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Outline

 What is artificial intelligence?
 How is it being used in finance?

* Are there financial stability implications?



What is Artificial Intelligence?



It’s not the
bad guy
from the

Terminator
movies!



Subtype 1

Subtype 3

It’s more
like this:




Definitions
Big Data
Storage and analysis of large and/or

complicated datasets

"Why Gramma, what big data you have!”



Definitions

Artificial intelligence
Theory and development of computer
systems able to perform tasks that
have traditionally required human

intelligence.



Definitions

Machine Learning
A method of designing algorithms that
automatically optimize through

experience and with limited or no

human intervention.



Definitions

Machine
Learning




How is it being used in finance?



Uses of Al

Consumer facing applications

Chatbots and
virtual

- ricin
assistants {* Pt e
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Insurance

Credit scoring
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Uses of Al

Operations focused uses

. Market

Capital mBlct

optimization AnBlsis
Model risk ciite
management eiing

and validation
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Uses of Al

Trading and Portfolio Management

Identification News and
i research
of price .
i analysis
signals
Trade

execution
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Monitoring
behavior

Uses of Al

Compliance

KYC/AML

Data quality
assurance

14



What

Uses of Al

we Say fo dogs
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Uses of Al

What we hear traders saying

Can you buy me a
birthday present?

Whal we Say fo dogs
/ querf I-EDE hag";f_ff
Sou sty it he LG,
Hrﬁfr.ffa-"@‘ Ginger - / rd
of the garbage, or €2

f

What Al hears traders saying

Will you help
me manipulate
LIBOR today?
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Uses of Al

Compliance
monitoring

Supervision

"JDU CANrr JUJT DO I:._"

FORECLOSURES WITH [ g THAT'S How wE o0 Yl

A RUBBER STAMF ON Sl THE MORTGAGES IN
A CONVEYOR BELT.

M THE F/RST PLACE. B

Fraud
detection

Systemic risk
identification
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Financial Stability Implications of Al?



Financial Stability Benefits

Easier regulatory Improved risk
compliance management
Greater Better fraud
efficiency detection
Improved Improved
SyStemiC riSk Supervisory

monitoring effectiveness
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Financial Stability Risks

Interpretability
Issues

Increased

{
de

nird party
nendencies

Input — R:¥\8.4Q: D@ — Output

Data privacy and

governance
issues

Human resource

deficiencies



Final Thoughts

Al is not a product it is a foundation
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