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ABSTRACT 
The financial sector, which is based on knowledge, expertise, and technology, it is a sector that 
continues its activities by taking advantage of developments and opportunities, at the same time is 
under the pressure of these developments and is often one of the first implementers of them. As in 
every technological development, the financial sector is a sector that is forced to transform the most 
by artificial intelligence algorithms, which provide radical changes and transformations. 
Artificial intelligence (AI) is increasingly being used in the field of fintech risk management to help 
financial institutions identify, assess, and mitigate financial risks such as Fraud Detection, Credit 
Risk Assessment, Operational Risk Management, and Market Risk Management. 
Overall, the use of AI in fintech risk management has the potential to revolutionize the way that 
financial institutions manage risk by providing more accurate and sophisticated risk assessments, 
reducing the time required to identify and mitigate risks, and improving the efficiency of the risk 
management process. 
In this study, it is aimed to determine the current situation and make inferences for the future by 
examining the studies on the use of artificial intelligence in the field of fintech risk management. 
For this purpose, a literature review was conducted on artificial intelligence algorithms used in 
fintech tools in terms of risk management. It is thought that the study will contribute to the literature 
in terms of guiding future research. 
Keywords: Artificial Intelligence, FinTech, Machine Learning, Blokchain 
 
ÖZET 
Bir sektör olarak finans, temeli bilgi, uzmanlık ve teknolojiye dayananan bir sektördür. Bu sektör, 
gelişmelerden ve fırsatlardan yararlanarak faaliyetlerini sürdürmektedir. Aynı zamanda da, bu 
gelişmelerin baskısı altında kalmakta, çoğunlukla da yaşanan gelişmeleri ilk uygulayanlardan 
biridir. Bu nedenle de her teknolojik gelişmede olduğu gibi, finans sektörü, köklü değişim ve 
dönüşümler sağlayan yapay zeka algoritmaları tarafından en çok dönüştürülen sektörlerin başında 
gelmektedir. 
Yapay zeka (AI), finansal kurumların dolandırıcılık tespiti, kredi riski değerlendirmesi, operasyonel 
risk yönetimi ve piyasa riski yönetimi gibi finansal riskleri tanımlamasına, değerlendirmesine ve 
azaltmasına yardımcı olmak için fintek risk yönetimi alanında giderek daha fazla kullanılmaktadır. 
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Genel olarak, yapay zekanın fintech risk yönetiminde kullanılması, daha doğru ve sofistike risk 
değerlendirmeleri sağlayarak, riskleri belirlemek ve azaltmak için gereken süreyi azaltarak ve risk 
yönetimi sürecinin verimliliğini artırarak finansal kurumların risk yönetme biçiminde devrim yapma 
potansiyeline sahiptir. 
Bu çalışmada yapay zekanın fintech risk yönetimi alanında kullanımına yönelik çalışmalar 
incelenerek mevcut durumun tespiti ve geleceğe yönelik çıkarımlarda bulunulması 
amaçlanmaktadır. Bu amaçla risk yönetimi açısından fintek araçlarında kullanılan yapay zeka 
algoritmaları üzerine bir literatür taraması yapılmıştır. Çalışmanın ileride yapılacak araştırmalara 
yön vermesi açısından literatüre katkı sağlayacağı düşünülmektedir. 
Anahtar Kelimeler: Yapay Zeka, FinTek, Makina Öğrenmesi, Blokchain 
 
INTRODUCTION 
Financial services industry has recently been under pressure and opportunities brought by new 
technology innovations. With the increasing focus on digitalization, financial services are now 
being delivered in a customer-oriented, low-cost, efficient, and personalized manner. This shift has 
led to the emergence of fundamentally new business opportunities and models for financial services 
providers, rather than just focusing on improving qualifications. The term 'Fintech' is used to refer 
to innovative solutions that combine the worlds of finance and technology. Fintech refers to a 
diverse range of financial products, software applications, and communication tools that have been 
developed by entrepreneurial and innovative financial service providers (Gomber et al., 2017). 
These technological advancements have opened up new avenues for financial businesses to interact 
with customers and provide them with cutting-edge financial services. 
In the literature, it is seen that the researches and studies on the effects of artificial intelligence on 
our lives and especially on financial instruments have increased. This study focuses on the 
relationship between risk management and artificial intelligence in fintech tools. The aim of the 
study is to determine the intersection points of the concept of artificial intelligence and fintech, to 
understand how they develop and to reveal future trends. The number of studies examining this 
subject in the domestic literature is very few. It is thought that the study will contribute to the 
domestic literature in this respect. 
In the study, first of all, the concept of artificial intelligence and the algorithms used are defined, 
and then fintech tools and how artificial intelligence is used in terms of risk management in these 
tools are tried to be explained. Based on the studies in the literature, the future of artificial 
intelligence has been interpreted in terms of fintech risk management. 
 
Artificial Intelligence (AI) 
Artificial intelligence is one of the oldest fields of computer science and its scope is quite wide. It 
deals with all aspects of mimicking people's cognitive functions, such as learning and thinking, to 
build systems and solve problems (Poole, Mackworth & Goebel, 1998). Artificial Intelligence (AI) 
is a branch of computer science that seeks to develop machines capable of carrying out tasks that 
traditionally require human intelligence, such as visual perception, speech recognition, decision-
making, and language translation. The history of artificial intelligence is long and complex, but 
some key milestones include (Mijwel, 2015): 
1950: Alan Turing introduced the concept of the Turing Test in his publication "Computing 
Machinery and Intelligence". The test was proposed as a means of measuring a machine's ability to 
display intelligent behavior that is comparable to that of a human. (Turing, 1950). 
1956: John McCarthy, Marvin Minsky, Nathaniel Rochester, and Claude Shannon organized the 
Dartmouth Conference, widely regarded as the birth of the field of AI. The conference convened a 
group of researchers to explore the prospect of developing "thinking machines." (McCarthy, 2007). 
1957: John McCarthy, Marvin Minsky, Nathaniel Rochester, and Claude Shannon coin the term 
"artificial intelligence" at the Dartmouth Conference.  
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1961: The first AI program, called the Logic Theorist, is developed by Allen Newell and Herbert A. 
Simon at MIT's Lincoln Laboratory, which can prove mathematical theorems. 
1966: Joseph Weizenbaum develops ELIZA, one of the first natural language processing programs 
(Weizenbaum, 1966). 
1969: The first AI lab is established at Stanford University. 
1971: The first chess-playing program, called "Chess 4.5," is developed by Julian Turing, and is 
able to beat amateur players. 
1973: The Stanford Research Institute develops the Shakey the Robot, which is able to plan its own 
actions. 
1975: The first expert system, called DENDRAL, is developed by Joshua Lederberg and Edward 
Feigenbaum. It could analyze mass spectrometry data to identify the molecular structure of organic 
compounds. (Feigenbaum and Buchanan, 1993) 
1980s: The field of AI experiences a period of decline, known as the "AI winter," due to a lack of 
progress and funding. The first neural network machine is developed by Japan's Hitachi 
Corporation (Fukushima, 1981). 
1997: IBM's Deep Blue defeats world chess champion Garry Kasparov (Hsu, 2002). 
2005: The field of AI experiences a resurgence, known as the "AI spring," due to advances in 
machine learning, such as deep learning. 
2011: IBM's Watson defeats Ken Jennings and Brad Rutter on the game show Jeopardy! (Ferrucci 
et al., 2012).  
2016: Google's AlphaGo beats world champion Lee Sedol in the game of Go (Silver et al., 2016). 
2018: OpenAI introduces the language model GPT (Generative Pre-trained Transformer), which 
uses unsupervised learning to generate text that is difficult to distinguish from text written by 
humans. (Radford et al., 2018) 
2019: Google's BERT (Bidirectional Encoder Representations from Transformers) language model 
has attained exceptional outcomes on various natural language processing tasks, making it a state-
of-the-art model (Devlin et al., 2019). 
2020: Due to advancements in deep learning, AI systems are now widely used in many areas, 
including self-driving cars, medical diagnosis, and speech recognition. OpenAI's GPT-3, a language 
model with 175 billion parameters, sets a new benchmark in language generation, and can perform 
tasks such as writing essays, composing poetry, and even writing computer code (Brown et al., 
2020). DeepMind's AlphaFold 2 uses deep learning to solve the protein folding problem, a 
longstanding challenge in molecular biology, and achieves unprecedented accuracy (Jumper et al., 
2021). GPT-3 is used to create a chatbot called GPT-3 Chat, which can carry on a conversation with 
humans that is difficult to distinguish from a conversation with another human (Adiwardana et al., 
2020). 
2021: OpenAI introduces DALL-E, a generative model that can create images from textual 
descriptions, such as a "giraffe made of jellybeans." (Eslami et al., 2021). 
Although there are numerous other noteworthy events and milestones in the history of Artificial 
Intelligence, this is a brief timeline. AI is an extensive field that includes various subfields and 
techniques, some of which are: 
Machine learning: Algorithms are used to teach computers to learn from data and make predictions 
or decisions without being explicitly programmed. 
Computer vision: The focus of this field is to educate computers on how to interpret and understand 
visual information from the world, such as images and videos. 
Natural language processing (NLP): This area deals with the interaction between computers and 
human language, including tasks such as speech recognition, machine translation, and text-to-
speech synthesis.. 
Robotics: This field involves the use of AI to control and program robots to perform tasks in the 
physical world.  
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Planning and decision making: This field deals with the development of algorithms that can make 
decisions and plan actions based on uncertain and dynamic environments. 
Knowledge representation and reasoning: This field focuses on how computers can represent and 
reason with knowledge, such as by using ontologies and logic-based reasoning. 
Evolutionary computation: This field involves the use of techniques inspired by natural evolution, 
such as genetic algorithms, to optimize solutions to problems. 
Neural networks: This field focuses on the development of algorithms that are inspired by the 
structure and function of the human brain, such as deep learning and reinforcement learning. 
Artificial general intelligence (AGI): This field aims to create machines that have the same 
intelligence as humans, and can perform any intellectual task that a human can. 
Explainable AI (XAI): This field focuses on making AI models more transparent and interpretable, 
so that their decision-making process can be understood and trusted by humans. 
 
What's Difference Between Deep Learning and Artificial İntelligence? 
Artificial intelligence (AI) is an expansive field that includes various subfields and approaches, 
including rule-based systems, genetic algorithms, and decision trees. The objective of AI is to 
develop machines capable of performing tasks that would traditionally require human intelligence, 
such as visual perception, speech recognition, decision-making, and language translation. 
One of the primary techniques used in AI is machine learning, which involves instructing 
computers to learn from data without explicit programming. Machine learning algorithms recognize 
patterns in data and utilize them to make predictions or decisions (Bilgin and Yilmaz, 2018). These 
machine learning systems are becoming more popular across research applications and have 
provided significant decision-making insights. In particular, decision tree-based ensemble 
techniques have shown their potential for supervised classification problems (Ampountolas et al., 
2021). 
Another technique in machine learning is deep learning, which employs neural networks consisting 
of layers of interconnected nodes, or "neurons." Inspired by the human brain, deep learning 
networks learn from vast amounts of data to make predictions or decisions (Huang et al., 2020). 
Deep learning has been highly successful in tasks such as image and speech recognition, as well as 
natural language processing. 
It should be noted that AI is a broad and continuously evolving field with numerous additional 
milestones and events not covered in this brief timeline. 
In brief, Deep learning is a specific approach to Machine Learning, which itself is a subfield of 
Artificial Intelligence. Machine learning can be categorized into three main types: supervised, 
unsupervised, and reinforcement learning. 
Supervised learning involves training an algorithm on a labeled dataset where the correct output is 
provided for each input. This type of machine learning is commonly used in tasks such as image 
classification, spam detection, and regression problems. Unsupervised learning, on the other hand, 
is used to discover patterns or structure in the data without labeled input. It is commonly used in 
clustering, anomaly detection, and dimensionality reduction. Reinforcement learning, another type 
of machine learning, learns from its interactions with an environment and maximizes rewards over 
time. Robotics, game playing, and decision-making problems are common applications of 
reinforcement learning. Additionally, semi-supervised learning, active learning, and transfer 
learning are also types of machine learning techniques used to improve accuracy and transfer 
knowledge. One particular type of unsupervised deep learning is Generative Adversarial Networks 
(GANs), which trains a pair of neural networks to generate samples and discriminate between the 
generated and real samples. 
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Uses of Machine Learning in The Banking Industry 
Banking is a very large and profitable sector that deals with millions of people and has a transaction 
volume of billions of TL. After the progress of technology in hardware and software, the concrete 
applications of 4th Generation Industry 4.0 in this field are seen in every field (Tam et.al, 2017). 
The use of machine learning is becoming increasingly prevalent in the banking industry, providing 
a means to enhance various processes and decision-making. Examples of the ways in which 
machine learning is applied in banking include: 
1. Fraud detection: Through the analysis of large volumes of transactional data, machine 
learning algorithms can identify patterns indicative of fraudulent activity, helping banks detect and 
prevent fraud more effectively. 
2. Credit risk assessment: Machine learning algorithms can analyze financial data such as 
credit history, income, and other relevant information to determine the creditworthiness of 
borrowers, including the likelihood of default. 
3. Customer segmentation: By analyzing customer data such as spending habits, machine 
learning can group customers with similar characteristics into segments, enabling banks to better 
target their marketing efforts. 
4. Automated customer service: Machine learning can be used to develop chatbots or virtual 
assistants that understand natural language and can assist customers with common queries such as 
account balances and transaction histories. 
5. Predictive maintenance: Machine learning algorithms can analyze sensor data from ATMs 
and other banking equipment to predict when maintenance is required, reducing downtime and 
costs. 
6. Investment advice: By analyzing financial data, machine learning can predict future market 
trends, providing investment advice to customers. 
7. Anti-money laundering: By analyzing large volumes of transactional data, machine learning 
can detect suspicious transactions and identify money laundering activities. 
Marketing campaigns: Machine learning algorithms can analyze customer data to predict which 
customers are most likely to respond to a particular marketing campaign, enabling banks to target 
their marketing efforts more effectively. Overall, machine learning is being used in the banking 
industry to automate various processes, improve the accuracy of decision-making, and better 
understand and serve customers. 
 
Machine Learning in Credit Risk Management Applications 
Recent developments in the banking and finance sector; It paved the way for banks to be more 
cautious when assessing the credit risk of firms. Machine Learning Algorithms and artificial 
intelligence have come to the fore in recent years to successfully manage risk management. Today, 
with the development of computer technology, more complex models are used in a simple way 
(Nehrebecka, 2018). In this context, creating credit scoring models correctly has been one of the 
primary ways to evaluate the credit risk of companies and to reduce possible risks. Therefore, the 
scorecard models used in his banks have developed and evolved over time. Scorecard models; It is 
divided into two as statistical and machine learning methods. Recently, besides statistical studies, 
artificial intelligence-based machine learning methods are preferred (Wang et al., 2011). Machine 
learning is increasingly being used in credit risk management to improve the accuracy of assessing 
the creditworthiness of borrowers and the likelihood of default. Here are some examples of how 
machine learning is used in credit risk management: 
Credit scoring: Machine learning algorithms can be trained on historical credit data to develop a 
credit scoring model that can predict the likelihood of a borrower defaulting on a loan. This model 
can then be used to assess the creditworthiness of new borrowers. Qin et al. (2021), in their studies, 
stated that machine learning algorithms have a satisfactory performance in scoring studies in recent 
years.  
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Fraud detection: Machine learning can be used to identify patterns in credit applications that are 
indicative of fraudulent activity, such as anomalies in the applicant's income or employment 
information. 
Early warning systems: Machine learning can be used to analyze large amounts of data, such as 
financial statements, to identify early signs of financial distress that may indicate a higher 
likelihood of default. 
Credit portfolio analysis: Machine learning can be used to analyze data on a bank's entire portfolio 
of loans to identify patterns and trends that may indicate a higher likelihood of default. 
Behavioral scoring: Machine learning can be used to analyze customers' behavior, such as their 
spending habits or online activities, to predict their creditworthiness and likelihood of default. 
Stress testing: Machine learning can be used to simulate different economic scenarios and estimate 
the potential impact on the credit portfolio of a bank, helping banks to identify vulnerabilities and 
make better-informed decisions. 
Dynamic Credit Scoring: Machine learning can be used to analyze the customers' financial 
information and behavior over time to adjust the credit score dynamically, providing a more 
accurate assessment of the credit risk. 
Overall, machine learning can be used to analyze large amounts of data, identify patterns and 
trends, and make more accurate predictions about the creditworthiness of borrowers and the 
likelihood of default. This can help banks to make better-informed decisions, reduce the risk of loss, 
and improve the efficiency of their credit risk management processes. 
 
Fintech Risk Management in The Context of Big Data Analytics 
Financial Technology, or fintech, refers to innovative financial solutions that leverage technology 
and can have a significant impact on financial markets and institutions, as well as the delivery of 
financial services. According to the Financial Stability Board (2017), fintech applications can result 
in new business models, processes, products, or applications. Fintech solutions often rely on big 
data analytics, especially for peer-to-peer (P2P) financial transactions like crowdfunding, invoice 
trading, and peer-to-peer lending (Talonen et al., 2016). 
Effective fintech risk management, particularly in the context of big data analytics, requires 
advanced analytical techniques to identify and mitigate risks that may arise from technology 
adoption in the financial services industry. In peer-to-peer lending, big data analytics can help 
manage two types of risks: credit risk and systemic risk. 
1. Credit risk: Credit risk arises from the possibility of borrowers defaulting on their loans. Big 
data analytics can be used to identify patterns in borrower data such as transaction history, credit 
scores and social media activity to predict the likelihood of default. This can help peer-to-peer 
lending platforms to make more informed lending decisions, reduce the risk of default, and improve 
the overall performance of their loan portfolio. 
2. Systemic risk: Systemic risk arises from the interconnectedness of financial institutions and 
markets. Big data analytics can be used to identify patterns and trends in financial markets, and to 
model the potential impact of different events on the broader financial system. This can help 
regulators and policy makers to identify potential systemic risks and to develop strategies to 
mitigate them. 
In the context of P2P lending, big data analytics can also be used to identify patterns and trends in 
the loan data, such as the type of loans, the loan terms, and the repayment history of borrowers. This 
can help to identify any potential risks or vulnerabilities in the lending process, and to develop 
strategies to mitigate them. Additionally, big data analytics can be used to monitor the P2P platform 
transactions and detect any potentially fraudulent activities.  
Overall, big data analytics play an important role in fintech risk management, by providing the 
necessary data and analytical tools to identify and manage risks arising from the use of technology 
in the financial services industry.  
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Fintech Risk Management in The Context of Artificial Intelligence 
Fintech risk management in the context of Artificial Intelligence (AI) involves using advanced 
machine learning techniques to identify and manage risks arising from the use of AI in the financial 
services industry. Considering that data in almost all sectors are processed through MIS and 
financial technologies (Fintech), artificial intelligence-based forecasting models can give the most 
accurate results. In a study covering the period of 2009-2019, it was concluded that the estimation 
made with the artificial neural network model outperforms the traditional estimation methods 
(Kantar, 2020). In the context of financial robo-advice, AI can be used to manage two main types of 
risks: market risk and compliance risk. 
Market risk: Market risk arises from the possibility of changes in the value of financial assets due to 
changes in market conditions. AI can be used to analyze market data such as prices, volumes, and 
news articles to predict market trends and identify potential risks. This can help financial robo-
advisors to make more informed investment decisions, reduce the risk of portfolio losses, and 
improve the overall performance of their investment portfolios. 
Compliance risk: Compliance risk arises from the possibility of non-compliance with regulations 
and laws. AI can be used to monitor transactions and detect any potential compliance breaches, 
such as insider trading or money laundering. This can help financial robo-advisors to comply with 
regulations and avoid costly fines and penalties. 
In the context of financial robo-advice, AI can also be used to analyze client data such as 
demographic information, financial goals, and risk tolerance. This can help to ensure that the robo-
advisor's investment recommendations are tailored to the client's individual needs and preferences. 
Additionally, AI can be used to monitor the robo-advisory platform's transactions and detect any 
potentially fraudulent activities (Rühr, 2020). 
Overall, AI plays an important role in fintech risk management by providing the necessary data and 
analytical tools to identify and manage risks arising from the use of AI in the financial services 
industry, especially with the increasing adoption of robo-advisory platform. 
 
Fintech Risk Management in The Context of Blockchain 
It is seen that many monetary structures that have come to the fore with financial innovations are 
mostly handled with the dimension of technology. Blockchain technology, which forms the 
infrastructure of cryptocurrencies and came to the fore with Bitcoin in 2009, is seen as a great 
revolution. Blockchain is a constantly growing distributed database in which records are linked by 
encryption (cryptographic) elements (hash functions) (DeVries, 2016). Presently, the financial 
industry sees tremendous potential in blockchain technology. By lowering transaction costs, 
establishing distributed trust, and reinforcing decentralized platforms, blockchain could pave the 
way for new decentralized business models. In finance, blockchain can foster the creation of more 
innovative, borderless, interoperable, and transparent financial services (Chen & Bellavitis, 2020). 
However, fintech risk management in the realm of blockchain and crypto-assets requires identifying 
and mitigating risks such as fraud detection, money laundering, IT operations, and cybersecurity 
threats. 
Fraud detection risks arise from the potential for bad actors to use blockchain technology and 
crypto-assets for illegal activities such as Ponzi schemes, phishing, and other forms of fraud. To 
mitigate these risks, fintech companies may use advanced analytics and machine learning 
techniques to detect and prevent fraudulent transactions. 
Money laundering risks stem from the anonymity and cross-border nature of blockchain 
transactions, which can make it difficult to trace the origins of funds. To mitigate these risks, 
fintech companies may implement know-your-customer (KYC) and anti-money laundering (AML) 
protocols to identify and prevent suspicious transactions.  
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IT operational risks include risks related to the security and reliability of the technology systems 
and infrastructure used to support blockchain and crypto-asset transactions. To mitigate these risks, 
fintech companies may implement robust security measures such as encryption, multi-factor 
authentication, and regular software updates. Moreover, cyber risks refer to the potential for hackers 
to steal or compromise crypto-assets or disrupt the underlying blockchain technology. To mitigate 
these risks, fintech companies may implement security measures such as firewalls, intrusion 
detection systems, and incident response plans. 
 
Classification Methods Used to Detect Credit Risk Scoring 
The credit risk assessment field offers various machine learning techniques that can be utilized to 
detect a borrower's credit risk scoring, as outlined by Mohammadi and Zangeneh (2016). These 
include: 
 Logistic Regression: This algorithm predicts the likelihood of a binary outcome, such as 
default or non-default, and performs well on datasets with few features, with easy interpretation. 
 Decision Trees: This is a prevalent algorithm for credit risk scoring as it handles both 
numerical and categorical data and missing values. Additionally, it is easily interpreted, which can 
be beneficial for credit decisions. 
 Random Forest: An ensemble algorithm, Random Forest is based on the decision tree 
algorithm, creating multiple decision trees and combining their predictions to improve model 
accuracy. 
 Gradient Boosting: Another ensemble algorithm, Gradient Boosting combines multiple trees 
and adjusts feature weights to enhance model accuracy. 
 Neural Networks: This powerful algorithm models complex feature relationships and 
probability of default, capable of analyzing vast amounts of data and uncovering patterns that are 
challenging for human analysts to identify. 
 Support Vector Machine (SVM): A supervised learning algorithm that can handle non-linear 
relationships between features and the target variable, working best with datasets containing 
numerous features. 
 k-Nearest Neighbors (k-NN): This is an efficient algorithm for classification and regression 
problems, able to handle non-linear relationships between features and the target variable, and 
suitable for datasets with few features. 
 Overall, the selection of the algorithm depends on data characteristics and credit risk scoring 
system requirements, with multiple models and techniques often combined for optimal results. In 
summary, machine learning techniques offer a general methodology for predicting the probability 
of default or non-default, as demonstrated in this example.. 
Overall, the choice of algorithm will depend on the specific characteristics of the data and the 
requirements of the credit risk scoring system. It is worth noting that, most of the time, it's a 
combination of several models and techniques that are used to achieve the best results. General 
methodology in machine learning algorithms that can be used to predict the probability of a default 
or non-default. Here's an example of machine learning can be used to predict the likelihood of 
default: 
1. Data preparation: To begin, the initial stage is to ready the data by carrying out cleaning and 
preprocessing tasks. This includes managing missing values, scaling the features, and encoding 
categorical variables. 
2. Feature selection: The next step is to select the features that will be used to predict the 
likelihood of default. This can be done by using techniques such as correlation analysis, or by using 
domain knowledge to identify the most important features. 
3. Model training: The logistic regression algorithm is then trained on the prepared dataset 
using a labeled set of data with known outcomes (default or non-default)  
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4. Model evaluation: To evaluate the performance of the model, various metrics such as 
accuracy, precision, recall, and area under the ROC curve (AUC) are utilized. Based on the results, 
the model can be optimized by fine-tuning its parameters or selecting alternative features. 
5. Model deployment: The trained model can then be deployed to predict the credit risk of new 
borrowers. The model will output a probability of default for each borrower, which can be used to 
make credit decisions. 
6. Model monitoring: After deployment, the model's performance should be monitored and 
updated regularly as new data becomes available. This can help to ensure that the model continues 
to perform well and remains relevant as the financial market conditions change. 
The machine learning algorithms can be used to predict the probability of default for a borrower by 
analyzing their credit history, income, and other financial data. By training the model on historical 
data, it can learn to identify patterns that are indicative of a higher likelihood of default and make 
more accurate predictions about the creditworthiness of new borrowers. 
 
CONCLUSION 
The future of fintech risk management appears very promising with the integration of artificial 
intelligence (AI). The financial industry generates vast amounts of data, and AI can provide more 
precise and advanced analysis, revolutionizing risk management. The present study examines the 
relationship between risk management and big data analytics, artificial intelligence, and blockchain 
concepts in the developing fintech industry. 
The main advantage of AI in risk management is its ability to process vast quantities of data at a 
much faster rate than human analysts. This can assist financial institutions in identifying potential 
risks more quickly and making more informed decisions about risk mitigation. For instance, AI 
algorithms can analyze data from various sources, including transaction records, market data, and 
social media, to identify patterns and trends that could indicate the presence of financial fraud or 
other risks. 
Another crucial application of AI in fintech risk management is automating certain aspects of the 
risk management process. AI-powered systems can automatically screen transactions and flag those 
that appear to be high risk. This can reduce exposure to fraud and other types of risk for financial 
institutions while also allowing human analysts to concentrate on more complex tasks that need 
human judgment and expertise. Additionally, AI can enhance the accuracy of risk models and 
predictive analytics. Machine learning algorithms can analyze vast quantities of data, and AI 
systems can continuously learn and adapt to changing market conditions, helping financial 
institutions understand and manage the risks associated with their activities. 
In summary, integrating AI into fintech risk management has enormous potential benefits, including 
quicker and more accurate risk analysis, enhanced risk modeling, and automation of specific risk 
management tasks. 
Academic researchers play a crucial role in shaping the future of AI in the field of fintech risk 
management, and there are several key areas they should focus on to help advance the state of the 
art. 
 Data Management and Privacy: Given the increasing amount of sensitive financial data 
being processed, it is important for researchers to develop new AI algorithms that can handle this 
data securely and protect the privacy of users. This includes developing algorithms that can detect 
and prevent data breaches, as well as those that can handle encrypted data without sacrificing 
performance. 
 Explainable AI: It is important for researchers to develop AI algorithms that can provide 
clear explanations of their decision-making processes. This will help financial institutions better 
understand the risks associated with their activities and make more informed decisions about how to 
mitigate them.  
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 Improved Accuracy and Performance: Researchers should focus on developing AI 
algorithms that can provide more accurate risk assessments, even in the presence of incomplete or 
noisy data. This includes developing algorithms that can learn from large amounts of data and 
handle complex relationships between different types of risk. 
 Integration with Other Technologies: Researchers should focus on developing AI algorithms 
that can be easily integrated with other technologies, such as blockchain, to provide even more 
robust and effective risk management solutions. 
 Interdisciplinary Research: To achieve the best results, researchers should engage in 
interdisciplinary research that brings together experts from various fields, including computer 
science, finance, and economics. This will help ensure that AI solutions are both technically sound 
and economically viable. 
By focusing on these key areas, academic researchers can help shape the future of AI in the field of 
fintech risk management and bring new and innovative solutions to the market that can help 
financial institutions better understand and manage the risks associated with their activities. 
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