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Biggest trends to impact banking according to industry executives in 2023

Financial leaders consistently picked the same trend that would help define the
banking industry in the new year, and the same applies to 2023. According to the
data, new technologies such as generative AI, blockchain, quantum computing,
cloud computing, VR/AR, APIs, IoT, and biometrics are expected to have the
biggest impact on banks in the next five years. 

In 2019, 42% of respondents highlighted new technologies as a key trend. This
figure rose sharply to 66% in 2020, reflecting the increasing importance of
technological advancements. Although there was a slight dip to 65% in 2021 and
further to 63% in 2023, new technologies remained the dominant trend. Originally,
this focus stemmed from Gen Z’s preference for technology and modern
infrastructure. By 2024, the shape of technology is expected to evolve further,
with generative AI and machine learning taking center stage.

Other notable trends include the changing customer behavior and demands for new
banking products and services, which varied between 24% and 34% over the years.
Regulation on digital and cloud technology saw a significant rise from 0% in 2019 to
42% in 2020, then slightly decreased to 38% in 2021 and 25% in 2023. The changing
competitive environment and the geopolitical, macroeconomic, or public
health environment also played notable roles but to a lesser extent compared to
new technologies.
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AI adoption rate in financial businesses worldwide in 2022 and 2025

The adoption rate of artificial intelligence (AI) is expected to grow in companies
operating in the finance sector from 2022 to 2025. In 2022, nearly half of executives
(46%) expected their companies to have widescale adoption of AI. However, by
2025, the focus shifts significantly, with a sharp increase in executives (43%)
anticipating AI to be critical for their operations.

Specifically, the percentage of companies not using AI at all is expected to decrease
from 6% in 2022 to just 3% in 2025, indicating a move towards at least some level
of AI adoption. Companies piloting AI use cases are expected to drop slightly from
14% in 2022 to 10% in 2025, suggesting a transition from experimentation to more
established usage patterns.

Limited adoption is predicted to decrease modestly from 25% in 2022 to 22% in 2025,
reflecting a maturation in AI integration. Notably, widescale adoption is expected to
see a significant decrease from 46% in 2022 to 21% in 2025, which correlates with
the expected increase in the critical implementation of AI, as companies move from
broad adoption to recognizing AI as an essential, core technology.
Overall, these projections indicate a strategic shift in the finance sector's approach to
AI, with a clear trend towards deeper, more critical integration of AI technologies by
2025.
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Leading banks in artificial intelligence (AI) readiness in the Americas and
Europe in 2023

Among the largest banks in the Americas and Europe, Capital One achieved the
highest artificial intelligence (AI) readiness index in 2023. This ranking was
determined based on a comprehensive evaluation of several key factors: patent
applications, partnership and licensing agreements, dealmaking activity, acquisitions,
the presence of key personnel, product launches, and insights from earnings
transcripts. 

Capital One led the ranking with an impressive score of 90.91. Following closely
behind was JPMorgan Chase, which secured the second position with a score of 89.48,
underscoring its robust AI integration and strategic initiatives in this domain. The
Royal Bank of Canada was positioned third, with a notable overall score of 73.66,
reflecting its significant efforts and advancements in AI readiness.

Other prominent banks that featured in the ranking included TD Bank with a score of
60.35, ING with 45.46, and Citi with 37.49. Additionally, HSBC, UBS, BNP Paribas, and
BBVA were also recognized for their AI readiness, with scores of 37.12, 37.03, 36.54,
and 36.26 respectively.
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Market size of generative artificial intelligence (AI) in the financial services
industry in 2022, with forecasts from 2023 to 2032 (in billion U.S. dollars)

Generative AI within the financial services sector demonstrates robust growth,
forecasted to expand at a significant compound annual growth rate (CAGR) of
28.1% from 2022 to 2032. This growth trajectory is clearly reflected in the market size
data, where the industry's valuation is projected to surpass 9.4 billion U.S. dollars by
2032, a substantial increase from approximately 0.85 billion U.S. dollars in 2022. This
trend underscores the accelerating adoption and investment in generative AI
technologies across financial services, driven by advancements in artificial
intelligence and its applications in improving operational efficiency, customer service,
and predictive analytics within the sector.
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Estimated worldwide spending on artificial intelligence (AI)-centric
systems in 2023, by industry (in billion U.S. dollars)

Spending on artificial intelligence (AI) in 2023 exhibited notable disparities across
various industries, with banking and retail leading in investment. Globally,
expenditures on AI-centric systems across all sectors reached an estimated 154 billion
U.S. dollars in 2023. The banking sector emerged as the top investor, allocating
20.64% of this total, equivalent to approximately 31.82 billion U.S. dollars. Following
closely, the retail sector invested 19.71%, amounting to about 30.35 billion U.S.
dollars.

share of worldwide spending on artificial intelligence (AI)-centric
systems in 2023, by industry

Expenditure on artificial intelligence (AI)
showed significant diversity among
industries in 2023, with the banking and
retail sectors leading in terms of the
most substantial AI investments during
that year. The banking sector's
spending accounted for 13.4% of all
investments, followed by the retail
sector with 12.8%. Worldwide spending
on AI was estimated at 154 billion U.S.
dollars in 2023.
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share of spending on artificial intelligence (AI)-centric systems in
Europe in 2023, by industry

The banking and professional services
industries were the most active sectors in
terms of investments into artificial
intelligence (AI) in 2023. The banking
industry's spending on AI-centric systems
accounted for 15.7% of all investments,
which was equivalent to approximately
5.37 billion U.S. dollars. Professional
services followed, with 11.2% of all
spending.

Estimated value of the financial sector's artificial intelligence (AI)
spending worldwide in 2023, with forecasts from 2024 to 2027 (in

billion U.S. dollars)

The financial sector's spending on artificial intelligence (AI) is estimated to grow
significantly between 2023 and 2027. In 2023, the total spending value was
estimated at 35 billion U.S. dollars. With a compound annual growth rate (CAGR) of 29
percent, the sector's AI spending is forecast to reach 97 billion U.S. dollars in 2027.
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 Each industry has two bars: a green bar indicating the high-end estimate and a black
bar showing the low-end estimate. The high-tech industry shows the highest
potential impact, ranging from 240 to 460 billion USD, followed by the retail and
banking sectors.

The high-tech sector again leads with an impact ranging from 4.8% to 9.3% of its
revenues, while the banking sector shows a potential impact of 1.5% to 2.8%.
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Marketing and sales have the highest potential impact: generative AI has the
potential to add between 760 and 1200 billion USD, making it the most impacted
function. This significant boost is due to AI's ability to personalize marketing
efforts, optimize sales strategies, and enhance customer engagement through
sophisticated data analysis and automation​.

About Customer Operations, AI shows potential gains of 480 to 800 billion USD: AI
improves customer service by deploying chatbots, virtual assistants, and
automated customer interaction tools that enhance customer satisfaction and
operational efficiency.

Generative AI can contribute 360 to 600 billion USD by optimizing logistics,
forecasting demand, and automating inventory management, leading to
substantial cost savings and efficiency improvements.

Product Research&Development: AI's impact ranges from 250 to 500 billion USD. It
accelerates R&D processes by generating new product designs, optimizing materials,
and improving testing and simulation procedures. This includes techniques like finite
element analysis (FEA), which allows for precise simulation and testing of
complex systems and materials​​. FEA helps in predicting how a product reacts to
real-world forces, vibration, heat, and other physical effects, thereby reducing the
need for physical prototypes and accelerating the development cycle.
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AI has revolutionized risk management
in the banking and financial sectors by
enhancing the accuracy, efficiency, and
comprehensiveness of risk-related
processes. 
AI systems are capable of real-time
monitoring and detection of fraudulent
activities. By analyzing vast amounts of
transaction data, AI can identify unusual
patterns and flag potentially fraudulent
activities. This involves using machine
learning algorithms that learn from
historical data to detect anomalies that
might indicate fraud. Furthermore, AI can
perform behavioral analysis, examining
user behavior and transaction patterns to
spot deviations indicative of fraud. 

AI enhances credit risk assessment by
incorporating a broader range of data,
including non-traditional sources like
social media and transaction history, to
provide more accurate credit scores. 

Machine learning models analyze
patterns in borrower behavior to predict
the likelihood of default, enabling lenders
to make more informed decisions about
extending credit.

AI supports strategic risk management
through scenario analysis and decision
support. By running scenario analyses
and stress tests, AI helps institutions
understand the potential impact of
various risk factors on their business
models. This enables proactive risk
mitigation strategies. 
AI significantly transforms asset
management by providing sophisticated
tools and techniques that improve
decision-making, optimize portfolio
management, and elevate client services.
Enhanced portfolio management can
be pursued through data-driven
insights, predictive analytics, real-time
risk monitoring, and a comprehensive
array of tests and scenario analyses.



AI in Finance: General Impact

10

This chart displays the percentage share of
respondents who identified various
benefits of AI in the financial sector; it
compares responses from 2022 and 2023.

There was a noticeable increase in the
recognition of AI's role in creating
operational efficiencies. This suggests
that AI's ability to streamline operations and
reduce manual workloads is becoming
more appreciated. AI has automated many
routine and repetitive tasks, leading to
significant operational efficiencies. By
handling data entry, transaction processing,
and report generation, AI allows financial
professionals to focus on higher-value
activities, thereby accelerating processes
and reducing errors​.

AI-driven solutions have significantly
improved customer experience by
providing personalized services and real-
time support. AI-powered chatbots and
virtual assistants offer tailored financial
advice, while AI algorithms analyze
customer data to deliver customized
financial products, leading to increased
customer satisfaction and loyalty​.

Moreover, AI has opened new business
opportunities and revenue streams for
financial institutions. By leveraging AI to
explore new market segments, develop
innovative products, and optimize pricing
strategies, institutions can increase their
revenue potential. AI-driven analytics also
help identify growth opportunities and
enhance strategic planning.
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Data analytics is the leading AI
application, used by 69% of respondents in
the financial services industry. AI-powered
data analytics tools enable institutions to
extract valuable insights from vast datasets,
enhancing decision-making processes. By
identifying trends and patterns, AI helps
optimize investment strategies, improve
risk management, and forecast market
movements. For example, AI-driven
analytics can predict stock price fluctuations
or detect anomalies in transaction data,
providing a competitive edge.

AI-driven data processing, utilized by 57%
of respondents, automates the collection,
cleaning, and integration of data from
various sources. This automation
significantly reduces manual errors and
accelerates data processing times,
ensuring data accuracy and consistency. 

Efficient data processing is crucial for
maintaining regulatory compliance and
supporting advanced analytics in
financial institutions. By streamlining
these tasks, AI frees up human resources
for more strategic activities​.

NLP algorithms enable chatbots and
virtual assistants to understand and
respond to customer queries in natural
language, offering personalized support
and improving customer satisfaction.
Beyond customer service, NLP is used
for sentiment analysis, fraud
detection, and processing
unstructured data such as emails and
documents. This technology helps
institutions handle large volumes of data
efficiently and improve overall service
quality.
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Optimism and Strategic Adoption in Europe

In Europe, financial industry experts exhibit a strong belief in the potential of GenAI to
significantly boost productivity. A substantial 77% of respondents expect GenAI to
enhance productivity, while 68% foresee the need for upskilling within their
organizations. This proactive stance is also reflected in financial commitments, with
75% planning to increase AI spending in the coming year. The focus on entry-level roles
and graduate programs underscores the industry's recognition of AI's transformative
impact on the workforce.
However, the preparation for these changes is uneven. Despite the anticipation of
significant shifts, 35% of organizations lack concrete upskilling plans. This gap
highlights a critical area for improvement, as the successful implementation of AI
hinges on a well-prepared and knowledgeable workforce.
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A Dichotomy of Optimism and Skepticism in the United States

Across the Atlantic, the U.S. financial sector presents a nuanced view. While
100% of respondents either use or plan to use GenAI, there is a notable
divide in sentiment. A significant 87% believe that AI could bring
improvements in customer and client experiences, and 77% remain
optimistic about its long-term benefits. Yet, skepticism persists, particularly in
the insurance and wealth management sectors, where concerns about data
infrastructure and ethical frameworks are prevalent.
However this skepticism is not without merit, critical barriers to AI adoption
have been identified, including inadequate data infrastructure (cited by
40% of respondents), a lack of leadership commitment (36%) as well as
inadequate technology infrastructure (35%). These issues underscore the
importance of robust organizational support and strategic investments to
overcome technological and governance challenges.
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Overcoming Challenges to Realize AI's Potential 

The path to fully leveraging AI in financial services is fraught with challenges.
Data issues, such as privacy and sovereignty, pose significant obstacles, as
highlighted by 38% of respondents. Additionally, the recruitment and
retention of AI talent remains a pressing concern, with 32% of
organizations struggling to attract the necessary expertise.

Budget constraints further complicate the landscape, as 28% of
respondents report financial limitations as a barrier to AI adoption.
Moreover, ensuring sufficient data sizes for model training and accuracy
represents another barrier to 27% of respondents, who considered it
crucial for the effective deployment of AI technologies. 
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Importance of AI for the success of financial services companies
worldwide 2023

Despite these challenges, there is a growing recognition of AI's essential
role in the financial sector's future success. More than 50% of financial
services professionals in 2023 indicated that AI is crucial to their business
strategy, a significant increase from previous years. This trend reflects the
industry's acknowledgment of AI's potential to drive innovation, enhance
efficiency, and create competitive advantages.

In conclusion, the potential of AI in finance is vast, offering opportunities for
enhanced efficiency, improved decision-making, and innovative financial
services. However, realizing this potential requires addressing significant
technical, regulatory, and cultural challenges. Moreover, societal attitudes
towards AI—balancing skepticism with optimism—highlight the need for
transparent, fair, and accountable AI applications. Financial institutions must
navigate these complexities to harness AI's potential while maintaining public
trust and ethical standards.
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The banking industry has been undergoing a digitalization process across retail,
small- and medium-sized enterprises (SME), corporate, and wealth management
sectors since the 1980s. In recent years, the pace of digital transformation has
accelerated as banks have responded to new competition from digital-first challenger
banks and disruptive start-ups that provide a personalized customer experience
(Journal of Digital Banking). As a matter of fact, the market size of digital banks is
projected to almost double within the next four years (Statista).

Positioned at the forefront of digital
banking, Revolut and Chime have emerged
as market leaders in terms of market
capitalization. Revolut, headquartered in
the UK, boasts a market value of 33 billion
dollars, while Chime, based in the USA,
holds a market value of 25 billion dollars.  
What truly stands out is the exponential
growth of new digital banks in the last 5
years, with a staggering total of 292,
according to Statista. The primary focus of
these emerging enterprises is to facilitate
the desires of individuals. In fact, four out
of five bank customers in 2021 expressed
their preference for managing their
financial matters digitally rather than
through face-to-face interactions.
Furthermore,  80 per cent of these
customers confirmed their utilization of
digital devices for conducting banking
transactions (The Journal of Digital Banking).

This is because Digital Banking brings many
advantages to the table. To begin with, it
grants you the flexibility to manage your
finances at any given time, disregarding the
Bank's working hours. Additionally, the
simplicity of comparing rates and fees
empowers individuals to pinpoint the ideal
bank that aligns perfectly with their personal
needs. Lastly, it extends its services to
unbanked and underbanked communities
that heavily rely on mobile phones but lack
access to physical bank branches. This is
why, as of January 2024, there are 306 digital
banks worldwide (Statista). All of these
advantages have only increased the levels of
deposits in digital banks, as is possible in the
graph below. 
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This graph underlines the exponential
growth that the digital banking industry has
had in the past 8 years. The deposits reached
16 trillion USD in 2024, and according to
Statista, they are projected to nearly double
in the next 4 years. Of course, this increase in
deposits has also enriched the banks working
in this industry; after a slow start in the first
four years, the interest income doubled
and is expected to increase sharply by 2028.  

An exemplary illustration of this growth can
be seen in Monzo, a digital bank
headquartered in the UK. After ten years
since its establishment, they have finally
achieved their first annual profit, as
reported in June. The Financial Times
highlights that Monzo's net interest income,
which represents the disparity between
interest paid on deposits and interest earned
from loans, soared by an impressive 167
per cent to £438mn, primarily due to the
surge in interest rates and increase in
subscriptions.
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The substantial expansion the sector witnessed in recent years has drawn the attention of numerous
investors. Notable examples of this trend are the $430 million investment round for Monzo, led by
Alphabet in March, as well as the substantial funding secured by US companies Bilt Rewards and Kore.ai
in January, amounting to $200 million and $150 million, respectively (Forbes).  
The top fundraiser among digital banks is the Brazilian Nubank, which has raised an impressive 3,900
million dollars since its launch. Following closely are SoFi from the USA with 3,000 million dollars,
Chime from the USA, Rakuten from Japan, and C6 Bank from Brazil, each raising 2,300 million dollars.
However, starting in 2020, a plethora of fresh banks have entered the market, attracting more and more
funding from investors to help them grow. In 2020, Chime achieved the highest capital raised in a
single funding round, reaching an outstanding amount of 534 million US dollars. The following year
witnessed both Chime and Nubank surpassing their previous highest individual funding rounds, with
Chime securing 750 million US dollars and Nubank securing a remarkable 1150 million US dollars.
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The evolving landscape of the banking sector has witnessed significant disruptions with the rise of
challenger banks. Recent data highlights the fluctuating perceptions of bank and credit union
executives in the United States regarding the threat posed by these digital-only banks to traditional
banking institutions.
From 2020 to 2023, the percentage of executives who viewed challenger banks as a significant threat has
varied notably. In 2020, 28% of respondents expressed concerns about the impact of these innovative
financial entities. This concern intensified in 2021, with the percentage rising to 33%, reflecting an
increased awareness of the competitive pressure exerted by challenger banks.
However, 2022 saw a decrease in this perception, with only 21% of executives considering challenger
banks a significant threat. This temporary decline might indicate a period of strategic reassessment
within traditional banks as they adapted to the evolving market dynamics.
By 2023, the percentage of concerned executives rose again to 25%, suggesting a renewed recognition
of the potential disruption that challenger banks could bring to the traditional banking sector. This
resurgence in concern underscores the ongoing need for traditional banks to innovate and adapt in
response to the competitive and agile approaches employed by challenger banks.
These insights are derived from a survey conducted among 300 respondents, comprising community-
based financial institution executives.
Challenger banks, often leveraging advanced technology and customer-centric models, continue to
attract a growing customer base, especially among younger, tech-savvy demographics. Their focus on
convenience, lower fees, and innovative financial products positions them as formidable competitors
to conventional banks.
As the financial services industry continues to evolve, it will be crucial for traditional banks to not only
acknowledge the threat posed by challenger banks but also to embrace digital transformation and
customer-centric innovations. This approach will ensure their relevance and competitiveness in an
increasingly digital world.
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The digital banking revolution continues to reshape the financial landscape, offering unprecedented
convenience and innovation. A recent survey conducted in Great Britain reveals the primary motivations
behind individuals choosing app-only bank accounts in 2023.
The leading reason, cited by 22.07% of respondents, is the ease of opening an additional account
digitally. This reflects the growing preference for seamless and quick account setup processes offered by
digital banks. Closely following, 21.01% of respondents indicated that they sought easier money
transfers, highlighting the efficient and user-friendly transfer options provided by app-only banks.
Additionally, 20.54% of users found digital-only banks more convenient overall, underscoring the
value of accessibility and ease of use.
Financial incentives also play a crucial role in this shift. Better rates were a significant motivator for
19.72% of respondents, while 18.08% appreciated the free transactions abroad offered by many digital
banks. This indicates a strong preference for cost-effective banking solutions that cater to the needs of a
globalized economy.
Furthermore, 17.84% of respondents favored digital banks due to superior app functionality, which
often includes intuitive interfaces and advanced features. Social influence also plays a part, with 15.73%
of users opening accounts based on recommendations from friends or family. Real-time notifications
on spending were important for 15.38% of respondents, reflecting the desire for immediate financial
insights and control.
Other notable reasons include the aesthetic appeal of the digital bank cards, cited by 12.91% of
respondents, and the ability to trade stocks and cryptocurrency, which attracted 11.5%. Dissatisfaction
with the customer service of traditional banks drove 10.56% of users to switch to digital alternatives.
Additionally, some respondents mentioned practical issues such as the lack of local bank branches
(9.04%) and the closure of traditional branches in their area (4.93%). A general distrust of traditional
banks was a factor for 4.93% of respondents, emphasizing the need for traditional banks to rebuild trust
and adapt to changing consumer expectations.
These insights illustrate the diverse and multifaceted reasons behind the growing adoption of app-only
bank accounts in Great Britain. As digital banks continue to innovate and address consumer needs more
effectively, their popularity is expected to rise further.
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Nubank

Nubank, a trailblazer in the Brazilian
fintech space, has exhibited extraordinary
growth in its total assets. From a modest
$157.05 million USD in 2015, Nubank's
assets surged to $29.92 billion USD by
2022. This impressive growth reflects the
bank’s strategic expansion and increasing
customer base, positioning Nubank as a
formidable player in the digital banking
landscape.

Nubank’s gross profit has seen a
substantial increase over the past few
years, underscoring its robust revenue
generation and operational efficiency. The
gross profit jumped from $247.9 million
USD in 2019 to an impressive $1.66 billion
USD in 2022. This significant rise highlights
Nubank’s ability to scale effectively and
sustain its growth momentum.

Revolut

Revolut, one of the leading digital banks
headquartered in the United Kingdom, has
experienced extraordinary growth in its
total assets from 2015 to 2022. Starting at
an initial value of £2.13 million GBP in
2015, Revolut's assets soared to over £14
billion GBP by 2022. 

Revolut's financial performance is further
underscored by its profit/loss after tax
figures. The bank reported its first net
profit in 2021, achieving £26.34 million
GBP. This marked a significant milestone
for Revolut, demonstrating its capacity to
achieve profitability while continuing to
expand. Although 2022 saw a decrease in
net profit, the bank remained profitable
with £5.8 million GBP. These figures
highlight Revolut's ability to balance
growth with financial sustainability.
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WeBank

WeBank, China's pioneering digital bank,
has demonstrated significant growth in its
financial metrics, underscoring its strong
market position in the competitive digital
banking sector.
From 2016 to 2022, WeBank's total assets
increased remarkably from ¥51.99 billion
CNY to ¥473.86 billion CNY.

In addition to asset growth, WeBank's
profitability has also shown impressive
gains. The net profit after tax has risen
steadily from ¥401.48 million CNY in 2016
to ¥8.94 billion CNY in 2022.

N26
N26, German digital bank, has
demonstrated notable growth in its
financial metrics, reflecting its expanding
presence in the European market.
From 2016 to 2021, N26's total assets
increased significantly from €28.19 million
EUR to €947.3 million EUR. This
substantial growth highlights N26's
successful expansion strategy and its
ability to attract a growing customer base.

In terms of profitability, N26's net
profit/loss figures reveal the challenges
faced during its rapid expansion. The bank
reported a net loss of €13.63 million EUR
in 2016, which widened to €172.92 million
EUR by 2022. Despite these losses, N26
has continued to invest heavily in its
growth and technological infrastructure,
aiming to establish a strong foothold in the
digital banking sector. The widening net
loss reflects the significant investments
required to expand its services and
enhance its market position.
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