The
Alan Turing
Institute

Al in Financial Services

Applications, benefits & risks, and
governance considerations

Dr Florian Ostmann

Head of Al Governance and Regulatory Innovation



Introduction

Research commissioned by the UK’s

Financial Conduct Authority to inform regulatory
thinking

1 Introduction to Al in the context of financial services
2 General challenges and principles for responsible Al adoption
3 Potential benefits and harms in financial services

4 Al transparency and its importance for responsible innovation
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Application landscape

Banking Insurance Asset management

Prominent use cases




Elements of innovation

Al systems

Machine learning Non-traditional data Automation

\
Three elements of innovation
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Potential benefits and harms in FS

Harms
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General challenges and guiding principles

Background
considerations

Specific areas
of concern

Principles

Understanding Novel characteristics Structural changes to Scale of impacts
and managing of models technology supply associated with Al
data quality chains systems
System System Competent use & Providing Responsi- Social &
performance compliance human oversight explanations veness economic impact
Fairness Sustainability Safety Accountability Transparency
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The role of Al transparency

Need to

ensure & demonstrate

trustworthiness and responsible use

Accessibility of information about Al systems

To Whom? What information? Why?



The role of Al transparency

What? — Two types of information

internal
To whom? : stakeholders
Accessibility of S_yStem |.OgIC . PI’OCGS.S
information to information external information

stakeholders

Why? — Joint relevance for addressing concerns

System System Competent use & Providing Responsi- Social & economic
performance compliance human oversight explanations veness impact
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