How AI is transforming personal finance management
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In recent advancements at the intersection of personal finance and technology, individuals are increasingly finding innovative ways to leverage artificial intelligence for budgeting and financial management. Sahan de Silva, an everyday user of the budgeting app PocketSmith, exemplifies this trend. Dissatisfied with merely tracking his monthly cash flow, de Silva sought a real-time solution to manage immediate spending decisions, such as curbing his frequent visits to cafes.
Traditional budget checks via PocketSmith proved cumbersome for de Silva, requiring multiple steps just to access his budget page on the go. In response, he creatively employed ChatGPT, an AI chatbot developed by OpenAI, integrating it with PocketSmith through the app’s application programming interface (API). This integration allowed real-time interaction, enabling de Silva to ask specific questions about his financial standing, such as whether he could afford an impromptu lunch or a new pair of sneakers, with the AI analysing his budget categories and providing informed responses.
While AI-driven applications like ChatGPT continue to amaze with their capabilities across various tasks—ranging from drafting emails to planning meals and more—there is an evident push towards specialised tools that cater to personal financial management. This shift is partly driven by the need for nuanced solutions that can provide users with actionable insights on a personalised level, often compared to having a personal financial advisor or "CFO."
Budgeting apps such as Cleo and Tendi are leading the charge in this domain, each with unique features that enhance user engagement and tailor financial advice. Cleo personalises interactions by adopting a conversational tone, akin to chatting with a friend. This approach can offer users an approachable avenue to confront financial challenges without judgment, according to Roxanne Nejad, Cleo's brand strategy director. Meanwhile, Tendi uses machine learning to assign financial personas, like "Frugal Parent" or "Busy Professional," whereby it offers tailored budget suggestions and challenges based on observed spending patterns, explained by John Kalanakis, Tendi's founder.
Furthermore, these apps acknowledge individual priorities, with Tendi exploring integrations with social media to better understand user passions and correlate them with financial recommendations. This innovative approach aims to accommodate lifestyle preferences while encouraging financial discipline.
Despite the promising advancements, experts warn that AI tools are not foolproof. Users must remain vigilant of AI's limitations, as noted by Val Agostino from Monarch Money, who discovered inconsistencies in AI's numerical accuracy. AI’s propensity to "hallucinate," or generate inaccurate responses, stresses the need for users to critically assess AI advice and corroborate it with other reliable financial resources.
While these tools have immense potential to educate and aid in financial management, users must balance the convenience of AI with critical evaluation. As AI's role in personal finance grows, so too does the potential to transform individual financial literacy and decision-making efficiency, provided these tools are used judiciously.
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