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LLM-era trading
Volatility & alpha decay

A simple operating model for using AI in research without letting 
it turn your process into the crowd.

Research risk AI workflow Alfred

Webinar deck

Research risk

AI workflow

Alfred
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LLMs make research faster. They can also make research 
more similar.

Quoting same sources leads to similar suggestions

1 Same public 
data

2 Similar 
prompts

3 Similar 
backtests

4 Crowded 
trades

The risk is: many people use AI to discover and trade the same copyable edge at the same time

Source: IBKR Quant, “LLMs and the Shortening Shelf Life of Copyable Alpha,” April 2026.
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And this already happens at scale
Investing.com March 2026 poll
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Strategies stop delivering
Copyable alpha becomes perishable when discovery and replication get cheap.

Expected excess return

Time / diffusion

Discovery

Replication

Crowding

Decay

The LLM effect:

the whole curve 
can compress.

McLean & Pontiff, Does Academic Research Destroy Stock Return Predictability?
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Research shows: volatility is a risk
Overcrowding creates a fragile exit problem.

More participants can enter from the same research signal. The volatility event happens when they all need 
the exit.

Chincarini, Lazo-Paz, and Moneta: Crowded spaces and anomalies
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What LLMs can — and cannot — do
Use LLMs where ambiguity is high. Keep deterministic controls outside the model.

LLMs are good at

- Read filings, docs, notes, and papers
- Search and compare evidence
- Interpret charts and backtests
- Draft hypotheses and variants
- Explain assumptions in plain English

LLMs are not good at

- Guarantee truth or returns
- Run deterministic risk controls
- Replace broker/order safeguards
- Maintain cheap data pipelines alone
- Validate data it cannot inspect

Rule of thumb: LLM for thinking support. Code, data and risk systems for execution.
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How to arrange the research process
Separate retrieval, analysis and governance.

DB Valid source of data SK Reliable Skills AI Governing agent

Verified outputs

Machine readable

Uncorrelated factors

Avoid overquoted strategies

Avoid HFT or day trading

Clear outcome template

Regulate “temperature”

The governing agent summarizes agreements, disagreements, and confidence for high-confluence decisions.
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Step 1: inputs are key
Top 5 free sources

1 Fundamentals 2 Technical analysis 3 News and Sentiment

4 Macro 5 Strategies and frameworks

This reduces hallucination because the AI is constrained by inspected evidence.
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Step 2: Make AI follow skills
Reusable instructions beat one-off prompts – available online

SK

Skill file

Skill = the house style of 
reasoning.

Financial ratios Help understand earnings effects on longer-term 
fundamentals and explain the risks

Macro effect on the markets Economy and liquidity trends

Technical analysis Trend, regime, indicators

Risk rules Position sizing, trade planning

Factors explanations Derive fundamental forces from news
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Final output template
Make the answer easy to audit and act on.

Cover

- Thesis
- Evidence used
- Entry / exit levels
- Scenarios
- Risks and invalidation

Return

- Short summary
- Table of levels
- Source list
- Confidence rating
- “Do not trade if…” caveat

A consistent template helps you build execution discipline and increase clarity
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How we did it: database access
Give the assistant controlled access to structured research assets.

Research
database

Backtest
tables

Signal
tables

Metrics
tables

Docs

The assistant answers from the data layer. That’s why we called it
Alfred, the Quant Librarian

Source: Visual Sector playbook: free S/R data, AI assistant and entry/exit planning wedge.

NB! Our AI Assistant is not allowed 
to use external information

Any trading symbols, Index, entities or investment products displayed are for illustrative purposes only and are not 
intended to portray recommendations. Past performance is not necessarily indicative of future results. 
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AI assistant: Alfred
A research copilot for planning trades — not an execution engine.

Alfred Free Support and Resistance levels data

Entry / exit
points

Stop-loss
placement

Confluence levels Breakout +
reversal trades

Best use: generate a trade plan, expose assumptions, show invalidation, and 
keep the human in control.

Source: Visual Sector playbook: free AI assistant for entry, exit, stop placement, and clearer probabilities.
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Use AI to move faster.

Try Alfred and S/R levels chart (it’s free)

1 Backtested entry/exit 
levels

2 Clear breakout and stop-
loss prices

3 Gamma and Delta levels 
– free forever

Any trading symbols, Index, entities or investment products displayed are for illustrative purposes only and are not 
intended to portray recommendations. Past performance is not necessarily indicative of future results. 
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