
 

          
              International Journal of Scientific Research in Engineering and Management (IJSREM) 

                     Volume: 08 Issue: 12 | Dec - 2024                             SJIF Rating: 8.448                                      ISSN: 2582-3930                                                                                                                                         

 

© 2024, IJSREM      | www.ijsrem.com                                                                                                                     |        Page 1  

ARTIFICIAL INTELLIGENCE AND BANKING 
 

JOSLIN JOYSON VALDER  

 

UNDER THE GUIDANCE OF: 

MR. DENZIL EDROD PINTO DEPARTMENT OF COMMERCE 

MILAGRES COLLEGE, HAMPANKATTA. 
 

 

 

Abstract: 

Over the past decade, Artificial Intelligence (AI) has significantly transformed the banking sector, 

emerging as a crucial mechanism to enhance customer experience, optimize operational efficiency, detect 

and prevent fraud, and ensure regulatory compliance. This paper explores the applications of AI in the 

banking industry, highlighting its benefits and the challenges it poses. Additionally, it addresses the ethical 

considerations and future prospects of AI in banking. 
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Introduction: 

Artificial Intelligence refers to the simulation of human intelligence in machines programmed to think 

and learn. In the banking sector, AI encompasses a wide range of technologies, including machine 

learning, natural language processing, and robotic process automation. These technologies are 

transforming banking operations by offering innovative solutions for customer service, risk management, 

and process automation. 

AI in banking is leveraged to deliver personalized experiences, increase operational efficiency, and 

manage risks effectively. The interaction between AI systems and various banking functions is reshaping 

the future of the industry, driving it towards more efficient and customer-centric operations. The need for 

AI arises from the increasing demand for digital banking services, the necessity for enhanced fraud 

detection mechanisms, and the drive towards operational efficiency. The adoption of AI in banking has led 

to significant advancements, such as the implementation of smart chatbots for instant customer support, 

predictive analytics for personalized marketing, and advanced algorithms for credit scoring and loan 

approvals. These applications not only improve the customer experience but also help banks to streamline 

their operations, reduce costs, and mitigate risks. 

AI-driven analytics enable banks to gain deeper insights into customer behavior, preferences, and financial 

habits. By analyzing large volumes of data, banks can identify trends, predict future behaviors, and offer 

tailored financial products and services. This level of personalization helps in building stronger 

customer relationships and enhances customer loyalty. 
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Objectives 

1. To understand AI in Banking. 

2. To explore the Benefits of AI in Banking. 

3. To identify Challenges and Future Trends. 

Methodology: 

The methodology for this paper involves using primary and secondary data, which means gathering 

information by visiting the banker and from existing sources such as books, articles, or databases. This 

includes analysing case studies, reviewing industry reports, and examining the latest research articles on AI 

in banking. 

Review of Literature: 

The literature review highlights the transformative potential of AI in banking, focusing on areas such as 

customer service enhancement through chatbots, predictive analytics for personalized banking, AI-driven 

fraud detection systems, and the automation of regulatory compliance processes. It also emphasizes the 

need for ongoing research to address the challenges of integrating AI into existing banking systems and to 

explore the ethical implications of AI deployment in the financial sector. 

 

Definition: 

"Artificial Intelligence in banking refers to the use of advanced computational techniques and algorithms 

to automate and enhance various banking processes, from customer service and risk management to fraud 

detection and compliance monitoring."  (Smith, 2021) 

"Artificial Intelligence in banking refers to the deployment of advanced algorithms and machine 

learning models to streamline banking operations, enhance customer interactions, detect fraudulent 

activities, and ensure regulatory compliance." (Brown, 2022) 

 

AI in Banking: 

AI in banking refers to the integration of artificial intelligence technologies into banking operations to 

enhance efficiency, improve customer service, and ensure robust security measures. This involves utilizing 

machine learning for predictive analytics, natural language processing for customer interactions, and 

robotic process automation for streamlining routine tasks. 

AI in banking aims to transform traditional banking processes by making them more efficient and 

customer-centric. It enables banks to provide personalized services, detect fraud in real- time, and comply 

with regulatory requirements seamlessly. 

 

1. Understanding AI in Banking: 

The objective of understanding AI in banking is to gain insight into the structure, processes, and 

technologies that AI brings to the banking sector. AI in banking involves the use of machine learning, natural 

language processing, and other advanced technologies to enhance various banking functions. 
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Key Objectives of Understanding AI in Banking: 

➢ Enhanced Customer Experience: AI-powered chatbots and virtual assistants provide 24/7 support 

and personalized services. 

➢ Operational Efficiency: Automation of routine tasks and process optimization through AI-driven 

solutions. 

➢ Fraud Detection and Prevention: Real-time detection of anomalies and potential fraudulent 

activities using machine learning. 

➢ Regulatory Compliance: Automated monitoring and reporting to ensure adherence to compliance 

standards. 

2. Benefits of AI in Banking: 

To identify and explain the various advantages AI brings to banking operations, such as improved 

customer service, increased operational efficiency, and enhanced fraud detection. 

• Enhanced Customer Experience: 

o AI-powered chatbots provide instant support, improving customer satisfaction. 

o Personalized financial advice based on customer data and predictive analytics. 

• Operational Efficiency: 

o Automation of routine tasks reduces operational costs and errors. 

o Process optimization improves overall efficiency and productivity. 

 

• Fraud Detection and Prevention: 

o Real-time analysis of transaction patterns helps detect fraud promptly. 

o Continuous learning algorithms enhance fraud detection accuracy. 

• Regulatory Compliance: 

o AI tools automate compliance monitoring and reporting processes. 

o Natural language processing aids in analyzing regulatory texts. 

3. Challenges and Future Trends: 

To discuss the challenges associated with AI integration in banking, such as data privacy, algorithmic bias, 

and to predict future trends and advancements in the industry. 

• Data Privacy and Security: Ensuring the protection of sensitive customer data and preventing 

data breaches. 

• Bias and Fairness: Addressing potential biases in AI algorithms to ensure fair treatment of 

all customers. 

• Transparency and Accountability: Maintaining transparency in AI decision-making processes 

and establishing clear accountability mechanisms. 

 

The information collected by the banker: 

1. How long has your bank been using AI technologies and under which department? 

2. Has AI reduced operational costs in your bank? By how much? 

3. Does your bank use chatbots and other AI driven services? 

4. Does AI help in predicting financial risks and reduced loan defaults? 

5. What success and failure has the bank seen while implementing AI project? 

http://www.ijsrem.com/
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The above-mentioned questions were asked to two banks namely State Bank of India, Hampankatta branch 

and South Indian Bank, Hampankatta branch. The answers given by the bankers are mentioned below. 

• The AI technology used for more than 5 years and it is used in the credit department, 

antimony laundering department, mobile banking, internet banking etc. 

• AI has reduced 10% of the operational costs and reduced man power. 

• The banks use chatbots and AI driven services. 

• AI help in predicting financial risks and reduced loan defaults. 

• AI provides excellent support for banking industry by reducing human intervention, so less 

manpower and more accurate data processing with less time consumption. 

 

 

Future Prospects: 

The future of AI in banking holds immense potential, with advancements in technologies like 

blockchain, quantum computing, and more sophisticated AI models. Banks are expected to further 

integrate AI into their core operations, driving innovation and setting new standards in customer service, 

risk management, and operational efficiency. 

 

 

Conclusion: 

AI is poised to reshape the banking industry, offering numerous benefits while also posing significant 

challenges. As banks continue to adopt AI technologies, it is crucial to address ethical and regulatory 

concerns to ensure a balanced and sustainable approach. Further research is needed to explore the full 

potential of AI in banking and to bridge the gap between theoretical advancements and practical 

applications. 
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