient, and more

valuable to their clients, thereby strengthening the

relationship and enabling them to serve a broader

client base with a consistently high level of service.

A Catalyst for Innovation and Alpha

Beyond optimizing existing processes, a more forward-looking strategy involves using GenAl as a catalyst for
innovation and a source of competitive advantage, or "alpha." This approach treats Al not just as a tool for
efficiency but as an engine for creating new capabilities and revenue streams.

One of the most powerful applications is as a "research accelerator". Asset managers and hedge funds are
deploying GenAl to sift through immense volumes of unstructured data—such as news articles, SEC filings, and
earnings call transcripts—to surface investment ideas and draft initial investment memos. This concept of a
"synthetic army" of Al analysts allows firms, including smaller ones, to dramatically increase the breadth and
speed of their research coverage. By compressing the "time-to-insight," these tools enable portfolio managers to
react more quickly to market-moving information and make decisions based on a more comprehensive analysis of
available data.

Fortifying Risk Management and Compliance

Finally, firms are strategically employing GenAl to fortify their risk management and compliance frameworks. In a
highly regulated industry, a strong control environment is not just a requirement but a strategic asset that builds
trust with clients and regulators. GenAl is being integrated as a tool to make risk management more proactive and
predictive.

Al models can continuously monitor vast datasets of transactions and communications to identify anomalies and
patterns that may indicate emerging risks, such as market manipulation, fraud, or compliance breaches. By
flagging these issues in real-time for human review, GenAl enables risk and compliance teams to intervene earlier
and more effectively than with traditional, rules-based systems. This moves the firm from a reactive to a more
proactive risk posture.

GenAl also plays a strategic role in satisfying regulatory expectations for documentation and transparency. The
technology can be used to automatically document processes, assist in the testing of internal controls, and
enhance the traceability of models, all of which create clearer and more comprehensive audit trails for regulators.
By using Al as a force multiplier for their risk and compliance functions, firms can ensure that their control
frameworks scale effectively with the growth of the business, thereby reducing the likelihood of costly regulatory
penalties and reinforcing their reputation as responsible market participants.



Navigating the Regulatory Maze: Compliance and
Risk in the Age of Al

The rapid integration of Generative Al into U.S. capital markets is occurring under the watchful eye of federal
regulators. While the technology offers powerful new capabilities, it also introduces novel risks and complexities.
The prevailing regulatory approach from the Securities and Exchange Commission (SEC), the Financial Industry
Regulatory Authority (FINRA), and the Commodity Futures Trading Commission (CFTC) has been consistent and
clear: existing laws and regulations are technology-neutral and apply with full force to any activities involving Al.

The Regulatory Stance: A Technology-Neutral Framework

Despite the transformative nature of GenAl, U.S. financial regulators have thus far refrained from issuing a new,
bespoke set of rules for artificial intelligence. Instead, they have uniformly emphasized that their existing,
principles-based regulatory frameworks are designed to be durable and adaptable to technological change.

FINRA's Position

FINRA has been particularly
explicit in its communications
to member firms. In its
Regulatory Notice 24-09,
published in June 2024, FINRA
reminded members that its
rules continue to apply when
they use GenAl, just as they
would with any other
technology. The notice does not
create new requirements but
underscores the applicability of
established rules, such as Rule
3110 (Supervision) and Rule
2210 (Communications with the
Public).

SEC's Position

The SEC has adopted a similar
stance, stressing that "time-
tested laws" remain the
bedrock of market regulation.
SEC leadership has repeatedly
affirmed that core obligations
such as an investment adviser's
fiduciary duty and a broker-
dealer's duties under Regulation
Best Interest apply fully to Al-
generated recommendations. A
key area of focus for the SEC
has been "Al washing"—the
practice of making false or
inflated claims about a firm's Al
capabilities.

CFTC's Position

The CFTC has also aligned with
the technology-neutral
approach. In a 2023 staff
advisory, the commission
emphasized that its existing
rules under the Commodity
Exchange Act govern the use of
Al in the derivatives markets.
The advisory encourages firms
to proactively assess the risks
associated with Al deployment
and to update their policies,
procedures, and controls
accordingly.

Key Regulatory Obligations and GenAl Applications

Generative Al presents a dual challenge for compliance departments: it is both a powerful tool that can be used to
meet regulatory obligations more efficiently and a new technology that creates its own set of compliance
considerations.

On one hand, firms are leveraging GenAl to enhance their compliance programs. The technology's ability to
analyze vast datasets makes it an effective tool for augmenting market and communications surveillance. An Al
model can sift through millions of trades and electronic messages to identify and summarize potential instances
of market abuse, insider trading, or other misconduct for review by human compliance officers, helping firms fulfill
their supervisory duties. Similarly, GenAl can automate the creation of routine regulatory reports and
documentation, and it can quickly summarize lengthy new rule proposals, helping firms stay abreast of their
obligations and respond in a timely manner.

On the other hand, the use of GenAl itself is subject to strict regulatory requirements. The most fundamental of
these is accountability. Firms are held 100% responsible for any output generated by an Al system. If a customer-
facing chatbot provides investment advice, that advice must adhere to the same standards of fairness, balance,
and suitability as if it were delivered by a human advisor. This necessitates robust "human-in-the-loop" review
processes for any client-facing or compliance-critical Al output. Additionally, record-keeping rules, such as SEC
Rule 17a-4, apply to Al-generated communications. Firms must capture and archive logs of client interactions with
chatbots and any other Al-generated correspondence, just as they would with emails or instant messages.

Managing Novel Risks: The Al Governance Imperative

Visible Risks
Hallucinations & Privacy
Regulatory & IP Issues

'—@ Algorithmic Bias & Data

@ Model Oversight & Testing

The unique nature of Generative Al introduces a new class of risks that require dedicated governance and
mitigation strategies. Regulators expect firms to manage these risks proactively as part of a comprehensive Al
governance framework.

® Accuracy and Hallucinations ® Data Privacy and Confidentiality

A primary concern is the risk of "hallucinations," The use of third-party or public GenAl models

where a GenAl model confidently produces incorrect
or fabricated information. In a financial context,
such inaccuracies could mislead investors, result in
poor decisions, and lead to compliance breaches.
The most effective mitigation strategy is to ground
the Al in a controlled, curated knowledge base.
Leading firms like BlackRock and Morgan Stanley
explicitly employ this approach; their Al tools are
restricted to drawing information from the firms'
own proprietary, vetted data, which dramatically
reduces the risk of hallucination.

Model Bias and Fairness

Al models trained on historical data can
inadvertently learn and perpetuate existing biases,
which could lead to discriminatory outcomes in
areas like lending, hiring, or investment
recommendations. This is a key area of concern for
regulators, who have warned that opaque "black
box" models can undermine trust if their outcomes
appear unfair. In response, firms are implementing
Al governance frameworks that mandate bias
testing during model development and require
thorough documentation of training data and model

creates a significant risk of data leakage. Feeding
sensitive, non-public client information or
proprietary firm data into a public LLM could violate
data privacy laws like the Gramm-Leach-Bliley Act
and a firm's duty of confidentiality. To mitigate this,
many firms are opting to use on-premise models,
secure private cloud instances, or services that
guarantee data will not be used for training.

Intellectual Property and Copyright

The legal landscape surrounding the data used to
train large language models is still evolving, creating
potential risks related to copyright infringement.
Firms must be diligent in ensuring they have the
rights to use the data on which their models are
trained. Simultaneously, they must implement
controls to protect their own intellectual property
and prevent proprietary information from being
inadvertently exposed through Al-generated
content.
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In-Depth Analysis of Deployed Use Cases by

Market Segment

The theoretical potential of Generative Al is now being realized through a growing number of concrete, deployed

applications across the capital markets value chain. From the front office of investment banking to the back office

of post-trade operations, firms are implementing GenAl-powered solutions to solve specific, tangible problems. An
analysis of these real-world use cases reveals how the technology is being tailored to the unique needs and pain

points of each market segment.

Investment Banking

In investment banking, where deal execution is
document-heavy and time-sensitive, GenAl is being
deployed primarily as a productivity engine to
accelerate workflows and augment the capabilities of
banking teams.

Case Study: Automating Pitchbook and
Deal Document Creation

A quintessential pain point in investment banking is
the creation of pitchbooks, a process that has
historically consumed a vast amount of junior bankers'
time with manual data gathering, writing, and
formatting. Several investment banks are now actively
using or piloting internal GenAl tools to automate
significant portions of this workflow. These tools,
often built on proprietary large language models
trained on the bank's own financial data and research,
can generate first drafts of key pitchbook sections on
demand.

A banker can issue a prompt such as, "Create a market
overview for the U.S. software sector, including recent
M&A trends," and receive a coherent, data-rich
narrative with accompanying charts. This dramatically
accelerates the initial drafting phase, with some
reports indicating time savings of around 30% in the
creation of offering memorandums. While human
bankers remain critical for refining the strategic
narrative, verifying data, and customizing the final
product for the client, the automation of the initial
"grunt work" addresses the chronic issue of analyst
burnout and allows teams to respond to client
requests more rapidly.

Asset & Wealth Management
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Case Study: The Rise of the "Deal
Copilot”

Beyond document creation, GenAl is being used as a
strategic research assistant, or "deal copilot," to
support M&A advisory and capital raising. Banking
teams can use these internal Al assistants to quickly
synthesize market intelligence, evaluate potential
deals, and generate strategic ideas.

For example, a banker working on a potential
acquisition can query the Al to summarize the target
company's recent performance, analyze industry-wide
valuation multiples, or identify key risks highlighted in
recent analyst reports. This compresses the research
timeline and allows for more data-driven strategic
conversations with clients. Some firms, like Morgan
Stanley, have deployed tools that help relationship
managers surface relevant ideas and insights from the
firm's vast intellectual capital in real-time, enhancing
the advisory process.

In asset and wealth management, GenAl is being deployed to enhance the capabilities of investment professionals,
deliver personalized client service at scale, and accelerate the investment research process.

—0— —0— —0—

Morgan Stanley's Advisor
Assistant

One of the most prominent and
mature deployments of GenAl
in capital markets is Morgan
Stanley's internal chatbot for
its financial advisors, developed
in partnership with OpenAl.
This tool addresses the critical
pain point of knowledge
retrieval; advisors often need to
find specific information from
the firm's extensive research
library quickly, a task that used
to involve cumbersome
database searches or calls to
research desks.

The Al assistant provides a
conversational interface to over
100,000 internal documents,
allowing an advisor to ask a
question in natural language
and receive a synthesized,
compliant answer in seconds.
The tool's high adoption rate of
over 98% among advisor teams
underscores its value.

BlackRock's Aladdin Copilot

BlackRock has taken a platform-
centric approach by integrating
GenAl directly into its flagship
Aladdin investment
management and risk platform
with the introduction of
Aladdin Copilot. This tool acts
as the "intelligent connective
tissue" across Aladdin's various
modules, allowing portfolio
managers and risk officers to
query their own portfolio data
using natural language.

A user can ask complex
questions like, "What is my
portfolio's exposure to Chinese
technology stocks, and how
would a 10% currency
depreciation impact my
returns?" and receive an
immediate, data-driven answer
without needing to navigate
multiple screens or run complex
reports. By embedding Al within
its core platform, BlackRock is
making its already dominant
ecosystem stickier and
widening its competitive moat.

The "Synthetic Army" of Al
Research Analysts

The concept of a "synthetic
army" of Al research analysts is
gaining traction, where firms
use GenAl to perform tasks that
would traditionally require a
large team of human analysts.
This includes summarizing
earnings call transcripts in real-
time, scanning thousands of
news sources for shifts in
market sentiment, and drafting
initial sections of investment
theses.

This capability allows smaller
asset managers and hedge
funds to level the playing field
with larger competitors,
producing a high volume of
research and analysis at a low
marginal cost. By accelerating
the research cycle, these tools
enable investment teams to
identify market opportunities
or risks more quickly and make
more timely, informed
decisions.

Trading & Markets

On trading desks, where speed and information advantage are paramount, GenAl is being used to create next-

generation analytics tools and solve specific market challenges.

Case Study: BloombergGPT — A
Domain-Specific LLM for Market
Analytics

Recognizing that general-purpose language models
struggle with the nuances of financial language,
Bloomberg developed BloombergGPT, a massive 50-
billion parameter large language model specifically
trained on financial data. The model was trained on a
unique dataset comprising 363 billion tokens from
Bloomberg's own extensive archives of financial
documents, augmented with 345 billion tokens from
general datasets.

This domain-specific training allows BloombergGPT to
significantly outperform general models on financial
NLP tasks such as sentiment analysis, named entity
recognition, and news classification. Integrated into
the Bloomberg Terminal, this tool allows traders to ask
questions in plain English and receive instant,
financially-aware answers, enabling them to gauge
market sentiment and react to new information faster
than ever before.

Case Study: Broadridge's BondGPT —
Solving Liquidity Discovery

A prime example of a deployed, Al-native product is
Broadridge's BondGPT, available on its LTX bond
trading platform. The corporate bond market is

notoriously opaque and fragmented, making it
difficult for traders to find liquidity. BondGPT uses
OpenAl's GPT-4 model to provide a conversational

interface that solves this problem.

A trader can ask a natural language question like,
"Show me highly liquid 10-year technology bonds with

ayield over 5%," and the Al will analyze real-time data

from LTX's liquidity pool to provide an actionable list

of securities. This tool simplifies the trader's

workflow, improves execution quality, and brings a
new level of transparency and efficiency to the fixed-

income market.

Emerging Trend: GenAl for Algorithmic Strategy and Code Generation

Quantitative trading firms are beginning to explore GenAl as a tool to accelerate the development of trading

strategies. These models can help translate high-level strategy ideas described in natural language into executable

code for trading algorithms. They can also be used to generate synthetic market data to back-test how these
strategies would perform under a wide range of hypothetical scenarios, which is valuable for both strategy

validation and risk management. While humans remain firmly in the loop to vet and approve any strategy, this use

of GenAl has the potential to significantly shorten the innovation cycle for developing and deploying new trading

models.

Post-Trade Operations

In the world of post-trade processing, which is defined by high volumes, tight deadlines, and zero tolerance for
error, GenAl is being deployed to drive efficiency, reduce risk, and ensure resilience, particularly in the new T+1

settlement environment.

Case Study: Broadridge's OpsGPT — Driving Efficiency in a T+1 World

Broadridge's OpsGPT is a GenAl-powered application designed specifically for the post-trade lifecycle. It provides

operations teams with a natural language interface to analyze trade, settlement, and position data. This directly
addresses the pain point of cumbersome, manual reporting and research. An operations analyst can now simply

ask, "Show me all of today's settlement fails and their root causes," and receive an instant, synthesized report.

This capability is critical for meeting the compressed timelines of T+1 settlement, as it allows teams to identify

and resolve exceptions much faster. The tool's effectiveness is built upon Broadridge's underlying BRx harmonized

data platform, which consolidates data from across disparate systems, once again highlighting the principle that

high-quality, integrated data is the foundation for successful Al.

Emerging Trend: Al-Powered Settlement Exception Resolution

Building on the capabilities of tools like OpsGPT, an emerging trend is the use of GenAl for automated diagnosis

and resolution of settlement exceptions. When a trade fails to settle, operations staff typically have to manually

investigate the cause by digging through messages and data from multiple systems. GenAl models can be trained

to automate this process by ingesting all relevant trade and communication data, identifying the root cause of the
failure (e.g., incorrect account information in a SWIFT message), and even suggesting the specific corrective action

required. This moves the post-trade function from a reactive to a proactive, and eventually predictive, posture,

reducing settlement risk and the associated financial penalties.

Segment GenAl Use Case Example
Investment Automated Pitchbook
Banking Drafting

Investment GenAl Compliance Synopsis
Banking

Asset/Wealth Advisor Knowledge Chatbot
Management (Morgan Stanley)
Asset/Wealth Aladdin Copilot (BlackRock)
Management

Trading & Markets BondGPT (Broadridge/LTX)

Post-Trade
Operations

OpsGPT Analytics
(Broadridge)

Pain Point Addressed

Labor-intensive, slow
creation of pitchbooks;
high junior banker
workload.

Overwhelming volume
of complex regulatory
updates that are
difficult to track.

Time-consuming search
for information across
fragmented knowledge
bases.

Data and analytics
siloed across systemes,
slowing down portfolio
analysis.

Inefficient and manual
discovery of liquidity in
the opaque corporate
bond market.

Manual, slow post-trade
reporting; delayed
identification of
settlement issues.

Key Outcome / Benefit

Pitchbooks prepared
faster with auto-
generated drafts,
freeing bankers' time
for strategic work and
accelerating deal
readiness.

Rapid synthesis of new
rules into actionable
summaries, ensuring
timely compliance and
reducing the risk of
regulatory oversights.

Instant, compliant
answers from the firm's
proprietary research,
enhancing advisor
productivity and
improving the quality of
client service.

Unified, conversational
access to portfolio
insights, enabling
faster, more informed
decision-making and
risk analysis within a
single platform.

Simplified trader
workflow with real-
time, data-driven
answers to liquidity
queries, improving
trade execution and
market transparency.

Real-time generation of
reports and insights
from trade data via
simple queries,
improving operational
efficiency and risk
management for T+1.



The Implementation Playbook: From Strategy to

Scaled Adoption

Successfully integrating Generative Al into the core of a capital markets firm is a complex undertaking that

extends far beyond a simple technology procurement. It requires a deliberate strategy that addresses how

capabilities will be acquired, how data will be governed and leveraged, and how the organization's culture and
talent will adapt. Firms that navigate these implementation challenges effectively are best positioned to translate

the potential of GenAl into sustainable competitive advantage.

The Build vs. Buy vs. Partner Decision

Build

Developing a proprietary large
language model from the ground
up. This path is resource-
intensive, requiring immense
computational power, deep Al
expertise, and a massive, unique
dataset. It is typically pursued
only by the largest firms or
technology providers for whom
the Al model itself is a core
strategic asset and a source of
significant competitive
differentiation.
Example: Bloomberg's
development of BloombergGPT, a </>
model specifically trained on
financial data that outperforms
general models on financial NLP
tasks.

Hybrid Approach

Combining multiple strategies to
optimize for different use cases.
For example, partnering for
general capabilities while building
smaller, specialized models for
highly specific, proprietary tasks.
This approach allows firms to
balance speed, cost, and
differentiation based on the
strategic importance of each
application.

Buy

Purchasing pre-existing Al
solutions or platforms that can be
integrated into the firm's
systems. This approach offers
faster time-to-market and lower
upfront investment but may
provide less differentiation and
raise questions about data
privacy and vendor dependency.

Firms must ensure that their
agreements and technical
Integrations prevent sensitive
client or firm data from being

E exposed or used to train the
provider's public models.
p Partner
050

Collaborating with technology
providers to customize
foundation models for specific
use cases. This offers a balance
between customization and
speed to market, leveraging the
provider's expertise while
tailoring the solution to the firm's
unique needs.

Example: Morgan Stanley's
collaboration with OpenAl to
create its advisor assistant, which
combines OpenAl's model
capabilities with Morgan
Stanley's proprietary content.

The Centrality of Data: Your Most Valuable Asset

The single most critical factor determining the success

and defensibility of a GenAl implementation in capital
markets is the quality, uniqueness, and governance of
the firm's data. The Al models themselves are
increasingly becoming commoditized, but the
proprietary data on which they are trained is the true
source of competitive advantage.

Successful GenAl implementation is contingent on a
modern data architecture that can handle diverse data
types, including vast amounts of unstructured text,
and provide secure, governed access. As the principle
of "garbage in, garbage out" applies with amplified
force to GenAl, poor-quality or biased input data will
inevitably lead to flawed, unreliable, and potentially
harmful outputs, including hallucinations.

The leading firms recognize this and are building their
Al strategies on a foundation of clean, curated, and
harmonized data. The effectiveness of BlackRock's
Aladdin Copilot and Broadridge's OpsGPT is not
derived solely from the Al model but from the
powerful, integrated data platforms that underpin
them—Aladdin and BRx, respectively. These platforms
consolidate and standardize data from across the
enterprise, eliminating silos and creating a single
source of truth for the Al to draw upon.

Establishing an Al-First Culture

This data-centric approach ensures that the Al's
outputs are accurate, contextually relevant, and
grounded in the firm's own reality, creating a powerful
flywheel effect: the more the tools are used, the more
interaction data is generated, which can then be used
to further refine and improve the models, widening
the firm's competitive lead.

(3 Data Quality Checklist for GenAl
Success

®* Comprehensive data inventory and clear
data ownership

® Strong data governance policies and
practices

* Unified data architecture breaking down
silos

® Robust data cleansing and enrichment
processes

® Transparent data lineage and provenance
tracking

® Consistent data taxonomy and metadata
management

® Privacy-preserving data usage controls

Technology alone is insufficient to drive transformation. Capturing the full value of GenAl requires a

corresponding evolution in organizational culture, talent, and governance. Adopting an "Al-first" culture involves

embedding Al into the firm's strategic vision and operational DNA.

v

Executive Buy-In and
Strategic Alignment

Successful Al adoption must be
championed from the top.
Leadership must not only provide
the budget but also articulate a
clear vision for how GenAl aligns
with the firm's strategic
objectives. This ensures that
Initiatives are focused on high-
value use cases and are not just
Isolated science projects.

O
O

Talent and Training

The skills required to succeed in
an Al-driven environment are
changing. Firms face a significant
challenge in attracting and
retaining top Al talent, such as
data scientists and prompt
engineers, in a highly competitive
market. Equally important is the
need to upskill the existing
workforce through
comprehensive training programs
to ensure employees across all
functions understand how to use
these new tools effectively and
responsibly.

O

Robust Governance and Risk
Frameworks

A safe and scalable
implementation requires a
multidisciplinary governance
framework that brings together
representatives from risk, legal,
compliance, IT, and cybersecurity
from the very beginning of any
project. This ensures that all
potential risks—from data
privacy and model bias to
regulatory compliance—are
identified and mitigated
proactively, allowing the firm to
innovate with confidence.

Firms that successfully combine these three elements—strategic technology choices, superior data foundations,

and an Al-first culture—are best positioned to translate the theoretical potential of GenAl into tangible business
outcomes. The implementation journey is not a sprint but a marathon, requiring sustained commitment,

continuous learning, and disciplined execution. However, the rewards for those who navigate this journey

successfully are substantial: enhanced operational efficiency, deeper client relationships, accelerated innovation,

and ultimately, a stronger competitive position in an increasingly Al-driven financial marketplace.



The Future Frontier: Agentic Al and the Next Wave
of Disruption

While the current wave of Generative Al is focused on "copilots" that augment human tasks, the next frontier is

already emerging: the development of more autonomous, "agentic" Al systems. These agents represent a

significant leap in capability, moving from simply answering questions or generating content to executing

complex, multi-step workflows across different applications. This evolution promises to unlock even greater levels
of efficiency and automation, further reshaping the operational landscape of capital markets.

Beyond Copilots: The Rise of Autonomous Agents

Simple Tools

Al Copilots

Autonomous

Agents

Agentic Al refers to systems that can understand a high-level goal, break it down into a sequence of tasks, and

then execute those tasks with minimal human intervention. Instead of a user prompting an Al for a piece of

information, they might task an Al agent with a complete process, such as: "Monitor my portfolio for any news

related to supply chain disruptions for my holdings in the semiconductor sector, summarize the key risks, and

draft an email to the portfolio management team with recommendations for hedging."

This is the direction in which the industry's most advanced platforms are heading. BlackRock's Aladdin Copilot is

explicitly built on a supervised multi-agent architecture (using frameworks like LangChain), designed to

orchestrate workflows by calling upon numerous specialized tools and APIs to fulfill a user's request. This

architecture lays the groundwork for more autonomous capabilities in the future.

Broadridge has been even more explicit about this evolution. Recent enhancements to its OpsGPT platform are

introducing "agentic capabilities" designed to support post-trade operations teams. For example, an Al agent could
proactively identify a potential settlement fail, diagnose its root cause, and then execute the necessary asset

transfer between accounts to resolve the issue before it occurs. This moves beyond providing an insight to a

human user and involves the Al taking direct, automated action within a governed framework. This shift from

passive analysis to active execution represents the next major wave of disruption in financial operations.

Potential Applications of Agentic Al in Capital Markets
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Operational Tasks
Automation

Percentage of routine
operational tasks that
could be autonomously
handled by agentic Al
systems by 2030,
according to industry
forecasts.

40%

Decision Support
Enhancement

Projected improvement in
decision quality when
Investment professionals
collaborate with advanced
Al agents that can gather,
analyze, and synthesize
information
autonomously.

Portfolio Management

30%

Risk Management
Efficiency

Expected increase in the
efficiency of risk
identification and

mitigation processes
through continuous,
autonomous monitoring
and response capabilities
of agentic Al.

$50B+

Market Value Creation

Estimated annual value
creation potential from
agentic Al applications in
global capital markets by
2028, through cost
reduction and revenue
enhancement.

In portfolio management, agentic Al could autonomously monitor market conditions, news, and portfolio

performance, identifying potential risks or opportunities and executing pre-approved rebalancing strategies within
defined parameters. These agents could continuously optimize portfolios based on changing client goals, market

conditions, and risk profiles, operating within carefully constructed guardrails that ensure human oversight for

major decisions while handling routine adjustments autonomously.

Trading Operations

For trading desks, agentic Al could move beyond simple execution algorithms to become comprehensive trading

assistants that monitor liquidity across venues, analyze market microstructure, identify optimal execution

strategies, and adapt in real-time to changing conditions. These agents could autonomously manage entire trade

lifecycles, from pre-trade analysis through execution to post-trade documentation and reconciliation, significantly

streamlining operations and reducing manual intervention.

Compliance and Risk Management

Perhaps the most promising application is in compliance and risk management, where agentic Al could

continuously monitor transactions, communications, and market activities for potential issues, automatically

documenting findings, escalating concerns, and even initiating predefined remediation workflows. This would

transform compliance from a largely reactive function to a proactive, predictive capability that identifies and
addresses risks before they materialize into regulatory breaches.

/\ Challenges and Limitations

Despite the promising potential, agentic Al faces significant challenges that will likely moderate the pace

of adoption. These include:

® Regulatory uncertainty around autonomous decision-making systems

* The need for robust safety mechanisms and human oversight

® Challenges in explaining and documenting agent actions

® Cybersecurity and adversarial attack vulnerabilities

* Ethical questions about delegation of judgment to Al systems



Strategic Outlook and Recommendations

As Generative Al becomes more deeply embedded in capital markets, the strategic calculus for firms will continue
to evolve. The analysis presented in this report points to several key conclusions that should guide decision-
makers as they navigate this new terrain.

GenAl as a Foundational
Layer

It is clear that GenAl is not a
passing trend but a permanent
and foundational layer of the
industry's technology stack. The
competitive baseline is shifting
rapidly, and firms that treat Al as
a peripheral IT project rather than
a core strategic capability will
find themselves at a significant
and likely irreversible
disadvantage.

Data as the Competitive
Moat

The most powerful and
defensible competitive advantage
in the Al era is not the algorithm
itself, but the vast, proprietary,
and well-governed data that fuels
it. The success of the industry's
leading GenAl initiatives is a
direct result of their being trained
on unique, internal datasets. This
reality suggests that data-rich
incumbents have a powerful
opportunity to widen their lead,
while all firms must prioritize the
modernization of their data
infrastructure and governance as
a prerequisite for effective Al
implementation.

Human-in-the-Loop
Augmentation

The dominant and most
successful paradigm for
deployment, for the foreseeable
future, will remain "human-in-the-
loop" augmentation. The goal is
not to replace skilled
professionals but to make them
faster, smarter, and more
effective by equipping them with
intelligent copilots. This
approach maximizes the
productivity benefits of Al while
using human expertise as the
ultimate safeguard against the
technology's inherent risks, a
model that aligns with both
strategic objectives and

regulatory expectations.

Strategic Framework for Capital Markets Firms

To position themselves for leadership in an increasingly Al-native capital markets ecosystem, firms must focus on
mastering the trifecta of (1) a superior, proprietary data foundation, (2) a robust and proactive Al governance
framework, and (3) an agile organizational culture that embraces continuous learning and adaptation. The race is
no longer simply to adopt Al, but to integrate it deeply and thoughtfully into the very heart of a firm's strategy,
operations, and culture. Those that succeed will define the future of the industry.

Actionable Recommendations for Executive Leadership

Conduct a Strategic Al Readiness Assessment

* Evaluate your firm's data quality, accessibility, and governance
'| °

® Benchmark against industry leaders and competitors

Assess current Al capabilities and the skills gap

e Identify high-value use cases aligned with strategic objectives

Develop a Comprehensive Data Strategy

Create a data inventory and identify proprietary data assets

Invest in harmonizing data across siloed systems

N
°

Implement robust data governance and quality controls

Build a modern data architecture that supports Al workloads

Establish a Multi-Disciplinary Al Governance Framework
® Form a cross-functional Al oversight committee
3 °

® Create comprehensive risk assessment protocols for Al initiatives

Develop clear policies for Al development, testing, and deployment

* Implement monitoring systems for deployed Al applications

Cultivate Al-Ready Talent and Culture
* Develop a talent strategy that combines hiring, upskilling, and partnering

Implement training programs to build Al literacy across the organization

N
°

Create incentives for Al adoption and experimentation

Foster collaboration between business, technology, and data teams

Prioritize and Sequence Implementation
e Start with high-impact, lower-risk use cases to build momentum
5 °

® Develop a multi-year roadmap with defined milestones

Establish clear success metrics for each initiative

e Balance quick wins with longer-term strategic investments

Timing Considerations

The pace of GenAl advancement is accelerating, creating both urgency and strategic timing considerations. Early
adopters have already secured significant first-mover advantages, particularly in areas like client-facing
applications and knowledge management. However, the technology continues to evolve rapidly, and there remain
substantial opportunities for firms that move decisively now.

2024-2025: Foundation Building

Focus on data infrastructure modernization, Al

2027-2030: Agentic Transformation

Implement supervised agentic systems for complex
governance establishment, and deployment of high- workflows, develop Al-native products and services,
value internal use cases. Begin with copilot and fully embed Al into the operating model and

applications that augment existing workflows. strategic decision-making processes.

2025-2027: Scaled Implementation

Expand deployment across the enterprise, integrate
Al into core platforms and client experiences, and
begin experimentation with more autonomous
capabilities under careful controls.

The competitive dynamics will not wait for laggards. Firms that delay strategic Al implementation risk falling into a
capability gap that becomes increasingly difficult to close as Al-powered competitors continuously improve their
systems and widen their data advantage. The time for decisive action is now.



Conclusion

Generative Al has unequivocally arrived as a transformative and enduring force in the U.S. capital markets. The
technology has progressed beyond the realm of theoretical potential and is now being actively deployed in
production environments, delivering tangible value across the entire financial ecosystem.

% FINANCIAL SOLUTIONS
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A central theme emerging from this transformation is '

Key Findings APEX

that GenAl is being strategically applied to solve the
industry's most persistent and costly pain points—
from information overload and manual workflow
inefficiencies to the challenges of regulatory

complexity and the unscalable demand for

personalization.

The implementation of these solutions is being guided
by a clear-eyed understanding of the regulatory
landscape. Firms are building the necessary .
governance frameworks and human-in-the-loop = Intelligent
controls to manage the novel risks of Al, embracing investing_
the consistent guidance from regulators that simplified.
Innovation must occur responsibly within the bounds "
of existing rules.

These initiatives are generating measurable returns

The real-world examples detailed in this report—from through improved productivity, reduced costs,
Morgan Stanley's advisor assistant and BlackRock's enhanced client satisfaction, and faster, more
Aladdin Copilot to Broadridge's BondGPT and OpsGPT informed decision-making. As the technology

—illustrate that the most successful applications are continues to mature, the industry is poised for a

far more than just sophisticated chatbots. They are second wave of innovation driven by more

deeply integrated systems built upon a foundation of autonomous, agentic Al capable of orchestrating
high-quality, proprietary data, which serves as the complex workflows.

ultimate competitive differentiator. In this dynamic and highly competitive environment,

the ability to thoughtfully integrate Al into core
business strategy is becoming a key determinant of
market leadership. The firms that will thrive are those
that can successfully combine a superior data strategy
with robust risk governance and an agile, Al-first
culture.

High Al Maturity

N\
Capability-Focused Market Leaders
Innovators with combining mature Al
advanced Al but less and strong data
data assets :
Low Data 4, \ High Data
Readiness ° 4 Readiness
Data-Rich Potentials Vulnerable Laggards
with strong data but at high disruption risk
early Al stage with low readiness
%
Low Al Maturity
Critical Success Factors
Proprietary Data Advantage Robust Governance Framework
The most successful GenAl implementations Leading firms establish comprehensive governance
leverage unique, high-quality data assets that structures that address the novel risks of GenAl
provide insights and capabilities competitors cannot while enabling innovation. This includes rigorous
easily replicate. Firms must identify, enhance, and testing protocols, clear accountability frameworks,
protect their proprietary data as a cornerstone of and continuous monitoring of deployed systems.
their Al strategy.
0.0
o &
Al-First Culture Strategic Integration
Successful implementation requires an Rather than treating GenAl as isolated projects,
organizational culture that embraces technological market leaders integrate these technologies into
change, values continuous learning, and fosters their core business processes, platforms, and client
collaboration between business, technology, and experiences, creating a seamless and cohesive Al-
data teams. Leadership commitment is essential to enhanced operating model.

drive this cultural transformation.

The Road Ahead

The generative Al era in capital markets is not on the horizon; it is here, actively reshaping how firms operate,
compete, and create value for their clients and stakeholders. Investment banks are leveraging Al to accelerate deal
execution and augment analyst capabilities. Asset and wealth managers are deploying it to scale personalized
client service and supercharge their research processes. Trading desks are gaining faster and deeper insights into
complex markets, and post-trade operations teams are achieving new levels of efficiency and resilience critical for
navigating modern market structures.

As we look ahead, the emergence of more autonomous, agentic Al promises to further revolutionize capital
markets by orchestrating complex, multi-step workflows with minimal human intervention. This next frontier will
create even greater opportunities for efficiency and innovation, but will also demand more sophisticated
approaches to governance, ethics, and human-Al collaboration.

For strategic decision-makers, the message is clear: the time for hesitation has passed. The firms that will lead in
this new era will be those that act decisively to build the necessary capabilities, develop their proprietary data
assets, and foster an organizational culture that embraces the transformative power of Al. The generative Al
revolution in capital markets is not just about technology—it is about reimagining the very foundations of how
financial services are delivered, creating unprecedented opportunities for those bold enough to seize them.



Appendix: Implementation Case Studies and
Benchmarks

This appendix provides additional implementation details and performance benchmarks from deployed GenAl
solutions in capital markets. These case studies offer valuable insights into the practical aspects of
implementation, the challenges encountered, and the measurable outcomes achieved.

Morgan Stanley's Advisor Assistant: Implementation Journey

Morgan Stanley's widely recognized Al assistant for Performance Metrics
financial advisors represents one of the most mature

GenAl implementations in wealth management. The
journey from concept to enterprise-wide deployment
offers valuable lessons for firms embarking on similar
initiatives.

Key Implementation Phases

1. Strategic Needs Assessment: The project began
with a thorough analysis of advisor pain points,
identifying knowledge retrieval as a critical

workflow bottleneck.

2. Partnership Selection: After evaluating multiple Advisor Adoption Rate

technology providers, Morgan Stanley selected Nearly universal adoption among Morgan Stanley's
OpenAl as its partner, based on model capabilities financial advisors, indicating strong value perception.
and data security provisions.

3. Data Foundation Preparation: The firm invested
significant resources in creating a clean, curated
corpus of over 100,000 internal research
documents to serve as the knowledge base.

4. Governance Framework: A cross-functional team
established comprehensive controls, including

content filters, authentication systems, and usage
monitoring.

5. Phased Rollout: The tool was deployed gradually,
starting with a small pilot group and expanding
based on feedback and performance metrics. _
Time Saved on Research
Reduction in time spent searching for information
across internal knowledge bases.

Increase in Knowledge Access

Growth in the volume of research content accessed by
advisors after implementation.

The initiative has been credited with not only
improving advisor productivity but also enhancing the
quality and consistency of client service. By enabling
instant access to the firm's collective intelligence, the
tool helps advisors provide more informed
recommendations and respond to client inquiries with
greater speed and accuracy.

BlackRock's Aladdin Copilot: Technical Architecture

BlackRock's integration of GenAl into its Aladdin platform demonstrates the importance of thoughtful technical
architecture in creating enterprise-grade Al solutions. The design prioritizes security, data governance, and
seamless integration with existing workflows.

= D

Data Foundation Multi-Agent Architecture

Built on Aladdin's unified data model, which Utilizes a supervised multi-agent system (based on
standardizes and connects portfolio, market, and frameworks like LangChain) where specialized Al
risk data across asset classes. This harmonized data agents handle different tasks: data retrieval,

layer provides the foundation for accurate and analysis, visualization, and natural language
consistent Al responses. generation.

& 9

Security and Access Controls Integration Framework

Incorporates Aladdin's existing permission model, Seamlessly connects with existing Aladdin modules
ensuring that users can only access data they're and workflows, allowing users to transition between
authorized to view. All queries and responses are traditional interfaces and Al-assisted interactions
logged for compliance and auditability. based on their needs.

This architecture has allowed BlackRock to deploy a highly capable Al assistant while maintaining the robust
security and governance standards required in institutional asset management. By building on its existing data
foundation rather than creating a separate Al system, BlackRock has created a more powerful and consistent user
experience.

Operational Metrics: The Business Case for GenAl

Quantified Benefits from Deployed Use Cases

Analysis of real-world implementations across multiple firms provides compelling evidence of the business value
generated by GenAl applications. The following metrics offer benchmarks for firms evaluating potential
investments in this technology.

Pitchbook Creation
Research Synthesis
Regulatory Reporting
Client Communication
Trade Documentation

Code Development

Implementation Costs and ROI Considerations

While the benefits of GenAl are compelling, implementation involves significant investment across several
categories. Understanding these costs is essential for developing realistic business cases and setting appropriate
expectations.

Cost Category Description Relative Magnitude

Technology Infrastructure Computing resources, APl access Medium (15-25% of total)
fees, storage, and networking

Data Preparation Data cleaning, integration, High (30-40% of total)
labeling, and governance

Model Development Fine-tuning, testing, and Medium (20-30% of total)
optimization of models

Integration & Deployment Connecting with existing systems Medium (15-25% of total)
and workflows

Governance & Security Risk management, monitoring, Medium (10-20% of total)
and compliance controls

Training & Change Management User training, documentation, Low-Medium (5-15% of total)
and adoption support

The return on investment timeline varies significantly based on the complexity and scope of implementation.
Internal productivity-focused use cases typically show positive ROI within 12-18 months, while more complex,
client-facing applications may require 18-24 months to reach breakeven. However, the strategic value of these
investments often extends beyond direct financial returns to include competitive positioning, talent attraction
and retention, and the development of organizational capabilities that enable future innovation.

Implementation Best Practices

Based on the experiences of early adopters, several key best practices have emerged for successful GenAl
implementation in capital markets:

] Start with a Clear Business Problem

The most successful implementations begin with a well-defined business problem and clear success
metrics, rather than a technology-first approach. Prioritize use cases that address significant pain points
and have measurable value.

2 Invest in Data Quality

Allocate sufficient resources to data preparation, cleaning, and governance. The quality of the data
foundation directly determines the quality of Al outputs and the long-term success of the initiative.

3  Build Cross-Functional Teams

Create implementation teams that combine business domain expertise, data science skills, and operational
knowledge. This diversity of perspective ensures that solutions are both technically sound and business-
relevant.

4 Design for Human-Al Collaboration

Focus on augmenting human capabilities rather than replacing them. The most effective implementations
create seamless workflows where Al handles routine tasks while humans provide judgment, creativity, and
oversight.

5 Implement Robust Governance from Day One

Integrate risk management, compliance, and ethics considerations into the design process from the
beginning, rather than addressing them as an afterthought. This proactive approach prevents costly
redesigns and builds trust with stakeholders.

These best practices reflect the lessons learned from both successful implementations and failed initiatives. By
following these guidelines, firms can increase their chances of delivering GenAl solutions that create sustainable
value and avoid common pitfalls that have hampered earlier efforts.

The case studies and benchmarks presented in this appendix demonstrate that while implementing GenAl in
capital markets is complex and resource-intensive, the potential returns—both quantitative and qualitative—
justify the investment for firms committed to maintaining competitive advantage in an increasingly Al-driven
industry. The key to success lies not in the technology itself, but in the thoughtful integration of that technology
into a firm's unique data assets, operational processes, and strategic objectives.



