
 

197 

Impact of Artificial Intelligence on Financial Decision-

Making: A Conceptual Research Paper 

 
 

Parth Khandelwal 

BBA Student, Daly College of 

Business Management 

Prof. Vikas Kumar Suryawanshi 

Asst. Prof., Daly College of Business 

Management 

 

Abstract 
 

Artificial Intelligence (AI) has become a game-changer in the world of finance, 

completely changing how decisions are made, especially for people of all ages. 

This review aims to look at how AI impacts financial decision-making, covering 

things like assessing risks, using algorithms to trade, and giving personalized 

advice on finances. By reading lots of articles, research papers, and reports, this 

review tries to show how AI affects everyone, from young people using digital 

apps to older folks trying to figure out the stock market. By going through all 

this info, the review wants to explain how AI makes financial decisions faster, 

more flexible, and more innovative, showing how finance is changing in this 

digital era.  

 

Keywords: Artificial Intelligence, Financial Decision-Making, Machine 
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Introduction 
 

With Artificial Intelligence (AI) making its way into financial services, making 

decisions has become totally different. It's all about automation, using data to 

make choices, and giving personalized solutions. It's not just for tech-savvy 

young people or experienced investors anymore – people of all ages are getting 

in on it. In this review, I'm going to talk about how AI affects financial 

decisions, showing how it impacts different age groups. 

 

Artificial Intelligence (Ai) 

 

The term artificial intelligence (AI) describes the process of creating computer 

systems that can carry out operations that normally call for human intellect. 

Learning, thinking, problem-solving, perception, comprehending natural 

language, and engaging with the surroundings are a few examples of these 

tasks. Artificial Intelligence (AI) uses data, algorithms, and computing power to 

mimic human intelligence processes. Numerous industries, including banking, 
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healthcare, transportation, education, entertainment, and cybersecurity, have 

embraced artificial intelligence (AI). It has the power to completely transform 

how people use technology, how governments provide services, and how 

companies run. 

 

Financial Decision-Making 

 

Financial decision-making refers to the process of making choices regarding the 

allocation of financial resources in order to achieve specific goals or objectives. 

These choices, which often entail weighing several options, risks, and trade-

offs, can be made by people, corporations, governments, or other groups.  

Making financial decisions involves a number of tasks, such as: 

1. Risk Assessment  

2. Algorithmic Trading 

3. Personalized Financial Advisory Financial Services 

 

Ai in Risk Assessment 
 

A significant accomplishment in this running that AI has made is the domain of 

risk assessment. A traditional way of risk assessment uses the historical data and 

the static models which are estimated to not adequately capture the dynamic 

market environment and the new risks. Via machine learning algorithms and 

predictive analytics technology, AI systems can analyze huge datasets in real 

time for a more precise risk assessment and therefore a proactive risk 

management strategy. Among all age groups, from risk avoidance being the 

motive behind their investment decisions to retirement planning where safety 

and sustainability of their portfolio comes first, such AI-driven risk assessment 

tools typically offer enhanced precision and timeliness. Hence, they help those 

people make more informed decisions. 

 

Algorithmic Trading 
 

AI in finances has also found the application of algorithmic trading, where 

algorithms powered by AI execute trades based on the preset criteria and market 

signals. With machine learning algorithms being what they are, these systems 

can unearth trading opportunities and optimize their trades as well as adjust to 

market‘s twists and turns in a commendably short time. The fact algos provide a 

platform for investors across age groups to increase the availability of stocks, 

lower the overall cost of trading as well as improve the quality of execution is 

an undeniable fact. It is millennials, who value convenience granted by 

algorithmic trading platforms, and active investors, who strive to use AI driven 

mechanism purely automation for that purpose. 
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Personalized Financial Advisory Financial Services 
 

AI-powered technology has therefore led to a revolution in terms of the mode of 

delivering financial advice to a cross-section of people of different ages. This 

thanks to personalized recommendations and insights advised by such 

technologies. Achieving this, AI-based advisory platforms are able to analyze 

users‘ preferences and risks in order to develop individualized investment 

strategies, retirement plans and wealth management recommendations. Digital - 

based AI financial apps come up with user interfaces and intuitive guidance that 

strengthen the informed decision-making, and help plan financial issues for 

months and years to come for the millennials trying to find their way in the 

digital era. Likewise, AI-driven advisory services for retirement planning or 

estate management may become more beneficial for investors needing 

concentrated solutions that also meet their unique needs and preferences. 

 

Objectives 

 To analyze the role of AI technologies in financial decision-making 

processes. 

 To evaluate the impact of AI on investment strategies and portfolio 

management. 

 To assess the implications of AI on risk management and regulatory 

compliance in the financial sector. 

 To explore potential future developments and challenges in the 

integration of AI in finance. 
 

Literature Review 
 

The literature on the impact of AI on financial decision-making is vast and 

varied, drawing insights from multiple disciplines such as finance, economics, 

computer science, and management. 

 Li and Wu (2019): Li and Wu examine how AI-based algorithms have 

transformed investment strategies by enabling automated decision-making 

processes and improving portfolio management techniques. They discuss 

the role of machine learning algorithms in optimizing asset allocation and 

risk management strategies, leading to enhanced portfolio performance and 

risk-adjusted returns. 

 Zhag et al. (2020): Zhang et al. focus on the application of machine 

learning algorithms in detecting fraudulent activities in financial 

transactions. They review various approaches, including anomaly detection, 

pattern recognition, and predictive modeling, highlighting the effectiveness 

of AI in enhancing fraud detection accuracy and reducing false positives in 

fraud prevention systems. 

 Smith and Jones (2018): Smith and Jones explore the impact of AI 
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technologies on market liquidity and trading dynamics. They discuss the 

development of sophisticated trading algorithms, such as high-frequency 

trading and algorithmic trading strategies, and their implications for market 

efficiency, price discovery, and liquidity provision in financial markets. 

 Kim and Lee (2021): Kim and Lee examine the ethical considerations in 

the deployment of AI-driven financial decision-making systems. They 

discuss concerns related to algorithmic biases, transparency, and 

accountability, emphasizing the importance of ethical frameworks and 

regulatory oversight to ensure fair and responsible use of AI technologies in 

finance. 

 Chen et al. (2019): Chen et al. analyze the role of natural language 

processing techniques in sentiment analysis of financial news and social 

media data. They discuss how AI-driven sentiment analysis can influence 

investment decisions, market sentiment, and asset prices, providing 

valuable insights for traders and investors. He also investigated the use of 

AI in predicting financial market trends and forecasting asset prices. They 

review machine learning-based approaches, such as time series analysis, 

deep learning, and ensemble methods, in predicting market trends, 

volatility, and asset prices, providing valuable insights for investors and 

financial analysts. 

 Patel and Desai (2020): Patel and Desai examine the application of AI in 

algorithmic trading strategies. They review the development of AI-powered 

trading algorithms, such as trend-following, mean-reversion, and machine 

learning-based strategies, and their impact on market liquidity, price 

discovery, and trading efficiency. 

 Liu et al. (2021): Liu et al. investigate the ethical implications of AI-driven 

robo-advisors in personal finance. They discuss concerns related to data 

privacy, algorithmic biases, and consumer protection, emphasizing the need 

for transparent and accountable AI systems to ensure ethical decision-

making in financial advisory services. 

 Jones et al. (2019): Jones et al. examine the adoption of AI in regulatory 

compliance and risk management processes. They discuss the role of AI 

technologies in automating compliance tasks, detecting financial crimes, 

and enhancing regulatory transparency and accountability in the financial 

industry. 

 Sharma and Gupta (2018): Sharma and Gupta analyze the impact of AI on 

algorithmic pricing strategies in e-commerce and financial markets. They 

review the use of AI-driven dynamic pricing models, revenue optimization 

algorithms, and competitive pricing strategies, highlighting their 

implications for consumer welfare and market competition. They 

investigated the impact of AI on credit risk assessment in financial lending. 

They review the use of machine learning algorithms in credit scoring 
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models, assessing their effectiveness in predicting default probabilities and 

improving the accuracy of credit risk assessments for loan approval 

decisions. 

 Huang et al. (2020): Huang et al. investigate the use of deep learning 

algorithms in fraud detection and prevention in financial transactions. They 

discuss the application of deep neural networks, convolutional neural 

networks, and recurrent neural networks in detecting complex patterns and 

anomalies indicative of fraudulent activities in financial transactions. 

 Patel et al. (2019): Patel et al. examine the implications of AI for financial 

inclusion and access to credit. They discuss AI-driven alternative credit 

scoring models, microfinance initiatives, and peer-to-peer lending 

platforms, highlighting their role in expanding access to financial services 

for underserved populations and promoting inclusive economic 

development. 

 Wang and Liu (2020): Wang and Liu discuss the ethical dilemmas of AI-

driven automated trading systems. They address concerns related to market 

manipulation, systemic risk, and algorithmic fairness, emphasizing the need 

for regulatory safeguards and ethical guidelines to ensure the stability and 

integrity of financial markets. 

 Gupta et al. (2021): Gupta et al. investigate the impact of AI on corporate 

governance practices. They discuss AI-driven approaches to fraud 

detection, compliance monitoring, and boardroom decision-making, 

highlighting their implications for corporate transparency, accountability, 

and shareholder value. 

 

These studies provide a comprehensive understanding of the multifaceted 

impact of AI on financial decision-making, highlighting its potential to 

transform the financial industry while raising important ethical, regulatory, and 

governance considerations. 

 

Findings 

 Impact on Investment Strategies: AI technologies, particularly machine 

learning algorithms, have revolutionized investment strategies by 

enabling data-driven decision-making, automated trading, and 

sophisticated portfolio optimization techniques. Studies by Li and Wu 

(2019) and Patel and Desai (2020) indicate that AI-driven investment 

strategies have shown promising results in improving portfolio 

performance and risk-adjusted returns. 

 Enhanced Risk Management: AI has significantly enhanced risk 

management practices in the financial sector by providing advanced 

analytics tools for detecting and mitigating risks. Research by Zhang et 

al. (2020) and Huang et al. (2020) demonstrates the effectiveness of AI-
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driven fraud detection systems and risk modeling techniques in 

identifying fraudulent activities and managing financial risks. 

 Improved Financial Planning: AI technologies have facilitated more 

accurate financial planning and forecasting processes through predictive 

analytics and scenario analysis. Studies by Xu et al. (2019) and Wang and 

Zhang (2018) highlight the role of AI in optimizing asset management 

strategies, predicting market trends, and enhancing long-term financial 

planning capabilities. 

 Challenges in Algorithmic Bias and Ethical Considerations: Despite 

the benefits, the widespread adoption of AI in finance raises concerns 

regarding algorithmic biases, privacy violations, and ethical 

considerations. Kim and Lee (2021) emphasize the importance of 

addressing these ethical concerns and ensuring transparency and 

accountability in AI-driven financial decision-making processes. 

 

Suggestions 

 Regulatory Oversight and Ethical Guidelines: Establishing robust 

regulatory frameworks and ethical guidelines to govern the development 

and deployment of AI technologies in finance is essential. Regulators 

should collaborate with industry stakeholders to ensure compliance with 

ethical standards, protect consumer rights, and mitigate potential risks 

associated with AI-driven financial decision-making. 

 Transparency and Explainability: Promoting transparency and 

explainability in AI algorithms and decision-making processes is crucial 

for building trust and accountability. Financial institutions should 

prioritize transparency in AI models, disclose data sources, and provide 

explanations for algorithmic decisions to stakeholders, including 

investors, regulators, and customers. 

 Algorithmic Fairness and Bias Mitigation: Implementing measures to 

mitigate algorithmic biases and ensure fairness in AI-driven financial 

decision-making is imperative. This may involve employing fairness-

aware algorithms, conducting bias audits, and diversifying training 

datasets to reduce the impact of biased data on AI models. 

 Ethics Education and Training: Investing in ethics education and 

training programs for finance professionals and AI developers can raise 

awareness of ethical issues and foster a culture of responsible AI 

innovation. Training initiatives should emphasize ethical decision-

making, risk management, and compliance with regulatory requirements 

in AI applications. 

 

By addressing these suggestions, the financial industry can harness the 

transformative power of AI to navigate the complexities of the modern financial 
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landscape and drive sustainable growth and innovation. 

 

Conclusion 
 

The integration of AI technologies has profoundly transformed financial 

decision-making processes, offering opportunities for enhanced efficiency, 

accuracy, and innovation. AI-driven investment strategies, risk management 

tools, and financial planning systems have demonstrated significant potential in 

improving portfolio performance, managing risks, and optimizing long-term 

financial outcomes. 

 

However, the adoption of AI in finance also poses challenges, including 

algorithmic biases, ethical dilemmas, and regulatory complexities. Addressing 

these challenges requires collaborative efforts from industry participants, 

regulators, researchers, and policymakers to develop robust regulatory 

frameworks, ethical guidelines, and transparency mechanisms. 
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