Artificial intelligence tools like ChatGPT and Google Gemini have revolutionized how canadianfamilyoffices.com
family offices and ultra-high-net-worth (UHNW) investors approach investment research. Their ability to quickly
parse research reports, extract key points, and even provide preliminary analysis is impressive. However, these
tools come with significant risks — notably Al hallucinations, situations where the Al confidently fabricates

information, which can have serious consequences when making investment decisions.

In this article, I'll share my experience from 12 years working on investment research, due diligence, and data
governance in family offices. I'll explore best practices for leveraging Al tools in parsing investment research while

carefully managing risk and maintaining data integrity.

Why Use Al for Investment Research Parsing?

Investment research reports can be dense and complex, running tens or hundreds of pages filled with financial
models, narrative analysis, and sometimes obscure terminology. This complexity often makes manual review time-

consuming and resource-intensive for small teams managing UHNW portfolios.
Al tools like ChatGPT and Google Gemini offer promising capabilities:

* Summarization: Reduce lengthy reports into concise executive summaries.
* Extraction: Pull out critical data points and key arguments quickly.
* Cross-Referencing: |dentify areas where external data could either support or contradict the research report.

® Accessibility: Enable team members without deep domain expertise to understand high-level investment

theses.

Used thoughtfully, Al can streamline workflows and free up analysts for higher-level strategic thinking.

The Threat of Al Hallucinations

One critical issue with Al tools is their tendency to produce hallucinations — outputs that seem plausible but are

factually incorrect or invented. These hallucinations pose the greatest risk in parsing investment research because:

* Persuasive Presentation: Al often presents incorrect information with high confidence and professional tone,

which can mislead even experienced analysts.

* Hidden Errors: Hallucinations might be subtle, such as fabricated statistics or misattributed quotes, which are

hard to spot without diligent cross-checking.

* Private Markets Risk: In private markets, where data is scarce and less standardized, Al has fewer reliable

sources for verification, increasing error risk.

For family offices focusing on private equity, venture capital, or real assets, understanding this risk is crucial. Blind

trust can result in flawed investment decisions or compliance issues.

Use Cases for Family Offices: How Al Tools Help

Below are some practical ways family office teams can incorporate Al tools like ChatGPT and Google Gemini in

parsing investment research responsibly.

1. Preliminary Research & Screening


https://canadianfamilyoffices.com/special-reports/technology-sr/ai-has-the-makings-of-a-powerful-tool-for-family-offices-but-frequent-and-highly-convincing-hallucinations-are-proving-troublesome/

® Al can scan large pools of market commentary and analyst reports, highlighting potential opportunities and

flagging down less viable deals.

® This step filters the universe but does not replace human-led deep dives.

2. Parsing Reports

Convert lengthy PDF or text research reports into structured summaries, timelines, or bullet-point lists.

Identify terminology or financial concepts that need further clarification or validation.

3. Summarizing Due Diligence Inputs

Aggregate findings from meetings, documents, and even unstructured interviews into a cohesive memo.

Highlight inconsistencies or areas needing follow-up questions.

4. Cross-Checking Facts & Supplementing Data

® Use Al to cross-reference public data sources or press releases to detect discrepancies.

® Support hypothesis generation but never rely on Al output as the sole source of truth.

Best Practices: Parsing Research Reports Without Trusting Al Blindly

Given the risks, family office teams must embrace a rigorous governance mindset. Here are actionable guidelines

to follow:

1. Always Cross-Check Facts

Never accept Al outputs at face value. Instead:

¢ |dentify key points and separately verify them with primary sources such as company filings, brokerage

reports, or trusted data providers.

* Flag any statements that Al generated without clear references for manual review.

2. Focus on Faithfulness Over Fluency

Al can generate text that sounds fluent and confident but may lack accuracy (“factual hallucination”). Prioritize

tools or prompt techniques that explicitly encourage faithfulness to source material.

* For example, use approaches that instruct the Al to quote or cite exact passages rather than paraphrasing or

inferring.

® Prefer outputs that clearly document their reasoning and sources.

3. Establish Clear Workflow Controls

* Define who reviews Al outputs before sharing with stakeholders—ideally experienced analysts familiar with the

asset class.

® |ncorporate checkpoints to confirm that Al-assisted research aligns with existing knowledge and does not

contradict established facts.

4. Maintain an "Al Got Wrong” Log



In my experience, keeping a running plain text file capturing Al errors encountered improves team awareness and

helps refine prompts and tool selection over time.

® Examples might include fabricated date references, mis-stated financial ratios, or hallucinated earnings

forecasts.

* Review this regularly as both a training and controls tool.

5. Treat Al as an Assistant, Not an Expert

Remember that Al models are pattern matchers trained on vast but imperfect data, not domain experts who

perform reasoned analysis.

e Use Al to automate menial data extraction and first drafts.

* Complete final analysis with human judgment and domain expertise.

Limitations & Risks in Private Markets and Data Scarce Environments

Private markets research heightens Al risks due to restricted access and data inconsistency. Unlike public equities,

where filings and consensus estimates exist, private deals may rely on:

¢ Unofficial or unverified data from managers or intermediaries.

* Internal memoranda that Al cannot access for cross-validation.
This scarcity increases the probability that Al fabricates plausible but untrue details. Thus, it's especially critical to:

® Engage directly with fund managers or operators to confirm findings supplemented by Al parsing.

® Use Al to organize existing data, not to generate new conclusions unsupported by evidence.

Comparing ChatGPT and Google Gemini for Research Parsing

Factor ChatGPT Google Gemini Training Data Transparency Limited public detail on datasets; varies by version
Google leverages web-scale datasets with potential integration of live search Integration with Data Sources API-
based; often manual upload and prompting Potential tighter integration with Google Search and Databases

Hallucination Mitigation Improved over time but still present; requires prompt engineering Uses multi-modal



inputs aiming for higher factuality; still under evaluation Ease of Use User-friendly conversational interface
Expected to offer conversational and multi-modal parsing (text, images) Applicability to Private Market Data
Limited by training data availability; riskier hallucinations Potentially better at incorporating proprietary or internal

data with tools integration

In practice, | recommend piloting both tools with your specific research materials to assess hallucination rates and

output faithfulness before full adoption.

Conclusion

Al tools like ChatGPT and Google Gemini hold undeniable potential to enhance family office research workflows by

rapidly parsing reports, extracting key points, summarizing complex data, and supporting due diligence. However,

their sophistication should not breed overconfidence.

Investment teams must embed strong governance frameworks including rigorous cross-checking of facts,
prioritizing output faithfulness, and maintaining human oversight. This approach preserves the value of Al-

powered efficiency while safeguarding against the dangerous risks of persuasive Al hallucinations.

Ultimately, treat Al as a powerful assistant rather than an infallible source. By combining human expertise with Al's

capabilities, family offices can unlock better, faster insights without compromising on trustworthiness or accuracy.



