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ABSTRACT 

One significant technological advancement is artificial intelligence (AI), which encompasses machine learning 

(ML) and algorithm language. Numerous industries, including automotive, healthcare, gaming, robotics, 

finance, surveillance, entertainment, space exploration, agriculture, e-commerce, social media, and more, find 

it popular. Its goal is to create an independent, intelligent system. With a brief introduction, our study focuses 

on the usage of AI in the finance industry, including banking, investing firms, and insurance organizations. The 

paper outlines the difficulties and their effects in the financial industry, along with their advantages and 

disadvantages. With few suggestions, the report also shows how artificial intelligence will alter the banking 

sector in the future.  
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INTRODUCTION 

Artificial intelligence is becoming popular in many sectors of the industry today. One significant technological 

advancement is artificial intelligence (AI), which encompasses machine learning (ML) and algorithm language. 

The ability of machines (computers) to make intelligent decisions, such as determining what to do, is known as 

artificial intelligence (AI). This ability is typically used in the context of accomplishing a certain goal. Artificial 

Intelligence (AI) in Finance AI technologies are used to enhance financial decision-making and processes. AI 

is capable of trend prediction, data analysis, and task automation. Robo-advisors driven by AI are used by 

financial organizations to evaluate client data and offer tailored investment advice. Customers now find financial 

planning more affordable and accessible as a result. In order to provide individualized financial advice, AI-

powered robo-advisors examine client data, such as income, spending, and investment objectives. These 

systems can forecast future investment opportunities and learn from client data thanks to machine learning 

algorithms. Customers thus obtain tailored investment suggestions that are in line with their unique requirements 

and objectives. 

AI examines data and assesses the risks associated with various transactions and investments. This facilitates 

informed decision-making and efficient risk management. Systems for risk management driven by AI are 

excellent at evaluating intricate financial data and spotting possible dangers and possibilities. These systems use 

machine learning algorithms to forecast future market risks and trends by learning from historical data. Financial 

institutions are therefore better equipped to manage risk and make well-informed investment decisions. The 
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application of AI in the financial industry has drastically changed fraud detection and prevention. AI algorithms 

are used by financial organizations to examine transactions and spot irregularities that can point to fraud. As a 

result, fraud cases have significantly decreased, and client protection has improved. AI-powered fraud detection 

solutions allow financial institutions to identify and stop fraudulent activity before it causes significant harm by 

utilizing real-time data analysis. By spotting trends and irregularities in transaction data, machine learning 

algorithms play a crucial part in these systems and enable precise and effective fraud detection. studying the 

thought processes of human beings. Also focus that AI deals with representing those processes via machines 

(like computers, robots, etc.). AI has now taken over many sectors including the financial sector Patel, K 2018. 

present thesis on “Artificial Intelligence in Finance: Understanding how automation and machine learning is 

transforming the financial industry” examines the influence of artificial intelligence on the modern world, 

especially in the field of finance. The research concludes that throughout the value chain in financial services 

whether it is processing, analytics, or investing, there's going to be more and more technology that can get things 

done Kunwar M (2019). Development of Artificial Intelligence and Effects on Financial System by focused on 

the development and application of artificial intelligence and machine learning in the financial system, as well 

as its impacts on macroeconomics and microeconomics. Some suggestions and strategies were provided for 

reasonable usage of artificial intelligence in financial risk management, based on the financial risk management 

raised by artificial intelligence Xie, M (2019). “Artificial intelligence applications in corporate finance” focused 

on the usage of AI in corporate finance with the current usages and its prospects in a near future. It offered a 

viewpoint on this subject through information retrieved from papers, reports, and experts and an evolving survey 

using qualitative and quantitative analysis. It enables to get perfect views on the current situational analysis and 

the future expectations of AI in finance and, more precisely, in corporate finance. Wallon (2019). on “Artificial 

Intelligence, Finance, And the Law”, a study of those risks and limitations—the ways artificial intelligence and 

misunderstandings of it can harm and hinder law, finance, and society. It highlights the perils and pitfalls of 

artificial codes, data bias, virtual threats, and systemic risks relating to financial artificial intelligence. It also 

raises larger issues about the implications of financial artificial intelligence on financial cybersecurity, 

competition, and society soon. Tom C.W. Lin, (2019). The purpose of this study is to investigate the many uses 

of artificial intelligence (AI) in the financial industry. Examining how AI technologies are being incorporated 

into different financial services, such as banking, investment management, insurance, and real estate, is the main 

goal. The study also aims to evaluate the overall effects of AI on operational effectiveness, decision-making, 

and customer experience, as well as the difficulties and possible risks related to its implementation in the 

financial sector. Particular focus is paid to the potential applications of AI in the Indian financial industry going 

forward, along with helpful suggestions for its morally and practically sound application. The study's scope 

covers the financial industry as a whole, emphasizing current trends, use cases unique to the sector, and new 

developments powered by AI. 

 

http://www.ijsrem.com/


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

                         Volume: 09 Issue: 08 | Aug - 2025                                  SJIF Rating: 8.586                                        ISSN: 2582-3930                                                                                                                                               

 

© 2025, IJSREM      | www.ijsrem.com                                 DOI: 10.55041/IJSREM51697                                                  |        Page 3 
 

METHODOLOGY 

This study uses secondary data sources and is mainly descriptive in nature. The data has been methodically 

gathered from a variety of published sources, such as scholarly journals, research papers, reports, and reliable 

publications pertaining to artificial intelligence and finance. The research attempts to offer a thorough grasp of 

the uses, patterns, and ramifications of artificial intelligence in the financial industry by examining the body of 

existing literature and published findings. 

APPLICATION OF AI IN FINANCE 

1. Fraud detection: AI is able to spot questionable behavior and detect fraudulent transactions. The biggest 

threats in the present era are cyberattacks and Trojan horses, which resemble viruses. By combining the 

capability of intelligent pattern analysis with big data capabilities, machine learning security solutions can 

secure the world's financial data, giving them an advantage over conventional and non-AI tools. Machine 

learning algorithms in artificial intelligence require a split second to detect fraudulent transactions in real time 

rather than after the crime has been committed. Many organizations are attempting to improve the security of 

online transactions and related services by implementing artificial intelligence. 

2. Credit decisions: AI can enhance credit choices by analyzing data to forecast the likelihood of default. 

AI automatically evaluates the profile during the credit card and loan decision-making process, greatly lowering 

costs and time while also ensuring a fair and transparent procedure overall. 

3. Risk management: Threats to an organization's resources, profits, and operations can be recognized, 

evaluated, and managed with the use of AI. A lack of risk management by numerous firms contributed to the 

subprime mortgage crisis. The chosen loan application and financial reports were the only focus of traditional 

software programs. However, by using its credit-scoring tasks in a real-world setting, new machine learning 

technology concentrated on every detail pertaining to the present market trend in order to avoid financial crime 

and detect financial crises. Additionally, it reduces underwriting risks. It can assist in managing all risks in the 

areas of life, health, mortgage, and loan insurance. Additionally, it is ideal for the underwriting duties that are 

so prevalent in the insurance and financial industries. 

4. Algorithmic trading: AI is able to execute transactions at the best speeds and accuracy by analyzing 

market data to find patterns and trends. The trading system may encounter several problems. AI systems analyze 

data more quickly, allowing for the identification of failure causes as well as the provision of relevant solutions. 

A computer program has been trained to predict when to trade shares in order to maximize profits, minimize 

losses during uncertain times, and assist investors, institutions, and businesses in making prompt decisions. 

5. Customer service: Basic banking tasks including transfers, deposits, payments, and customer support 

inquiries can all be automated with AI. AI is crucial to banking since it allows all transactions, including deposits 

and payments, to be completed online, saving customers from having to hurry to the bank. even manage the 

bulk of consumer complaints and offer an effective self-help interface to the clients. Virtual assistants powered 

by AI, such as Alexa, Google Assistant, Echo, and others, are already becoming more and more well-liked in 
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consumer markets. It gives the potential customer honest advice so they can obtain precise information and 

prompt fixes for their issues. 

6. Regulatory compliance: AI can guarantee that rules and laws are followed. The likelihood of fraud also 

rises dramatically with the growing trend of e-commerce or online transactions. AI is predicated on an anti-

fraud system that identifies, reports, and blocks fraudulent transactions. In order to identify fraudulent 

transactions and reduce phony declines, banking and financial organizations offer Fraud Detection Software 

that uses machine learning algorithms and predictive analytics to identify patterns without the need for human 

analysts. 

7. Portfolio management: AI has applications in risk analysis, trading, and portfolio management. Process 

automation, which completes tasks in a matter of minutes, is essential for increasing productivity and lowering 

operating expenses. AI lowers costs and eliminates over 45- 50% of repetitive tasks that humans perform. 

Through its services, such as call center automation, chatbox (where robots converse and provide instructions), 

paperwork automation, etc., process automation efficiently translated documentation and identified issues that 

required human attention. 

 

Figure No: 1 

CHALLENGES OF ARTIFICIAL INTELLIGENCE 

1. Based on data availability and quality: Big data is the foundation of AI technology, as is well known. 

Only when a substantial amount of high-quality data is submitted does it yield accurate information. Biases may 

be concealed in the data, even in reliable sources. Within the banking sector, the reconciliation of Data 

referentials are frequently beset by quality problems, and the data from front to back is already troublesome. 
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Any significant artificial intelligence project must start with a data-quality program in place. Users suffer risky 

losses as a result of this. 

2. Difficult to understand: The vocabulary used in machine learning is difficult to comprehend. It 

increases the degree of governance while posing a certain amount of danger. Banks must thoroughly explain the 

models and supporting data to their customers in order to simplify it and help them avoid making poor business 

decisions. 

3. Responsibility: Another major issue with AI is determining who will be held accountable and 

responsible in the event of a problem. It can be unsettling for a banker's logical thinking when there is no 

justification for why the algorithm returned a positive or negative response to a certain query. The goal of 

deploying a computer in the first place is thus somewhat defeated when it becomes necessary to retain a human 

supervisor to verify the machine's judgments for crucial tasks like releasing/blocking payments or validating 

trades. 

4. Lack of emotional intelligence: While AI is capable of detecting fraudulent activity and solving a 

variety of particular problems, it lacks emotional intelligence. Chatboxes, for example, are intelligent yet 

impersonal. When the application is loaded, they do what it says. 

5. Regulatory barriers : In the highly regulated financial services industry, transparency in AI is essential 

for success. It is necessary to have a domain expert who can explain the logic and key context surrounding the 

data. Machine learning's capacity to explain its logic will be crucial for overcoming legal restrictions and 

winning over people. 

  

Figure No: 2 

 

 

IMPACT OF AI IN FINANCE SECTOR 

For several reasons, artificial intelligence offers enormous advantages. Each element has both beneficial and 

detrimental effects. In the same direction, AI has the following: 
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Pros Cons 

Effective in managing a substantial amount 

of data. More efficient at projecting, 

supporting solid commercial relationships, 

and performing advisory work 

Complexity necessitates significant 

maintenance and production costs.  

More adept at projecting, supporting solid 

commercial relationships, and performing 

advisory work. Because high-end financial 

technology is so expensive, not every firm 

can afford the premium AI application. 

 

More insightful graphs and charts aid in 

making a secure choice. Offer services 24/7 

in comparison to human resources. 

Absence of regulatory oversight could 

become an issue in the near future.  

Offer services 24/7 in comparison to human 

resources. Data misuse could result in 

major losses, such as being supplied to the 

wrong person, which could pose a major 

threat to humanity. 

 

Complete financial tasks like trading, 

insurance, accounting, etc. quickly. 

Financial consumers save time, money, and 

effort by accessing transaction details both 

online and offline.  

widespread unemployment as computers 

and automation take the place of workers.  

Increase reliance on the machine and block 

the human mind as well.  

An AI-powered smart card-based system is 

used for fraud detection.  

Widespread unemployment as computers 

and automation take the place of workers.  

Increase reliance on the machine and block 

the human mind as well.  

Lack of imagination 

 

 

FUTURE OF ARTIFICIAL INTELLIGENCE (AI) IN INDIA  

Artificial intelligence is becoming more and more prevalent in today's environment. AI is being used by digital 

giants like Google, Amazon, and Flipkart to create predictive models of customer behavior. In terms of 

education, the majority of colleges have provided a range of AI courses. The financial industry has seen a 

noticeable increase in efficiency and cost reduction as a result of the incorporation of AI. Numerous jobs that 
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were previously completed by hand are automated by AI, which reduces costs and boosts operational 

effectiveness. 

Now, financial institutions can save operating expenses while providing their clients with improved services. 

Data-driven decision-making in the financial industry is made possible by AI. Large amounts of data can be 

analyzed by financial organizations to produce insightful information that helps them make well-informed 

decisions. The profitability of the sector has increased as a result of better risk management procedures and 

investment choices. The use of AI in finance by Bitcoin, which offers automated consulting services, has 

contributed to its appeal. Personal financial aid has already been replaced by AI-powered big data 

recommendations from insurance providers. Businesses, firms, and investors make significant investments 

based on AI data, which saves them money and prevents human error. AI-based fintech solutions are being 

widely adopted by the banking, financial services, and insurance (BFSI) sectors. 

RECOMMENDATIONS 

1. Every industry uses AI, and it is likely to diminish the number of human job opportunities. Deep learning 

of AI is necessary. If the human and machine employees collaborate, the company will succeed greatly. 

2. Because AI requires specialized skills, students must receive exceptional instruction in machine learning 

and algorithm language development. Universities and other entities should encourage such courses. 

3. Government assistance to promote AI will ensure that we don't lag behind other nations in terms of 

technology. 

CONCLUSION 

According to experts, artificial intelligence will soon become a natural part of human life. It fundamentally 

alters how we perceive the world. It takes minutes to solve a lot of issues. Concerns exist, meanwhile, about the 

sufficiency of professional training, job displacement, and ethical ramifications. It is crucial to address these 

issues, make educational and training investments, and encourage cooperation amongst stakeholders in order to 

guarantee the responsible and advantageous integration of AI technologies in the financial industry and to fully 

utilize the potential of AI in finance. Artificial intelligence may lessen human demands, thus we must strike a 

balance by adapting to the changes. Remember that we created machines, not the other way around. When we 

use it properly, we gain advantages. 
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