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Evolution of Finance Series: Discussing the Role of AI in Financial Services With Omega Venture Partners

INDUSTRY OVERVIEW

• Evolution of Finance Series: discussing the role of AI in financial services with Omega Venture
Partners. We recently hosted a virtual Q&A with Gaurav Tewari, Managing Partner of Omega Venture
Partners, to discuss artificial intelligence, its growth, its utility, and its applications in the financial
services industry. Omega Venture Partners was founded three years ago and is the first U.S.-based
venture fund focused on early growth stage investing in the AI, automation, and machine learning
verticals. The firm’s investing strategy can be simplified as “AI with ROI” and Omega boasts a
team of both experienced institutional investors and renowned artificial intelligence experts. A former
computer science major at MIT, Mr. Tewari has been immersed in the technology ecosystem for ~20
years, and most recently ran the venture capital programs at SAP (SAP, MO, $179 PT, Walravens)
and Citigroup (C, NC) prior to forming Omega. The conversation was timely and further enhanced our
belief in AI technology and its incremental value for the financial services industry and the economy
more broadly. Below, we share a few highlights from the discussion. A replay of our conversation can
also be accessed online here (Passcode: ynV5.Ykj).

• AI is a fundamental paradigm shift in how we think about software. AI is a subset of computer
science that focuses on creating intelligent systems that can learn and act independently. It is a broad
field that has been 50 years in the making and has evolved over the last couple decades, but recent
technological breakthroughs made possible by the massive amounts of digital data that are now
available and the decreasing cost of computing power have accelerated its development significantly.
Historically, the majority of AI has been Discriminative AI (the purpose of which is to classify things)
but, more recently, Discriminative AI has been complemented by the development of Generative AI
— which can use data to build its own statistical models and create new content based on what it
has learned from existing content. As a whole, AI is a fundamental paradigm shift in that software
is now no longer constrained by the limitations of its developer and can learn new things and do so
at scale. Accordingly, given this foundational elevation of what software can do, Omega views the
AI space as one of the biggest investment opportunities for the foreseeable future — though, given
the level of hype and marketing “fluff” in the industry, we note that domain expertise is also more
important than ever.

• Financial services is one of the most actionable opportunities for artificial intelligence. Omega
views financial services, insurance, digital health, and industrials as some of the biggest vertical
opportunities to create and capture value with artificial intelligence. Within financial services, AI is
being used to automate tasks, improve decision-making, and enhance customer experience. Fraud
mitigation has been one area where large financial institutions have been the most front-footed with
their implementation of AI, using systems to analyze large amounts of data and identify patterns to
mitigate potential risks. Underwriting has also been area of focus as AI can help accelerate and inform
the process.

• Broadly speaking, Mr. Tewari noted that smaller organizations have generally been more nimble (as
they face less institutional friction to adoption). However, while still in the early innings, it is clear that
most major financial institutions are thinking about the applications of AI within their business model.
With Generative AI, financial services companies can also use the technology to assist customers
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with financial education and wealth management advice, and within customer service to provide 24/7
support. AI also provides clear opportunities to improve efficiency in the middle and back office,
particularly by automating routine processes like data entry and aggregation (e.g., loan or mortgage
applications). Further, companies are in the early stages of exploring how AI can be implemented in
trading and actual investing as well.

• Fears of AI may be overblown. The evolution of AI and potential implications for the labor market
have created some concern historically. However, Mr. Tewari related the development of AI to previous
technological advances. While there may be some short-term pain as AI takes over routine processes,
Omega expects the economic value created by AI to far outweigh these impacts over the longer
term as AI creates a new paradigm for how companies operate, enabling them to interact better with
customers and eliminate mundane work — which will also allow employees to focus on more complex
tasks and use their skill sets more adeptly. Privacy, data security, and potential disinformation or
bias in AI models are also key considerations for the industry and financial services firms, and the
conversation addressed the regulatory landscape as Mr. Tewari noted that providing transparency into
how AI is making decisions is an important consideration for any institution adopting the technology.
However, at the end of the day, these are manageable issues with many techniques emerging to
address them and, bigger picture, the benefits of AI have the potential to be so profound that the
scales tip in favor of adopting the technology.
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