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ABSTRACT

In momentsdigital period, technology plays
ORIGINAL ARTICLE animportant part in helping businessesto achieve
their things of furnishing good services to their
customers.Al is the changing the global markets
rapidly. Al technology has been explored across
multitudinous diligence and the banking sector.
Recent timesin India, Al has used in banking has
increased. Artificial Intelligenceisdescribed asthe
capability of a device to perform cognitive
functionswe companion with moral minds, similar
as perceiving, logic, getting to know, interacting
with the surroundings, hassle solving, or indeed
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INTRODUCTION

Banksandfiscd inditutionsin Indiaaresarving their client through multiple platforms. Prefaceof Internet
Banking and Mobile banking platforms paved away for digital dealsin gaining significant traction and the
result is “footfall in branches” passing gradational downfall. Now, client expects flawless experience across all
platformsand largely individualised services arethe need of the hour. But interacting and understanding the
unique conditionsof theseguestslocated in colourful geographical loca shave comeamgor challengefor dl
theBanksinIndia

Artificid Intdligence& Andyticshavedominated dl the new technol ogies/ inventionsintheoncemany
times. They together answered numerous of the problems that Banks face in moment’s digital world. They can
pull out good information snappily and fluently from Bank’s database and convert it into meaningful benefits
for themselvesand their guests.

They help banksin following aspects:

Understanding, segmenting and profiling of customers.
Targeting, acquiring and retaining of customers.
Spending pattern of customers.

Product sallingand crossselling.

Maintaining and growing aprofitable customer base.
Regulatory compliance Management.

Risk management.

Security and Financid crimemanagement.

Becoming more operationdly efficient and much more.

© O N O ODNPRE

These technol ogies extract actionableinsights and quantifiable predictionswhich hel pthe Banksto
understand customer behaviour in account opening/closing, default, fraud, and customer departure. With a
capacity to garner agood number of benefits, thesetechnol ogiesarethefuture of financid ingtitutions. Almost
al Banks have been adopting these technol ogiesin every processof Banking.

Artificial Intelligence

Artificia intelligence has become adefining devel opment of themodern era. Itsgrowing influence
suggeststhat it may surpassmany past innovationsinterm of long-termimpact. Unlikeearlier technologies
that served asingle purpose, Al isreshaping multiple aspectsof daily lifeat once. Itisaready transforming
healthcare practi ces, modern trangportation systems, digital assistantsused in homes, and theway financia
operate, anditsrole continuesto expand rapidly.

Objective
1. Tostudy and anaysetheroleof Al in banking andimpact onitsoperations and performance.

2. Toidentify thechalengesassociated with Al adoptionin banking.
3. Toanaysetheoutlook of Al, itssustainability and adoptionin banking industry.

Research Methodology

Dataisgathered for the study from secondary sources such asbooks, articles, research papers, websites,
business reports, and so on. For needed theoretical understanding on the subject, books have also been
recommended. This paper based on secondary data.
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Literature Review

Ankur Aggarwal, 2022 Explainedthat al the banking function offeringshad been revolving acrossthe
salaried person .it emergeasamajor part of life. Present |ook primarily depends on the scope of synthetic
intelligencein client revel inand robot technique automation in banking zonein India. Theclient revelstheir
problem solved by Al with collaborate and corel ated to banks.

Hickam Sadok, 2022 Thisarticleexplorestheeffectsof Artificid Intelligencesuse on banksand other
financial organisations’ credit score assessment processes. These restrictions serve as the foundation for a
new age of economic law that introducesthe certification of Al agorithmsand bank-used data.

ChandrimaBhattacharya, 2022 Through this paper we understood that literature eval uation and
theoretica studiesiscompleted for diverse worldwideand the bankswith admireto the combination of Al to
enhanceclient interactionsand inner banking processes. Chatbot use-instances on banking systemsareranked
primarily based totally on client experience. Practica/Theoretical implications. Based at the entireimage of
Artificid Intelligenceintegration with banking functions, banks should recognition at the maximum famous
use-instancesto draw customers. The correlation among Chatbot use-instances can dso additionaly gain the
ingtdled Indian banksto similarly amplify business.

Omar H. Fares, 2022 The findings show how three important study areas—Strategy, Process, and
Customer arecovered by theliteratureon Al and banking. A systematic consumer credit solution application
blueprint (Service Blueprint) that detail sthe customer journey, front stage, backstage, and support procedure
inbankswasalso stated by himin hisstudy paper.

Saloni Tripathi, 2022 Pointsout the transformative of Al platformsin the banking sector and how it
becomesasignificant disruptor. Banks arefacing challengesfrom current technol ogy that usesintelligent
agorithmsto replacehuman labour. Companiesmust integrateAl into their business strategies and practises
to stay competitive.

Neer a) Gupta, 2020 Asthey discussed here, variousfinancid indtitution-specific factors, suchassize,
capitalizationratio, risk, price-to-earningsratio, investment price, salesdiversification, [abour productivity,
and age, areanaysed and their effectsonfinancia ingtitution performance arediscussed. Thefindingsof the
examination a so show that the key factors of the performance of commercia banksinIndiaarefinancia
institution size, non-appearing mortgage percentage, and sal esdiversification. Additionaly, the effectsshow
that theimpact of financid inditution size, financid inditution age, workforce productivity, and sdesdiversfication
ontheoveral performanceof the Indian banksissignificant during the catastrophe length.

Report, 2020 Saysthat Al has power to disrupt the manner weinteract with every other, function our
busi nesses, or even how governments paintingsfor hisor her citizens. Although the adoption of Al varies
substantialy throughout geographies, therearewal l et of industrieseven inthe evol ved nationswhich might be
moreand moreadoptingAl to higher carrier their clientsand producein efficiencies of scale. Theauthorities
have said that for banks to fulfil India‘s developing needs, they should harness technology along with Al and
hugedata. Whether to enhancetypica client experience, take extraknowledgeabl e selectionson credit score
underwriting, comeacrossfraudsand defaults early, enhance coll ections or boom worker efficiency.

M ehrotra, 2019 Inthis, hediscussesthe possibility of banking and financid servicesindustry cab be
replaced by Al, unwittingly bringing about the same of theindividuaised attention and persond touch that are
the cornerstones of customer satisfaction and delight inindustrieslike banking and financia services, which
arerenowned for their fiduciary and respons ble nature. Additionally, he stated that humanintervention cannot
befully replaced by Al becauseit cannot handle complex personalised requests, comprehend sentiments,
establishtrust, or emotionally connect with acustomer in order to capture hisinterest and earn hisbrand

loydty.
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Sindhu J, 2019 In this study;, artificial intelligence (Al) adoption in five Indian commercial banks—
SBI, ICICI,Axis, HDFC, and HSBC isdiscussed with referenceto cost-benefit analyss. Thedatais gathered
from secondary sourcesbased on literature to determine theinformation utilised in the banking business.
Searchfor Al technology servicesofferedin India

Asdiscussed in Board, 2017 the loss of interpretability or “auditability” of Al and gadget getting to
know techniques may want to cometo beamacro-stage danger. S milarly, asignificant useof opaquefashions
can a so additionally bring about unintentiona consequences. Aswith any new product or service, thereare
vital problemsround suitable danger control and oversight. It might be vital to evaluate makes utilise of
Artificid Intelligenceand gadget gettingtoknow inview inther dangers, which includeadherenceto gpplicable
protocolsoninformation privacy, behaviour dangers, and cybersecurity. Adequate checkingout and “training’
of equipment with impartial information and remarks mechanismsisvita to make sure programsdo what
they’re supposed to do. Overall, Al and gadget getting to know programs display full-size promise if their
unique dangersarewel | managed. The concluding phase offersinitia mind on governance and improvement
of fashions, in addition to auditability through establishmentsand supervisors.

Al inbanking revol utionizes operationsthrough fraud detection, persondized customer service (chatbots/
virtual assistants), faster [oan processing, risk management, and regul atory compliance, using technologies
likeMachine S S Learning Processing to analyse big data, automatetasks, predict trends, and offer tailored
financid advice, boosting efficiency and security.

Role of Al in Banking

Fraud Detection & Security
Al andysestransaction paternsin real-timeto flag suspicious activities, detect money laundering, and
prevent cyber threatsfaster than humans.

» Customer Service: chatbotswhichispowered by Al give 24/7 services, handleroutine queries, and
offer personali zed banking experiences.

» Credit and L oan Management: Al automates credit scoring, speeds up mortgage approvals, and
assessesrisk moreaccurately by analysing vast applicant data.

»  Personalization and M ar keting: Al understandscustomer behavior to offer tallored financid products,
investment advice, and proactive recommendations.

» Risk Management: Predictive analytics hel p banks simul ate scenarios, manage market risks, and
comply with complex regulations.

» Operational Efficiency: Robotic ProcessAutomation (RPA) and Al streamline back-officetasks,
from document processing to report generation, reducing costs.

> Investment and Trading: Al analysesmarket trends, managesinvestment portfolios, and powers
robot-advisorsfor automated weal th management. It hel ps banks forecast market trends, manage
liquidity, and comply with regulatory requirements. Thisstrengthensthe overdl stability and performance
of thebanking system. In conclusion, Artificia Intelligence hasbecomeapowerful tool for thebanking
sector by enhancing customer experience, strengthening security, improving efficiency, and supporting
informed decision-making. With responsibleand ethical implementation, Al can help banksachieve
sustai nablegrowth and competitive advantageinthedigita era.

Risk of Al in Banking
Artificial Intelligence has changed the way bankswork by making servicesfaster and more efficient.
However, depending too much onAl also brings severd risksthat cannot beignored:

» Lossof Personal Judgement: Onemagjor risk istheloss of personal judgement. Banking decisions
often require understanding a customer’s situation, which Al systems cannot fully do. When machines
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decidewho getsaloan or credit, genuine cases may be re ected ssimply becausethey do not fitintoa
fixed datapattern.

» DataSecurity: Another seriousconcernisdatasecurity. Al systems uselarge amounts of personal
andfinancid data. If thisdataishacked or misused, customerscan suffer financia loss, and bankscan
losepublictrust. Evenasmall security failure can havelong-term consequences.

» Unfair Decisions: Al can adsomakeunfair decisions. SinceAl learnsfrom past data, it may repeat
old mistakesor biases present inthe system. Thiscan affect |oan approvass, interest rates, and customer
profiling, leadingtoinequdity and dissatisfaction.

» Lack of Transparency: Thereisalso alack of transparency inAl decisions. Many customersand
even bank employeesdo not understand how Al reaches aparticular conclusion. When banks cannot
clearly explaindecisons, it creates confusion, frustration, and mistrust.

» Job Insecurity: Jobinsecurity isanother risk. Automation through Al reducesthe need for human
workersin routine banking operations. Thiscan lead to job lossesand increased pressure on employees
to continuoudy upgradetheir skills.

» Poor Data Quality: Over-reliance onAl isalso risky. Technology canfail dueto errors, poor data
quality, or system breakdowns. In such situations, absence of human control may worsen the problem
instead of solvingit.

»  Emotional Under ganding: Al lacksemotiond understanding. Banking customersoften face stressful
financid Stuationswhere empathy and humaninteraction areimportant. Machinescannot replacethe
comfort and assurance provided by ahuman banker.

CONCLUSION

Al isset to accel erate growth across the banking sector. Digital platforms are enabling banksto adopt
new sal esstrategies, improve efficiency, focuson datautili zation, and offer personalized rel ationshi p-based
customer interactionson alargescale. Al iscrucia infacilitating customi zed customer responses, providing
safer and morereliable product and service recommendations, and gai ning trust through expanded concierge
servicesaccessibleto customersat crucia moments. Furthermore, banks must develop distinct, permission-
based digital customer profiles. The challengeisthat the necessary data often existsinisolated silos. By
dismantling thesesilos, integrating Al, and combining it with human interaction seaml esdy, banks can shape
experiences that meet their customers’ individual needs while efficiently scaling to growth.
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