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Session Topics

(1) State-specific regulatory changes – Investment opportunities?

(2) Purpose-driven & social investing - What that means for pools?

(3) AI/machine learning processes – Impact to pools and capital markets?
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State-specific regulatory changes… (1)
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Risk Pool Investment Environment

UNCONSTRAINED CONSTRAINED
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Market yields

 Yield curve
  U.S. Treasury yield curve

Dec. 31, 2013

Jan. 31, 2020

1.45%

1.33%

1.30%

1.32%

1.42%
1.51%

1.99%

0.13%

0.38%

0.78%

1.75%

2.45%

3.04%

3.96%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

3m    1y    2y 3y            5y           7y                    10y                                                                        30y

Source: FactSet, Federal Reserve, J.P. Morgan Asset Management. 
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Time, diversification & the volatility of returns

Source: JP Morgan Asset Management
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Investment Opportunities?

1)Unconstrained risk pools

2)Constrained risk pools

 Captive formation

 Regulatory changes for specified

liabilities
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Case Study -

Mr. Bob Haynes, Deputy Executive Director

Change In law added investment flexibility
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Purpose-driven & social investing
What that means for pools? (2)
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Making sense of the ESG landscape
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ESG criteria sample
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ESG market size (in billions $USD)

Source: 2018 GLOBAL SUSTAINABLE INVESTMENT REVIEW
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Strategy definitions of sustainable investment

Source: Global Sustainable Investment Alliance (GSIA) 
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Global growth of sustainable investing 
strategies 2016 - 2018
Source: Global Sustainable Investment Alliance (GSIA) 
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Busting myths about sustainable funds

Source: Morningstar, Morgan Stanley Institute for Sustainable Investing 
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Consideration for risk pools
1) Risk pools are already “impact investors” 

given their purpose.

2) How does your current portfolio align with 
ESG investment definitions? 

3) How might an ESG portfolio overlay 
impact your current allocation? Perception 
from your members?
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Artificial intelligence & investing
What that means for pools? (3)
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Types of AI systems

Source: PwC Financial Services
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Machine learning process

Source: TechTarget
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Some machine learning history
 1679 – Binary code (basis for current machine language)

 1847 – Boolean logic

 1936 – Alan Turing proposes universal machine that could decipher and 

execute a set of instructions...his published proof is considered the basis of 

computer science.

 1959 – First Artificial Neural Network applied to real world problem: 

removing echoes from phone lines

 1997 – IBM Deep Blue beat Garry Kasparov

 2014 – Google’s AlphaGo defeat human in Go, the world’s most difficult 

board game.

 2019 – Amazon controls 70% of the market share for virtual assistants in the 

U.S. 
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Artificial intelligence startup funding worldwide

Source: Venture Scanner
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Expected global AI software market revenues

Source: Tractica
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Key Benefits of AI

1)Predictive Power

2)Accuracy

3)Efficiency

4)Scalability
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Key Risks/Challenges of AI

1)Data management

2)Potential surprises

3)A winner-take-all environment

4)Not enough transparency 
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AI use-Ccses in investment management

Source: Deloitte
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Considerations for risk pools

1)How is your current investment 
manager utilizing AI?

2)Or, how are they acknowledging 
the use of AI across the 
investment markets?
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Social 
acceleration: 
A new theory 
of modernity

Speed of human movement 
from pre-modern times to 
today has increased by a 
factor of 100…

The speed of 
communications has 
increased by a factor of 
10,000,000…

And, the speed of data 
transmission has increased 
by a factor of 
10,000,000,000…

By Hartmut Rosa
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Questions & answer session
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