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Abstract

We leverage comprehensive data on firm-level AI investments to examine how firms’ sys-
tematic risk changes with the advent of artificial intelligence (AI) during the 2010s. Firms
that invest more in AI see increases in their systematic risk, measured by equity market
beta. A one-standard-deviation increase in firm-level AI investments translates into a
0.05 increase in market beta. This result is unique to AI: robotics, IT, and general R&D
investments do not display similar results during the sample period. We show that the
increased market beta of AI-investing firms is not explained by leverage, asynchronous
trading, increased correlation with the tech sector, within-industry concentration, or cor-
related investor flows. Instead, our results are consistent with AI investments creating
new growth options for firms: AI-investing firms become more growth-firm-like, and the
effect on market betas is twice larger on the upside than the downside. Overall, our find-
ings provide direct evidence that firms’ investments in new technologies such as AI create
growth options and affect the composition of the firms’ risk profiles.
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