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Abstract  

The advent of artificial intelligence (AI) has brought a significant transformation to the banking sector. Artificial 

Intelligence (AI) has recently been a hot topic in the banking sector. This research paper will discuss the role of 

AI in the banking sector, highlighting its benefits, challenges, and future potential. The paper will explore various 

AI applications in the banking industry, including chatbots, fraud detection, risk management, customer service, 

and more. The research will conclude that AI is transforming the banking industry by reducing costs, improving 

efficiency, and enhancing customer experience.  

This paper concludes by highlighting the need for continued investment in AI research and development in the 

banking industry. Banks must continue to embrace AI technologies to remain competitive and meet the evolving 

needs of their customers. 

Keywords: artificial intelligence, banking sector, natural language processing, machine learning, risk 

management, customer experience, fraud detection. 

 

 INTRODUCTION 

With the introduction of artificial intelligence (AI) technology, the banking industry has undergone a fundamental 

change. AI can completely change how banks operate, communicate with customers, and manage risks as it 

continues to develop quickly. Traditional banking procedures are being transformed by AI, opening up previously 

http://www.ijsrem.com/


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

            Volume: 07 Issue: 05 | May - 2023                         SJIF 2023: 8.176                                       ISSN: 2582-3930                 

 

© 2023, IJSREM      | www.ijsrem.com                          DOI: 10.55041/IJSREM21261                                    |        Page 2 

unheard-of prospects for efficiency and innovation in areas ranging from fraud detection and customer service to 

credit scoring and risk management. 

This study examines how AI is changing the financial services industry and how it relates to the banking industry. 

The paper will look at some of the important areas where AI has a big influence on the banking sector and discuss 

its advantages and disadvantages. 

The report will provide a detailed analysis of numerous use cases of AI in banking, including how it is enhancing 

compliance and risk management, fraud detection and prevention, risk assessment and management of credit risk, 

offering individualized financial advice, automating processes, and customer service through chatbots and virtual 

assistants... 

This study report intends to offer insights into the present and future state of AI in the banking sector through an 

extensive review of pertinent literature, case studies, and industry reports. Additionally, it will emphasize the 

possible advantages, hazards, and ethical issues related to the adoption of AI in banking and offer advice for 

banks and policymakers on how to best use AI to spur innovation and competition in the sector. 

In summary, this study paper will present a comprehensive review of AI's impact on the banking industry, 

illuminating how AI is changing conventional banking procedures, opening up new avenues for expansion, and 

influencing the direction of financial services. For banks, politicians, researchers, and industry stakeholders 

interested in comprehending AI's influence on the banking sector and managing the opportunities and difficulties 

it brings, the report's conclusions will be helpful. 

 

Objectives of Study 

The objectives of this research report on the role of artificial intelligence in the banking sector are: 

• To give a general overview of the banking industry and emphasize technology’s role in determining how 

it operates and engages with its clients. 

• To investigate how artificial intelligence is developing in the banking business and comprehend how it can 

revolutionize many facets of the sector. 

• Will examine how chatbots, virtual assistants, and personalized suggestions powered by AI are increasing 

customer service in banking, resulting in higher customer satisfaction and faster response times. 

• To investigate how artificial intelligence is altering financial fraud detection and prevention in banking 

through proactive fraud activity detection, real-time data analysis, and protection of banks and clients. 
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Review of the Literature 

AI applications in banking: A review of the literature (Jiang et al., 2020): An overview of the various AI 

applications in the banking sector, including chatbots, fraud detection, risk assessment, and credit scoring, is 

given in this paper. The article outlines the advantages of applying AI to the banking industry, including increased 

speed, efficiency, and cost reductions. The authors contend that banks using AI can improve both their customer 

experience and competitive edge. 

The impact of Artificial Intelligence on the banking sector (Alavi and Hafezi, 2020): 

This essay explores the effects of AI on the banking business and thoroughly examines the many AI solutions 

employed by the sector. According to the authors, AI has a lot of potential to boost risk management, save 

operational costs, and improve customer service. The study also covers the problems of implementing AI in 

banking, such as data privacy and security issues. 

 

Artificial Intelligence in Banking: A Comprehensive Literature Review (Li et al., 2019): 

An in-depth analysis of the literature on AI applications in the banking industry, including chatbots, customer 

support, fraud detection, and risk management, is provided in this article. The authors discuss how implementing 

AI in banking could increase productivity, better customer service, and lower costs. The problems of 

implementing AI in banking, such as data protection and ethical issues, are also covered in the article. 

 

Applications of Artificial Intelligence in the Banking Sector: A Systematic Literature Review (Islam et al., 

2020): A thorough literature review of AI applications in the banking industry is presented in this research. The 

writers look at the various applications of AI in the market, such as robots, machine learning, and natural language 

processing. The study focuses on the potential advantages of AI in banking, including enhanced client experience, 

fraud detection, and risk management. The authors also cover the difficulties of implementing AI in banking, 

including data privacy and security issues. 

 

Adrian Lee (Jan 23, 2017) Banking on Artificial intelligence:- This paper aimed to identify the most prevalent 

AI applications in the banking sector. Risk management, real-time fraud detection, and AI-driven customer 

service are the three areas where people interested in industry disruption would be most interested. 
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Research Methodology 

Research Design and Approach: 

This research report on the role of AI in the banking sector is based on secondary data analysis. The research 

design is exploratory and descriptive, aimed at identifying and analyzing the current state of AI implementation 

in the banking sector. The approach is qualitative, as the research focuses on the analysis of existing literature, 

reports, and articles related to AI in the banking  

Data Sources and Collection Methods: 

The data sources for this research report are mainly secondary, including academic papers, reports, articles, and 

online sources related to AI in the banking sector. The data collection method involves a comprehensive literature 

review of these sources. The literature review includes academic and industry sources to ensure a comprehensive 

topic analysis. 

Academic publications, industry reports, white papers, and news items served as the research's data sources. 

These resources were gathered using online search engines and databases including Google Scholar, JSTOR, and 

ProQuest. To find trends, patterns, and insights relating to the use of AI in banking, the data gathered from various 

sources was examined. 

Secondary sources, such as scholarly publications, research papers, reports, and online resources, were employed 

to gather the data for this study. The data sources were chosen based on their applicability, reliability, and 

recentness. A systematic examination of the literature was conducted as part of the data-gathering process, and 

relevant papers were found utilizing a variety of search engines and databases. 

Data Analysis Techniques: 

The data analysis for this research report is primarily qualitative. The literature review involves analyzing and 

synthesizing information from various sources to identify trends, patterns, and themes related to AI in the banking 

sector. The analysis is based on a thematic approach, where the data is organized and analyzed according to key 

themes related to the role of AI in customer service, fraud detection and prevention, risk management, and 

investment analysis. 

Limitations and Assumptions: 

The primary limitation of this research report is that it relies solely on secondary data sources. The data may be 

biased or incomplete, and there may be gaps in the available information. Another limitation is that the research 
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does not involve primary data collection, which may limit the depth and scope of the analysis. Furthermore, the 

research assumes that the secondary data sources used are accurate and reliable. Finally, the analysis may be 

limited by the scope and focus of the research, which may overlook some important aspects of the role of AI in 

the banking sector. 

There are many restrictions and presumptions in this research report. First off, because they were gathered from 

numerous sources using varying approaches and perspectives, the secondary data sources employed in this study 

may have biases and limits. Second, the study assumes that the information gathered from the sources is accurate 

and trustworthy 

Data Analysis and Interpretation 

 Table no.1 
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Interpretation 

As we can see in the above chart and table, here wallet in the banking sector is continuously increasing with the 

help of AI technology from the amount Rs 242.12 in the year 2013 to Rs 18775 in the year 2022. So basically it 

has increased by Rs 18532.88. , e-wallet users get to know more about their transactions. Gone are the days when 

things were limited to automation in the e-wallet industry. At present, the e-wallet industry is moving toward 

hyper-automation. When banking customers do not have to visit the bank for every little thing, they will 

automatically prefer e-wallet services. The e-wallet industry is set to reach the next level with AI, ML, and related 

automation technologies. 

 

Tabel No 2 
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Interpretation 

As we can see in the above chart and table, here mobile banking in the banking sector is continuously 

increasing with the help of AI technology from the amount Rs1,868 in the year 2013 to Rs 17,75,109  in the year 

2022. So basically it has increased by Rs17,73,24. Modern-day consumers have transitioned to mobile banking 

with great ease. They are aware of the myriad benefits they can enjoy with mobile banking like how convenient 

it is, how safe it is, and the ease of access it brings to the users. One of the reasons mobile banking apps gained 

such popularity quickly was because they brought all the services to their fingertips. In this world of instant 

gratification, mobile apps give customers the satisfaction that they seek, thus making them loyal to the bank or 

financial institution. 
 
Tabel No 3 
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Interpretation 

As we can see in the above chart and table, here Immediate Payment System in the banking sector is 

continuously increasing with the help of AI technology from the amount Rs798 in the year 2013 to Rs 2,96,675  

in the year 2022. So basically it has increased by Rs2,95,877. AI can be used to improve the speed and efficiency 

of the payment process, by reducing the extent to which humans need to be involved. For example, today the 

process of paying a simple invoice can involve significant human intervention both for the corporates and their 

bank, but AI can facilitate straight-through processing of payments, by automating workflows, providing decision 

support, and applying image recognition to documents. Also, developments in speech recognition technology 

mean that banks can increasingly process payments initiated via voice, where the initiator has used a smartphone 

or smart speaker. 

 

Tabel No 4 
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Interpretation 

As we can see in the above chart and table, here Credit Card banking in the banking sector is continuously 

increasing with the help of AI technology from the amount Rs12,973 in the year 2013 to Rs 1,13,112 in the year 

2022. So basically it has increased by Rs1,00,139. Developing an effective credit card scoring model is necessary 

due to the rise in the number of consumers using credit cards. Maintaining behavioral scoring based on the data 

gathered from the customers’ transaction history by the banks/fintech companies/credit card companies is 

important. Companies such as Cardlytics, an AI vendor, have designed a card-linked marketing software that 

helps companies analyze purchase behavior and help match with the deals on which they would likely spend their 

money. 

 

 

Tabel No 5 

 

 

 

 
 

 

Graph 5 

 

0

1000000

2000000

3000000

4000000

5000000

6000000

7000000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Forex Clearing

http://www.ijsrem.com/


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

            Volume: 07 Issue: 05 | May - 2023                         SJIF 2023: 8.176                                       ISSN: 2582-3930                 

 

© 2023, IJSREM      | www.ijsrem.com                          DOI: 10.55041/IJSREM21261                                    |        Page 10 

 

Interpretation 

As we can see in the above chart and table, here Forex Clearing banking in the banking sector is 

continuously increasing with the help of  AI technology from the amount of Rs2370496 in the year 2013 to Rs 

6447434  in the year 2022. So basically it has increased by Rs40,76,938. Although there are many potential use 

cases for AI within transaction banking, customer service is the area where it is probably applied most today. 

Chatbots (computer programs that are designed to conduct conversations with humans using voice or text) are 

already able to respond to simple queries from clients and carry out basic tasks, such as creating or canceling a 

standing order or Direct Debit, or giving more information on a payment that the client doesn’t recognize. Some 

financial organizations use chatbots to carry out FX trades. 

 

Conclusion 

In conclusion, banks are experimenting with and utilizing artificial intelligence, which is growing in 

popularity, to alter how customers are supported. Artificial intelligence, therefore, has a promising future in the 

financial industry. Clients may now perform transactions anytime, anyplace, and without having to stand in huge 

lines at the bank thanks to the advent of AI. The purpose of artificial intelligence is to provide individualized, 

high-quality customer satisfaction together with effective, time-saving services. AI is steadily spreading 

throughout the banking sector to support financial services. People are more inclined to use digital means to 

manage their bank accounts and conduct transactions during times of social isolation and confinement. Given 

these benefits, it is almost a given that most banks and financial institutions would use AI to stay competitive and 

provide better customer service. However, a machine learning algorithm also has some drawbacks. The decision-

making abilities may soon lead to issues as it learns and develops more. Additionally, as the manual workforce 

is becoming scarcer, AI plays a crucial role in ensuring that banks can successfully serve their customers. We 

hope our post clarifies the inescapable. As a result, the adoption of machine learning attracts more customers and 

helps banks develop. 
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