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When Investing Stops Being Human

Who is making investment decisions today: human
traders, or algorithms capable of processing millions
of data points within seconds?

This question is no longer theoretical. Artificial
intelligence has rapidly become one of the most
influential forces shaping global financial markets.
What began as a technological tool to support
traders has evolved into a system that increasingly
analyzes information, executes transactions, and in
some cases even determines investment strategies
independently.

The stock market has always adapted to
technological innovation. Electronic trading
transformed financial exchanges in the late
twentieth century, while high-frequency trading
accelerated market activity throughout the 2000s.
Yet artificial intelligence represents a fundamentally
different development. Unlike previous
technologies, Al does not simply execute commands
faster: it learns, adapts and continuously improves
its decision-making capabilities.

As artificial intelligence becomes integrated into
nearly every aspect of society, from healthcare and
education to manufacturing and logistics, financial
markets have emerged as one of its most important
testing grounds. The question is no longer whether
Al will influence investing, but how far that influence
should extend.

From Digitalization to Artificial Intelligence

Financial markets have experienced the disruptive
power of technology before. One of the most notable
examples occurred on May 6th, 2010, during the so-
called Flash Crash. Within minutes the Dow Jones
Industrial Average plunged nearly 1,000 points
before recovering shortly thereafter. Although
several factors contributed to the event, automated
trading systems significantly amplified market
movements, exposing the vulnerabilities of an
increasingly digitalized financial system.

More than fifteen years later, automation has
become the norm rather than the exception. Today,
an estimated 60 to 70 percent of all stock market
trades are executed algorithmically through
Automated Trading Systems (ATS). Many of these
systems rely on advanced machine learning (ML)
models and natural language processing (NLP)
technologies to identify trading opportunities and
react to market developments in real time.

Artificial intelligence can analyze stock prices,
financial statements, earnings reports, economic
indicators and even breaking news within seconds.
Unlike traditional analytical methods, Al systems can
identify highly complex relationships within
enormous datasets, enabling them to make
predictions with a level of speed and accuracy that
would be impossible for human analysts alone.

Why Financial Markets are Embracing Al

The rapid adoption of artificial intelligence is not
without reason. Supporters argue that Al has the
potential to make financial markets more efficient,
accessible and data-driven than ever before.

One of Al's greatest advantages is speed. While
human analysts often require hours or days to
process financial information, Al systems can
evaluate vast quantities of data almost
instantaneously. This allows investors to react more
quickly to changing market conditions and reduces
operational inefficiencies.

Al also minimizes the risk of human error.
Automated trading systems can execute thousands
of transactions simultaneously without fatigue,
improving consistency and reducing costly mistakes.
By identifying patterns hidden within large datasets,
many Al models are capable of generating
predictions that outperform traditional analytical
approaches.

Artificial intelligence is also transforming
investment management at the individual level. Al-
powered platforms can provide personalized
investment recommendations by  analyzing
investors’ financial goals, risk tolerance, investment
horizon, and previous investment behavior. Based
on this information, algorithms can suggest stocks
and portfolios that align with both personal
preferences and current market conditions.

Perhaps most importantly, artificial intelligence has
the potential to reduce emotional decision-making.
Human investors are often influenced by fear, greed,
overconfidence, or herd mentality, particularly
during periods of market uncertainty. Al systems, by
contrast, rely on data-driven models rather than
emotional reaction, helping investors avoid some of
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the psychological biases that frequently distort
investment decisions.

The Risks Behind the Revolution

Despite its advantages, the growing dependence on
artificial intelligence introduces new risks that
financial markets have never faced before.

Perhaps the most significant concern is systemic
instability. Although AI systems may appear
independent, many are trained on similar datasets
and optimized to identify comparable market
signals. This creates the risk of correlated trading
behavior, where numerous algorithms
simultaneously buy or sell the same assets.

Such synchronized reactions can amplify market
movements far beyond  what
fundamentals  would justify. In  extreme
circumstances, this could recreate conditions similar
to those observed during the Flash Crash of 2010.
What begins as a relatively small market movement
can rapidly evolve into a self-reinforcing cycle as
algorithms react to one another’s actions, generating
substantial volatility within minutes or even
seconds.

economic

Another concern involves the possibility of market
overvaluation. Artificial intelligence has become one
of the dominant investment themes of the decade,
attracting enormous amounts of capital. Analysts
estimate that global expenditure on Al infrastructure
could reach nearly five trillion US dollars over the
next five years.

While these investments may ultimately generate
substantial economic value, financial markets have
already priced in exceptionally high expectations. If
future earnings fail to justify current valuations,
investors could face significant correction.

The reliability of Al systems also depends heavily on
the quality of the data they receive. Artificial
intelligence models are only as effective as their
input data. Inaccurate, incomplete, or biased
information can result in flawed predictions and
poor investment decisions.

This issue becomes particularly concerning when Al
systems generate so called “hallucinations”, outputs
that appear highly convincing despite being factually
incorrect. The term more specifically refers to
generative Al producing false or unsupported
outputs. In trading systems, the more direct risks
may include poor model calibration, overfitting,
noisy data, data leakage, regime shifts and false
signals. While such mistakes may be inconvenient in
other applications, they become considerably more
dangerous when billions of dollars in capital
allocation depend on their accuracy.

A further challenge is the so-called black-box
problem. Many advanced machine-learning models
operate in ways that are difficult to interpret, even
for their creators. While an algorithm may
successfully identify profitable opportunities, it is
often impossible to fully understand how it arrived
at a particular decision.

This lack of transparency raises important questions
regarding accountability, oversight and trust. If an
Al-driven trading strategy contributes to a market
disruption, determining responsibility becomes
significantly more complicated than in traditional
financial systems.

Regulating Markets in the Age of Al

The solution is not to reject artificial intelligence. The
benefits it offers in terms of efficiency, accessibility,
and analytical capability are simply too significant to
disregard.

However, the increasing role of Al requires new
safeguards.

In the understanding of classical economic theory, a
truly free market has traditionally been expected to
regulate itself. Yet today’s financial markets differ
fundamentally from those that existed before
artificial intelligence became deeply integrated into
investment decisions.

However, when algorithms can influence market
movements at a scale and speed beyond human
intervention, relying solely on traditional market
mechanisms may no longer be sufficient.

Greater oversight of Al-driven trading systems,
stress-testing requirements, and transparency
standards could help reduce systemic risks while
preserving innovation.

At the same time, policymakers and industry
participants should expand data-certification
frameworks. If artificial intelligence operates on
inaccurate or manipulated information, the
consequences can spread throughout the financial
systems within seconds. Ensuring data quality is
therefore not merely a technical issue but a matter of
financial stability.

Finally, explainability should become a central
objective of Al development in finance. Markets
function most effectively when participants
understand the forces shaping outcomes. As artificial
intelligence assumes a greater role in capital
allocation, transparency will be essential for
maintaining trust in the financial system.
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The Future of Investing

Artificial intelligence represents one of the most
significant transformations in financial markets
since the rise of electronic trading. Its ability to
process information, identify patterns and execute
decisions at unprecedented speed is fundamentally
changing how investments are made.

Used responsibly, Al has the potential to improve
market efficiency, expand access to financial
services, reduce human bias, and support better
investment decisions. Used -carelessly, it could
amplify volatility, encourage speculative excesses
and introduce systemic risks that remain poorly
understood.

The future of investing will not be determined by
artificial intelligence alone. Yet as algorithms
increasingly influence how capital is allocated, one
reality becomes clear: the stock market is no longer
merely a marketplace shaped by human judgement.

It is becoming a marketplace shaped by both human
and artificial intelligence. The challenge now is
ensuring that the latter remains a tool for better
decision-making rather than a source of instability
itself.




