
ROLE OF ARTIFICIAL INTELLIGENCE 

IN FINANCE 
Radhika Sreedharan 

Assistant Professor 

Department of Computer Science and Engineering 

Presidency University, Bangalore 

ABSTRACT 

Artificial Intelligence (AI) and the its tools utilization have gone a long way in every sector of the economy 

particularly in the financial field. Many advantages can be grasped using the application of the tools in the 

financial sector. On the basis of AI, there are lots of tools of portfolio supervision obtainable but now we have to 

think about effortless ways for preventing financial data leakage at low cost by identifying new algorithms and 

also executing an AI-based platform that analyses the individual portfolio and recommended the best financial 

schemes like investing in crypto, mutual funds, dividend stock fund or another financial domain. The future of 

artificial intelligence in banking and finance is promising yet plagued with uncertainties. Despite the concerns, it 

is apparent that AI will play a more vital role in the sector, influencing the way users converse and perpetuate 

their financial stability. 
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I. INTRODUCTION 

Artificial intelligence (AI) in case of finance alters the methods through which people influence using 

wealth. AI assists the financial production to modernize and improve procedures varying through credit 

determination till quantifiable trading and supervision of monetary threat. A lot of people believe that the 

prospects of finance is everything regarding cryptocurrencies, blockchain, and Robo-advisors, however 

Artificial intelligence is the actual activity remake in the finance production. Already it is transforming the way 

companies in distinct industries function, and it is phase for the finance business to get to the reorganization.   

Industry of monetary services is extensive and complicated. It incorporates all through retail banking and 

supervision of expenditure to assurance and money matters. Because of the substantial competence of the 

industry, there are a lot of various procedures where AI enhances productivity of work and reduces costs. 

Hence, AI does a substantial part in the finance industry than ever earlier because corporates look for 

procedures for enhancing customer practice and enhance productivity over the board. Here’s how you can 

develop your organization to prosper under AI’s control.  

Finance can be explained as the supervision of one’s expenses, costs, sales, and money management as a 

whole. Analysing them can assist them to take critical resolutions of expenditures, purchases and sales and 

supervision of substantial and insubstantial resources. 

Artificial intelligence (AI) in finance assists to power cognizance for data analytics, measurement of 

efficiency, forecasting, actual computations, customer service, recapturing intelligent data and a lot more. It is a 

set of techniques which empowers investment assistant corporations to analyse customers and markets better, 

understand and grasp through computerized transfer, and captivate in a manner which imitates human 

intelligence and activities at scale. 

 In Finance, AI can assist in five common domains: individualize products and services, bring out 

chances, supervise threat and fraudulence, empower clearness and agreement, and pre-program functions and 

decrease costs. 

 

Finance can be widely categorized into three main streams:  

• Personal Finance 

• Corporate Finance 



• Public Finance 

 

i. Personal Finance:  It is the supervision of persons’ own finance. Analysing one’s individual 

income, expenditures, financing, and subsequent needs and supervising them effectually is critical 

to fulfil purposes of one’s existence.  Mishandling of one’s individual money matters can cause 

liquidation and money lending non-remittances. Hence, personal finance does a crucial part in 

one’s existence. 

ii. Corporate Finance:  Supervision of money for business is corporate finance. Whether it is a small 

family of a corporation business, grasping and handling the monetary requirements of the 

organization is solution to run a flourishing and commercial business. For instance, while taking 

up money, the organization needs to determine time to take up moneylending either with the help 

of banks or equity or public institutions like stock exchange, on the basis of business goals. 

Correspondingly, conclusions such as when to expend in capital assets or enlargement of divisions 

in various topical localities will rely on the accessibility and correct allotment of cashes.It is a 

business unit which supervises its finances in an organized manner. It is possible by making sure 

that expenditures are in control in contrast to sales and hereafter objectives. They run the chance to 

default on their monetary commitments. This can in succession cause the organization to be 

acquired by a challenger or a finance company and in worst case situation, business termination. 

iii. Public Finance: It is possibly the most significant channel in finance. The nation’s well-being 

relies on the way handles its public finance. An economy of a country will enhance whenever the 

administration in competence handles its finances in a feasible and enduring way. Countries have 

to make crucial resolution on the allotment of funds. This incorporates various areas such as 

education, public health, defence, and infrastructure. It is a crucial stream of finance. Institutions 

such as public institutions, central banks, and supreme wealth funds of nations have to ensure 

appropriate allocation of their resources. It is necessary to maintain the fiscal health of the nation. 

All streams, like public health, education, or defence, are important for the economy of the country 

to grow. And ineffective fiscal management can result in defaults. It will lead to financial 

meltdowns, public unrest or coups, or even wars with neighbouring nations. Recent examples are 

the global financial meltdown of 2008, and 2019 covid crisis, and the wars in Iraq, Ukraine, Syria, 

etc. 

 

II. AI CAN RESOLVE ACTUAL PROBLEMS IN MONETARY ASSISTANCE 

 

• Identification of speech: Conversion of speech to text for enhancing assistance with awareness through 

customer conversations, like contact center sales calls, and direct better customer assistance 

knowledge. 

• Sentiment analysis: Recognition of sentiment in a given text with succeeding ardent belief utilizing 

natural language AI, like scrutiny of expenditure, chat data sentiment, etc. 

• Anomaly detection: Finds anomalies, like deceitful proceedings, monetary offence, spoofing in trading, 

and cyber menaces. 

• Recommendations: Provide very individualized suggestions for monetary assistance and products, like 

advising on expenditure or banking proposals, on the basis of customer rides, companion conversation, 

priorities of threats, and financial objectives. 

• Translation: Make your matter, like monetary information, and apps multi-linguistic having rapid, 

powerful machine translation at scale for augmenting customer conversations and get through many 

listeners everyplace they are. 

• Processing of documents: Take out unstructured and structured data through documents and examine, 

explore and save this data for document-large scale procedures, like allowance servicing, and 

recognition of investment chances. 

• Identification of image: Acquire awareness through videos and images to quicken processing of 

indemnity requests by estimating detriment to attributes like landed property or vehicles, or accelerate 

customer entry using KYC-compliant identity document verification. 

• Interactions: Please the customers with human-like AI-powered contact center involvement, like 

banking attender or customer center, for reducing costs, and liberate time for human agents. Remodel 

individual finance and provide customers more ways for supervising their money by bringing smart, 

perceptive exposure to applications, websites, computerized policies, and computer-generated 

mechanisms. 



• Data science and analytics: To produce awareness and unlocking value through data for decision 

making and business intelligence and, access a complete suite of analytics, data management, and 

machine learning tools. 

• Predictive modelling: Utilize customer data, threat, proceeding, trading or other data comprehension 

for forecasting particular forthcoming results having high degree of precision. These capacities are 

useful in detection of fraudulence, threat, and customer eventuality requires forecasting. 

• Cybersecurity: Automatize features of cybersecurity by constantly supervising and analysing network 

traffic for detecting, preventing, and responding to threats and cyberattacks. 

• Generative AI: Build new AI-powered exploration and communicative involvement by generating, 

suggesting, incorporating, analysing, and participating in a common and answerable way.  

 

III. ADVANTAGES OF AI IN FINANCE 

 

a. Automation: AI can assist to automate efforts and procedures, function autonomously and appropriately, 

and enable decision making and facility distribution. For instance, AI can assist a remittance issuer 

automate features of cybersecurity by constantly supervising and analysing data traffic. Or, it can 

augment a bank’s client-first method having more adaptability, individualized computerized banking 

exposures that encounter client requirements quickly and more firmly. 

b. Correctness: AI can assist monetary services corporations manage manual mistakes in processing of 

data, analytics, processing of document and on-boarding, customer conversations, and more jobs using 

automation and processes that confirm to same procedures every single time. 

c. Productivity: When AI is utilized for performing repeated jobs, people are at liberty to concentrate on 

more deliberate actions. AI is utilized for automating procedures like corroborating or outlining 

documents, responding to phone calls, or replying customer queries such as “what time do you close?” 

AI bots are mostly utilized for performing every day or manageable jobs in the place of a human. 

d. Speed: AI has the ability of processing more information faster than human beings, and discover patterns 

and associations in data which a human might miss. It means quick awareness to direct decision making, 

dealing communications, threat modelling, supervision of compliancy, etc. 

e. Obtainability: Using AI, you can assist customers to complete financial jobs, obtain resolutions for 

meeting their objectives, and supervise and control their finances wherever and whenever they are. When 

it runs in the cloud, AI and ML can constantly function on its allotted actions. 

f. Innovation: The capability to analyse huge quantities of data at a high speed can cause distinctive and 

inventive product and service contribution that advances the competence. For example, AI is utilized in 

predictive analytics to rationalize insurance customer involvement by not losing the human touch. 

 

IV. PROSPECTIVE OF AI IN FINANCIAL SERVICES 

  

 AI assists to handle growth of financial services. A lot of organizations have gone computerized and 

acquired knowledge of new ways of selling, adding productivity, and concentrate on their data. Moving forward, 

they be required to individualize customer engagement on the basis of relationship at range. AI plays a key role 

in assisting to power tailored customer replies, make cautious and more explainable product and service 

suggestions, and earn faith by widening attendant assistance which are obtainable when customers require them 

the most. Additionally, financial institutions will require to make strong and distinctive computerized customer 

descriptions on the basis of permission; but the data they require might continue in repository. By decomposing 

repositories, applying an AI layer, and influencing human involvement in a perfect manner, financial institutions 

can generate incidents which direct the distinctive requirements of their customers while rising productively. 

Artificial Intelligence (AI) is reconstructing the monetary division, transfigures how financial institutions, banks 

and investor’s function.  

 Here are nine examples of AI in finance, and how they are changing the industry: 

 

• Discovery of fraudulence: AI algorithms can analyse proceedings in actual time, discover anomalies 

and patterns which might specify swindling tasks, and warn banks for taking applicable measures. An 

instance of discovery of fraudulence utilizing AI is PayPal’s fraud detection system. PayPal utilizes 

algorithms of machine learning and rule-based systems for supervising actual proceedings, and 

recognize likely deceptive actions. The system inspects data points such as user’s location, history of 

proceedings, and gadget data for identifying deformities and patterns which can give clue at 

unscrupulous act. The technology can acquaint with PayPal’s fraudulence inspection team about a 

likely fraudulent proceeding so that they can audit further or stop the transaction. The quantity of fraud 

proceedings on the network has considerably reduce due to AI-powered solution, hence, PayPal 

utilization has become safer. 



• Customer assistance:  Chatbots powered by AI can issue individualized financial assistance, replies 

customer questions, and automatize regular jobs such as new accounts opening or updating of 

information of customer. The chatbot KAI from Mastercard, that assists clients having account queries, 

history of proceedings and tracing of expenditure, is an instance of the way AI is utilized in customer 

service. KAI utilizes algorithms of machine learning and natural language processing to provide 

consumers specialized assistance and financial awareness across various channels, which also includes 

WhatsApp, SMS, and Messenger. 

• Algorithmic trading: AI has the capability to correctly evaluate earlier and current market shifts, 

patterns of mark, and forecast forthcoming prices. AI algorithms can also execute proceedings in actual 

time, utilizing pre-programmed conditions and rules, developing investing procedures and augmenting 

revenues. Financial institutions and stockholders benefit importantly through this technology, that 

empowers them for making data-driven decisions and perpetuate a benefit in the forcefully competitive 

trading world. 

• Supervision of threat: By analysing complicated financial data, artificial intelligence can recognize 

possible threats and predict forthcoming situations, issuing beneficial awareness which permit banks 

and other financial institutions for making knowledgeable conclusions. An instance of supervision of 

threat utilizing AI is BlackRock Aladdin approach. For analysing extensive amounts of financial data, 

notice threats and chances, and issue investment manager’s actual-time perceptions, the Aladdin 

platform incorporates AI and machine learning algorithms.By inspecting elements like market 

volatility, risk in credit and liquidity, the platform helps investment managers in supervising and 

handling threats. Investment managers can improve their investment approaches and make data-driven 

conclusions. Aladdin’s threat supervision capacities, which reduce the threat of losses and improve 

returns. 

• Supervision of portfolio: AI can analyse enormous quantities of financial data and issue astuteness 

into investment trends, threats and chances, assisting investors make valid conclusions. An instance of 

portfolio utilizing AI is Wealthfront, a robo-advisor that utilizes algorithms of AI to supervise 

investment portfolios for clients. For creating custom-built investment portfolios for clients on the basis 

of their objectives, threat resilience, and financial position, Wealthfront incorporates definitive 

portfolio approach and AI. When conditions in market and the client’s objectives vary, the policy 

accordingly again balances the portfolio when constantly supervising its accomplishment. A lot of 

investors find Wealthfront an attractive option due to its portfolio management powered by AI, that 

permits custom-built and optimal investing schemes. 

• Credit scoring: AI algorithms can analyse monetary statements, credit histories, and other data for 

providing correct credit scores, permitting creditors for making better lending conclusions. For 

example, ZestFinance’s Zest Automated Machine Learning (ZAML) platform utilizes AI to analyse 

credit threat characteristics and issue correct credit scores, enhancing lending conclusions and 

decreasing the threat of failure. 

• Individualized fiscal suggestions: Robo-advisors powered by AI can issue individualized fiscal 

suggestion and investment approaches on the basis of client’s financial situation, objectives and threats 

resilience. For example, Bank of America’s AI chatbot, Erica, can issue individualized fiscal 

suggestion, reply customer questions and automatize everyday jobs. 

• Insurance guarantee: AI can analyse the scope of data points, incorporating statistical information, 

health documents and driving records, for issuing a correct insurance approval. For example, for 

enhancing correctness and reduce fraudulence in the insurance market, Lemonade, an AI-powered 

Insurtech corporation, uses AI algorithms for evaluating assertions and approve insurance policies. 

• Managerial conformity: AI can assist financial institutions to abide by complicated conformities by 

analysing proceedings, detect fraudulence, and ensure conformity with regulations of Know Your 

Customer and Anti-Money Laundering. For example, ComplyAdvantage assists businesses abide by 

legalized commitments and refrain from fines utilizing AI and machine learning algorithms for 

supervising financial proceedings and identify likely money laundering tasks. 

 

 

V. TRANSFORMATION OF FINANCIAL SERVICES INDUSTRY THROUGH ARTIFICIAL 

INTELLIGENCE 

 The profession of monetary services has come into the Artificial Intelligence (AI) period of the 

computerized race, a drive which began with internet emergence and took corporations through various phases 

of automation. The AI exposure is distorting the industry profession, debilitating the relationships that are held 

together the constituents of the long-established financial institutions and opening the entry of more 

modernization and current functioning prototypes. AI is a field of computer science that prioritizes on the 

intelligent machines production which function and accomplish duties like humans. These machines can educate 



themselves, arrange and elucidate information for making forecasting on the basis of this information. Hence, it 

has become a necessary constituent of technology in the Banking, Financial Services and Insurance (BFSI) 

Industry, and is transforming the manner services and products are provided.  

 

 

 

VI. OPERATORS OF AI DISARRANGEMENTS IN BANKING 

 

1. Big data outbreak:  The outbreak of the big data demand had a crucial consequence on the Banking 

industry because of varying customers’ supposition. Nowadays customers converse with their financial 

institutions on an electronic extent, and additionally to the conventional arranged data, for instance, 

proceedings data, these days corporations gather huge amounts of unclear data like emails, text and 

voice messages, videos and images through customer assistance, social media principles and other 

means of data gathering. By taking advantage of big data, banks can provide more individualized 

assistance. Monetary corporation utilize 360-degree view of the customer’s conversation with the 

make, involving fundamental individual data, past proceedings, and social media conversations for 

enlightening their procedures of decision-making. 

 

2. Framework obtainability (hardware, fast computers, cloud, software): The outbreak of cloud 

technology as well as high computational assets and framework obtainability, permits fast processing 

of large data at lesser costs and productivity in adaptability. It means corporations are set to influenced 

AI. 

       

3. Supervisory pre-requisites: Financial institutions are beneath numerous inspections through 

supervisors for issuing correct results in a prompt way, for meeting their supervisory commitments. 

Supervisory agreement procedures need the data gathering through numerous root systems. AI-

operated resolutions issue an opportunity to direct certain problems in today’s monetary systems by 

computerizing procedures of data gathering, enhancing the rapidity and standard of decisions and 

strengthening the corporation’s preparedness for meeting supervisory agreement responsibilities. 

Continuous establishment of AI will thoroughly change the front and back-office functions of monetary 

institutions. The development of AI also needs adaptation to well-established rules and crucial 

variations to the present arrangement of worldwide monetary demand. This move is a possibility for 

agreement groups for crucially investing in current technologies for enabling financial institutions for 

becoming more future-proof. 

 

4. Competitiveness: Financial institutions are persistently contending with their companions in the 

industry, and currently with FinTechs, for issuing the finest assistance to their clientele. Technology 

has become a determiner in this scope as corporations’ benefit from obtainable advanced techniques to 

collect an extensive quantity of data they acquire. Consequently, financial institutions utilize AI to 

maximize recent assistance contributions, take recent contributions for demand and issue a more 

individualized incident for their customers. 

 

 The afore-mentioned characteristics are continuously developing and bring new values and chances 

to businesses, for effectually maximizing on the benefits provided by AI. The demand of BFSI is placed ideally 

to be unit of this disarrangement and proceed in its drive of computerized revolution. 

 

VII. UTILIZATION OF AI IN BANKING DOMAIN: 

 

1. Chatbots: Chatbots powered by AI encompassed with Natural Language Processing (NLP), engross 

and converse with customers 24/7 and improve online interactions. Additionally, to particular reactions 

to customers’ queries to assist them to work through their account details, chatbots can assist to open 

new accounts and direct grievances to suitable customer assistance divisions amid others. 

 

2. Detection and prevention of frauds: Till very lately, financial institutions have depended on 

conventional, rule-based Anti-Money Laundering (AML) proceedings supervising and name showing 

systems that produce more quantity of false positives. With the shocking rise in offences associated 

with fraudulence and ever-transforming patterns of fraudulence, improved AI elements are appended to 

the confirmed systems to permit the recognition of formerly unobserved transactional standards, 

inconsistencies of data and mistrustful associations among individuals and entities. This permits for a 



more active procedure, in which AI is utilized for preventing fraudulence before it occurs in opposition 

to conventional active procedure for detecting fraudulence.  

 

3. Customer Relationship Management: It is a significant character for financial institutions. Financial 

institutions provide more individualized 24/7 assistance to separate customers like issuing facial 

identification and voice order characteristics for logging into financial apps. Financial institutions are 

also using Artificial Intelligence for analysing customer observable patterns and accordingly carry out 

customer partition that permits targeted marketing and enhanced customer knowledge and 

conversation. 

 

4. Predictive Analytics: The emergence of Machine Learning (ML) & AI has extended the entrance for 

correct prediction. AI and Data Analytics are enforced to returns prediction, stock price forecasting, 

threat supervising and supervision of case. The augmented growth in the data gathered has been 

decisive to enhance models’ functioning, causing moderate reduction in the extent of human 

interference needed. 

 

5. Credit threat supervision: As regulators carry on to focus on risk supervision, monetary associations 

are authorized to establish very dependable models and solutions. AI utilization in credit threat 

supervision is achieving more fame particularly in the market of Fintech and the Digital Banking. AI is 

utilized to decide the financial stability of the solution debtor by making data productive to forecast the 

possibility of failure that assists to enhance the correctness of credit conclusions. Consequently, the 

market is going in the direction of awareness powered renting instead of specialist astuteness, that 

assists to increase non-acceptance of excessive threats customers and decrease non-acceptance of 

approved customers and a depletion in credit losses pursued by monetary institutions. 
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