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• Robo Advisors will replace all human advisors.

• AI will replace human advisors.

Popular Narratives: Advisors Are In Trouble
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• The Supply: Many financial advisors are hitting 

retirement age.

• The Demand: Huge wealth transfer to a younger 

generation that needs a lot of advice.

• The Demand is too big for The Supply

• Not enough human hours to meet the market need.

• The traditional model (75 households per advisor) will 

not work.

Popular Narratives: Advisors Are In Trouble
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Good

• streamline ops

• improve customer service

• enhance scale

Bad

• Replace or take your job

The Good and the Bad
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• Relationships

• Planning services

• Asset Allocation
• Security Selection

Businesses at Risk
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• CRM

• Use the tools to be more efficient.

• Try using different agents.
• They might surprise you.

Relationships
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• AI is good at navigating legal and regulatory 

issues 

• Use AI to 
•Make processes more efficient

• Improve delivery

• Dig deeper

Planning Services
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• AI and tech affect rare earth metals, 

commodities

• These are new to the equation
• The equation is changing

• Be ahead of the curve

• Robo-Advisors are real, but proved not to 
be a threat.

Asset Allocation
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•Machines can do more quantitative analysis like:

• Technicals

• Sentiment
• Insider trading

• Basic fundamentals

Security Selection
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• But can they do advanced analysis of:

• Technicals?

• Sentiment?
• Insider trading?

• Fundamentals?

Security Selection
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AI Struggles with Complex Tasks

• AI performance drops 

precipitously as task 

complexity increases.

• AI fills growing uncertainty 

gaps with hallucinations.

• Hallucinations are a 

feature not a bug.
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• AI is very good at repeating 

back what we tell it.

• Machines learn differently 

than humans.

• Do we know how to teach 

machines how to perform 

like human experts?

We’re In The Parrot Phase for AI
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Focus On What Other People Cannot Do
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Focus On What Other People Cannot Do
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AI Is Coming
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The Evolution of AI for (Fundamental) Investing

Novel

Alpha

FinSights 
By 

Google Cloud & 

New Constructs

Novel Alpha
 



Key Takeaways 
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• AI is not magic and anyone claiming such should be avoided. Red flag. 

• AI models are only as good as the data that drive them. Bad inputs = bad 

outputs.

• To trust an AI, you must be able to audit the data on which it is based. There is 

no other way to be sure. If the provider of the AI will not let you see the 

underlying data driving the AI, see point #1 above. Turn and run.

• No reliable AI is based on the internet, e.g. Chat GPT,  because there is no way to 

audit the entire internet.

• Reliable AI must be based on a very specific dataset that is properly curated for 

a machine to be able to properly digest and understand it. 



Key Takeaways 
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• Hallucinations are a feature not a bug.

• The Virtuoso Effect – humans will always have an 

edge over machines



Keeping Your Edge
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• Do things other people can’t or won’t do.

• Specialize in data that no one else has.

• Be better at using new tools
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Good

• streamline ops

• improve customer service

• enhance scale

• Give you an edge.

Bad

• Replace or take your job

The Good and the Bad
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Appendix

21
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The Market Is Missing Footnotes
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Proven Reliable Data to Drive AI
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Superior Data & 
Novel Alpha

“[Core Earnings] is empirically distinct from commonly used 
alternatives and is less likely to be susceptible to compositional and 
selection biases found in analysts’ and managerial estimates.”
“Trading strategies that exploit non-core earnings produce abnormal 

returns of 8% per year.” Journal of Financial Economics, 2021

Superior Modeling 
& Analysis

“New Constructs’ machine learning approach leverages technology to 
calculate ROIC by applying accounting adjustments that may be 

buried deeply in the footnotes across thousands of companies…The 
other advantage of New Constructs is the transparency in disclosing 
calculations and all the data behind them” Ernst & Young, 2019

Superior Ratings
“The portfolios formed following the buy recommendations of [New 
Constructs’] Robo-Analysts earn abnormal returns that are 
statistically and economically significant.”

Harvard Business School, 2020

https://www.sciencedirect.com/science/article/abs/pii/S0304405X21001550
https://www.newconstructs.com/wp-content/uploads/2019/06/Getting-ROIC-Right.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3514879
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Google Cloud Sponsored the Creation of our Agent
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Our AI-powered software crawls through 
thousands of 10-K and 10-Q filings



New Constructs®, LLC (together with any subsidiaries and/or affiliates, New Constructs®) is an independent organization with no management ties to the companies it covers. None of the members of New Constructs’ 
management team or the management team of any New Constructs’ affiliate holds a seat on the Board of Directors of any of the companies New Constructs covers. New Constructs does not perform any investment or 

merchant banking functions and does not operate a trading desk.

New Constructs’ Stock Ownership Policy prevents any of its employees or managers from engaging in Insider Trading and restricts any trading whereby an employee may exploit inside information regarding our stock 

research. In addition, employees and managers of the company are bound by a code of ethics that restricts them from purchasing or selling a security that they know or should have known was under consideration for 

inclusion in a New Constructs report nor may they purchase or sell a security for the first 15 days after New Constructs issues a report on that security.

New Constructs is affiliated with Novo Capital Management, LLC, the general partner of a hedge fund. At any particular time, New Constructs’ research recommendations may not coincide with the hedge fund’s 
holdings. However, in no event will the hedge fund receive any research information or recommendations in advance of the information that New Constructs provides to its other clients. 

DISCLAIMERS 

The information and opinions presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or solicitation of an offer to buy or sell securities or other 

financial instruments. New Constructs has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor and nothing in this report constitutes investment, legal, 

accounting or tax advice. This report includes general information that does not take into account your individual circumstance, financial situation or needs, nor does it represent a personal recommendation to you. 

The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about any such 

investments or investment services.

Information and opinions presented in this report have been obtained or derived from sources believed by New Constructs to be reliable, but New Constructs makes no representation as to their accuracy, authority, 

usefulness, reliability, timeliness or completeness. New Constructs accepts no liability for loss arising from the use of the information presented in this report, and New Constructs makes no warranty as to results that 

may be obtained from the information presented in this report. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is 

made regarding future performance. Information and opinions contained in this report reflect a judgment at its original date of publication by New Constructs and are subject to change without notice. New Constructs 

may have issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, 

views and analytical methods of the analysts who prepared them and New Constructs is under no obligation to insure that such other reports are brought to the attention of any recipient of this report.

New Constructs’ reports are intended for distribution to its professional and institutional investor customers. Recipients who are not professionals or institutional investor customers of New Constructs should seek the 

advice of their independent financial advisor prior to making any investment decision or for any necessary explanation of its contents. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or jurisdiction where such distribution, publication, 

availability or use would be contrary to law or regulation or which would be subject New Constructs to any registration or licensing requirement within such jurisdiction.

This report may provide the addresses of websites. Except to the extent to which the report refers to New Constructs own website material, New Constructs has not reviewed the linked site and takes no responsibility 

for the content therein. Such address or hyperlink (including addresses or hyperlinks to New Constructs own website material) is provided solely for your convenience and the information and content of the linked site 

do not in any way form part of this report. Accessing such websites or following such hyperlink through this report shall be at your own risk.

All material in this report is the property of, and under copyright, of New Constructs. None of the contents, nor any copy of it, may be altered in any way, copied, or distributed or transmitted to any other party without 

the prior express written consent of New Constructs. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of New Constructs.

Copyright New Constructs, LLC 2003 to present. All rights reserved.   •   Confidential 26

Disclosures & Disclaimers
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