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Separate Legal identity and governance structure.
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Global Financial System
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Stability Resilience Resistance
&Il $a9/ b Saleag!
Ability of a system Property of
to maintain its communities to
current state or to remain "essentially
return to its unchanged“ when
original state after subject to
being perturbed. disturbance. Inverse
of sensitivity.

Striving for Never Again global financial crisis

FSB: Key Standards for Sound Financial Systems
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International Accounting
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Committees on:

| BCBS, CGFS, CPMI
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INTERNATIONAL ORGANIZATION OF SECURITIES COMMISSIONS

Standard-Setting Bodies in the Compendium
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The FSB has 68 member institutions,
comprising ministries of finance, central
banks, and supervisory and regulatory
authorities from 25 jurisdictions as well
as 10 international organizations and
standard-setting bodies, and 6 Regional
Consultative Groups reaching out to 65
other jurisdictions around the world
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60 Countries joint-effort between ITU and 47 UN agencies and bodies
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OECD Framework for the Classification of Al Systems

Key high-level dimensions

&) OECD

BETTER POLICIES FOR BETTER LIVES

CONTEXT ” E
PLANET o
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OECD Framework for the Classification of Al Systems

- Provenance, collection, dynamic nature
- Structure and format (structured etc.)

- Rights and ‘identifiability’ (personal data
on, proprietary etc.)
- Appropriateness and quality

Al actors include data collectors & processors

- Industrial sector
- Business function & model
- Critical function
- Scale & maturity

Al actors include system operators

CONTEXT ™
PEOPLE & PLANET

- Users of the system

- Impacted stakeholders

- Optionality & redress

- Human rights, incl. privacy

- Well-being & environment
Displacement potential

- Model building
(symbolic, machine
learning, hybrid)

\- Model inferencing / use

Actors include end-users
& stakeholders

- System task (recognise; personalise etc)

- System action (autonomy level)
- Combining tasks and action
- Core application areas (computer vision etc)

Al actors include system integrators

Characteristics per classification dimension and key actor(s) involved

&) OECD

BETTER POLICIES FOR BETTER LIVES



OECD Framework for the Classification of Al Systems

Al system lifecycle

Actors include data collectors g>> OECD

& Processors BETTER POLICIES FOR BETTER LIVES

Collect & process
data S

A

PEOPLE &
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(O E C D) uc-‘.q.l}‘ Operate & Actors include end-users | Verify & validate
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FSB Artificial intelligence and machine learning in financial services

FINANCIAL
STABILITY
BOARD

Taxonomy and Definition

Big Data
Al Analysis _
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Reinforcement Learning
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Unsupervised Learning

Al and Big Data can differ somewhat, for instance, one can develop tools to analyze big data sets that are not based on Al techniques




FSB Artificial intelligence and machine learning in financial services

Taxonomy and Definition
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User Needs

Pay

Save

)

Borrow

—
)

Manage
Risk

Get
Advice

ObAse SIS 9 5919 ¢(Fgiman Liga

Evolution of Financial Services

Traditional Model

Cash/ATM/Check/
Wire/MTO’s Debit/Credit
Cards Centralized
Settlement

Bank Deposit/Mutual
funds/Bonds/Equities

Bank
Loan/Bonds/Mortgages/
Trade Credit

Brokerage Underwriting/
Structured Products/ Trading
regulatory/ Compliance/ KYC/
Insurance

Financial
Planner/Investment Advisor

Technological Innovations

Gaps Cloud
p Plattor ~ pLr = MO
m bile
Speed
L L
Cost
Transparency
Access
L L
Security
M L M

IMF Policy Paper- Fintech: The Experience So Far

Fintech Solution

Virtual Currency
/Remittances/Mobile PoS/P2P
Payment/B2B Transaction/DLT-
Based Settlement

Virtual Currencies/ Mobile Market
Funds/Blockchain bonds

Credit Modeling/Platform
Lending/Crowd-
funding/Blockchain Bonds/Auto-
underwriting

Regtech/Smart
Contracts/Suptech/Crypto-Asset
Exchange/eKYC/Digital ID

Robo-advising/Automated
Wealth Management
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Technology Financial Services

4 N s Y
Foundations Innovations Pay Save Borrow Ma?age Ge.t
Risk Advice

Investment Advice (Robot)

Al Machine Learning Credit decision
Big Data Predictive Analysis Regtech, fraud detection
Asset Trading
Settle Payments
Distributed DLT B2B
Computing Blockchain Back Office and Recording

Digital Currencies

Automatic Transactions
Smart Contracts

Cryptography Biometrics Security
Identity Protection
_ Easy to use digital wallet; Finance dashboards; P2P
Mobile Access APIs Crowd-fundin
Internet Digital Wallet &

IMF-Fintech and Financial Services-Initial Considerations-2017

Inter-operability and Expandability




Sl pluo )3 (Fauae Gigd 658 Hbyd Jle b Ol slaaly

FINANCIAL
STABILITY
BOARD

Ol SLa 9 @aleng dali 098 B 1y dbe mbie 5o Gudle 850 9 (Foiuan Giga 3l Aliks slasys,K ™
b dalys bl Las S
Al aalgs Sl W Feims Jiga Gl alatdl mlaw jo udwd Ha dlsss glassls Galiel L ®
Coyde 35 9 Gldes HDE Jlidl el dlo paline 5 (Foiuan (hsa Slern)lS dawgd (IS wlase 53
Ol slate sillsliyl 31 glddsluy 9 duus JISCA) 4S 594 ol e Llgiw (Foiuan hga lasy,K ™
3p pb Gledbl mbin 51 calises glasle goalatuwl 31 lgim digas G Glgieds a9d lasle 9 b slaylsLs
el o diud]s Dog el (asbie cie ol 31 g b aS




Sl pluo )3 (Fouan oo 538 Hbyd Jle Gl Ola Slual)

FINANCIAL
STABILITY
BOARD

259y Ol 39 pgw lacdb dy (Saualy slomyl Eeely wilgie daua sleplid 55 Grudyelido 9 glaSs 51 ®
A8 0 18 S eulais (goagaxa

Ol K51 L 90555 (0L 6y (Foiuan Jiga 5| diilatm 15 0 ,Seudais 9 hyllas slasle LayKocius i ogdle ™
Bl dalgs dgue ilyyde b Gadat g oyllad o )3




Sl pluo )d (Fauan Gigd 658 Hbyd Jle b Wl slaialy

FINANCIAL
STABILITY
BOARD

coleia 5o Sy Ko do i ilgie (Foiuan (hsa glaylSaly 5o (guplus culild 9 Gpdywat laas ™
Lilgie (Foiuan Siga ladyS jo Bladal gladuw 3l soloriul gaelil (cuiys (nea 4y 094 (IS
ol aidls Jlas 4 gldiwl 95U gladely
Interpretability auditability macro-level risk
Pl b glacsuy) Jlaie 5165 05 (Foiumn Jisa GG 05l cpu> i 9 Jgiaza s diilen

Slyblis (gogas @y 905l Kiloyme cdaiye gladSisnm G Joli Ll 31 8y il o
il o Gulu cainl g 6yl

Al gabsy Cuaal

https://www.fsb.org/2017 /11 /artificial-intelligence-and-machine-learning-in-financial-service/




BIS and Financial Stability Institute TN o Y

Emerging Regulatory expectations in the financial sector
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BIS and Financial Stability Institute

FINANCIAL ’\ BANK FOR
STABILITY INTERNATIONAL

BOARD " SETTLEMENTS

Regulatory and Supervisory Framework for Al Use case

All Al models used by
financial institutions

"Low impact"
(eg customer support
chatbots)

Customer-facing
"High impact"

(eg for creditworthiness
assessment)

Do not require
supervisory approval

(eg for internal
operational processes)

Non customer-facing

Require supervisory
approval

(eg for regulatory capital
adequacy assessment)
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Regulatory Expectations relating to the Al Common Principles

Reliability /soundness
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Regulatory Expectations relating to the Al Common Principles

Reliability /soundness
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Regulatory Expectations relating to the Al Common Principles
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Regulatory Expectations relating to the Al Common Principles
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Regulatory Expectations relating to the Al Common Principles
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Regulatory Expectations relating to the Al Common Principles
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* [n just two months after its launch, GPT-3-powered ChatGPT reached
100 million monthly active users, becoming the fastest-growing app in
history, according to a UBS report (via Reuters).



obvious use cases for Al in banking?
1. Account Inquiries

Banking users can employ chatbots to monitor their account balances, transaction history and other
account-related information.

2. Money Transfers
Users could potentially make fund transfers to other accounts or to pay merchants through a chatbot.
3. Loan Applications

Banks can deploy chatbots to assist users in applying for loans and to guide them through the
application procedure.

4. Credit Score Monitoring

Companies can develop chatbots to assist users in checking their credit ratings and provide advice on
how to improve them.

5. Financial Advice

Banks could train chatbots to provide investment information and assist users in making informed
investment decisions.



6. Fraud Prevention

Banks could explore ways to use Al to prevent fraud by monitoring user transactions and spotting unusual
activity.

7. Customer Service

Banks could train chatbots to provide rapid and effective customer care by answering common questions and
fixing simple issues.

8. Account Management

Banks could train Al models to assist users in managing their accounts by arranging automatic payments,
changing personal information and more.

9. Insurance Claims

Banks could also create chatbots with the capability to submit insurance claims and get information about the
claims procedure.

10. Financial Planning
Chatbots could assist users with financial planning tasks, such as budgeting and setting financial objectives.
https://www.forbes.com/sites/forbesbusinesscouncil /2023 /03 /20 /the-future-of-ai-in-banking/




https://www.bis.org/ifc/publ/ifc_report_computing 2004.pdf

Capital raised by companies working in the area of big data, Al and ML
In billions of US dollars Graph 1
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Private Equity (PE), Venture Capital and Mergers & Acquisitions (M&A) capital raised by big data and artificial intelligence & machine learning
companies. M&A excludes buyouts to avoid double-counting from PE.

Source: PitchBook Data Inc.




