
INTERNATIONAL JOURNAL OF NOVEL RESEARCH AND DEVELOPMENT (IJNRD) 
© 2026 IJNRD | Volume 11, Issue 7, July 2026 | ISSN: 2456-4184 | IJNRD.ORG 

 

IJNRD2607433 IJNRD - International Journal of Novel Research and Development (www.ijnrd.org) 

 

 

e370 

ARTIFICIAL INTELLIGENCE IN THE 

BANKING SECTOR 
 

Dr. Sadaf Khan 
Associate Professor, Faculty of Management and Commerce, SAM Global University, Raisen, Madhya 

Pradesh, India 

Kajal Yadav 
Assistant Professor, Faculty of Management and Commerce, SAM Global University, Raisen, Madhya Pradesh, 

India 

Umang Jain 
MBA IV Semester, Faculty of Management & Commerce, SAM Global University, Raisen, Madhya Pradesh, 

India Corresponding Author 

Abstract 
 

Artificial Intelligence (AI) has emerged as a transformative technology in the banking sector, enabling financial institutions 

to improve customer experience, enhance operational efficiency, strengthen risk management, and combat financial fraud. 

AI-powered technologies such as Machine Learning, Natural Language Processing, Predictive Analytics, and Robotic 

Process Automation are increasingly being utilized by banks across the world. This study examines the role of AI in 

banking, its applications, benefits, challenges, and future implications. The research is based on secondary data collected 

from scholarly journals, industry reports, and banking publications. The findings indicate that AI significantly improves 

decision-making, customer service, fraud detection, and cost efficiency while posing challenges related to data privacy, 

regulatory compliance, and ethical issues. The study concludes that AI will continue to shape the future of banking by 

creating more personalized, secure, and efficient financial services. 
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1. Introduction 
The banking industry has witnessed a significant transformation due to technological advances. In recent years, Artificial 

Intelligence has become one of the most influential technologies driving innovation in financial services. AI refers to 

computer systems capable of performing tasks that normally require human intelligence, including learning, reasoning, 

decision-making, and problem-solving. 

Banks are increasingly adopting AI to streamline operations, reduce costs, improve customer engagement, and strengthen 

security frameworks. AI applications range from virtual assistants and chatbots to credit assessment, fraud detection, and 

investment advisory services. 

2. Objectives of the Study 
1. To examine the concept and significance of AI in banking. 

2. To identify major applications of AI in the banking sector. 

3. To analyze benefits derived from AI implementation. 
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4. To evaluate challenges and risks associated with AI adoption. 

5. To explore future opportunities of AI in banking. 

 

3. Research Methodology 
This study is descriptive in nature and is based on secondary data collected from: 

 Research journals 

 Banking industry reports 

 RBI publications 

 Financial technology reports 

 Academic articles and books 

 

4. Literature Review 
Various studies suggest that AI enhances operational efficiency and customer satisfaction in banking. 

 AI helps banks automate repetitive tasks and improve accuracy. 

 Machine Learning models improve credit scoring and risk assessment. 

 AI-based fraud detection systems identify suspicious transactions in real time. 

 Chatbots and virtual assistants provide 24×7 customer support. 

Recent studies show that AI-driven banking solutions improve productivity while reducing operational costs and human 

errors. 

 

5 Applications of Artificial Intelligence in Banking 
 

5.1 Chatbots and Virtual Assistants 

Banks use AI-powered chatbots to provide instant customer support, answer queries, and assist in account management. 

Examples: 

 HDFC Bank EVA 

 SBI Intelligent Assistant (SIA) 

 Axis Bank virtual banking assistants 
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Benefits 

 24/7 availability 

 Faster response time 

 Reduced customer service cost 

 

5.2 Fraud Detection and Prevention 

AI systems analyze transaction patterns to identify fraudulent activities. 

Advantages 

 Real-time monitoring 

 Reduced financial losses 

 Enhanced cyber security 

AI-based fraud detection has become a core banking application due to increasing digital transactions.  

 

5.3 Credit Scoring and Loan Approval 

AI assists banks in evaluating borrowers by analyzing: 

 Credit history 

 Transaction behavior 

 Income patterns 

 Spending habits 

Benefits 

 Faster loan approval 

 Better risk assessment 

 Reduced non-performing assets (NPAs) 

 

5.4 Risk Management 

AI models help predict credit risk, market risk, and operational risk. 

Banks use predictive analytics for: 

 Early warning systems 

 Portfolio risk analysis 
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 Regulatory compliance 

 

5.5 Personalized Banking Services 

AI analyzes customer preferences and financial behavior to provide: 

 Customized product recommendations 

 Personalized savings plans 

 Investment advice 

This improves customer satisfaction and retention. 

 

5.6 Robotic Process Automation (RPA) 

RPA automates repetitive tasks including: 

 Data entry 

 Account opening 

 KYC verification 

 Report generation 

Benefits 

 Increased productivity 

 Error reduction 

 Cost savings 

6. Benefits of AI in Banking 

Benefit Description 

Improved Customer Service 24×7 support and personalized experience 

Fraud Prevention Real-time fraud detection 

Cost Reduction Automation lowers operational expenses 

Faster Decision Making AI analyzes large datasets quickly 

Better Risk Management Improved predictive capability 

Increased Efficiency Reduced manual intervention 
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7. Challenges of AI in Banking 
7.1 Data Privacy Issues 

Banks collect massive amounts of customer data. Protecting this data remains a significant challenge. 

7.2 Cybersecurity Risks 

Sophisticated cyber attacks can target AI systems. 

7.3 Regulatory Compliance 

Banks must comply with RBI, GDPR, and other regulations when implementing AI. 

7.4 High Implementation Cost 

Building AI infrastructure requires significant investment. 

7.5 Lack of Explainability 

AI algorithms sometimes function as "black boxes," making decisions difficult to interpret. 

 

8. Future of AI in Banking 
 

The future of AI in banking includes: 

 Hyper-personalized financial services 

 AI-driven wealth management 

 Voice banking 

 Predictive customer service 

 Advanced fraud prevention 

 Autonomous banking systems 

Generative AI and Large Language Models (LLMs) are expected to further transform banking operations and customer 

engagement. 

 

9. Findings 
1. AI significantly improves banking efficiency. 

2. Fraud detection becomes more accurate through Machine Learning. 

3. Customer experience improves through chatbots and personalization. 

4. AI reduces operational costs and manual effort. 
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5. Data privacy and regulatory concerns remain major challenges. 

6. Human oversight remains essential for critical financial decisions.  

10. Conclusion 

Artificial Intelligence is revolutionizing the banking sector by enhancing customer service, improving fraud detection, automating 

operations, and strengthening decision-making processes. Although challenges relating to privacy, ethics, and regulatory 

compliance exist, the benefits of AI substantially outweigh its limitations. Banks that effectively integrate AI technologies while 

maintaining transparency, security, and human oversight will gain a significant competitive advantage in the future financial 

ecosystem. 
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