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Targeted consultation on artificial intelligence
in the financial sector

Fields marked with * are mandatory.

Introduction

In financial services and beyond, there is a broad technology-driven trend towards greater use of Al. The Commission
highlighted the need for a targeted consultation on the use of Al in financial services. The goal is to identify the main
use cases and the benefits, barriers and risks related to the development of Al applications in the financial sector.

In general, the development and use of Al in the EU will be regulated by the Al Act, the world’s first comprehensive
Al law. The Al Act which was voted by the European Parliament on 13 March and expected to enter into force in July,
aims to guarantee the safety and fundamental rights of people and businesses, while strengthening Al uptake,
investment and innovation across the EU. To support further these objectives, an Al innovation package has been
adopted by the Commission on 24 January 2024. It contains a series of measures to support European startups and
SMEs in the development of trustworthy Al that respects EU values and rules. This follows the political agreement
reached in December 2023 on the Al Act.

The Al Act is designed to complement the already existing financial services acquis, that, while not explicitly targeted at
regulating Al, is an important framework to manage the related risks in specific applications and includes several
relevant requirements for financial entities when providing financial services. It does so by pursuing objectives to
ensure healthy financial markets, such as transparency, market integrity, investor protection and financial stability. For
example, when providing investment services, including through reliance on Al such as trading algorithms, investment
firms must comply with the MIFID/R framework and the market abuse rulebook.

The aim of this consultation is not to lead to policy work that would generate new duplicative requirements in relation to
the use of Al by the financial sector, or to new requirements that have the potential to stifle Al innovation.

Objective of the consultation

The present targeted consultation will inform the Commission services on the concrete application and impact of Al in
financial services, considering the developments in the different financial services use cases.

The views from stakeholders will support the Commission services in their assessment of market developments and
risks related to Al and in the implementation of the Al Act and existing financial services legislation in the financial
sector. The consultation is focused on the objectives of the financial sector acquis and the Al Act and is not intended to
focus on other policy objectives such as competition policy. It is intended to improve the effective implementation of
these legal frameworks.


https://digital-strategy.ec.europa.eu/en/policies/regulatory-framework-ai
https://digital-strategy.ec.europa.eu/en/news/commission-launches-ai-innovation-package-support-artificial-intelligence-startups-and-smes
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/financial-markets/securities-markets/investment-services-and-regulated-markets_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/financial-markets/securities-markets/markets-integrity-benchmarks-and-market-abuse_en

This targeted consultation will include questions with multiple choice and open answers. The questionnaire contains
three parts:

1. afirst part with general questions on the development of Al

2. asecond part with questions related to specific use cases in finance

3. and a third part on the Al Act related to the financial sector
For the purpose of this targeted consultation, the concept of Al corresponds to the definition of an Al system
established in the Al Act, which covers “any machine-based system designed to operate with varying levels of
autonomy and that may exhibit adaptiveness after deployment and that, for explicit or implicit objectives, infers, from

the input it receives, how to generate outputs such as predictions, content, recommendations, or decisions that can
influence physical or virtual environments”.

Target group

The targeted consultation will gather input from all financial services stakeholders including companies and consumer
associations. Views are particularly welcome from financial firms that provide or deploy/use Al systems. This
consultation is designed for respondents developing or planning to develop or use Al applications in financial services.

Responding to the consultation

Respondents are invited to complete the questionnaire by 13 September 2024. They are invited to elaborate by
providing input and additional insights to their answers.

Outcome

Depending on the progress made, the Commission will publish a report on the findings and an analysis of the main
trends and issues arising with the use of Al applications in financial services.

Please note that the information collected will not be shared with third parties and if used, it will be anonymised, in such
a manner that it does not relate to any identified or identifiable financial institution.

Please note: In order to ensure a fair and transparent consultation process only responses received through our
online questionnaire will be taken into account and included in the report summarising the responses. Should you
have a problem completing this questionnaire or if you require particular assistance, please contact eu-digital-finance-
platform@ec.europa.eu.

More information on

® this consultation

® the consultation document

digital finance

the digital finance platform



mailto:eu-digital-finance-platform@ec.europa.eu
mailto:eu-digital-finance-platform@ec.europa.eu
https://finance.ec.europa.eu/regulation-and-supervision/consultations-0/targeted-consultation-artificial-intelligence-financial-sector_en
https://finance.ec.europa.eu/document/download/054d25f5-0065-488a-96fb-2bb628c74e6f_en?filename=2024-ai-financial-sector-consultation-document_en.pdf
https://finance.ec.europa.eu/digital-finance_en
https://digital-finance-platform.ec.europa.eu/

“Please specify your activity field(s) or sector(s)

Financial education; financial qualifications; professional standards setting for financial advisors and planners

The Commission will publish all contributions to this public consultation. You can choose whether you

would prefer to have your details published or to remain anonymous when your contribution is published. Fo
r the purpose of transparency, the type of respondent (for example, ‘business association,
‘consumer association’, ‘EU citizen’) country of origin, organisation name and size, and its
transparency register number, are always published. Your e-mail address will never be published.
Opt in to select the privacy option that best suits you. Privacy options default based on the type of
respondent selected

“Contribution publication privacy settings
The Commission will publish the responses to this public consultation. You can choose whether you would like
your details to be made public or to remain anonymous.

¢ Anonymous
Only organisation details are published: The type of respondent that you
responded to this consultation as, the name of the organisation on whose
behalf you reply as well as its transparency number, its size, its country of
origin and your contribution will be published as received. Your name will not
be published. Please do not include any personal data in the contribution itself
if you want to remain anonymous.
Public
Organisation details and respondent details are published: The type of
respondent that you responded to this consultation as, the name of the
organisation on whose behalf you reply as well as its transparency number, its
size, its country of origin and your contribution will be published. Your name
will also be published.

/| | agree with the personal data protection provisions

Part 1: General questions on Al applications in financial
services

Question 1. Are you using or planning to use Al systems?
® Yes, we are already using Al systems
Not yet, but we plan to use Al systems within the next 2 years
No, we are not using it and we don’t plan to use Al systems within the next
2 years


https://finance.ec.europa.eu/document/download/698ef635-9053-43c2-b3a3-709e18c1f88a_en?filename=2024-ai-financial-sector-specific-privacy-statement_en.pdf

Don’t know / no opinion / not applicable

Question 2. What are the positive things you encounter when using Al?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

1. Increased efficiency: Al can analyse large amounts of data quickly and accurately, allowing financial
advisors to make more informed decisions in less time.

2. Personalised recommendations: Al can analyse individual client data and preferences to provide tailored
recommendations and advice, enhancing the client experience.

3. Risk management: Al algorithms can help predict market trends and identify potential risks, allowing
financial advisors to make proactive decisions to advise clients on how to protect their clients' investments.

4. Cost savings: By automating routine tasks and processes, Al can help financial advisors reduce
operational costs and focus on more strategic activities.

5. Compliance support: Al can assist financial advisors in complying with regulations and standards by
flagging potential issues and ensuring that all necessary documentation is in order.

6. Improved client engagement: Al-powered chatbots and virtual assistants can provide 24 hour support to
clients, answering basic questions and providing guidance whenever needed, as well as escalating more
nuanced questions to be discussed with the financial advisor.

7. Data-driven insights: Al can analyse vast amounts of data to identify patterns and trends that can help
financial advisors make more accurate and timely predictions and recommendations.

Question 3. What are the negative things you encounter when using Al?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.



Artificial Intelligence (Al) has undoubtedly transformed the financial advisory industry, offering numerous
benefits such as enhanced data analysis, automation, and personalised services. However, there are also
several negative aspects to consider:

1. Job Displacement: Al and automation can potentially reduce the need for human financial advisors,
leading to job losses and economic displacement within the profession.

2. Data Privacy Concerns: The extensive use of Al involves collecting and analysing vast amounts of
personal financial data, raising concerns about data security and privacy breaches.

3. Lack of Personal Touch: Al systems may lack the personal touch and emotional intelligence that human
advisors offer, which can be crucial in building trust and understanding clients' nuanced needs as well as
helping clients to manage their emotions.

4. Over-Reliance on Algorithms: There's a risk that financial advisors may become overly reliant on Al and
algorithms, potentially overlooking important qualitative factors and broader economic trends not easily
captured by machines.

5. Bias in Al Systems: Al systems can sometimes perpetuate or even exacerbate existing biases in financial
advising. If the training data used to develop Al models contain biases (such as through limited database
access), the Al could recommend suboptimal financial strategies.

6. Ethical Concerns: The use of Al can raise ethical questions, particularly regarding transparency,
accountability, and the decision-making process. Clients may not always understand how Al is influencing
the financial advice they receive.

7. Initial Costs and Maintenance: Implementing Al technology can be expensive. The initial costs, ongoing
maintenance, and the need for continuous updates can be a significant financial burden for advisory firms,
especially smaller ones such as in the case of small firms of independent financial advisers.

8. Regulatory and Compliance Issues: The rapid evolution of Al technology can outpace regulatory
frameworks, leading to potential compliance issues as well as gaps in the regulatory frameworks.

9. Reduction in Skill Development: Relying heavily on Al tools might hinder the skill development of less
senior advisors, as they might not develop the critical analytical skills and judgment needed in honing their
skills in the financial planning process.

10. Technical Failures: As with any technology, Al systems can experience failures or glitches, which can
result in incorrect advice, financial losses, and damage to the reputation of the financial advisor and his firm.

Question 4. Will you be deploying Al for new or additional processes within
your organisation?
® Yes
No
Don’t know / no opinion / not applicable
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Question 4.1 Please explain for which new or additional processes you will
be deploying Al within your organisation:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Yes, it is highly likely that financial advisors in the future will be deploying Al within their organisations. Some
of the most important and relevant processes that Al can be used for in the financial advising industry
include:

1. Robo-advisors: Al-powered algorithms can be used to provide personalised investment advice to clients
based on their financial goals and risk tolerance. This can help advisors reach a larger client base and
provide more efficient and cost-effective services.

2. Predictive analytics: Al can be used to analyse vast amounts of financial data and predict future market
trends, helping advisors make more informed and timely investment financial plans for their clients.

3. Risk assessment: Al can help advisors assess and mitigate risks in their clients' investment portfolios by
identifying potential market anomalies or potential financial fraud.

4. Client communication and engagement: Al-powered chatbots can assist advisors in interacting with
clients, providing them with instant responses to their queries and helping streamline communication
processes and hance escalate less routine matters to a direct communication between the financial adviser
and his/her client.

5. Compliance and regulatory monitoring: Al can assist advisors in ensuring that their practices comply with
relevant regulations and monitoring changes in regulatory requirements as they happen.

Question 5. Are you developing or planning to develop in-house
Al applications?
Yes
® No
Don’t know / no opinion / not applicable

Question 5.1 Please explain broadly whom you plan to collaborate with for
the development of your Al applications (fintech, bigtech, etc.) or whether
you plan to buy off the shelf fully developed solutions:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Financial advisors are increasingly turning to Al applications to enhance their portfolio of services and
improve efficiency. While some larger firms may have the resources to develop in-house Al applications,
many smaller firms of financial advisors are more likely to collaborate with fintech or big-tech companies for
the development of Al applications. Fintech companies specialise in providing technology solutions for the
financial industry, while big-tech companies have the resources and expertise to develop advanced Al
applications.

Additionally, financial advisors may also choose to buy off-the-shelf fully developed Al solutions from third-
party vendors. These solutions can provide the necessary tools and functionality without the need for
extensive R&D. Ultimately, the decision on whether to develop in-house, collaborate with external partners,
or purchase off-the-shelf solutions will depend on the specific needs, expertise and resources of the financial
advisor.

Question 6. Which tools are you using to develop your Al applications?

Examples: machine learning, neural networks, natural language processing,

large language models, etc.

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Financial advisors are using a variety of tools to develop Al applications, including:

1. Machine learning: Machine learning algorithms are being used to analyse financial data, predict market
trends, and optimise investment strategies.

2. Neural networks: Neural networks are powerful computational models inspired by the structure and
function of the human brain. Financial advisors can use neural networks to detect patterns in data and make
accurate predictions.

3. Natural language processing: Natural language processing allows Al applications to understand and
interpret human language. Financial advisors can use natural language processing to analyse news articles,
social media posts, and other textual data for timely market insights.

4. Large language models: Large language models can be used by financial advisors to generate text-based
responses, answers, and reports. These models can assist in automating tasks and providing bespoke
personalised recommendations to clients.

Benefits of using Al applications in financial services
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Question 7. Please score the following benefits from most significant (10) to least significant (1):

Fraud detection: Al algorithms can analyse large amounts
of data to detect patterns and anomalies that may indicate
fraudulent activity, helping to reduce financial losses for
businesses and customers.

Risk management: Al can analyse and predict market
trends, assess credit risks, and identify potential investment
opportunities, helping financial institutions make more
informed decisions and manage risks more effectively.

Automation of routine tasks: Al can automate repetitive
tasks such as data entry, transaction processing, and
document verification, freeing up time for employees to
focus on more complex and strategic activities.

Cost savings: by automating processes and improving
efficiency, Al can help financial institutions reduce
operational costs.

Personalised financial advice: Al can analyse customer data
to provide personalised financial advice and
recommendations, helping customers make better financial
decisions and improve their financial well-being.

2

3

4

5

6

/

8

9

10

Don't
know -
No
opinion -
Not
applicable
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Compliance and regulatory support: Al can help financial
institutions stay compliant with regulations by analysing and
interpreting complex regulatory requirements and
monitoring transactions for suspicious activities.

Enhanced decision-making: Al can analyse large amounts
of data and provide insights that can help financial
institutions make better investment decisions, assess credit
risks, and optimise their operations.

Improved security: Al can enhance security measures by
identifying potential security threats, detecting unusual
patterns of behaviour, and providing real-time alerts to
prevent security breaches.

Streamlined processes: Al can streamline various financial
processes, such as loan underwriting, account opening, and
claims processing, leading to faster and more efficient
services for customers.

Improved customer service: Al can be used to provide
personalised and efficient customer service, such as
chatbots that can answer customer queries and provide
assistance 24/7.

14



Question 8. What are the main benefits/advantages you see in the
development of your Al applications?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Developing their own Al applications can offer several key advantages for financial advisors:

1. Customisation: Tailor the Al application to meet the specific needs and preferences of their clients and
business model. This customisation can enhance client satisfaction and operational efficiency.

2. Competitive Advantage: Proprietary Al tools can differentiate a financial advisory firm from competitors by
offering unique functionalities and services not available in off-the-shelf solutions.

3. Scalability and Flexibility: In-house developed Al can be scaled and adapted according to the firm’s
growth and evolving requirements, allowing for more seamless integration with existing systems and
processes.

4. Data Security and Privacy: Custom-built Al ensures greater control over sensitive client data, enhancing
privacy and compliance with regulatory standards, which is crucial in the financial sector.

5. Cost Efficiency: Over time, developing an in-house Al solution can be more cost-effective than paying
ongoing licensing fees for off-the-shelf software, especially as the number of clients or transaction volumes
increase.

6. Innovation and Adaptability: Financial advisors can continuously innovate, update, and improve their Al
applications in response to market changes and new opportunities, maintaining a cutting-edge service
offering.

7. Deeper Insights and Analytics: Advisors can develop Al that focuses on the specific kinds of financial
analysis and predictions most relevant to their unique clientele, potentially yielding more valuable insights
and better investment outcomes.

8. Enhanced Client Experience: Personalised Al tools can offer a more tailored client experience, helping to
build stronger relationships and trust.

Question 9. Please score the following challenges from most significant (10)
to least significant (1):

1.2 3 4 5 6 7 8 9 10

- +

ar
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Lack of access
to the required
data, in
general.

Lack of access
to the data in
an appropriate
digital format.

Lack of access
to appropriate
data
processing
technology, e.
g. cloud
computing.

Data privacy: it
is crucial to
ensure that
sensitive
financial
information
remains
confidential.

Lack of trust in
relation to
performance
levels/ security
aspects/
certified
solutions/
reliability of

the technology.
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Regulatory
compliance
with financial
regulation:
financial
services are
heavily
regulated and
not all types of
Al applications
are in line with
requirements
under these
regulations.

Innovation: the
ability to
leverage on
combining Al
with other
technologies
to enhance its
potential and
generate new
services?

Transparency
and
explainability:
Al algorithms
can be
complex and
opaque. It can
be difficult for
humans to
understand
how Al arrives
at certain
conclusions,
which can
create issues
of trust and
accountability.
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Bias and
discrimination:
Al models are
trained using
data, and if the
data is biased,
the Al model
can also be
biased,
leading to
unfair
outcomes.

Reputational
risk from
undesirable Al
behavior or
output.

Liability risks:
legal
uncertainty on
who bears the
liability in case
of damages
generated by
the
malfunctioning
of the Al
applications.

Skills gap: the
development
of Al requires
specific tech
skills, and
there is a
shortage of
such skills.
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Dependability:
as financial
institutions rely
more and
more on Al;
the
dependability
of these
systems
becomes
paramount.
Any
malfunction or
error (e.g. in
risk
management)
can lead to
significant
financial
losses.

Job
displacement:
the use of Al
can potentially
automate
certain roles in
the financial
sector leading
to job
displacement.

Cybersecurity:
Al systems
could be
targeted by
cybercriminals,
leading to
potential data
breaches or
manipulation
of Al systems.
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Integration

challenges:

integrating Al

technologies

with existing 2
systems and

processes can

be complex

and expensive.

Additional
cost: the
deployment
and use of Al
requires up-
front
investment
and ongoing 2
resources
(acquiring or
developing
applications,
keeping them
up to date,
training/skills).

Question 10. What are the main difficulties/obstacles you are facing in the
development of your Al applications?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Financial advisors face several significant obstacles in developing their own Al applications. These
difficulties span technological, operational, and business domains, and they include:

1. Technical Expertise: Developing Al applications requires expertise in data science, machine learning, and
artificial intelligence. Financial advisors may lack the necessary in-house skills, requiring them to invest
heavily in training or hire specialised personnel, which can be costly.

2. Data Availability and Quality: Al models are data-hungry and require vast amounts of high-quality data to
be effective. Financial advisors might struggle to gather, clean, and maintain datasets that are large enough
and of sufficient quality to train robust Al models.

3. Integration and Compatibility: Existing financial systems and infrastructure may not be designed to handle
Al applications. Integrating new Al technologies with legacy systems can be complex and expensive,
requiring careful planning and execution to ensure compatibility and reliability.

4. Regulatory and Compliance Issues: The financial services industry is heavily regulated, and Al
applications must comply with a myriad of regulatory requirements. Navigating these regulations and
ensuring that Al models are compliant can be a significant hurdle, particularly as regulatory landscapes
evolve.

5. Transparency and Explainability: Financial advisors need to be able to explain the decisions and
recommendations made by Al applications to their clients. Many Al models, especially advanced ones like
deep learning networks, can be opaque and difficult to interpret, posing challenges in maintaining
transparency and client trust.

6. Bias and Fairness: Al models can inadvertently learn and perpetuate biases present in the training data.
Ensuring that the Al applications are fair and unbiased requires meticulous attention and constant validation,
which can be resource-intensive.

7. Cost of Development: Developing sophisticated Al applications from scratch requires significant financial
investment. This includes costs for data acquisition, computational resources, and specialised personnel.
For smaller advisory firms, these costs might be prohibitive.

8. Ongoing Maintenance and Updates: Al models need regular updates and maintenance to remain accurate
and effective. Market conditions and client needs evolve, and so must the algorithms. This ongoing effort
requires continuous investment and oversight.

9. Cybersecurity Concerns: Al applications can be targets for cyber threats and attacks. Securing Al
systems, especially those handling sensitive financial information, is critical but challenging, requiring robust
cybersecurity measures.

10. Client Acceptance and Trust: Clients may be skeptical of Al-driven advice, preferring traditional, human
expertise. Financial advisors need to manage this perception and educate clients about the benefits and
limitations of Al.

Question 11. Please rank the potential negative impact that widespread use
of Al can have on the following risks, 8 being the highest risk:
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Operational risks 2

Market risks 2

Liquidity risks e

Financial stability risks 2

Market integrity risks @
Investor protection risk 2
Consumer protection risk 2

Reputational risk @

Please explain your answer to question 11 and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

1. Operational risks - Al systems may introduce new complexities and failure points into financial systems,
leading to operational failures and disruptions. For example, if an Al system responsible for processing
transactions malfunctions, it could lead to errors in account balances or trades not being executed correctly.

2. Market integrity risks - Al algorithms can potentially manipulate markets by engaging in high-frequency
trading or spreading misinformation. This can lead to market distortions and impact investor confidence in
the integrity of financial markets.

3. Financial stability risks - If Al systems are not well-monitored or regulated, they could contribute to market
volatility or systemic risks. For example, if multiple Al systems react to market trends in a similar way, it
could exacerbate market instability.

4. Liquidity risks - Al systems that dictate trading strategies or asset allocation could potentially impact
liquidity in financial markets. If Al algorithms trigger a cascade of trades in a short period, it could lead to
liquidity shortages or surpluses.

5. Market risks - Al models used for predicting market trends may not always accurately forecast risk
exposures or asset values. If financial advisors rely solely on Al predictions without considering other factors,
they may be exposed to unforeseen market risks.

6. Reputational risk - If Al systems are perceived as biased, untrustworthy, or unreliable, it can damage the
reputation of financial institutions using them. For instance, if a customer feels that a decision made by an Al
algorithm was unfair or discriminatory, it could lead to negative publicity and loss of trust.

7. Investor protection risk - Al-driven investment decisions may not always align with the best interests of
investors, leading to potential losses or misallocation of funds. For instance, if an Al-based robo-advisor
recommends high-risk investments to a risk-averse investor, it could put their savings at risk.

8. Consumer protection risk - The use of Al in financial services may lead to concerns about data privacy,

transparency of decision-making, or discrimination against certain customer groups. If customers feel their
data is not handled securely or that Al decisions are arbitrary, it could raise consumer protection issues.

22



Question 12. Al may affect the type and degree of dependencies in financial
markets in certain circumstances, especially where a high number of
financial entities rely on a relatively small humber of third-party providers of
Al systems.

Do you see a risk of market concentration and/or herding behavior in Al used
for financial services?
® Yes
No

Don’t know / no opinion / not applicable

Please explain in which areas of Al you see a risk of concentration:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Yes, there is a risk of market concentration and herding behaviour in Al used for financial services,
especially when a large number of financial entities rely on a few dominant third-party Al providers. This
dependency can create several potential issues:

1. Market Concentration: When many financial institutions use Al systems developed by the same few
providers, it can lead to a high degree of market concentration. These Al providers could gain significant
influence over financial market operations, pricing, and decision-making processes, potentially leading to
reduced competition and innovation in the financial services sector.

2. Herding Behaviour: Al systems, especially those based on machine learning, often analyse market data
and trends to make predictions and decisions. If numerous financial entities use similar Al models, they may
arrive at similar conclusions and execute similar trades or investment strategies simultaneously. This can
amplify market movements, leading to increased volatility and systemic risk. For example, if many Al
systems recommend selling a particular asset, it could cause a sudden and significant drop in its price.

Areas where this concentration and herding behaviour are most likely to manifest include:

1. Algorithmic Trading and High-Frequency Trading: These areas heavily rely on Al for decision-making and
execution. If many trading firms use similar Al algorithms, it could lead to synchronised trading behaviours,
exacerbating market swings and liquidity issues.

2. Risk Management and Credit Scoring: Al models are widely used for assessing credit risk and managing
financial risk. A concentration of similar risk assessment methodologies could lead to simultaneous shifts in
credit ratings or risk measures, affecting lending practices and financial stability.

3. Portfolio Management and Robo-Advisors: Automated investment advisors (robo-advisors) and portfolio
management tools that use Al are becoming increasingly popular. If many investors use similar Al-driven
strategies, it could result in similar investment decisions across a broad client base, leading to less
diversification and increased market correlation.

4. Fraud Detection and Compliance: Al is also extensively used in detecting fraudulent activities and
ensuring regulatory compliance. A concentration of similar Al models in this area could potentially overlook
new types of fraud or emerging risks, given that these models might be similarly trained and optimised for
the same known issues.

Mitigating these risks involves several strategies, including promoting the development and use of diverse Al
models, encouraging transparency and explainability in Al systems, adhering to robust regulatory
frameworks, and fostering a competitive environment where multiple Al providers can thrive. Financial
institutions should also invest in creating or customising their own Al solutions to avoid over-reliance on off
the shelf models.

Al and compliance burden

Question 13. Can Al help to reduce the reporting burden?
® Yes
No



Don’t know / no opinion / not applicable

Please explain in which areas you see Al reducing reporting burden:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Yes, Al can help to reduce the reporting burden for financial advisers in several ways. Al-powered tools can
potentially automate data collection, analysis, and reporting processes, allowing advisers to spend more time
focusing on their clients and providing personalised financial advice. Al can also help advisers identify trends
and patterns in data more quickly and accurately, leading to more informed decision-making and better
outcomes for clients. Additionally, Al can help advisers comply with regulatory requirements by automatically
flagging potential issues or discrepancies in reports. Overall, Al can streamline the reporting process for
financial advisers, saving them time and improving the quality of their work.

Question 14. Do you think Al can facilitate compliance with multiple
regulatory standards across the EU and thus facilitate market integration or
regulatory compliance?

For example, would you consider it feasible to use Al for converting
accounting and financial statements developed under one standard (e.
g. local GAAP) to another standard (e.g. IFRS)?
® Yes
No
Don’t know / no opinion / not applicable

Please explain and elaborate on your answer to question 14 and give
examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Yes, Al can facilitate compliance with multiple regulatory standards across the EU and aid in market
integration and regulatory compliance. Here's how Al play a role in this context:

1. Data Standardisation and Conversion

Al can efficiently handle the conversion of accounting and financial statements from one standard (such as
local GAAP) to another (such as IFRS). This involves:

- Automated Mapping: Al algorithms can be designed to understand the mapping between different
accounting standards. By learning the relationships and differences between local GAAP and IFRS, Al can
automate the conversion process.

- Natural Language Processing (NLP): NLP can be used to interpret and translate financial disclosures,
footnotes, and supplementary information, ensuring that qualitative aspects of financial statements are
correctly adapted to the requirements of different standards.

- Data Transformation: Machine learning models can be trained to recognise patterns and automate the
transformation of financial data. For instance, Al can adjust for different depreciation methods used under
various standards.

2. Regulatory Compliance

Al can streamline the compliance process with various regulatory standards, ensuring that financial
institutions align with multiple requirements across different jurisdictions:

- Automated Reporting: Al can generate regulatory reports by extracting and processing the necessary data
from various sources. This ensures accurate and timely reporting, reducing the risk of non-compliance.

- Risk Management: Al-driven risk assessment tools can continuously monitor for compliance risks
associated with different regulations. This proactive approach can help in identifying and mitigating non-
compliance issues before they become significant problems.

- Compliance Monitoring: Machine learning models can be used to monitor transactions and business
activities for compliance with regulatory standards, identifying anomalies and potential breaches in real-time.

3. Cross-Border Harmonisation

Al can facilitate cross-border harmonisation, thus aiding market integration within the EU:

- Interoperability: Al systems can be designed to ensure data interoperability across different financial
institutions operating in multiple EU countries. This fosters a more integrated and efficient market.

- Regulatory Intelligence: Al can keep track of regulatory changes across different jurisdictions, alerting
financial institutions to new developments and helping them adapt quickly.

- RegTech Solutions: Regulatory Technology (RegTech) driven by Al can offer dynamic solutions that adjust
to regulatory requirements in different regions, making it easier for firms to operate across borders.

4. Efficiency and Accuracy
Al enhances efficiency and accuracy in regulatory compliance and standards conversion:
- Error Reduction by automating complex tasks

Data access

Question 15. In order to develop Al applications, do you need access to
external datasets that you currently don’t have access to?
® Yes
No
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Don’t know / no opinion / not applicable

Please explain your answer to question 15:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 16. Which datasets would you need to develop meaningful
Al applications and for which purpose/use case?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Developing effective Al applications often requires financial advisors to access external datasets that they
may not currently possess. These datasets can help in enhancing the accuracy, robustness, and
performance of Al models. Here are some key types of external datasets that might be necessary:

1. Market Data

- Historical Financial Data: Prices, volumes, and other market metrics for a wide range of assets (stocks,
bonds, commodities, etc.) over different time periods.

- Real-time Market Data: Constantly updated prices and trade information which are pivotal for high-
frequency trading algorithms and real-time decision-making tools.

2. Economic Indicators

- Macroeconomic Data: GDP, unemployment rates, interest rates, inflation rates, and other macroeconomic
indicators that can influence market trends and investment decisions.

- Global Economic Data: Economic indicators from different countries can be crucial for international
investment strategies and risk assessments.

3. Alternative Data

- Social Media Sentiment: Data from social media platforms capturing public sentiment about companies,
products, or market conditions.

- Satellite and Geospatial Data: Information derived from satellite imagery, which can be used to predict
economic activities like crop yields, construction activities, etc.

- Weather Data: Weather forecasts and historical weather data are particularly useful for certain sectors like
agriculture, energy, and insurance.

4. Company-Specific Data

- Financial Statements: Detailed financial reports of companies, including balance sheets, income
statements, and cash flow statements.

- Corporate Filings: SEC filings, annual reports, and other regulatory disclosures.

- Earnings Reports and Analyst Estimates: Reports on earnings, revenue, and other financial metrics, along
with analyst forecasts.

5. Consumer Data

- Credit Information: Consumer credit scores, loan histories, and other credit-related information for
assessing creditworthiness.

- Spending Patterns: Data on consumer spending habits which can affect retail and banking sectors.

6. News and Reports

- Financial News: Articles, press releases, and news updates from credible financial news sources that can
impact market perception and movements.

- Research Reports: In-depth reports from financial analysts, industry analysts, and market research firms.

7. Regulatory and Compliance Data
- Regulatory Filings: Data on compliance with various regulations, legal proceedings, and other compliance-
related information.

Question 17. Do you face hurdles in getting access to the data you need to
develop Al applications in financial services?
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@ Yes
’ No
“ Don’t know / no opinion / not applicable

Please explain which type of data you would need to have access to:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

29



Yes, financial advisors can face several hurdles in accessing the data needed to develop Al applications
effectively. These challenges include:

1. Data Availability

- Limited Access to Proprietary Data: Critical datasets, such as high-resolution market data, corporate
financial records, and consumer credit information, are often proprietary and may not be easily accessible
without considerable cost or specific permissions.

- Data Ownership: Financial advisors may not own or control the data they generate, especially when it’'s
housed within platforms or systems operated by third parties.

2. Data Quality and Consistency

- Data Cleanliness: Datasets often contain errors, missing values, or inconsistencies. Cleaning and pre-
processing data to make it usable for Al applications is a time-consuming and resource-intensive task.
- Standardisation Issues: Different data sources may use varying formats, units of measurement, and
terminologies. Standardising this heterogeneous data for Al models can be extremely challenging.

3. Cost and Licensing

- High Costs: Acquiring high-quality, comprehensive datasets can be very expensive. Subscription fees for
premium data services can be prohibitive, especially for smaller advisory firms.

- Licensing Restrictions: Many useful datasets come with licensing restrictions that limit how the data can be
used or shared, complicating Al model development.

4. Regulatory Compliance

- Privacy Concerns: Data involving personal financial information is subject to rigorous privacy laws and
regulations (e.g., GDPR). Ensuring compliance while attempting to collect and use such data can be
complex.

- Cross-border Data Transfer: Regulations can restrict the movement of data across borders, complicating
the use of global datasets.

5. Data Integration

- Compatibility Issues: Integrating data from multiple sources can be technically challenging due to
differences in data architecture, formats, and systems.

- Legacy Systems: Many financial advisory firms use legacy systems that are not designed to handle modern
data formats or integrate easily with new technologies.

6. Skill and Resource Limitations

- Technical Expertise: Accessing and leveraging complex datasets require specialised technical skills in data
science and machine learning, which financial advisory firms may lack.

- Resource Constraints: Smaller firms may not have the resources to invest in the necessary data
infrastructure, software, or personnel to manage and utilise large, complex datasets.

7. Data Security
- Cybersecurity Risks: Managing sensitive financial data requires robust cybersecurity systems

Question 18. Are you familiar with the EU Data Hub, a data sharing tool for
supervisors and financial companies?
® Yes
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No
Don’t know / no opinion / not applicable

Question 18.1 Do you think the EU Data Hub can improve access to data?
® Yes
No
Don’t know / no opinion / not applicable

Please explain your answer to question 18.2:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 19. Should public policy measures (e.g. legislative or non-
legislative) encourage the exchange of data between market participants,
which can be used to train Al systems for use cases in finance?
® Yes
No
Don’t know / no opinion / not applicable

Please explain which type of measures you would propose:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Yes, public policy measures should indeed consider encouraging the exchange of data between market
participants, as it can significantly benefit the financial sector and the broader economy. However, this
encouragement should be balanced with considerations for privacy, security, and market competition.

Benefits of Encouraging Data Exchange

1. Enhanced Al Performance: Access to diverse and rich data sources can improve the accuracy and
robustness of Al models, leading to better financial forecasting, reduced biases, risk assessment, and
decision-making.

2. Innovation and Competition: By democratising access to data, smaller firms and startups can compete
more effectively with established players, fostering innovation and a more dynamic financial ecosystem.

3. Risk Management: Improved data sharing can lead to better systemic risk assessment and management,
helping regulators and financial institutions identify and mitigate potential financial crises.

4. Market Efficiency: More comprehensive datasets can facilitate more accurate pricing of assets and better
allocation of capital, improving overall market efficiency.

5. Consumer Benefit: Enhanced Al applications can offer consumers better financial products, services, and
advice, boosting financial inclusion and literacy.

Balancing Act: Key Considerations for Policymakers

1. Privacy and Security: Policies must ensure that data sharing complies with stringent privacy regulations (e.
g., GDPR) to protect sensitive personal and financial information.

2. Data Standardisation and Quality: Encourage the development of common standards for data formats and
quality to ensure that exchanged data is usable and reliable for Al training.

3. Regulatory Oversight: Establish clear guidelines and oversight mechanisms to prevent misuse of shared
data, such as data monopolisation or anti-competitive practices.

4. Incentives for Participation: Provide incentives for firms to share data, such as tax breaks, funding for joint
Al research initiatives, or recognition for contributing to public data repositories.

5. Transparency and Accountability: Ensure that data-sharing practices are transparent, and firms are
accountable for how data is used, stored, and secured.

6. Public-Private Partnerships: Facilitate collaboration between public institutions, private firms, and research
organisations to create data-sharing frameworks that benefit the entire financial ecosystem.

Examples of Policy Measures

Legislative Measures: Creating laws that mandate data sharing in certain contexts, or provide a legal
framework that makes data sharing easier, more secure, and more compliant with privacy standards.

Business model

Question 20. Has Al changed your business model?
® Yes
No
Don’t know / no opinion / not applicable

Please explain how Al changed your business model:



5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Yes, the incorporation of Al has significantly changed the business model of financial advisors in several
ways. Here are some of the key transformations:

1. Enhanced Decision-Making and Efficiency

- Data Analysis: Al can process vast amounts of data much faster and more accurately than humans,
allowing financial advisors to make more informed and timely investment decisions.

- Predictive Analytics: Al-driven predictive models can forecast market trends, identify potential investment
opportunities, and assess risks more effectively, improving the overall decision-making process.

2. Personalisation of Services

- Client Insights: Al tools can analyse client data to gain deeper insights into their financial behaviours,
preferences, and goals. This enables advisors to offer highly personalised financial advice and tailored
investment portfolios.

- Robo-Advisors: Automated platforms, or robo-advisors, provide clients with personalised investment
recommendations based on algorithms, making financial advice more accessible to a broader audience,
including those with smaller assets.

3. Operational Efficiency

- Automation of Routine Tasks: Al can automate many routine tasks such as data entry, report generation,
and compliance checks, freeing up advisors to focus on more value-added activities like strategic planning
and client relationship management.

- Client Onboarding: Automated onboarding processes, Know- Your- Customer checks and documentation,
streamline workflows and reduce the time required for new client acquisition.

4. Risk Management

- Fraud Detection: Al can monitor transactions in real-time to detect and prevent fraudulent activities. It can
identify unusual patterns and flag potential risks, enhancing the security of financial transactions.

- Compliance: Al helps ensure regulatory compliance by continuously analysing data against current laws
and regulations, thereby reducing the risk of non-compliance and associated penalties.

5. Client Engagement and Retention

- Chatbots and Virtual Assistants: Al-powered chatbots can handle client inquiries 24/7, providing immediate
assistance and freeing up human advisors for more complex queries.

- Enhanced Communication: Personalised communication strategies powered by Al can improve client
engagement and satisfaction, fostering long-term relationships.

6. Market Agility

- Real-Time Insights: Al tools provide real-time insights into market conditions, enabling advisors to adapt
quickly to changing market environments and make proactive decisions.

- Scenario Analysis: Advanced Al models can simulate different market scenarios and stress tests, helping
advisors to prepare for various market conditions and protect client assets.

Question 21. Which parts of the value chain are being improved with Al?

Please explain and give examples when possible:
5000 character(s) maximum



including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Al is enhancing multiple parts of the financial advisor value chain, offering significant improvements in
efficiency, client service, and decision-making. Here are some key areas where Al can have an impact:

1. Client Acquisition and Onboarding

- Automated Know- your-customer and AML Checks: Al algorithms can quickly verify client identities and
complete anti-money laundering checks, reducing the time and cost associated with onboarding new clients.
- Client Profiling: Al can analyse potential clients' online behaviour and financial data to segment and target
them more effectively with personalised marketing efforts.

2. Portfolio Management

- Robo-Advisors: Al-powered robo-advisors provide automated, algorithm-driven financial planning services
with little to no human supervision.

- Algorithmic Trading: Al systems can execute trades based on complex algorithms designed to maximise
investment returns. These systems can process large volumes of data and react faster than human traders.

3. Risk Management

- Credit Risk Assessment: Al models can evaluate the creditworthiness of individuals and companies more
accurately by analysing a broader range of data points, including non-traditional data sources like social
media activity and payment histories.

- Fraud Detection: Al systems can monitor transactions in real-time to detect unusual patterns indicative of
fraudulent activity. Examples include machine learning models that flag potentially fraudulent transactions or
behaviours that deviate from a client's usual patterns.

4. Customer Relationship Management (CRM)

- Chatbots and Virtual Assistants: Al-powered chatbots can handle routine customer inquiries, book
appointments, and provide information about financial products and services, improving efficiency and client
satisfaction. Examples include virtual assistants like Erica from Bank of America.

- Client Sentiment Analysis: Al can analyse communication with clients (emails, calls, messages) to gauge
sentiment and satisfaction, allowing advisors to proactively address any potential issues.

5. Financial Planning and Advice

- Predictive Analytics: Al can analyse a client's financial data to predict future events such as cash flow
needs, retirement requirements, or potential life events that may impact their financial situation. This enables
personalised and proactive financial planning.

- Scenario Analysis: Al-driven models can simulate various financial scenarios and their potential outcomes,
helping advisors and clients understand the risks and benefits of different investment strategies under
varying conditions.

6. Compliance and Reporting
- Regulatory Compliance

Question 22. Are there functions that cannot/would not be improved by Al?
® Yes
No
Don’t know / no opinion / not applicable



Please explain your answer to question 22 and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

While Al offers substantial improvements in many facets of financial advisory services, there are certain
functions where human financial advisors excel and Al may not be able to fully replicate or improve upon.
These areas often involve nuanced understanding, personal judgement, relationship-building, and complex
emotional intelligence. Here are a few examples:

1. Building Deep Client Relationships

- Emotional Intelligence: Financial advisory is not just about managing money; it also involves understanding
clients’ emotions, fears, and aspirations. Human advisors can empathise with clients and provide
reassurance during market downturns or personal financial crises. This emotional support is challenging for
Al to replicate.

- Trust and Rapport: Establishing trust and a strong personal rapport with clients is crucial for many advisory
relationships. While Al can provide data-driven insights, the trust that comes from a personal relationship is
something only a human advisor can offer.

2. Complex and Holistic Financial Planning

- Life Events and Personal Nuances: Human advisors can understand the broader context of a client’s life,
such as marriage, divorce, childbirth, death, and other significant life events. They can integrate this
understanding into customised financial plans that account for these unique circumstances.

- Holistic Advice: Financial planning often requires the integration of various aspects of a client’s life, such as
estate planning, tax strategy, insurance needs, and retirement planning. Human advisors can provide a
holistic approach that considers the interplay of these components in a way that an Al might not fully grasp.

3. Ethical and Moral Judgement

- Ethical Dilemmas: Financial advisors sometimes face ethical dilemmas that require a nuanced
understanding of right and wrong. While Al can be programmed with ethical guidelines, it lacks the moral
compass and discretion needed to navigate complex ethical issues in a nuanced manner.

- Conflict Resolution: Human advisors can mediate conflicts between clients or between a client and third
parties. This mediation often requires understanding complex interpersonal dynamics and finding mutually
acceptable solutions.

4. Tailored Client Education

- Personalised Education: Advisors often need to educate clients about financial concepts and strategies in a
way that is tailored to their level of knowledge and understanding. Human advisors can read cues, such as
confusion or interest, and adjust their explanations accordingly.

- An increasingly important part of the role of the financial; adviser is to help clients avoid common
behavioural biases and make better financial decisions. This requires personalised coaching and
understanding of individual client behavioural disposition, which Al may not be as effective at doing.

General purpose Al

For the purpose of this targeted consultation, respondents should consider general purpose Al as defined in the Al Act
(article 3(63)), i.e. meaning any “Al model, including where such an Al model is trained with a large amount of data
using self-supervision at scale, that displays significant generality and is capable of competently performing a wide
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range of distinct tasks regardless of the way the model is placed on the market and that can be integrated into a variety
of downstream systems or applications, except Al models that are used for research, development or prototyping
activities before they placed on the market’.

Question 23. Do you use general purpose Al models, including generative Al,
and their respective reference architectures?
® Yes
Not yet, but we plan to use general purpose Al models within the next 2 years
No
Don’t know / no opinion / not applicable

Please explain why you want to opt for these Al models in your organisation:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Yes, it is quite likely that financial advisors will embrace off-the-shelf Al models in their work. Reasons
include:

1. Efficiency: Al models can automate routine tasks such as data analysis, portfolio management, and client
communication, freeing up financial advisors to focus on more complex and qualitative aspects of their work.
2. Data-Driven Insights: Al can analyse vast amounts of data quickly and uncover patterns or trends that
might be difficult for humans to detect, leading to more informed decision-making.

3. Personalisation: Al can help create more personalised financial plans by analysing individual client data
and preferences, thereby enhancing client satisfaction.

4. Cost-Effectiveness: Using pre-built Al models can be more cost-effective than developing custom
solutions from scratch, especially for smaller firms.

5. Regulatory Compliance: Some Al models are designed to help ensure compliance with regulatory
standards, which can be a significant advantage in the highly-regulated financial industry.

Question 24. How do you plan to operationalise and adopt general
purpose Al at scale?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Operationalising and adopting general-purpose Al at scale in the financial advisory sector involves several
strategic steps. Financial advisors need to integrate Al in a way that enhances their services while
maintaining regulatory compliance and client trust:

1. Needs Assessment and Strategy Development:

- Identify Key Use Cases: Determine where Al can add the most value, such as portfolio management, risk
assessment, client interaction, fraud detection, and market analysis.

- Set Clear Objectives: Define what success looks like. This could be improved client satisfaction,
increased operational efficiency, or enhanced investment performance.

2. Infrastructure and Technology:

- Select Appropriate Models: Choose off-the-shelf Al models that align with identified use cases or
consider custom solutions if specific needs are unique or complex.

- Invest in Technology Infrastructure: Ensure robust IT infrastructure to support Al integration, including
data storage, computational power, and cybersecurity measures.

- Integration with Existing Systems: Seamlessly integrate Al solutions with current financial software, CRM
systems, and other tools to ensure smooth operations.

3. Data Management:

- Quality Data Collection: Gather high-quality, relevant data to train and feed into Al models. Clean and pre-
process data to remove inaccuracies and biases.

- Data Governance: Implement strong data governance policies to ensure data privacy, security, and
compliance with regulatory standards.

4. Skill Development and Training:

- Upskill Workforce: Provide training for financial advisors and support staff to effectively use Al tools and
understand the insights generated.

- Cross-Functional Teams: Create teams combining financial experts and data scientists to bridge the gap
between financial advisory practice and Al capabilities.

5. Change Management:

- Stakeholder Engagement: Communicate the benefits and changes Al will bring to all stakeholders,
including employees and clients, to gain their buy-in.

- Phased Implementation: Start with pilot projects to test Al capabilities and refine processes before scaling
up to full deployment.

6. Continuous Monitoring and Improvement:

- Performance Tracking: Regularly monitor the performance of Al systems to ensure they meet defined
objectives. Use key performance indicators (KPIs) to track success.

- Feedback Loops: Establish mechanisms for continuous feedback and improvements. Update models and
strategies based on performance data and stakeholder feedback.

7. Compliance and Ethical Considerations:
- Regulatory Compliance: Ensure all Al applications comply
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Question 25. How does the increasing availability of general purpose
Al models, including generative Al applications, impact the need to access

new datasets?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

The increasing availability of general-purpose Al models, including generative Al applications, significantly
impacts the need to access and leverage new datasets in financial advisory work:

1. Enhanced Decision-Making:

- Al-Driven Insights: General-purpose Al models can process and analyse large and diverse datasets to
provide deeper and more accurate insights. This can help financial advisors make better investment
decisions and identify new opportunities.

- Real-Time Data Analysis: With access to real-time data, Al models can continuously update predictions
and recommendations, allowing financial advisors to respond swiftly to market changes.

2. Risk Management:

- Broader Risk Assessment: Access to new datasets enables Al models to consider a wider range of
factors, including alternative data sources like social media sentiment, geopolitical events, or environmental
factors, thereby improving risk assessment and management.

3. Personalised Client Services:

- Tailored Recommendations: Al models can analyse client-specific data (financial history, goals, risk
appetite) alongside broader market datasets to generate highly personalised investment advice.

- Enhanced Client Profiles: New datasets, such as behavioural data, can help create more comprehensive
client profiles, leading to better understanding and anticipation of client needs.

4. Operational Efficiency:
- Automated Data Processing: Generative Al applications can automate the collection and processing of
vast amounts of data from different sources, reducing the manual workload and potential for human error.
- Scalability: As financial firms scale, the ability to integrate and analyse new datasets efficiently with Al
applications supports sustainable growth without a proportional increase in costs.

5. Innovation and Competitiveness:

- New Product Development: Access to diverse datasets enables the development of innovative financial
products and services that can cater to emerging trends and client needs.

- Competitive Edge: Firms that effectively leverage new datasets through advanced Al models can gain a
competitive advantage by offering more accurate, timely, and relevant advice compared to those relying on
traditional datasets.

6. Compliance and Regulatory Analysis:

- Regulatory Compliance: Al can help monitor compliance by analysing relevant regulatory data alongside
internal operations data, ensuring adherence to financial regulations.

- Fraud Detection: Generative Al models can analyse transaction data and other financial activities to
identify unusual patterns and potential fraud, enhancing security measures.
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Question 26. Compared to traditional Al systems such as supervised
machine learning systems, what additional opportunities and risks are
brought by general purpose Al models?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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General-purpose Al models, including generative Al, offer additional opportunities and risks compared to
traditional Al systems such as supervised machine learning. Here's a breakdown:

Opportunities:

1. Versatility:

- Broader Applications: General-purpose Al models can be applied to a wider range of tasks, from natural
language processing to complex decision-making processes, enabling financial advisors to use a single
system for multiple functions.

- Adaptability: These models can adapt to different tasks with minimal retraining, making it easier to
implement new strategies or respond to changing market conditions.

2. Enhanced Data Utilisation:

- Integrative Analysis: General-purpose Al can integrate and analyse data from various sources (financial,
social media, news reports, etc.), providing more comprehensive insights.

- Unstructured Data Handling: They can effectively process unstructured data such as text and images,
which traditional supervised learning systems might struggle with, offering richer and more diverse insights.

3. Creative Solutions:

- Pattern Recognition: Generative Al can identify patterns and relationships that may not be immediately
apparent, uncovering new investment opportunities or market trends.

- Scenario Simulation: These models can simulate various market scenarios and generate possible
outcomes, aiding in more robust risk assessment and strategic planning.

4. Enhanced Client Interaction:
- Natural Language Processing: General-purpose Al can improve customer service through better
understanding and generation of human language, enhancing communication and personalising interactions.
- Advanced Advisory Tools: They can provide more sophisticated tools for financial planning and
management, improving the client experience.

Risks:

1. Complexity and Interpretability:
- Opaque Decision-Making: General-purpose Al models, especially deep learning models, often function
as black boxes, making it difficult to understand how they arrive at specific recommendations or decisions.
- Regulatory Challenges: This lack of transparency can pose significant challenges in a highly regulated
industry like finance, where explainability and accountability are crucial.

2. Data Dependency:

- Data Quality Concerns: The effectiveness of Al is heavily dependent on the quality and diversity of data
inputs. Poor or biased datasets can lead to inaccurate or prejudiced outcomes.

- Data Security: Handling and integrating vast amounts of data increases the risk of data breaches and the
need for robust data security measures.
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Question 27. In which areas of the financial services value chain do you think
general purpose Al could have a greater potential in the short, medium and
long term?

Please explain and give examples when possible:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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General-purpose Al is likely to have varying impacts across different areas of the financial services value
chain over the short, medium, and long term.

Short Term (1-2 years):

1. Customer Service and Support:

- Chatbots and Virtual Assistants: Al-driven chatbots can handle customer inquiries, provide real-time
support, and improve customer engagement with personalised interactions.

- Client Onboarding: Automation of the onboarding process through Al-driven Know Your Customer
verification and document processing.

2. Fraud Detection and Compliance:

- Anomaly Detection: Al models can be deployed to detect suspicious activities and potential fraud by
analysing transaction patterns in real-time.

- Regulatory Compliance: Automating compliance checks using Al to ensure adherence to evolving
regulatory requirements can streamline operations.

3. Investment Recommendations:
- Robo-Advisors: Al-powered robo-advisors can offer personalised investment advice based on individual
client data, enhancing accessibility to financial planning.

Medium Term (3-5 years):

1. Risk Management:

- Predictive Analytics: Leveraging Al to predict market trends, assess risks, and optimise portfolio
management can significantly enhance decision-making capabilities.

- Stress Testing: Al models can simulate various economic scenarios to test the resilience of financial
institutions, improving risk assessment.

2. Personalised Financial Products:
- Custom Product Offerings: Al can analyse customer data to develop tailored financial products that meet
specific needs and preferences, increasing customer satisfaction and loyalty.

3. Operational Efficiency:
- Process Automation: Automation of back-office operations through Al can reduce costs and improve
efficiency in areas like transaction reconciliation.

Long Term (5+ years):

1. Strategic Decision Making:

- Al-Driven Insights: Advanced Al models can provide strategic insights for long-term planning, mergers
and acquisitions, and market positioning by analysing vast datasets and identifying emerging trends.

- Dynamic Pricing Models: Utilising Al to develop dynamic pricing strategies based on real-time market
conditions and customer behaviour.

2. Holistic Financial Management:

- Lifestyle Integration: Al could integrate financial management into daily life through the Internet of Things
(loT) and smart devices, providing seamless financial insight and decision support.

- Comprehensive Financial Health Monitoring
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Al Governance in relation to non-high risk use cases, and which are not
subject to specific requirements under the Al Act

Question 28. Have you developed, or are you planning to develop an
Al strategy or other relevant guidelines within your organisation for the use
of Al systems?
® Yes
No
Don’t know / no opinion / not applicable

Please explain which Al strategy or other relevant guidelines you have

developed, or are planning to develop:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 29. Have you put in place or are you planning to put in place
governance and risk management measures to ensure a responsible and
trustworthy use of Al within your organisation?
® Yes
No
Don’t know / no opinion / not applicable

Please explain which governance and risk management measures you have

put in place or you are planning to put in place:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.



Yes, financial advisors should put in place or plan to implement governance and risk management measures
to ensure the responsible and trustworthy use of Al within their organisations. Here’s why and how they can
do it:

Why Governance and Risk Management is Crucial:

1. Regulatory Compliance:
- Adhering to Laws and Regulations: Financial services are highly regulated, and the use of Al introduces
new compliance challenges. Proper governance ensures that Al use adheres to legal standards.

2. Ethical Considerations:

- Bias and Fairness: Al systems can inadvertently perpetuate biases present in training data. Governance
frameworks can help identify, mitigate, and monitor bias to promote fairness.

- Transparency and Accountability: Stakeholders need to understand how Al systems make decisions.
Clear governance promotes transparency and accountability, maintaining client trust.

3. Risk Management:

- Operational Risks: Al systems can fail or produce inaccurate outputs. Risk management measures
identify these risks and create strategies for mitigation.

- Reputational Risks: Misuse or failures of Al systems can damage an organisation’s reputation.
Governance ensures that Al implementation aligns with the company's values and commitment to clients.

4. Data Privacy and Security:
- Protecting Sensitive Information: Financial advisors handle highly sensitive data. Governance
frameworks ensure that data is used responsibly, complying with privacy laws like GDPR.

2 How to Implement Governance and Risk Management:

1. Establish Clear Policies and Procedures:

- Al Ethics Guidelines: Develop and adopt ethical guidelines for Al use, clearly delineating acceptable and
unacceptable use cases.

- Standard Operating Procedures (SOPs): Create SOPs for the development, deployment, and monitoring
of Al systems.

2. Form Dedicated Oversight Committees:

- Al Ethics Committee: Establish a committee responsible for overseeing Al ethics, ensuring that Al use
aligns with organisational values and ethical standards.

- Risk Management Team: Form a team to continuously assess and manage Al-related risks, including
data security, operational risks, and compliance issues.

3. Continuous Monitoring and Evaluation:
- Performance Metrics: Define metrics to evaluate the performance and impact of Al systems regularly.
- Audits and Reviews: Conduct periodic audits and reviews of Al systems to ensure they operate as
intended and adhere to governance frameworks.

4. Training and Awareness:
- Employee Training: Train employees on the implications of Al use.




Forecasts

Question 30. What are the main evolutions to be expected in Al in finance?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.



Al in finance is a rapidly evolving field, and several key developments are likely to shape its future. Here are
some main evolutions that we can anticipate:

1. Enhanced Predictive Analytics:

- High-Frequency Trading: Al algorithms will become more sopbhisticated, capable of processing vast
datasets in real-time to identify and capitalise on fleeting market opportunities.

- Market Forecasting: Improvements in Al models will lead to more accurate predictions of market trends,
helping investors and financial institutions make better-informed decisions.

2. Advanced Credit Risk Assessment for loan applications:

- Alternative Data Sources: Al will utilise unconventional data, such as social media activity and other digital
footprints, to provide a more comprehensive credit assessment.

- Dynamic Scoring Models: Continuous learning models will update credit scores in real-time based on new
data, providing more accurate assessments of credit risk.

3. Automated Financial Advice:

- Personalised Wealth Management: Robo-advisors will become more advanced, offering highly
personalised investment strategies based on an individual's financial situation, goals, and risk tolerance.
- Comprehensive Financial Planning: Al systems will integrate various aspects of personal finance, from
budgeting to investing, to offer holistic financial planning advice.

4. Enhanced Fraud Detection and Cybersecurity:

- Behavioural Analytics: Al will analyse patterns in user behaviour to detect anomalies and potential fraud
more effectively.

- Real-Time Threat Detection: Advances in machine learning will enable real-time identification and
mitigation of cyber threats, enhancing the security of financial transactions.

5. Regtech (Regulatory Technology):

- Automated Compliance: Al will streamline compliance processes, automatically checking transactions
against regulatory requirements to ensure adherence.

- Al-Driven Audits: Real-time auditing powered by Al will provide continuous monitoring of financial activities,
reducing the risk of regulatory breaches.

6. Blockchain and Al Integration:

- Smart Contracts: Al will enhance the functionality of blockchain-based smart contracts, making them more
adaptive and intelligent.

- Decentralised Finance (DeFi): Al can facilitate the automation and optimisation of decentralised financial
services, providing more accessible and efficient financial products.

7. Enhanced Customer Experience:

- Virtual Financial Assistants: Al-driven virtual assistants will provide more sophisticated interactions, helping
customers manage their finances, answer queries, and perform transactions effortlessly.

- Sentiment Analysis: Al will analyse customer feedback and interactions to assess sentiment
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Question 31. Which financial services do you expect to be the most impacted
by Al?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Al is poised to have a significant impact across various sectors within financial services. The following areas
are most likely to be profoundly impacted:

1. Investment Management:

- Robo-Advisors: Al-driven robo-advisors are transforming investment management by providing
personalised investment strategies based on individual client profiles.

- Quantitative Trading: Al algorithms excel in high-frequency trading and predictive analytics, enabling firms
to capitalise on market opportunities with unprecedented speed and accuracy.

2. Banking:

- Customer Service: Al-powered chatbots and virtual assistants are increasingly handling customer inquiries,
providing 24/7 support and personalised banking experiences.

- Fraud Detection: Al systems are enhancing fraud detection capabilities by analysing transaction patterns
and identifying anomalies in real-time, thereby reducing fraudulent activities.

3. Lending:

- Credit Scoring: Al is revolutionising credit scoring by utilising alternative data sources to assess
creditworthiness, making loans accessible to a broader population.

- Loan Underwriting: Automated underwriting processes powered by Al reduce the time and cost associated
with loan approval, improving efficiency and customer satisfaction.

4. Insurance:

- Claims Processing: Al is automating claims processing, from initial claim submission to approval, reducing
the time and manual effort required.

- Risk Assessment and Pricing: Al models can analyse vast amounts of data to provide more accurate risk
assessments and pricing, leading to more tailored insurance products.

5. Wealth Management:

- Personalised Advice: Al enables the creation of highly personalised financial planning and investment
advice, catering to an individual’'s specific financial goals and circumstances.

- Portfolio Optimisation: Advanced Al techniques can help in dynamically rebalancing portfolios to optimise
returns while managing risk, based on real-time data.

6. Regulatory Compliance:

- RegTech Solutions: Al solutions can automate compliance processes, ensuring that financial institutions
meet regulatory requirements efficiently.

- Real-Time Monitoring: Continuous monitoring of transactions and activities through Al systems can help in
identifying and mitigating potential compliance issues proactively.

7. Payment Processing:

- Fraud Prevention: Al plays a critical role in detecting and preventing fraudulent transactions in real-time
during payment processing.

- Transaction Efficiency: Al can optimise payment routing and transaction processing, ensuring quicker and
more reliable payment services.




Question 32. Do you have any additional information to share?

Please explain and give examples when possible:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

The financial adviser can through their expertise minimise any potential negative influences associated with
the use of Al by, inter alia, spotting anomalies in output produced by Al; advising clients on the advantages
of Al but importantly pointing out and helping clients to navigate through its potential deficiencies. This
highlights the importance of the professionalisation of financial advising.

Part 2: Questions related to specific use cases in financial
services

Question 34. In which sector(s) are you using Al?

Please select as many answers as you like

Banking and payments
Market infrastructure
Securities markets
Insurance and pensions
Asset management

/I Other

Questions per sector

Other

Question OTHER 1. For which use case(s) are you using/considering

using Al?

Examples: accounting, financial planning, credit rating, etc.

Please explain and give examples when possible:
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5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Financial planning

Question OTHER 2. What are the opportunities that Al brings to your use
case?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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1. Personalised financial advice: Al can analyse vast amounts of customer data to provide tailored financial
advice based on individual goals, risk tolerance, and financial situation. This can help financial advisors offer
more personalised recommendations to clients.

2. Efficiency in data analysis: Al algorithms can quickly analyse large datasets to identify trends, patterns,
and correlations, helping financial advisors make informed decisions based on data-driven insights.

3. Portfolio optimisation: Al tools can assist in optimising investment portfolios by evaluating risk levels,
diversification, and potential returns, enabling financial advisors to build more effective investment strategies
for their clients.

4. Risk management: Al can help financial advisors assess and manage risks by predicting market trends,
identifying potential risks, and providing early warnings of potential market fluctuations or anomalies.

5. Automation of routine tasks: Al can automate repetitive tasks such as data entry, document verification,
and compliance checks, allowing financial advisors to focus on higher-value activities like client engagement
and the more strategic aspects of financial planning.

6. Regulatory compliance: Al can assist financial advisors in staying compliant with changing regulations by
monitoring transactions, flagging suspicious activities, and ensuring that client data is handled securely and
in accordance with regulatory requirements.

7. Enhanced customer experience: Al-powered chatbots and virtual assistants can provide 24/7 customer
support, answering client queries, scheduling appointments, and providing basic financial guidance,
enhancing the overall customer experience.

8. Continuous learning and improvement: Al can be used to analyse client feedback, track investment
performance, and adjust financial plans in real-time, enabling financial advisors to continuously improve their
services and adapt to changing market conditions.

Question OTHER 3. What are the main challenges and risks that Al brings to
your use case (e.g discrimination, opacity of the Al application developed,
difficult to control/supervise it, etc.)?

Please explain and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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1. Data privacy and security: Handling sensitive financial data poses risks in terms of data breaches,
unauthorised access, or misuse of data. Ensuring data privacy and security when utilising Al technology is a
significant challenge for financial advisors. For example, the explicit consent of a client may/ will be required
if their data is used to train Al.

2. Bias and fairness: Al algorithms may inadvertently perpetuate biases present in historical data, potentially
leading to discriminatory outcomes or unfair treatment of certain demographic groups in the financial
planning process. Addressing and mitigating bias in Al systems is a critical challenge. In addition, from the
point of view of training data using Al there needs to be confidence in the database accessed to train the
data and to produce a solution. In this regard there is a strong argument for a ‘comprehensive’ database (Is
EU regulatory intervention required in this regard?) thus potentially reducing bias in terms of data availability
both to train the Al and produce a solution tailor-made towards a particular client.

3. Transparency and explainability: Al models can be complex and opaque, making it challenging for
financial advisors to understand the reasoning behind Al-generated recommendations. Ensuring
transparency and explainability in Al decision-making processes is crucial for building trust with clients.

4. Regulatory compliance: Financial advisors using Al must navigate complex regulatory frameworks
governing data privacy, ethical Al usage, and financial services. Ensuring compliance with regulations while
leveraging Al tools poses a challenge in the financial planning process.

5. Trust and accountability: Clients may be hesitant to rely on Al-driven financial advice due to concerns
about the accuracy, reliability, or accountability of Al systems. Building trust and ensuring accountability for
Al-generated recommendations is a key challenge for financial advisors.

6. Integration with existing systems: Integrating Al technologies into existing financial planning processes
and platforms can be complicated and resource-intensive. Ensuring seamless integration with legacy
systems is a significant challenge for financial advisors adopting Al.

7. Skills and expertise: Financial advisors may require specialised training and expertise to effectively
leverage Al tools in the financial planning process. Bridging the skills gap and upskilling staff to work with Al
technologies present challenges for financial advisory firms.

8. Over-reliance on automation: While Al can enhance efficiency and decision-making, there is a risk of over-
reliance on automation leading to a lack of human oversight or judgment in the financial planning process.
Balancing automation with human expertise poses a challenge for financial advisors utilising Al.

9. Al is currently very energy hungry. There needs to consideration that processes be put in place that
access to databases be available for financial planning in circumstances only where it can be demonstrated
that they are powered through renewable energy (for instance).

10. It is arguable that because of data privacy concerns and also the importance of ESG-compliance for
financial advising that the European Union could define appropriate standards of data protection and ESG-
compliance in order for financial advisers to get access to financial databases.
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Question OTHER 4. What is the main barrier to developing Al in your use
case (e.g. lack of skills and resources, readiness of the technology, high
regulatory costs for compliance with the relevant frameworks, etc.)?

Please explain and give examples when possible:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

One of the principal barriers for financial advisors in developing Al for financial planning is the lack of skills
and resources. Many financial advisors may not have the necessary expertise or experience in Al
technology to effectively implement it in their practice, particularly in smaller firms and in the case of sole
traders. Additionally, acquiring the resources, such as the necessary software and infrastructure, can be
costly and time-consuming from a search perspective.

Another barrier is the readiness of the technology itself. Al technology for financial planning is still relatively
new and may not be fully developed or reliable enough to meet the complex needs of financial advisors and
their clients. This lack of maturity in the technology may make financial advisors hesitant to fully embrace Al
in their practice.

Finally, high regulatory costs for compliance with relevant frameworks can also be a barrier. Implementing Al
in financial planning brings with it a range of ethical and regulatory considerations that financial advisors
must navigate. Ensuring compliance with these regulations can be a costly and time-consuming process,
which may deter financial advisors from investing in Al technology.

Question OTHER 5. Does Al reduce or rather increase bias and
discrimination in your use case?
® Yes
No

Don’t know / no opinion / not applicable

Please explain your answer to question OTHER 5 and give examples when

possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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From the perspective of the financial advisor, Al can both reduce and increase bias in the financial planning
process, depending on how it is implemented and used. Here are some ways in which Al can impact bias in
financial planning:

1. Reduction of Bias: One of the key advantages of Al in financial planning is its ability to analyse vast
amounts of data objectively and make decisions based on that data, without being influenced by emotions or
personal biases. Al can help identify patterns and trends that human advisors may overlook, leading to more
informed and unbiased recommendations for clients.

For example, Al-driven algorithms can analyse historical market data, economic indicators, and individual
financial profiles to recommend optimal investment strategies tailored to each client's unique needs and risk
tolerance. By removing human biases from the decision-making process, Al can potentially lead to more
consistent and beneficial outcomes for clients.

2. Increase of Bias: On the other hand, Al systems are only as unbiased as the data they are trained on. If
the data used to train Al algorithms is biased or incomplete, it can result in the perpetuation of existing
biases or the introduction of new biases into the financial planning process.

For instance, Al algorithms that are trained on historical market data may inadvertently learn biases present
in that data, leading to discriminatory outcomes or skewed recommendations. Additionally, the algorithms
themselves may contain inherent biases based on the assumptions and preferences of their creators, which
can further perpetuate bias in the financial planning process.

Question OTHER 6. Has general purpose Al opened new possibilities or risks
in your use case?
® Yes
No
Don’t know / no opinion / not applicable

Please explain your answer to question OTHER 6 and give examples when

possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.



General-purpose Al has the potential to open up new possibilities for financial advisors in the financial
planning process, as well as introduce new risks. Here are some ways in which general-purpose Al can
impact financial advisors:

1. New Possibilities:

- Advanced Data Analysis: Such Al can analyse vast amounts of data at an unprecedented speed and
accuracy, allowing financial advisors to gain deeper insights into market trends, individual client preferences,
and investment opportunities. This can enable more personalised and tailored financial planning advice for
clients.

- Automation of Routine Tasks: Such Al can automate routine administrative tasks, such as client
communication, data entry, and portfolio rebalancing, freeing up financial advisors to focus on higher-value
activities like strategic planning and client relationship-building.

- Enhanced Risk Management: Such Al can help financial advisors better assess and mitigate risk by
predicting market fluctuations, identifying potential vulnerabilities in investment portfolios, and recommending
proactive risk management strategies.

2. New Risks:

- Ethical Concerns: General purpose Al raises ethical concerns related to data privacy, transparency, and
accountability. Financial advisors must ensure that Al algorithms are used ethically and are transparent in
their decision-making processes to maintain trust with clients.

- Dependency on Technology: There is a risk of over-reliance on Al technology, leading to complacency or
detachment from critical thinking and human judgment. Financial advisors must strike a balance between
leveraging Al capabilities and maintaining their expertise and intuition in financial planning.

- Security Vulnerabilities: Systems are susceptible to cybersecurity threats, such as data breaches, hacking,
and manipulation of algorithms. Financial advisors need to implement robust security measures to protect
sensitive client information and maintain the integrity of Al-driven financial planning processes.

Question OTHER 7. On whom do you rely for the development of your
Al solutions?

External providers

In-house applications

Partial collaboration with external providers

Don’t know / no opinion / not applicable

Please explain your answer to question OTHER 7 and give examples when

possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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The financial advisor profession may rely on a combination of external providers, in-house applications, and
partial collaboration with external providers for the development of Al solutions in the financial planning
process. Each approach has its own advantages and considerations:

1. External Providers:
Financial advisors may choose to rely on external providers, such as specialised tech companies or Al
software vendors for the development and implementation of Al solutions.

Example: A financial advisor may partner with a fintech company that specialises in Al-powered investment
algorithms to enhance the accuracy and efficiency of their portfolio management processes. By leveraging
the expertise of external providers, financial advisors can access cutting-edge Al capabilities without the
need for extensive in-house development.

2. In-House Applications:

Alternatively, financial advisors may opt to develop Al solutions in-house by building a dedicated team of
data scientists, programmers, and Al experts. Developing Al capabilities internally can provide greater
control over the customisation and integration of Al technology into existing financial planning processes.

Example: A financial advisory firm may establish an in-house Al research and development team to create
proprietary algorithms for risk assessment, asset allocation, and financial forecasting. By building in-house
Al applications, financial advisors can tailor Al solutions to meet the specific needs and preferences of their
clients.

3. Partial Collaboration with External Providers:

Financial advisors may also choose a hybrid approach by partially collaborating with external providers while
maintaining some in-house development capabilities. This model allows financial advisors to leverage
external expertise and resources for certain Al solutions while retaining control over critical aspects of Al
development and implementation.

Example: A financial advisory firm may collaborate with a specialised Al vendor to deploy a robo-advisor
platform for automated investment recommendations, while also developing proprietary Al tools for
personalised financial planning strategies. This collaborative approach combines the strengths of external
providers with in-house innovation to deliver comprehensive Al solutions for clients.

Part 3: Al Act

In December 2023 the European Parliament and the Council reached a provisional political agreement on the first
comprehensive Al framework, put forward by the Commission on 21 April 2021. The regulation was adopted by the
European Parliament on 13 March 2024 and will enter into force later this spring once it has been published in the
Official Journal of the EU. This horizontal acquis is applicable across all economic sectors.

The Al Act defines an Al system as “a machine-based system designed to operate with varying levels of autonomy, that
may exhibit adaptiveness after deployment and that, for explicit or implicit objectives, infers, from the input it receives,
how to generate outputs such as predictions, content, recommendations, or decisions that can influence physical or
virtual environments”. Recital 11 further sets out the reasons for this definition, notably setting out that it is based on
key characteristics that distinguish it from simpler traditional software systems of programming approaches.

The Al Act will establish two high risk use cases for the financial sector:
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1. Al systems intended to be used to evaluate the creditworthiness of natural persons or establish their credit
score, with the exception of those Al systems used for the purpose of detecting financial fraud

2. Al systems intended to be used for risk assessment and pricing in relation to natural persons in the case of life
and health insurance.

The aim of this section is to identify which are your specific needs in order for the Commission to be able to adequately
assist you with appropriate guidance for the implementation of the upcoming Al framework in your specific market
areas, especially in particular to the high-risk use cases identified.

Scope and Al definition

Question 33. Which of the following use cases that could fall into the
categorisation of high-risk are potentially relevant to your activity?

Al systems intended to be used to evaluate the creditworthiness of natural
persons or establish their credit score

Al systems intended to be used for risk assessment and pricing in relation to
natural persons in the case of life and health insurance

Both

None

Don’t know / no opinion / not applicable

Question 35. Please explain the overall business and/or risk management
process in which the high-risk use case would be integrated and what

function exactly the Al would carry out:
5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 36. Are there any related functions Al would carry out which you
would suggest distinguishing from the intended purpose of the high-risk
Al systems in particular to the use cases identified in question 34?
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Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 36 and give examples when possible:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 37. Please explain why these functions would/should in your view not be covered by the high-risk
use cases set out in the Al act either because they would not be covered by the definition of the use case or by
relying on one of the conditions under article 6(3) of the Al Act and explaining your assessment accordingly
that the Al system would not pose a significant risk of harm if:

a) the Al system is intended to perform a narrow procedural task:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

b) the Al system is intended to improve the result of a previously completed

human activity:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

58



c) the Al system is intended to detect decision-making patterns or deviations
from prior decision-making patterns and is not meant to replace or influence
the previously completed human assessment, without proper human review:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

d) the Al system is intended to perform a preparatory task to an assessment

relevant for the purpose of the use cases listed in Annex Ill of the Al Act:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.
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Question 38. At this stage, do you have examples of specific Al applications

/use cases you believe may fall under any of the conditions from article 6(3)
listed above?

Please describe the use case(s) in cause and the conditions you believe they

may fall under:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 39. Based on the definition of the Al system, as explained above
(and in article 3(1) and accompanying recitals), do you find it clear if your
system would fall within the scope of the Al Act?
Yes
No, it is not clear/ easy to understand if it falls within the scope of the Al Act
® Don’t know / no opinion / not applicable

Al Act requirements

Question 40. Bearing in mind there will be harmonised standards for the
requirements for high-risk Al (Mandates sent to CEN-CENELEC can be
monitored here), would you consider helpful further guidance tailored to the
financial services sector on specific Al Act requirements, in particular
regarding the two high-risk Al use cases?
Yes
No
® Don’t know / no opinion / not applicable
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Financial legislation requirements

Question 41. Future Al high-risk use cases would also need to comply with
existing requirements from the financial legislation.

Would you consider helpful further guidance meant to clarify the supervisory
expectations for these use cases?
® Yes

No, the supervisory expectations are clear
Don’t know / no opinion / not applicable

Please explain why you would consider helpful further guidance and indicate
if it should be high-level and principles based or tailored to specific use
cases:

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Yes, Guidance would potentially be useful in the circumstances of new cases that may be subsequently
defined as high risk. The following principles should be considered in tailoring tany guidance that will
potentially be given:

1. Privacy concerns: Al systems may collect and process sensitive personal data raising concerns about
data privacy and security. There is a risk that this data could be misused, leaked, or accessed by
unauthorised parties.

2. Bias and discrimination: Al systems may inadvertently introduce biases into risk assessments based on
factors such as race, gender, or socioeconomic status. This could result in discriminatory practices leading
to unfair treatment of certain individuals.

3. Lack of transparency: The complexity of Al algorithms used in risk assessment can make it difficult to
explain the reasoning behind decisions. This lack of transparency may lead to mistrust among policyholders
who are not able to understand how their premiums are calculated or why certain risk factors are considered.

4. Inaccuracy and errors: Al systems may be prone to hallucinating and be susceptible to errors and
inaccuracies, especially when dealing with complex and uncertain data. Incorrect risk assessments could
result in policyholders being underinsured or overcharged for their insurance coverage.

5. Regulatory compliance: Where Al systems are used for risk assessment they must ensure compliance
with regulations, such as data protection laws, to safeguard personal information and prevent discriminatory
practices.

6. Dependence on technology: Relying solely on Al systems for risk assessment in life and health insurance
may lead to a lack of human oversight and decision-making. It is important to strike a balance between
automation and human intervention to ensure that ethical and fair decisions are being made.
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Question 42. There are other use cases in relation to the use of Al by the
financial services sector which are not considered of high-risk by the Al Act,
but which need to comply with the existing requirements from the financial
legislation.

Would you consider helpful further guidance meant to clarify the supervisory
expectations for these use cases?
Yes
No, the supervisory expectations are clear
® Don’t know / no opinion / not applicable

Question 43. Are you aware of any provisions from the financial acquis that
could impede the development of Al applications (e.g. provisions that
prohibit the use of risk management models which are not fully explainable
or the use of fully automated services for the interaction with consumers)?
Yes
No, | am not aware of any provision(s) of this kind
® Don’t know / no opinion / not applicable

Additional information

Should you wish to provide additional information (e.g. a position paper,
report) or raise specific points not covered by the questionnaire, you can
upload your additional document(s) below. Please make sure you do not
include any personal data in the file you upload if you want to remain
anonymous.

The maximum file size is 1 MB.
You can upload several files.
Only files of the type pdf,txt,doc,docx,odt,rtf are allowed

Useful links
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More on this consultation (https://finance.ec.europa.eu/regulation-and-supervision/consultations-0/targeted-

consultation-artificial-intelligence-financial-sector_en)

Consultation document (https://finance.ec.europa.eu/document/download/054d25f5-0065-488a-96fb-
2bb628c74e6f en?filename=2024-ai-financial-sector-consultation-document_en.pdf)

More on digital finance (https://finance.ec.europa.eu/digital-finance en)

More on the digital finance platform (https://digital-finance-platform.ec.europa.eu/)

Specific privacy statement (https:/finance.ec.europa.eu/document/download/698ef635-9053-43c2-b3a3-
709e18c1f88a_en?filename=2024-ai-financial-sector-specific-privacy-statement_en.pdf)

Contact

eu-digital-finance-platform@ec.europa.eu
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