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Abstract  

The arena of artificial intelligence (AI) is a rapidly changing one globally. One of the early users of artificial 

intelligence is the banking industry. Banks are conduct experiment with and applying technology in a diversity 

of ways. Every day, artificial intelligence improves and becomes smarter. 

The purpose of this study is to examine how artificial intelligence (AI) is used in the Indian banking industry 

and the difficulties that the subdivision has encountered in integrating AI. The study's objective is to 

investigate AI's applications in India's banking industry. The application of AI has had a significant impact, 

and it has benefited every customer. Due to the government's initiatives to promote financial inclusion and 

move India toward a digital economy, AI is essential for banking. This is only possible if India's financial 

sector uses AI extensively. The banking industry is set to experience a significant game-changing shift because 

to AI. 
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Introduction  

Every sector is evaluating its alternatives and implementing strategies to provide value in the technology-

driven environment. Artificial intelligence (AI) is quickly becoming the technology of choice for businesses 

all over the world to customise experiences for customers. The technology itself is improving and becoming 

smarter and smarter every day, more businesses to utilise AI for a variety of uses. The banking industry is one 

of the first to use AI. Additionally, banks are investigating and applying the technology in a variety of ways, 

much like other industries. One of the basic uses of AI is to make chat bots smarter for customer care, 

personalise services for each customer, and even install an AI robot for self-service at banks. 

Elsewhere these fundamental uses, banks can employ technology to increase back-office productivity and 

even lower fraud and security threats. This study also sheds light on the advantages and disadvantages of 

adopting artificial intelligence in the Indian banking industry. 
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Review of Literature  

 

Author Name  Year of Publication About Paper 

Dr.Simran 

Jewandah, 

2018 If the banking industry wants to 

stay current and competitive for 

offering quick services to its 

consumers, it can't ignore 

technology. Smart wallets, 

underwriting, voice-activated 

banking, applications to help 

with loan choices, customer 

assistance, and digitalization all 

employ AI to offer personalised 

financial services. It discusses 

the application of AI and how it 

affects India's biggest banks. AI 

has aided in fraud detection, cost 

savings, revenue growth, and 

improved customer experience. 

SBI, HDFC, ICICI, and Axis 

Bank were found to have 

embraced the digital age through 

the use of chat bots and robotic 

software. 

Sunil Kumar 

Srivastava, 

2018 This essay examines the 

development of AI from the 

beginning to the present. The 

late 1950s and early 1960s were 

devoted to the creation of broad 

approaches that could be 

employed across a variety of 

fields but weren't very effective 

until the late 1980s. AI has 

advanced over the past ten years 

thanks to advances in computer 

storage and processing power. 

Prominent academics have 

expressed worries about 

existential danger, safety, a halt 

in economic development, 

unemployment, etc. Through 

sectoral analyses of the 

healthcare, education, cyber 

security, law, finance, 

information surfing, 

transportation, virtual assistants, 

e-commerce, customer service, 

energy, etc., the global scenario 
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of AI application was 

investigated. Study was done on 

policy documents created by the 

US, UK, Japan, Singapore, and 

even China. The growth of AI in 

India was the report's climax. 

Several new businesses are 

offering AI know-how in 

industries including healthcare, 

e-commerce, banking, etc. 

Leading IT companies like TCS, 

IBM, and Infosys are advancing 

AI. India has a vast amount of 

information, but concerns with 

infrastructure development, 

policy and regulation, research 

and development, and human 

resource development need to be 

handled in cooperation with the 

government and businesses. 

Karippur Nanda 

Kumar & Pushpa 

Rani 

Balaramachandran, 

 2018 The issues that the retail banking 

sector has encountered as a 

result of disruptive technologies, 

including intelligent automation 

and competition from Fintech 

start-ups, are discussed in the 

paper. It places a strong 

emphasis on using robotic 

process automation (RPA) to 

preserve competitive advantage 

and boost profitability, 

consequently enhancing 

efficiency, accuracy, 24/7 

operations, lowering costs, and 

providing cutting-edge services 

and a better customer 

experience. To determine the 

use of RPA in the retail banking 

sector, the link between four 

independent factors—security 

and privacy; reliability; 

usefulness; and human-like 

interaction—was investigated. 

Dr.C.Vijai. 2019 This study builds on conceptual 

knowledge of AI, including its 

forms, historical evolution, and 

contribution to the expansion of 

the banking industry through the 

creation and support of various 
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regulatory bodies, enabling 

acceleration in the usage of 

latest technology like AI and 

block chain technology. The 

establishment of regulatory 

bodies, university research units 

by different stakeholders, and 

the presence of significant IT 

businesses in India have all 

contributed to India's rise as a 

tech centre. 

Mr.C.Vijay 2019 in his paper how Artificial 

Intelligence is used in the Indian 

banking sector, what are the 

benefits and what are the 

Challenges facing India‘s 

Artificial Intelligence. 

Development that Artificial 

Intelligence offers to FinTech 

and the different ways in which 

it can improve the operations of 

an Indian banking sector. 

Dr.Monica Sharma 2020 This study paper explains how 

the present use of AI in the 

banking sector has altered how 

banking is seen in India. Her 

research concentrated only on 

the idea of AI in the banking 

industry, how it has brought 

about revolutionary changes in 

banking, and its effects on 

human labour as well. 
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Objective of the Study 

1. To comprehend the purpose of artificial intelligence. 

2. To examine how AI has affected the expansion of the Indian banking sector. 

3. To investigate various difficulties encountered when adopting AI in the banking sector. 

4. To forecast the use of AI in the banking sector. 

 

Artificial Intelligence 

 

 

Artificial intelligence (AI) in Banking 

Machine learning or Artificial intelligence is a data analysis technique that automates the creation of analytical 

models. Machine learning is the process by which computers adapt their parameters or algorithms in response 

to new data without requiring human programming. It can be utilised in the banking business. Natural 

language generation (NLG) is the ability for technology to produce human-quality prose. It sorts through vast 

amounts of available data to produce a human-sounding response. NLG can take the form of speech or a 

multipage report summarising financial results. Natural language processing (NLP) refers to the ability of 

technology to use human communication, naturally spoken or written, as an input that prompts computer 

activity. 

 

POSITIVE IMPACTS OF AI FOR BANKING SECTOR 

AI can assist banks in understanding their clients' spending habits, developing tailored investment plans and 

helping consumers create budgets, and sending notifications about tips for monitoring investments and costs 

based on data. It is possible to track transactional and other data sources to better understand client behaviour 

and preferences. Massive amounts of data can be sorted through by artificial intelligence, which can then be 

used to spot patterns that human observers would miss. Fraud protection is one area where this capability is 

especially important. Many financial service providers use artificial intelligence and machine learning systems 

to identify fraud in real time. 
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Improvement in Online and Mobile Banking 

As 24/7 transactional tools, online and mobile banking are growing in popularity. AI gives banks access to 

client data, including precise demographics, website analytics, and records of both online and offline 

transactions. Machine learning can also combine and analyse data. 

Risk assessment process 

Artificial intelligence can handle and simplify this process by analysing pertinent data of the potential 

borrower. Artificial intelligence can combine & analyse data related to the most recent transactions, market 

trends, and most recent financial activities to identify the potential risks in giving the loan. The risk assessment 

process required when giving loans requires both accuracy & confidentiality, it is a very complex & critical 

process. 

Security & Swifting Transactions 

Artificial intelligence is designed to detect fraud in transactions based on a pre-defined set of rules, and the 

mobile app can detect any suspicious activity in the customer's account based on behaviour analysis. Any 

online transaction of a large amount from the customer's account which has a history of small transactions 

can be instantly detected. 

Protection in Personal Data 

Because cybercrime is on the rise quickly, artificial intelligence is essential for securing personal data. AI-

based fraud detection can foil such attempts. Therefore, AI has enormous potential for the banking and finance 

industries in the area of cyber security. Mobile app development services can help banks identify fraud and 

data breaches. 

Hedge Fund Trading & Management 

With the aid of AI-based mobile app solutions for the banking industry, hedge fund trading 

and management can be done while on the go. AI-related tools can retrieve real-time data from 

numerous financial markets around the world, and AI models can analyse different financial 

markets, so AI models can help users take decisions quickly. 

Offering High Security 

Banks and financial institutions can learn user behaviour and provide a personalised experience through an 

app. Banks can handle customer-oriented operations simply while avoiding the expense of hiring more 

workers. AI can provide high security to the banking sector. 

Shifting tasks from Humans 

Artificial intelligence (AI) can take over jobs that would otherwise be performed by humans, 

which lowers costs, speeds up reaction times, keeps humans informed of the most recent 

regulatory developments, and saves time by preparing reports. The Bank uses automated 

systems to respond to data requests from outside auditors as well as other programmes that do 

repetitive activities. 

Employee Effectiveness & Customer Experience 

Through personalised emails and other offerings, artificial intelligence increases employee productivity and 

improves the consumer experience. It boosts revenue, sales representatives' productivity, AI provides more 

accuracy and precision, all of these processes may be readily managed through computers, smartphones, and 

other mobile devices. AI can improve your clients' level of happiness with everything from cash transfers to 

bill payments, card management, and other support. 
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Identification of Fraudulent Transactions 

The finance sector is utilising machine learning to cut costs and increase profitability. This sector involves 

front- and back-office operations across numerous institutions. Machine learning algorithms can analyse 

thousands of data points in real time and flag transactions that are questionable or outright fraudulent, 

preventing many fraudulent claims. 

Increase in Efficiency, Accuracy 

A bank can determine the best combination of initial margin-reducing trades at a given time based on the 

degree of initial margin reduction in the past under various combinations of those trades thanks to artificial 

intelligence, which increases the efficiency, accuracy, and speed of mathematical calculations and can handle 

large amounts of data. 

Better Customer Support 

According to a number of pieces of research, clients voluntarily favour self-service solutions that let them talk 

with a virtual assistant as if it were a live customer service professional. The majority of top banks have 

already integrated virtual assistants into their mobile applications, voice response technologies, and quick 

website chat bots. Since artificial intelligence views every encounter as a teaching opportunity, chat bots 

(virtual assistants) continually improve while gaining user comprehension. AI enables virtual assistants to 

provide better customer service. Additionally, it enables sentiment analysis, allowing the virtual assistant to 

spot when people are getting impatient and immediately transfer them to a live representative. 

Enhanced Banking Services 

AI simplifies banking procedures while enhancing customer service capabilities. It enables banks to provide 

thorough digital support to customers in order to match their expectations. Precision and accuracy can be 

improved by artificial intelligence. AI may dramatically improve your clients' level of happiness in a variety 

of ways, including cash transfers, bill payments, card management, and other services. Desktop computers, 

smart phones, and other mobile devices make it simple to manage all of these tasks. 

Scam Recognition 

The banking industry is having difficulty identifying and reducing fraud due to the enormous growth of 

financial fraud. Several banks made an effort to pinpoint the causes and effective solutions, but they were 

unsuccessful. AI, on the other hand, makes it simpler to identify the elements involved in frauds and assist 

investigators. With cutting-edge fraud protection techniques, financial security is increased. Artificial 

intelligence can handle complex scenarios and fraud techniques in real time for the banking industry. By 

highlighting odd transactions, AI can identify fraud based on sophisticated data processing. Additionally, it 

feeds back into the customer's profile, creating a secure environment as a result. 

Advanced Data Analytics 

One of AI's key advantages is its capacity for complex automation of laborious jobs, which boosts 

productivity. AI is able to rapidly consume and process enormous amounts of data at an accelerated speed 

using a machine learning algorithm. Financial services become more efficient thanks to the incredible speed, 

opening the door for more consumer-specific offers. Furthermore, AI executes actions quickly while also 

making decisions more quickly. 

 

NEGATIVE IMPACTS OF AI FOR BANKING SECTOR 

High Costs 

Artificial intelligence (AI) is made up of sophisticated software programmes that need to be updated 

frequently to keep up with the demands of a changing environment. In the event of critical failures, the process 

to restore the system and recover lost codes may take a long time and cost a lot of money. 
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Bad Calls 

Artificial intelligence can learn and develop, but it currently lacks the capacity for judgement. When making 

decisions, humans are able to take into consideration unique circumstances and judgement calls, which is 

something that AI may never be able to achieve. Artificial intelligence (AI) might behave irrationally if it 

were to replace adaptive human behaviour. 

 

Distribution of Power 

There is a persistent worry that AI may replace or supplant humans. A small group of people with significant 

control over artificial intelligence may have a lot of power. As a result, AI poses a risk, denies humans agency, 

and dehumanises behaviour in a number of ways. 

Unemployment 

Widespread unemployment may result if machines take the place of humans in the workforce. Additionally, 

if AI usage spreads, people will become utterly reliant on technology and lose their capacity for original 

thought. Unemployment is a problem that society dislikes. People with nothing to do may use their minds in 

destructive ways. Artificial intelligence can significantly raise the unemployment rate, whether it be in the 

banking industry or any other. 

Irrational Behaviour in Ecosystems 

Humans can consider unique circumstances and judgement calls when making decisions, something that AI 

might never be able to do. Replacing adaptive human behaviour with AI may result in irrational behaviour 

within ecosystems of humans and things, despite the fact that artificial intelligence can learn and improve. 

Risky Factors 

Artificial intelligence (AI) carries the risk of taking control away from humans and dehumanising actions in 

various ways; if AI is placed in the wrong hands, it could pose a serious threat to humankind. If people start 

thinking destructively, they could wreak havoc with these sophisticated machines. 

Replacement of Workforce 

Artificial intelligence allows you to replace the workforce with machines that can lead to wide-

reaching unemployment, if the use of AI becomes rampant, people will be highly dependent 

on the machines & lose their creative power, Be it banking or any other sector, AI can increase 

the unemployment rate, Individuals with nothing to do can lead to the devastating use of their 

minds. 

Research Methodology: 

Exploratory research is the foundation of research. Based on main and secondary data, the current study. 

Customers of the largest commercial banks provide primary data in the form of questions pertaining to the 

use of AI to improve customer service. To gather information on user awareness, usage, and satisfaction with 

AI-enabled services, 100 customers were questioned. To ensure a thorough understanding of the topic and the 

veracity of the information, secondary data was gathered from a variety of sources, including scholarly 

journals, websites, and articles. 
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Findings of the Study 

1. Since both males and females equally use the apps of both banks, there is no gender disparity seen. 

However, the app was actively used by more male responders. 

2. Business people and service providers are well-versed in the app and frequent users 

3. While banking businesses were extremely unsatisfied with the user experience because they found the app 

difficult to use, poor customer care, refund issues, and transaction failure. 

4. Both banks' customers made extensive use of the fund transfer and bill payment services. However, SBI 

YoNo app's YoNo Cash feature was heavily used. Without an actual ATM card, this software offered fast 

cash withdrawals up to Rs. 10,000. Customers chose in-person visits over apps, thus they did not use the 

insurance or personal loan services.  

5. Despite being aware, some consumers choose not to use the app; therefore, banks must concentrate on 

converting them into active app users. 

6. Since regular customers are equally concerned about data security, account hacking, and other online scams, 

banks must make an effort to increase the volume of transactions made using this app in order to maximise 

utilisation. 
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CONCLUSION 

AI is steadily spreading throughout the banking sector to support financial services. People are more inclined 

to use digital means to manage their bank accounts and conduct transactions during times of social isolation 

and confinement. Given these benefits, it is almost a given that most banks and financial institutions would 

use AI to remain competitive and provide better customer service. However, a machine learning algorithm 

also has a number of drawbacks. The decision-making abilities may soon cause issues as it learns and develops 

further. Additionally, as the manual workforce is becoming scarcer, AI plays a crucial role in ensuring that 

banks can successfully serve their customers. We hope that our paper clarifies the inescapable requirement 

for AI to lessen the reliance on humans in the banking industry. 
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