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Generative Artificial Intelligence in the Financial Industry: Applications,
Risks, and potential action

Abstract:

This study aims to identify the potential applications of Generative Artificial Intelligence in
the financial industry, the risks associated with its widespread adoption, and potential
solutions. By using the analytical approach, it turns out that GenAl techniques are being
deployed as tools to assist financial service provision (such as data analytics, risk
management, Algorithmic trading, underwriting, create content, etc.). Moreover, such
deployment of advanced techniques given high risks of data privacy, cybersecurity,
accountability and transparency, systemic risks and financial instability. Regulatory
frameworks in finance industry safeguard market integrity, consumer protection and ensure
financial stability, and risk management, model governance, transparency and other
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obligations that may not be fully compatible with the most advanced GenAl tools and outright
incompatible with public versions .Consequently, there is a need to further investment in
research and development, and to promote multi-disciplinary and multi-stakeholder
cooperation. Forecasts point to a promising future for Generative Al in the financial industry,
with its market expected to grow at accelerating rates.

Keywords: Artificial Intelligence, Generative Atrtificial Intelligence, Financial Industry, risk
management, Algorithmic trading.

JEL Classification : L86, G20, G21, G32.
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