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Al Evolves into ‘Research Teammate’ for
Hedge Funds

Strategic collaboration between human researchers and artificial intelligence
models will set hedge funds apart, said Renee Yao, Neo lvy's chief investment
officer.

By Chad Bray | August 12,2026
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Artificial intelligence is becoming more ingrained in the investment process for
hedge fund managers — a concept that wasn't on the industry’s radar just a decade
ago.

Managers up and down the asset class — including firms such as Citadel,
Bridgewater Associates and Man Group — are actively pursuing Al technology
initiatives and in some cases pushing the envelope on applications.

However, the future winners and losers in the hedge fund market will likely be
defined as much by the talent of their human researchers as the quality of their
technology, according to Renee Yao, chief investment officer at $1.2 billion Neo Ivy
Capital Management, an early adopter of integrating Al into the investment
process.

"We believe that over time, the competitive advantage won't come from simply
having access to Al — everyone will have that,” she said. "It will come from
designing the best collaboration between human intelligence and artificial
intelligence.”

Yao, formerly a Citadel analyst and portfolio manager at Millennium Management,
founded her firm in 2015 with seed money from Millennium, with the idea of using
machine learning and Al to help generate investment ideas.

That was a foreign concept to investors and a tough sell at the time.

"The fast development in the artificial intelligence space has made our work much
easier. So nowadays, I no longer get questions asking why you believe Al is
powerful,” she said. "More and more questions come from the area of "Why is your
Al different from all the other 1,000 Als I'm hearing [about] from every other
manager nowadays?’ So, that's an interesting evolution.”
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AT has crossed a threshold and moved from being just a tool to being a "research
teammate”, according to Yao added.

However, managers still need to create an internal system — combining human
researchers and Al agents — that constantly evaluates investment ideas generated
by Al she said. Just as with ideas generated by human researchers, 99% of the ideas
these agents generate won't end up in a firm's trading pool.

"You really need to build an ecosystem that not only generates but also tests and
improve its investment hypothesis at a large scale,” she said. "And that's how a
modern quantum hedge fund can maintain its competitive edge.”

Hedge funds have been fast adopters of Al technology, with 72% of funds surveyed
in May of this year reporting they use it daily, primarily for research and securities
screenings, according to Barclays.

In a separate poll, more than half of hedge fund managers said they planned to
deploy agentic Al as part of their investment decision-making processes within a
year, according to research from the Alternative Investment Management
Association last fall.

The momentum also is growing as big names, such as Balyasny Asset
Management, CFM, Citadel and WorldQuant are embracing new ways to
incorporate Al into their research and investment process — on top of the machine
learning tools they have incorporated in their strategies for more than a decade.

Many others also are actively participating. In June, Millennium launched an Al lab
to expand the use of Al across the firm, Bloomberg reported.

Bridgewater launched its ATA Macro strategy, which uses machine learning and
artificial intelligence in its investment model, in late 2023. and now has $4.5 billion
in the strategy. It posted returns of 8.1% in the first half of this year, outpacing the
average 6.1% gains from the broad universe of funds tracked by Hedge Fund
Research.

And at Man Group, 96% of the firm uses Al tools on a daily basis, with the hedge
fund manager examining workflows across the business to identify areas where the
newest frontier agents and models can be a "multiplier”, according to Robyn Grew,
the London-based hedge fund manager's CEO.

"Al is not a cost efficiency play,’ she said on the firm's first-half conference call last
month. "We're not looking to replace our exceptional people. We're looking to make
them exponentially more powerful.”

Its Man Numeric unit has been incorporating agentic Al-generated signals in its
quant business since last year.
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Citadel founder Ken Griffin, who previously expressed skepticism about agentic AI's
potential, also has come around.

At a Goldman Sachs event in June, he said one of the firm's employees created an Al
agent to test the hypotheses of academic papers, a process that the firm has used to
generate moneymaking ideas in the past. Traditionally, it takes a human researcher
six to eight weeks to reproduce a paper’s hypothesis, he said.

"My colleague built an agentic Al system that would read a paper, reproduce it,
verify the results that were published in the paper, produce the results that were out
of sample and do all of this work in about, on average, two or three hours per paper,’
Griffin said. "What you're seeing is Al able to take on some really difficult tasks and
crack problems that I think most of us would have viewed beyond the reach of Al
just two or three years ago.”

Yet managers also need guardrails in place — from both human researchers or other
Al agents — to verify that the models they generate are delivering as expected, Yao
said. That includes having a "panic button” to stop trading or to cut off models from
live use if necessary, she said.

"You have that ability to prevent your Al agent doing something unexpected,” she
said.

As much as the technology has improved, Al also is not a silver bullet that alone will
even the playing field among all fund managers, said Bryan Dougherty, president of
product and technology at Arcesium, a data management technology provider.

"If that was your edge before, Al helps you with that. But it's not going to help
someone who didn't have that edge before get up to the mark,” said Dougherty, who
formerly served as head of middle and back-office technology at D.E. Shaw. "Al is
not going to fully replace that lead that existed in terms that investment activity,
although, it can help you climb the curve faster.”
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