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How Alis Transforming the
Financial Services Industry
in Latin America

Research
report

Foundry survey shows most Latin American financial companies
are well into their Al journey and are now preparing for

the infrastructure upgrades that will drive success in a
hypercompetitive landscape.
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inancial firms in Latin America are no strangers to artificial
intelligence, deploying an array of technologies from customer-
facing chatbots to algorithms that detect fraud. Success with
these applications has spurred them to achieve higher goals, using

advanced solutions to improve customer service, supercharge efficiency,

and proactively remove cyberthreats.

These are some of the findings of a
new Foundry MarketPulse survey,
which gathered insights from senior
decision-makers at 106 financial

Figure1 | Primary Reasons for
Al Investments
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SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024

organizations in Brazil, Mexico, and
Chile, including business and IT lead-
ers at banks, credit unions, private
equity firms, hedge funds, insurance
companies, payment companies, and
asset management firms.

The survey shows that despite lin-
gering uncertainties about data pri-
vacy and security, the vast majority
of Latin American financial services
organizations plan to extend their Al
capabilities, and most expect to see
transformative Al-powered products
and services enter the industry within
the next three years.

Why Latin American
FinancialFirms Are
InvestinginAl

Enhancing the customer experience
is the top motivating factor driving
today’s Al investments in Latin
America (see Figure 1).
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Al can give customers a more stream- Operational improvements, including

?:::.;mh lined, unified, and personalized expe- boosting efficiency and cost savings
rience as they shift among channels (47%) and improving risk manage-
and services. It can also provide easier ment and fraud detection (42%), also
access to banking, which is especially ranked high as factors propelling
important in the region’s rural areas. Al investments.

Customers can obtain personalized

guidance and free resources designed The Foundry study confirmed that
to further their financial education. many financial firms are already
These capabilities could draw custom- deploying Al applications, with chat-
ers from across the financial spectrum, bots and fraud detection (both 61%)
paving the way to greater financial among the most popular use cases
inclusion throughout Latin America! (Figure 2).

Figure2 | CurrentandPlanned AlDeployments

H Inuse | H Planningtoimplement | & Investigating
Al-powered chatbots or virtual assistants
61% 22% 17% 100%

Fraud detection
61% 28% 11% 100%

Customized products (reports, dashboards, investment portfolios, etc.)
51% 30% 19% 100%

Cybersecurity monitoring
46% 34% 20% 100%

Compliance monitoring
40% 38% 22% 100%

Real-time translation of spoken or written text
40% 42% 18% 100%

SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024
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Over half (51%) are using Al to cus-
tomize reports and dashboards, with
another 30% planning to do so within
the next 12 months. Nearly half use

Al to monitor cybersecurity (46%)

or compliance (40%), and approxi-
mately 35% have plans to do so in the
near future.

Where Al Makes
a Difference

How, specifically, can Al help financial
companies achieve their goals? The
applications they find most appeal-
ing fall roughly into four categories:
improving customer service, strength-
ening risk management, optimizing
efficiency, and personalizing services
(see Figure 3).

Nearly all organizations (94%) desire
at least one Al application for improv-
ing customer service. One of the most
appealing is chatbots or virtual assis-
tants, cited by 51%. Today’s chatbots
are much smarter than previous iter-
ations, which often simply displayed
links to internal content. Newer versions
quickly gather relevant customer infor-
mation across databases and answer
questions in conversational language,
thanks to real-time translation of

Figure3 | Most Desired Al

Use Cases
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Real-time translation of spoken
or written text

38%

SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024
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written or spoken text (a capability
selected by 38%) and natural language
processing, a desirable use case for
31% of respondents.

Over a third of financial leaders (34%)
are intrigued by interactive digital
signs and displays, which can capture
the attention of customers as they
wait for a representative, perhaps
sparking discussions about the need
for new services.

Risk management is never far from
financial leaders’ minds, and applica-
tions to strengthen it were chosen

by 94% of respondents, with cyber-
security monitoring (58%) and fraud
detection (51%) noted as top use
cases. Firms also want to reduce busi-
ness risks, deploying Al for compliance
monitoring (38%) and customer credit
scoring (22%).

Companies everywhere are turning to
Al to optimize their business processes

and improve efficiency, and Latin Ameri-
can financial firms are no exception.
Ninety-three percent cited efficien-
cy-promoting capabilities as desired
use cases. These include automated
report generation, (50%), assistance
with software development and testing
(38%), and optical character recogni-
tion for document scanning (45%).

“By enabling enterprise users to work
faster and more efficiently, Al helps
financial firms reduce their costs,” says
Parviz Peiravi, global CTO, Financial
Services Industry Solutions Architec-
ture and Design Industry Solutions
Group at Intel.

Indeed, a recent global study by

IDC and Microsoft quantified some

of Al's financial benefits, finding that
most organizations are making or
saving money through their Al deploy-
ments within 14 months, with average
returns equal to 3.5 times the cost

of investments.?

By enabling enterprise users to work faster and more
efficiently, Al helps financial firms reduce their costs.

— Parviz Peiravi, Global CTO, Financial Services Industry Solutions
Architecture and Design Industry Solutions Group, Intel
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Challenges and
Expectations

Though financial companies are highly
positive about Al overall, some have
concerns that could hold them back
from extending deployments (see
Figure 4). Chief among them are
worries about data privacy, security,
and potential inaccuracies or technol-
ogy malfunctions (38%).

Firms also worry about how to incor-
porate Al into their existing technology
(36%). A quarter (25%) are concerned
about its complexity and are uncertain
of what to do or how to get started.
Working with the right tools and part-
ners could resolve many of these con-
cerns and pave the way to Al success.

Figure4 |
Challenges with Al

Financial Firms’ Top

Data privacy and security
38%

Concerns about the potential
for inaccuracy/errors/technology
malfunctions

38%

Concerns about interoperability
with existing systems and devices

[ ] 36%
Regulatory compliance
[ ] 35%

Ethical considerations (related to
the use of customer data, algorithmic
fairness, etc.)

35%

SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024

How Al is Transforming the Financial Services Industry in Latin America



Despite their concerns, 78% of Latin Assembling an Al-
R h .
..:::.;rc American firms think it’s likely that Ready Toolkit
transformative new products and

services will emerge to change the More than three-fourths of firms (77%)
industry — not over the next decade believe they will need to increase their
or two, but within the next three years Al adoption to survive the coming com-
(see Figure 5). petition. To do that, they must have the
Figure5 | Expectations regarding the impact of Al on the financial

services industry over the next 3 years

H Extremelylikely (9/10rating) | M Likely(rating7/8) | N Lesslikely (rating1-6)

Increased Al adoption to survive heighten competition
41% 36% 23% 100%

Emergence of new, transformational products and services powered by Al
40% 38% 22% 100%

Expansion of Al-powered regulatory compliance solutions, to streamline
compliance processes, ensure adherence to regulatory requirements, and
mitigate risks of non-compliance

40% 37% 23% 100%

Development of explainable Al models, promoting trust and transparency
in decision-making
37% 35% 28% 100%

Integration of Al into financial advisory services (personalized investment
advice, portfolio management, and financial planning services)

30% 37% 33% 100%

Adoption of Al for ESG (Environmental, Social, and Governance) investing
29% 41% 30% 100%

SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024
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right hardware and software in place
(see Figure 6).

Tools leaders consider most critical
for supporting Al include high-speed
memory and storage (44%), security
hardware (42%), Al development tools
(41%), and optimized software and
hardware frameworks (34%).

Companies need these tools for differ-
ent reasons, as explained below:

B High-performance storage-
State-of-the-art storage enables
Altodeliver results with the speed
necessary for applications such as
chatbots. “Afinancial organization may
be responding to 5,000 concurrent
customers, using multiple serversand
databases. For that, you need ultra-low
latency, high-performance storage,”

Peiravinotes.

E Aldevelopmenttools and opti-
mized software and hardware -
To build low-latency, highly efficient
Al solutions, developers need a toolkit
thatincludes applications for the oper-
ating system, the virtualization layer,
the data optimization framework, and
the Al optimization framework. Though
these tools are not available inasingle
package, a hardware vendor withdeep

Figure6 | Critical Al Tools

High-speed memory and storage
solutions (NET)

— aa%
High-speed memory and

storage solutions (cloud-based
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High-speed memory and storage
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L] 25%
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Al development tools
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Software and hardware frameworks
optimized for Al

34%

Graphics processing units (GPUs)

] 29%
Connectivity options

(e.g., Wi-Fi, 4G/5G, Bluetooth)

[ 1] 20%

SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024

Al expertise can help development
teams make selections that enable Al
toworkin concert with the company’s

existing technology.
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B Security hardware -Maintaining
security and data privacy are top con-
cerns for financial institutions, which
must be able to prove to auditors that
their portals are secure and they are
following all applicable regional proto-
colsfor sensitive information at rest, in
transit,andin storage. Though the data
isencryptedinstorage and during tran-
sit, it must be decrypted for Almodels
toanalyzeit. Ifacybercriminal hacks
the systemduring that time, they can
steal both the dataandthe company’s
Almodel, Peiravi says.

To prevent such acatastrophe, Intel has
developedtechnology thatcreatesa
secure enclave—which canbe setupinthe
company’s datacenter orinthe cloud—
that surrounds and protects sensitive data
while the modelis working withiit.

Another critical security elementis device
hardware with built-in, Al-powered threat

detection and remote management
capability, which enables security teams
torespondtoincidents before they cause
abreach.

Emerging Al Technology:
Al Accelerators and Al PCs

Nearly three-fourths of finance lead-
ers (77%) said their company is
using Al software, and 38% are
using Al hardware.

To operate rapidly and effectively, Al
software requires the use of Al acceler-
ators, which are specialized hardware
capabilities built into computer chips.
They work with Al software to improve
the processing speed and efficiency of
specific workloads, such as natural lan-
guage processing for chatbots, trans-
action monitoring to detect potential
fraud, or inferencing and model training
for new Al development.

With AIPCs, you are future-proofing your workplace,
enabling employees to work more efficiently and
thus, reducing costs.

— ParvizPeiravi
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“A general-purpose CPU may be able
to run two Al functions per second,
but an Al accelerator can run 200
functions and do it 10 times faster,”
Peiravi says.

Al PCs — computers with a specialized
chip set designed to run high-perfor-
mance Al tasks locally — are a new
development, but 38% of companies in
the survey are already using them, and
another 20% are investigating them.

Al PCs use three types of processors:
traditional CPUs, graphic processing
units, or neural processing units, used
for Al tasks such as natural language
processing. They enable enterprise
users to run Al models directly from
their own machines instead of send-
ing data to the cloud, providing both
improved performance and a simple
way for financial companies to control
access to sensitive information. The
machines are catching on quickly.
IDC expects 167 million Al PCs will be
sold worldwide by 2027 — accounting
for nearly 60% of all PC shipments
worldwide.®

“With Al PCs, you are future-proofing
your workplace, enabling employees to
work more efficiently and thus, reduc-
ing costs,” Peiravi says.

The Key to Success:
Building a Future-Proof
Al Ecosystem

Working with the right partners, finan-
cial organizations can create an Al
strategy that suits their individual
needs and ensures smooth integration
of Al technology for years to come.
Most Latin American firms (73%) plan
to purchase third-party technology
solutions, relying on several types of
partners (see Figure 7).

Figure7 | Financial Firms’ Planned

Al Partners

OT-SI (OT Solutions integrator)

ISV (Independent software vendor)

66%

L ] 58%
S| (Solutions integrator)
I
OEM (Original equipment
manufacturer)

L ] 43%
Consultant

L ] 37%

ODM (Original design manufacturer)

] 16%

SOURCE: FOUNDRY, LATIN AMERICA STUDY, 2024
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In the near future, Al and GenAl will
likely be embedded in daily workflows
for nearly all financial operations, and
adopting them will become a compet-
itive imperative. As new applications
flood the market, companies will have
tough decisions to make about deploy-
ments, but trusted partners can ensure
smooth integration and scaling as
products and solutions evolve.

SRR

Tolearnhow to

,visit: intel.com/ai-fsi.

"World Economic Forum, "How Artificial General Intelligence will drive an inclusive financial sector in Latin America," January 11,2024,

“At Intel, we have a massive ecosys-
tem of partners who can help you find
relevant use cases and customize
solutions to meet your business and
technical requirements for every step
of your Al journey, from exploration
and proof-of-concept to enterprise
deployment” Peiravi says.

https://www.weforum.org/agenda/2024/01/ai-is-driving-the-evolution-of-a-more-inclusive-financial-sector-in-latin-america-

here-is-how/

2 Microsoft Blog, “New study validates the business value and opportunity of Al,” Nov. 2, 2023,
https://blogs.microsoft.com/blog/2023/11/02/new-study-validates-the-business-value-and-opportunity-of-ai/

3|DC, “IDC Forecasts Artificial Intelligence PCs to Account for Nearly 60% of All PC Shipments by 2027,” Feb. 7, 2024,

https://www.idc.com/getdoc.jsp?containerld=pruS51851424

How Al is Transforming the Financial Services Industry in Latin America

11


https://www.intel.com/content/www/us/en/now/ai-for-financial-services.html
https://www.weforum.org/agenda/2024/01/ai-is-driving-the-evolution-of-a-more-inclusive-financial-sector-in-latin-america-here-is-how/
https://www.weforum.org/agenda/2024/01/ai-is-driving-the-evolution-of-a-more-inclusive-financial-sector-in-latin-america-here-is-how/
https://blogs.microsoft.com/blog/2023/11/02/new-study-validates-the-business-value-and-opportunity-of-ai/
https://www.idc.com/getdoc.jsp?containerId=prUS51851424

SPONSORED BY

intel.

About Sponsor | Intel technologies may require enabled hardware, software,

or service activation.
No product or component can be absolutely secure.
Your costs and results may vary.

Intel does not control or audit third-party data. You should consult other sources to

evaluate accuracy.

Intel, the Intel logo, and other Intel marks are trademarks of Intel Corporation or its

subsidiaries. Other names and brands may be claimed as the property of others.

About CIO | CIO attracts the highest concentration of enterprise
ClOs and business technology executives with unparalleled peer insight
and expertise on business strategy, innovation, and leadership. CIO
readers gain key insights on career development for themselves and their
employees, including certifications, hiring practices, and skills development,
along with a strong foundation in digital transformation of their businesses.

CIO © 2024 IDG Communications, Inc.




