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ABSTRACT

Artificial intelligence (Al) is becoming more deeply embedded in financial institu-
tions, and it has the potential to impact their performance on a global scale. The
study explores the evolution of Al and its transformative impact on reshaping the
global financial landscape, which is driven by innovation and accessibility. The Al
comprises several technologies which allow financial institutions to transition from
conventional, manual processes to automated, data-driven operation approaches.
The role of Al in financial systems extends beyond automation, making a paradigm
shift in how financial products and services are delivered. Machine learning (ML)
analysis large transaction data to determine trends, predict market movements, and
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improve financial decision-making. NPL-powered chatbots and virtual assistants
have revolutionized customer service, offering seamless interactions and real-time
support. The study recommended that regulator bodies and financial institutions
should ensure the ethical deployment of Al and enhance consumer literacy.

INTRODUCTION

Artificial Intelligence (AI) has been considered the most transformative tech-
nology, changing industries and restructuring businesses' operations. Hence, Al
refers to the simulation of human intellect using machines that are programmed to
learn and adapt. Major Al technologies, such as machine learning (ML) and natural
language processing (NLP), facilitate unprecedented data analysis, automation, and
decision-making progress. This has led to exponential data growth in the global
economy, advancements in computing power, and the development of sophisti-
cated algorithms. Brynjolfsson and McAfee (2017) contend that Al is not just a
technological innovation but a general-purpose technology that has the potential to
revolutionize entire industries, including finance.

Previously, the financial sector was featured by manual processes and complex
process systems. However, the sectors have embraced Al to improve operational ef-
ficiency, reduce costs, and drive innovation. Financial systems in banking, insurance,
investment, and payment systems, which are the pillars of the global economy, face
significant challenges, including inefficiencies, lack of transparency, and limited
accessibility (Musa et al., 2025). For instance, it was reported that nearly 1.4 billion
adults worldwide remain unbanked (World Bank's Global Findex Database, 2021).
These gaps have created a pressing need for innovation, and Al has emerged as an
enabler of this transformation. Leveraging Al in financial institutions may offer
personalized services, detect fraudulent activities in real time, and make effective
data-driven decisions that were previously unimaginable.

The inclusion of Al into financial systems is beyond automation, as it represents
a transition in how financial services are delivered and consumed. For example,
machine learning algorithms are being employed to analyze large amounts of
transactional data to identify patterns and predict market trends, while natural
language processing enables chatbots and virtual assistants to aid organizations in
providing customer support. Arner et al. (2015) argued that the convergence of Al
and financial technology (FinTech) has given birth to a new era of financial inno-
vation featuring greater accessibility, efficiency, and inclusiveness. However, this
transformation, coupled with several challenges such as data privacy, algorithmic
bias, and regulatory compliance, is required to be addressed for the effectiveness
of Al operations in finance.
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