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THE SLOW BURN OF ARTIFICIAL INTELLIGENCE
REGULATION IN THE FINANCIAL SERVICES INDUSTRY

Artificial Intelligence (“Al’) has become a formidable ally to the financial services industry
by fundamentally altering operations and creating efficiencies across various functions.
As financial institutions increasingly integrate Al into their business models, heightened
expectations for transparency and accountability have raised concerns among U.S.
requlators, who, while acknowledging Al’'s advantages, have raised concerns about the
potential for systemic risk. The SEC and CFTC, for example, are examining existing law
and gquidance for their applicability to the unique challenges posed by Al and weighing
the need for specific regulations targeted at the technology. This article explores how Al
has empowered financial institutions to enhance their performance and competitiveness,
while also examining best practices for navigating the evolving landscape of regulatory

oversight.
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Al has revolutionized the private sector, fundamentally
altering both day-to-day operations and long-term
strategies. Its applications are extensive and
increasingly integral to the financial ecosystem, from
automating routine tasks to detecting fraudulent
activities in real-time. AI’s benefits, including
unparalleled opportunities for efficiency gains, enhanced
security measures, and improved regulatory compliance,
will continue to influence the rapid scale and spread of
use in the sector, with the International Monetary Fund
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projecting that financial institutions will spend double on
Al by 2027.1

1 Jeff Kearns, International Monetary Fund, Finance &
Development Magazine, “Al’s Reverberations Across Finance”
(Dec. 2023), available at https://www.imf.org/en/
Publications/fandd/issues/2023/12/Al-reverberations-across-
finance-Kearns.
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