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

                        Volume: 09 Issue: 03 | March - 2025                          SJIF Rating: 8.586                                    ISSN: 2582-3930                                                                                                                                               

  

© 2025, IJSREM      | www.ijsrem.com                                                                                                                                            |        Page 1 
 

Artificial Intelligence in Finance the Next Frontier in Banking and Insurance 

Dr V.Ambika1, Dr M.Pitchaimani 2 

1 Assistant Professor: Dept. of Commerce 

Sri Ramakrishna College of Arts &Science for Women 

Coimbatore, Tamil Nadu India 

ambikacom@srcw.ac.in 

2Principal  

Associate Professor: Dept of Commerce 

 Srimad Andavan Arts and Science College 

 Tiruchirappalli, Tamil Nadu, India 

Mpmani@gmail.com 

---------------------------------------------------------------------***---------------------------------------------------------------------

 

Abstract - Abstract – Artificial intelligence is transforming 

banking and insurance to drive innovation and efficiency in 

finance. Machine learning, natural language processing, and 

predictive analytics are enabling financial institutions to 

optimize operations, improve decision-making, and deliver 

personalized customer experiences. Fraud detection, risk 

management, chatbots, robo-advisors, and automated claims 

processing are critical applications for addressing the sector’s 

dynamic challenges. 

  The ways in which AI is changing finance through 

secondary data analytics. Tools like AI are enhancing fraud 

detection accuracy, streamlining underwriting, and delivering 

real-time credit risk assessments. Chatbots and virtual 

assistants have transformed customer service, enabling 24/7 

support and personalized interactions, while robot-advisors 

have democratized investment services by delivering 

automated, data-driven advice to more people focusing on 

ethical AI governance - ensuring collaborative tech efforts 

between financial institutions - exploring blockchain and 

quantum computing Practical steps include improving 

workforce skills, building regulatory sandboxes for testing AI, 

and developing academic-industry partnerships for AI R&D. 

 AI is not just a tool but a transformative force that makes the 

financial sector more robust. By realising its limitations and 

promoting a sustainable, customer-focused approach, banking 

and insurance can realise the full potential of AI to drive long-

term growth and inclusion. 

 

Keywords – Artificial Intelligence and Financial Services - 

Fraud Detection, Customer Experience and Predictive 

Analytics - AI Ethics and Financial Technology as these 

innovations take off 

 

I. INTRODUCTION  

 There’s a revolution in finance, and AI is at the heart of it. 

From banking to insurance, AI offers huge opportunities to improve 

productivity, cut costs and delight customers.AI will transform how 

we invest, but which firms will benefit most, AI is already, not 

someday, changing finance. Banks and insurers are already using AI 

tools like machine learning, NLP, and analytics to streamline 

processes and improve decision-making. They’re detecting fraud in 

real time, delivering personalized customer interactions, and 

assessing risk based on data—creating a more agile, stable financial 

system. The transition from conventional to artificial intelligence-

based methodologies. 

 

Finance relied on manual processes and outdated models, 

causing delays and errors. Automation and intelligence re-imagined 

core processes, breaking conventions. AI chatbots and virtual 

assistants in banking offer 24/7 support. Robo-advisors deliver 

automated, personalized investment advice. AI speeds up insurance 

claims processing, accelerating settlements and reducing fraudulent 

behavior. 

Identifying Opportunities and Overcoming 

ChallengesThere are many benefits of implementing AI, but the 

wider adoption of AI is hindered by issues such as algorithmic bias 

and lack of transparency, which raise ethical concerns. Adopting AI 

is also complicated by strict regulation, data privacy concerns, and 

the lack of skilled workforce. The scope for AI to transform finance 

remains strong, and progress creates opportunities for new and 

more inclusive financial products. 
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II. OBJECTIVES OF THE STUDY 

 

➢ To analyze AI applications in banking and insurance. 

 

➢ To explore AI's benefits and challenges in finance. 

 

➢ To assess the extant literature on AIs role in fraud 

detection, risk management and customer engagement. 

 

➢ Identify practice gaps and future research and 

implementation directions 

 

 

III REVIEW OF LITERATURE 

 

      Smith and Johnson (2024) discuss the banking use cases    for AI 

and highlight customer experience and risk management. “In 

‘Revolutionizing Banking with AI: A Path to Enhanced Customer 

Engagement and Risk Solutions, ’ AI chatbots and virtual 

assistants provide personalized interactions and 24/7 support, ’ 

they explain. “Fraud detection and credit scoring are simplified 

with real-time data and predictive analytics, creating a more 

efficient and secure banking ecosystem that is critical for financial 

institutions in a digital-first world. ” 

 

      Lee et al. (2023) in AI in insurance: Automating claims and 

personalizing policies Machine learning and predictive algorithms 

automate claims, speeding up processing and improving accuracy. 

AI helps assess risk using large datasets and provides 

personalized policy recommendations for customers. AI enhances 

efficiency and customer satisfaction but challenges include data 

privacy and algorithmic biases. 

 

     Choudhury (2022) in Emerging tech trends in finance: AI, 

blockchain, and more “In the financial services sector, artificial 

intelligence (AI), blockchain, and predictive analytics are driving 

innovation with secure transactions, accurate market predictions, 

and enhanced data transparency. AI excels at complex data 

analysis, while blockchain offers secure financial frameworks. 

Predictive analytics in decision-making provides actionable 

insights, but barriers such as resistance to change and high 

implementation costs hinder widespread adoption. ” 

 

 

 

 

 

IV RESEARCH METHODOLOGY 

 

This study uses secondary data analysis with data collected from 

peer-reviewed journals, industry reports, conference proceedings, 

and trustworthy websites. Methodology: Data collection from online 

databases (e. g. Google Scholar, PubMed, industry white 

papers)Content Analysis: Information organization for AI 

applications, benefits, challenges, and future trends. 

 

Comparative Analysis: AI in Banking & Insurance - Case Studies & 

Industry Benchmarks 

 

                                       Fig  

 

 

 

 

 

 

 

 

 

 

 

 

 

V LIMITATIONS OF THE STUDY 

The research is based on published data, which may not 

reflect the most recent industry developments. Regulations and the 

level of technology adoption could affect the generalisability of the 

findings to particular regions. But with AI advances so rapid, some 

insights may become obsolete quickly. The ethical AI frameworks in 

the finance industry are relatively narrow in scope. There is not 

enough focus on AI's role in sustainability and green financing. A 

first look at combining quantum computing with AI for next-

generation financial applications 

 

VI SUGGESTIONS 

Banks and universities should work together to tackle AI 

skills gaps.Customized training and joint research bridge expertise 

gaps for managing and implementing AI. These partnerships offer 

innovative solutions to banking and insurance challenges and 

ensure a workforce prepared for AI-powered environments.Action 

is needed now to protect data Financial institutions need policies 

to protect customer data from unauthorized access and misuse. 

Encryption, anonymization, and GDPR compliance build trust 

and reduce risks. Communicate data handling and protection 

clearly to boost client confidence. Regulatory sandboxes allow for 
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both innovation and regulation. They let financial firms 

experiment with new AI before deploying it broadly, which 

lowers risks. They also help regulators keep pace with evolving 

tech, so they can update policies as needed. Governments support 

sandbox creation and use while also ensuring oversight and 

accountability. 

 

VII CONCLUSION  

       Artificial intelligence has transformed the financial 

services industry, especially banking and insurance, by 

modernizing processes and facilitating customer-centric 

approaches. Chatbots, automated investment advisers, and 

forecasting analytics have reshaped service delivery, improved 

productivity, and offered novel solutions to longstanding 

challenges. Ethical concerns, biases, and opaque decision-making 

are all challenges. Data privacy and security risks complicate 

adoption of new systems. The financial sector’s sensitive 

information complicates integration. Strategic solutions are 

needed to implement AI into existing systems and navigate 

complex regulations.  

 

The study emphasizes the importance of addressing these 

challenges to achieve the full transformative power of AI. Ethical 

AI frameworks, cooperation among regulators, financial 

institutions, and tech companies, and strong governance with 

transparent policies can help mitigate AI risks. Aligning AI with 

global sustainability goals, such as green investment, offers the 

financial sector a chance to tackle broader societal issues.  

 

The financial sector must be responsible about innovation. 

Overcoming barriers and establishing trust with key stakeholders 

makes AI inclusive, efficient, and resilient in banking and 

insurance. Getting the most out of AI requires collaboration, skills 

development, and ethical guidelines. Strategically, AI reshapes 

the financial sector, promoting sustainable growth and long-term 

prosperity 
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