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Information technology is transformative since information processing is

at the core of finance

--------------------------------------------------------------------------------------------

Computing

Connectivity

Source: Feyen, Natarajan, and Saal (2023)
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Market outcomes
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Ongoing leaps in Al ﬁotency now make it suitable for tasks that
previously required numan intelligence

MORE DATA + MORE COM@ + BETTER MODELS
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Conceptual framework

i

Who uses Al?

Private sector: Banks,
insurers, asset managers,
payment providers

Public sector: Central
banks, regulators, resolution
authorities, ministries

Consumers: Borrowers,
depositors, investors

‘G,

What kind of Al?

Traditional Al: Credit
scoring, fraud detection,
forecasting

Generative Al: LLMs for
code, research,
documentation, customer
interaction

Agentic Al: Emerging, more
autonomous systems

Ex

Impact level?

Consumer level: New
financial habits and
behaviors

Micro / institution level:
Front office (customer
onboarding, trading), back
office (compliance, risk
management)

Macro / system level:
Inclusion, market structure,
3rd party dependencies,
correlations, cyber risks
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Opportunities, challenges and financial stability risks of Al in the financial
sector

Payments Lendin Insurance
aym 9 management
General opportunities Back-end processing, virtual assistants, co-pilots, fraud detection, regulatory compliance
- N Liquidity Credit risk analysis, HIEFF iassesﬁrr.'uent. qutfc:nl_m allﬂFatIDn.
Sector-specific opportunities manageament, financial inclusion  PPEing. claims  algorithmic trading, robo-
AML/KYC processing advising, asset embeddings

General challenges Lack of explainability, data EI|'I_:IS. Fhlrd-pany deper?der?cles. algorithmic collusion,
hallucinations, cyber security risks

- |..I|':|!.Il|':|l'["|.|' Ccrises, Algorithmic discrimination, Eep-sum .?rlrms ran:g for

Sector-specific challenges sophisticated fraud and FVACY CONCEMS private gains, herding,

cyber attacks privacy algorithmic coordination

Herding, network interconnectedness and procyclicality, single point of failure, incorrect

Financial stability challenges decisions based on short samples of non-representative data, spillovers from real sector

Source: Adapted from Aldasoro, Gambacorta, Korinek, Shreeti and Stein (2024).




Selected work of international organizations on Al in finance

*|OSCO
* Artificial Intelligence in Capital Markets: Use Cases, Risks, and Challenges (2025)

*FSB

* Monitoring Adoption of Artificial Intelligence and Related Vulnerabilities in the Financial Sector
(2025)

* The Financial Stability Implications of Artificial Intelligence (2024)

*|AIS
* Application Paper on the Supervision of Artificial Intelligence (2025)

*BIS
* The Use of Artificial Intelligence for Policy Purposes (2025)
* Regulating Al in the Financial Sector: Recent Developments and Main Challenges (2024)

|MF
* Advances in Artificial Intelligence: Implications for Capital Market Activities (GFSR 2024
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World Bank report for G20: Objective and scope

S Target Audience and Methodology

Objective

The report assesses Al adoption in financial supervision across
emerging and developing economies to fill knowledge gaps.

Focus on Suplech

Emphasizes supervisory technology use in resource-constrained
environments to manage risks and operational challenges effectively.

27 financial authorities in EMDEs using surveys and structured
interviews.
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Traditional financial institutions are perceived to have lower Al adoption
levels compared to non-tradition firms such as Fintechs (n= 27)

Al Adoption by Traditional and Non Traditional Financial Institutions

Other EMDEs African EMDEs Other EMDEs African EMDEs

Traditional Non Traditional

m Don't Know/Can't Say m Very limited adoption m Early-stage adoption m Moderate adoption Advanced adoption

Source: World Bank Survey on Al in Supervision, 2025.




In jurisdictions with Al adoption, financial institutions most commonly use Al for
fraud detection, customer service, and AML/CFT and KYC compliance (n=25)

Use Cases of Al by Financial Institutions

64%
56%
40%
32% 32%
16%
12% 12%
8%
4%
m -

Customer Fraud AML and KYC Advanced data Credit scoring Risk Document Customer Don't Others Automated
service detectionand compliance analytics and management processing and onboarding Know/Don't trading
chatbots and  prevention and reporting underwriting automation collect this systems
virtual information
assistants

Source: World Bank Survey on Al in Supervision, 2025.




l\/loit authorities use GenAl for drafting, summarizing, and data analysis
(nN=27)

General Purposes for Al Use Within Authorities

74%
59%
30% 30%
26%
22% 22%
4% 4%
I I %

Drafting and Data analysis Knowledge Automating External Document Others No - the use of Al Don't Know/ Can't No - the use of Al
summarization management repetitive tasks communication scanning and applications is Say applications is
verification discouraged but explicitly banned

not explicitly within the
Source: World Bank Survey on Al in Supervision, 2025. banned organization




Authorities are largely focused on establishing clear governance frameworks for Al
deployment and ensuring transparency and accountability in Al decision making (n=27)

Top Al governance and Risk Management Prioritites

93%
63%
48%
44%
19% 19%
. . i

Establishment of clear Ensuring transparency Implementation of Regular risk Adherence to ethical Developing Defining roles and
governance and accountability in Al robust data security assessments and audits guidelines and contingency plans for responsibilities for Al
frameworks for Al decision-making and privacy measures of Al models responsible Al Al failures or oversight
deployment principles unintended outcomes

Source: World Bank Survey on Al in Supervision, 2025.
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Al adoption by authorities is likely to increase significantly in the medium to longer
term across a wide range of supervisory tasks (n = 27)

90%

80%

T0%

60%

50%

a0%

30%

20%

10%

0%

TE%

TE%
48%
| 3%
Data collection,
validation, and

analysis for
market oversight

Stress Testing,
Risk Analysis,
Early Warning
Systems, Risk

Ratings, and/or

Pattern Analysis

67%
63%
52% ‘

0%

Risk forecasting, Public sentiment Off-site Inspection

analysis using
social media and
other public data

Short vs. Medium and Long Term Uses of Al in Supervisory Activities

59%
56%
5%
44%
30% | 30%

On-site KEnowledge Classify, analyze Wlicit use
Inspections: management: and triage detection
Inspection Search, consumer

Planning, Summarize, or  complaints and
Resource Retrieve related data
Allocation, On-site Regulatory
Automated Resources
Verification,

Process

Automation

mShaort Term [next 12 Months)

Source: World Bank Survey on Al in Supervision, 2025.

5I%
44%
1%
I 11%

m Medium - Long Term (Mext 5 years)

a4%
26%
19%
15%
11% 11%
%
4%
| o

Licensing Owverall process Desk-based Asset Other Don't Know/Can't None of the abowve
automation and  Quality Review Say
interoperability (ACR)
with other
supervisory
systems
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Data privacy and security, internal skills gaps, Al model-related challenges, and integration
challenges are the top barriers to Al adoption in supervision among survey respondents (n=27)

Challenges and Barriers Overall rank “ No. of rankings

Data privacy and security

Internal skills gaps and workforce readiness 2 53 18

Al and model-specific challenges (training, validation, testing,

transparency and explainability, governance and risk management) 3 >0 14
Integration of Al-enabled tools with existing technology and 3 50 14
pProcesses
Finding reliable and context-appropriate SupTech technology

. 5 32 11
providers
Accessing high-quality data 6 28 11

Source: World Bank Survey on Al in Supervision, 2025.




Authorities consider data security and privacy, cybersecurity, lack of transparencg and
operational risks as the top risks associated with Al adoption in supervision (n=27)

1 71 18

Data security and privacy

Cybersecurity risks 2 69 16

Lack of transparency in Al systems (explainability or “black box” risks) 3 55 19

Operational risks due to overreliance on Al or malfunctioning of Al-

enabled systems 4 42 13
Excessivereliance onthird-party of external Al providers/ Concentration 5 21 14
risks

Inaccurate model outputs (e.g., hallucinations) 6 37 14

Source: World Bank Survey on Al in Supervision, 2025.




Almost half of authorities reported lacking sufficient systems, resources, and
processes to monitor Al developments and their impacts (n = 27)

Perception of Readiness to Monitor Al

35%
30% gy 30%
20%
18%
12%
10% 10
6%

Strongly Agree Somewhat Agree MNeutral/MNeither Agree nor Somewhat Disagree Strongly Disagree Don't Know/Can't Say
Disagree

m Other EMDEs  m African EMDEs

Source: World Bank Survey on Al in Supervision, 2025.
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Supervision of Al-related consumer risks relating to fraud and scams is viewed as
challenging by most authorities (n=27)

Challenges in Supervising Consumer Risks

Cybersecurity risks

Data security and privacy risks

Manipulation or undue influence over consumer decisions by the use of Al

Inaccurate information being provided to consumers by Al

Frauds and scams that use Al

Lack of recourse mechanisms for consumers to challenge decisions about them made by Al
Lack of transparency to consumers that some decisions have been made by Al

Lack of explainability

Bias and diserimination against consumers from Al outputs

1
-
=
2

60% 0% B0%

u
=1
i

0% 10% 20% 0% 40%

Mot Sure/Too Early to Assess Less Challenging/Not Very Challenging ® Moderately Challenging mVery Challenging

Source: World Bank Survey on Al in Supervision, 2025.



Most authorities are not taking specific steps to address Al consumer risks, but
some do (n=11)

Measures Implemented or that will be Implemented to Address Consumer Risks

55%
36% 36%
I I ] ]

82%

9%

Engage in dialog with Incorporate Al-related Issue new or updated Issue clarificationsto Engage in dialog with Coordinate with other Other
financial institutions risks into your regulatory guidance existing regulatory consumer advocacy regulatory authorities
and/or industry supervisory or specific to Aluse  guidance as relevant to groups on the risks to (e.g. competition
associations to ensure inspection frameworks Al use consumers from Al regulators, telecom
alignment with regulators) on the
regulatory increasing use of Al

expectations

Source: World Bank Survey on Al in Supervision, 2025.
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Main takeaways from World Bank report

. él adoption by financial institutions in EMDEs is still at an early stage, particularly
enAl

* GenAlfor basic tasks is widely used by financial authorities. Few use Al for core
supervisory tasks, but some are working on pilots

* Few financial authorities have board-level Al strategy and policy frameworks in
place, but most expect to have one in the next 12 months

* Nearly half of surveyed authorities are not yet monitoring Al developments

* Key challenges to adopt Al by financial authorities relate to data quality,
fragmentation, and privacy; legacy IT infrastructures; and skill gaps

* Cloud and vendor dependence raise data sovereignty and operational risk
concerns
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Many jurisdictions are engaging with the industry (n=27/)

Industry Engagement for Al adoption

56%
52%
313%
26%
19%
15%
11%

Providing a Exchange of |ssuing of Providing informal Other Supporting  MNone of the above
regulatory information with  regulations or guidance industry self-

sandbox as a safe  the industry regulatory regulation

space to innovate guidance

Source: World Bank Survey on Al in Supervision, 2025.




Jurisdictions see a need for international exchange of information and international
guidance and standard setting regarding Al adoption for supervision (n=27)

Authorities’ Views on International Cooperation for Al Supervision

7% 4%
Benefit from more International Exchange Meed for more International Coordination, Guidance, and/or
Standard Setting

Don't Know/Can't Say B Meutral/Meither Agree nor Disagree m Somewhat Agree W Strongly Agree

Source: World Bank Survey on Al in Supervision, 2025. N
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Collaboration and coordination: domestic and across borders

#%*  Domestic Coordination
@ Public-Private Engagement

m International Collaboration

°o_ o Knowledge Sharing & Capacity
="  Building

Strong domestic collaboration across sectors is
vital to address regulatory gaps and unify Al
oversight expectations.

Engagement between public authorities and
private sector supports monitoring Al adoption
and encourages responsible innovation.

Cross-border cooperation prevents regulatory
arbitrage and harmonizes standards for
supervising multinational institutions.

Collective efforts focus on sharing knowledge,
aligning supervisory approaches, and building
capacity for Al oversight.

4
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Selected basic principles for financial authorities as they supervise Al
in financial institutions or adopt it themselves

U AI}\_ E EE|_. A‘A

MAINTAIN PUBLIC EXERCISE ENSURE PRIVATE APPLY EXISTING RISK-BASED AND
TRUST SUPERVISORY SECTOR FRAMEWORKS PROPORTIONATE
JUDGEMENT AND ACCOUNTABILITY

DISCRETION
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Main focus areas for financial authorities in EMDEs as they adopt Al

@ . 322

GOVERNANCE IT AND DATA SKILLS AND SURVEILLANCE COLLABORATION
FRAMEWORKS INFRASTRUCTURES EXPERTISE

([
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Download the Al report here: Artificial Intelligence for ;
Financial Sector

Supervision: An EMDEs
Perspective
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