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Executive Summary 

• Most financial institutions still use AI as a session-by-session query tool: open a chat, ask a 

question, receive an answer, close the window. In that operating mode, every session starts 

from zero, the model lacks institutional memory, and outputs are generic because the context is 

generic. 

• A practitioner guide published in April 2026 by The AI Corner shows that the highest-performing 

users are not winning because they have access to a meaningfully different model. They are 

outperforming because they deliberately construct context around the model through 

persistent files, reusable AI “skills” templates, XML-tagged prompts, session handoff 

protocols, and structured questioning before execution begins. 

• For banks, asset managers, and fintechs, this is not a prompting lesson. It is an operating model 

lesson. The central performance gap in enterprise AI is increasingly determined by 

context architecture, workflow design, session discipline, and governance scaffolding 

rather than by model selection alone. 

• The implications are immediate. Institutions that have invested in AI licenses, basic literacy 

training, and ad hoc prompt libraries without building governed context infrastructure are both 

leaving measurable performance on the table and accumulating model risk that many current 

control frameworks do not yet fully capture. 

• The practical remediation path is operational: define what context should load for which 

users and use cases, govern reusable workflow templates, establish session 

management standards, embed pre-execution challenge controls, and extend model risk 

documentation to reflect context-dependent output variability. 

KEY INSIGHTS 

The mechanism is not access to a better model. It is the deliberate construction of context: 

persistent file systems, reusable AI skills, XML-tagged prompts, session handoff protocols, and 

Socratic prompting patterns that surface assumptions before execution begins. 

Institutions that realize the importance of developing a governed AI context infrastructure, and 

implementing the operational changes required to leverage this infrastructure, will see far better 

return on their AI investments and the quality of output from their AI models. 

 

The Shift 

What Changed and Why It Matters 

The practitioner guide is explicit that the leverage point in AI use has shifted. Techniques that 

centered on one-off prompt wording in earlier model generations now produce diminishing returns 

relative to the quality of the surrounding context loaded before the task begins. 
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This matters because most enterprise AI training from 2023 through 2025 treated prompt quality as 

the primary determinant of output quality. That framing placed the burden on the individual user in 

the moment of use. The newer operating reality is different: the ceiling on output quality is 

increasingly set upstream by system prompts, persistent files, memory structures, reusable 

examples, and workflow templates that are already in place before a prompt is typed. 

For financial institutions, the implication is strategic. Organizations that invested in prompt coaching, 

internal prompt libraries, or general AI enablement without making corresponding investments in 

context architecture have built on an increasingly fragile foundation. 

A concise working definition is useful here: context engineering is the deliberate design of the files, 

memory, workflow structures, and session controls loaded around the model before any task 

begins. 

 

The Maturity Gap 

Four Levels of AI Research Use 

The guide describes a four-level framework for investment research that functions as a practical 

maturity diagnostic for financial institutions. 

Level User behavior Typical output 

1 Basic Q&A with minimal context 
Generic summaries and public-information 
synthesis. 

2 Directed questions with some added context Better relevance but limited analytical depth. 

3 
Structured prompts with defined output 
formats 

Analyst-style memos and comparative analysis. 

4 
Institutional-grade, context-engineered 
workflows 

Competitive positioning, risk-factor analysis, 
management assessment, and scenario modeling. 

 

For most financial institutions, this framework exposes an uncomfortable truth. Many deployments 

still operate between Levels 1 and 2, where outputs are generic, difficult to audit, and poorly suited 

to institutional reuse. Level 4 performance, by contrast, depends on persistent context, structured 

workflow continuity, and repeatable analytical scaffolding that resemble enterprise operating 

infrastructure rather than isolated prompting techniques. 

A useful self-test is simple: if a month of AI outputs were printed and reviewed, would they read like 

search summaries, or would they read like institutionally consistent work products? 

 

Three Patterns 

Persistent Context as Infrastructure 

The guide recommends organizing AI work around a structured persistent file system — a 

designated workspace that loads stable institutional context at the start of each session rather than 
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requiring users to rebuild it from scratch. Its components include role and priority files, style profiles, 

reusable workflow templates, active project artifacts, and stored outputs. From an institutional 

perspective, this is not just a personal productivity trick. It is a practitioner-level analog to enterprise 

knowledge management, output standards, workflow orchestration, and auditability. 

A front-office analyst example makes the value concrete. Without persistent context, an equity 

research analyst must restate investment criteria, formatting expectations, risk taxonomy, and prior 

work in every session, often with inconsistent results. With persistent context, those standards load 

automatically, enabling the model to produce more consistent first drafts, preserve continuity across 

sessions, and reduce rework during review. 

This is why enterprise context architecture matters. It determines not only output quality but also 

whether institutional knowledge compounds over time or resets at the start of every chat. 

Context Degradation as Model Risk 

The guide also documents a practical limitation with direct governance implications: as sessions 

accumulate too much context, earlier instructions become harder for the model to maintain, 

coherence deteriorates, and output quality declines. 

For financial institutions, this should be treated as a measurable model risk variable rather than a 

minor usability issue. Long-running workflows such as due diligence reviews, regulatory response 

drafting, or contract analysis are especially vulnerable because the same prompt can produce 

materially different quality at the end of an overloaded session than it did at the beginning. 

The operational response is not complicated, but it must be deliberate. High-stakes workflows 

should be designed as bounded sessions with explicit handoff artifacts, rather than as indefinitely 

extended chats. Session state should be saved, summarized, and reloaded into fresh sessions so 

that continuity is preserved without uncontrolled context bloat. 

This has a documentation consequence as well. If output quality is partly a function of session state, 

then model documentation and audit records that fail to capture relevant context at the time of 

generation are incomplete from a risk-management standpoint. 

Institutional Implications 

• Long-session workflows — Due diligence processes, regulatory response drafting, multi-

document contract review — are particularly vulnerable to context degradation. Output quality at 

the end of a long session may differ materially from output quality at the beginning, using 

identical prompts. 

• Session architecture — The guide recommends structured handoff protocols: saving session 

state to a designated project archive and loading it into a fresh session to restore continuity 

without context bloat. This is an operational discipline, not a technical fix. 

• Audit and documentation — If output quality is a function of session state, then any model 

output documentation that does not capture session context at the time of generation is 

incomplete from a model risk perspective. 



 

BUILDING THE FOUNDATIONS FOR THE NEXT GENERATION TRADFI 

Socratic Prompting as a Control 

A third pattern in the guide is Socratic prompting: asking the model to identify assumptions, 

ambiguities, and missing information before it begins substantive drafting. 

In financial services, this is best understood not as a stylistic preference but as a workflow control. 

Before generating a credit memo, regulatory response, investment note, or vendor assessment, the 

model can be required to produce a checklist of assumptions, unresolved questions, and scope 

boundaries for human confirmation. 

That simple design choice improves review quality because hidden assumptions are surfaced 

before they are embedded in a polished draft. It also maps naturally to existing risk, audit, and 

compliance disciplines that already rely on pre-execution challenge as a core control concept. 

The guide recommends building this pattern into reusable governed AI skills. At institutional scale, 

that is the right instinct: for high-stakes use cases, assumption-surfacing should be embedded in 

governed templates so that it does not depend on whether an individual user remembers to ask for 

it. 

 

Institutional Applications 

The institutional applications in financial services are direct and material: 

• Credit memo drafting — Unexamined assumptions about borrower characteristics, comparable 

transactions, or market conditions can propagate through a memo without challenge. A Socratic 

prompting step surfaces those assumptions for human review before the document takes shape. 

• Regulatory response preparation — Regulatory correspondence carries legal and 

reputational consequence. Assumptions about the scope of an inquiry, the applicable regulatory 

standard, or the institution's prior representations need to be surfaced and reviewed, not 

embedded silently in a draft. 

• RFP analysis and vendor evaluation — Assumptions about evaluation criteria, weighting, and 

comparability drive outputs that inform procurement decisions. Pre-execution assumption 

surfacing is a form of scope control. 

 

The Real Problem 

System or Search Engine 

The central diagnostic question for financial institutions is straightforward: is AI being treated as a 

system, or as a search engine? 

The system model requires investments that occur before any individual interaction: persistent 

institutional context, reusable workflow structures, session lifecycle standards, and output controls 

that are enforced by architecture rather than improvised by users in the moment. 
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The search-engine model is very different. Users open a session, type a request, receive a 

response, and move on. That model produces generic outputs, accumulates little reusable 

knowledge, creates weak auditability, and scales inconsistency across teams. 

Many institutions have effectively purchased enterprise AI capability while still operating it in a 

consumer-search pattern. The result is a widening operating model gap between what the tools can 

support and what the institution is currently organized to realize. 

Why Governance Is Falling Behind 

The four-level framework also highlights a growing asymmetry inside financial institutions: front-

office users can now reach much more advanced levels of AI-assisted analysis than many 

governance, compliance, and model-risk structures were designed to supervise. 

The technology to produce high-quality, hedge-fund-style outputs through structured context 

workflows is already available without custom model development or specialized engineering 

teams. That means business adoption can mature quickly, while governance catches up more 

slowly. 

The common institutional pattern is familiar. A business line moves first, controls are added later, 

and a quality, compliance, or documentation issue forces accelerated remediation under pressure. 

Retrofitting governance into a live AI workflow is usually far more disruptive and expensive than 

designing those controls into the workflow from the outset. 

 

What to Do Now 

If front-office teams are outpacing governance, then the governance layer will need to be retrofitted 

under pressure rather than built into the deployment from the start. 

Implementation Priorities 

The operating model gap is closeable, but the remediation path is operational, not merely technical. 

1. Design context architecture. Define what institutional context should load at session 

initialization for each user group and use case, including access controls, ownership, versioning, 

and review cadence. 

2. Govern workflow templates. Move from individual prompts and ad hoc tips toward maintained, 

approved prompt-and-skill libraries for high-value, repeatable workflows. 

3. Establish session lifecycle standards. Set norms for session length, handoff documentation, 

state capture, and output storage so that teams can preserve continuity without uncontrolled 

context degradation. 

4. Embed pre-execution challenge controls. Build Socratic assumption checks and ambiguity 

surfacing into governed templates for high-stakes workflows such as credit, regulatory, 

diligence, and procurement processes. 
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5. Extend model risk frameworks. Update model documentation, validation, monitoring, and 

evidentiary standards to reflect that output quality varies with context, session state, and 

workflow design. 

 

What This Means for Financial Institutions 

Advisory Relevance 

For banks, asset managers, funds, and fintechs, the practical message is clear. The next wave of 

differentiation in enterprise AI will come less from buying access to a new model and more from 

designing the right operating context around the models already available. 

That creates an advisory need that is broader than tool selection. Institutions need help defining 

context architecture, building governed workflow libraries, designing session and documentation 

standards, and aligning control functions with rapidly maturing business use cases. 

A typical advisory engagement can therefore be framed around tangible outputs rather than broad 

aspiration: a context architecture blueprint, a first governed AI skills library for priority use cases, 

session management standards, and an initial AI documentation approach aligned to internal risk 

and control expectations. 

How NextFi Can Help 

NextFi Advisors partners with banks, asset managers, funds, and fintechs to close the operating 

model gap in AI deployment. 

• Enterprise AI context architecture design and implementation roadmaps. 

• Use-case-specific workflow template and prompt-library governance frameworks. 

• Session management and output documentation protocols aligned to SR 11-7 and internal 

model risk standards. 

• Workflow-embedded control design for high-stakes AI-assisted processes. 

• Executive-ready diagnostics and stakeholder alignment narratives for AI governance 

modernization. 

STRATEGIC BOTTOM LINE 

The performance gap between how financial institutions use AI today and how the top 

practitioners operate is not a model gap, a budget gap, or a technology gap. It is an operating 

model gap.  

Banks and asset managers that have invested in AI tooling without investing in context 

architecture, workflow design, and governance scaffolding are systematically leaving performance 

on the table and accumulating model risk they have not accounted for.  

The four-level investing research framework documented in this guide — scaling from basic Q&A 
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to institutional-grade workflows replicating professional equity analyst output — is the clearest 

available illustration of that gap in a domain financial institutions understand. The front office is 

maturing faster than governance has anticipated. Institutions that do not build the governance 

layer now will be retrofitting it under pressure later. The leverage point is not the model. It never 

was. 

 

About NextFi Advisors 

NextFi Advisors is an independent advisory and consulting firm helping financial institutions move 

from experimentation to execution across AI and digital asset transformation. Our work is 

commercially viable, regulator-ready, and operationally durable. Explore our Convergence Economy 

insights at thedisplacement.ai. 

Contact: barry.eisenberg@nextfiadvisors.com  |  Web: www.nextfiadvisors.com 

 
Sources: The AI Corner, practitioner guide published April 2026. 
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