AI and cloud technology transform financial services compliance
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In today's rapidly evolving business landscape, artificial intelligence (AI) is increasingly reshaping operations across various industries, particularly within financial services. As firms adapt to complex regulatory demands and operational challenges, the application of AI and cloud technology has transitioned from a peripheral concept to a crucial component in achieving strategic advantages.
Ed Probst, Senior Vice President of Regulatory Technology at Nasdaq, emphasised the transformative potential of these technologies. “The financial services industry is operating in an incredibly complex and dynamic environment, having to respond to ever more sophisticated regulatory requirements, financial crime, and operational challenges,” he noted. “Technologies like AI and cloud have the power to enhance strategic insights and dramatically improve efficiency but require a workforce able to understand, develop, and deploy the capability.” This sentiment highlights the necessity for companies to bolster their teams with data scientists and specialists in response to the demands of regulatory compliance.
Recent findings indicate that 35% of firms project AI technologies will drive significant changes in compliance processes over the next year, a substantial rise from just 9% last year and 0% the year before. This shift illustrates a movement from basic workflow tools to more advanced, data-driven approaches. Investment in areas such as improving data quality, integrating diverse data sources, and developing surveillance tools is anticipated to increase in the coming 12 to 24 months. Advanced data processing is expected to alleviate challenges such as false positives, which currently plague compliance teams; almost 90% of teams recognise the reduction of these alerts as particularly arduous.
Investment across the compliance and regulatory sector is also shifting, with a notable increase in hiring data scientists and additional support staff, reflecting the growing importance of data management and advanced technology in compliance systems. The December 2023 survey conducted by Treasury Today suggested that compliance teams are increasingly acknowledged as vital contributors to risk management and corporate governance, with respondents affirming that they maintain a decisive role in business decisions.
Alongside these trends in compliance, the integration of AI-generated data within financial decision-making processes has gained significant traction. Research from Taulia, part of the SAP Group, revealed that over half of global financial leaders (57%) are employing AI-derived insights for pivotal decisions, surpassing the reliance on internal or external data points. This trend underscores a shift in operational strategies where AI-generated data becomes not just an asset but a foundational element of decision-making. 
Furthermore, 85% of finance leaders expect AI's influence in decision-making processes to escalate within the next year. By leveraging AI, financial functions report enhanced efficiency and improved processes, with key areas of implementation identified as inventory and supply chain management (48%) and overall process automation (46%). The findings also indicated a direct correlation between company size and the use of AI, with larger organisations showing a greater propensity to integrate these insights into their operations.
Cedric Bru, CEO of Taulia, commented on this transformation, stating, “Our findings highlight a significant shift in the way that successful finance functions run, with AI no longer an emerging technology, but a core component of strategic decision making.” As companies continue to recognise the valuable role AI plays, nearly half of finance functions are planning to onboard dedicated AI experts to bolster their capabilities.
In summary, the integration of AI and cloud technology across the financial sector is on the rise, particularly in the realms of compliance, risk management, and strategic decision-making. As organisations prioritise enhancing their data quality and workforce capabilities to effectively harness these advancements, they are positioned to navigate the challenges of an increasingly complex regulatory landscape while maintaining a competitive edge.
Source: Noah Wire Services
Bibliography
1. https://www.deloitte.com/ng/en/services/risk-advisory/services/how-artificial-intelligence-is-transforming-the-financial-services-industry.html - Corroborates the transformative potential of AI in the financial services industry, including its impact on traditional financial institutions and the introduction of new operating models.
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/special/html/ecb.fsrart202405_02~58c3ce5246.en.html - Discusses the benefits and risks of AI in the financial system, including enhanced efficiency, potential risks to financial stability, and the need for regulatory adjustments.
https://www.oliverwyman.com/our-expertise/insights/2023/nov/impact-of-artificial-intelligence-in-financial-services.html - Highlights the growing impact of AI in financial services, including innovative propositions, enhanced user experiences, and increased automation to reduce costs and bridge skills gaps.
https://www.imf.org/en/News/Articles/2024/09/06/sp090624-artificial-intelligence-and-its-impact-on-financial-markets-and-financial-stability - Details the impact of AI on financial markets and stability, including productivity enhancements, cost savings, and improved regulatory compliance, as well as potential risks.
https://www2.deloitte.com/cn/en/pages/financial-services/articles/ai-in-banking.html - Explains how AI is transforming banking and capital markets, offering vast operational capacity, and highlighting the shift from AI as a tool to a determinant of strategy.
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/special/html/ecb.fsrart202405_02~58c3ce5246.en.html - Supports the increasing investment in AI for compliance and regulatory processes, including data quality improvement and surveillance tools.
https://www.oliverwyman.com/our-expertise/insights/2023/nov/impact-of-artificial-intelligence-in-financial-services.html - Corroborates the growing importance of data management and advanced technology in compliance systems, with a notable increase in hiring data scientists and support staff.
https://www.imf.org/en/News/Articles/2024/09/06/sp090624-artificial-intelligence-and-its-impact-on-financial-markets-and-financial-stability - Highlights the integration of AI-generated data in financial decision-making processes, enhancing efficiency and improving processes such as inventory and supply chain management.
https://www.deloitte.com/ng/en/services/risk-advisory/services/how-artificial-intelligence-is-transforming-the-financial-services-industry.html - Supports the trend of larger organisations showing a greater propensity to integrate AI insights into their operations, reflecting a shift in operational strategies.
https://www2.deloitte.com/cn/en/pages/financial-services/articles/ai-in-banking.html - Corroborates the necessity for companies to bolster their teams with data scientists and specialists to effectively harness AI advancements in compliance and decision-making.
https://treasurytoday.com/insight-and-analysis/press-release-nasdaq-study-shows-firms-turning-to-ai-and-data-scientists-to-enhance-regulatory-compliance/ - Please view link - unable to able to access data
https://news.google.com/rss/articles/CBMivAFBVV95cUxOMlI0Wm95U1R5QTJtdlZQOVlXMEVGcldrRWh2c1hZRHpUeW1ib1ZRSzlZOXFHeGd0eTBJeEhRZ0dGWjFYaVhlYVVZc3ZKTEFpREhzRzA4djhFZmpyM0dyVTRVTWRWeVR1b1hMSWRTQTJwQm41cTQ2SWxXelFTb2lPY3ltMXhERUZJX3ZSTUFkeGxZRGZhcUZ6ZUI5Q0hJLTNocFNhR0IwNl9ka1pRT2hHWlVHWU5lYXNGcGd5cA?oc=5&hl=en-US&gl=US&ceid=US:en - Please view link - unable to able to access data
image1.jpg




