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— An Al legislation with global impact WAl & Partners

Amsterdam - London - Singapore

An AiDriven Era

While Al has enjoyed a huge spike in popularity across all domains of financial
0 SOKy2f 238 O0GCAYCSOKeéUO 2OSN) 0KS I ai
set themselves the ambitious task of keeping on top of a technology that
appears to show no signs of slowing down with the imminent arrival of the EU
Al Act.

What is the EU Al Act?

Riskbased approach to regulating use, development, deployment and/or
YFEN]SGAYy3I 2F 'L aeadasSvya Ay GKS 9! ol
and fundamental rights.

What does this report focus on?

Analyses the potential impact on the global FinTech industry and their
customers in the first year of operation.
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— Significant regulatory milestone for technology firms WP Al & Partners

Amsterdam - London - Singapore

Pioneering Trustworthy Al Regulation

Protects fundamental rights and harmonizes data legislation for a
thriving digital market.

FinTech Compliance Strategy for EU Al Act
Requires clear plans and standards implementation by Spring 202¢
Leveraging EU Al Act Compliance for FinTech Advancement

Enhances operational excellence, reputation, and digitalization
while reducing regulatory costs.
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— Turning Regulation into a Benefit SEPC Al & Partners

Amsterdam - London - Singapore

Harnessing EU Al Act compliance for FinTech Growth

Implementation drives operational excellence and unveils opportunities
for digitalization and industrialization.

Strengthening Operational Resilience and Cybersecurity

Addresses IT legacy, enhances CRM solutions, and boosts cyber
defence capabilities.

Seizing Opportunities in Industrialisation and Digitalisation

Efficient governance of Al systems streamlines processes, reduces
costs, and fosters innovation.

Overview | Executive Summar¥ey Messagglintroduction | The EU Al Act | Global Fintech Industry | Risks | Use Case | Approach | Quotes | Next Steps | Acknowtsdgemen
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— Extraterritorial reach requires global consideration Y Al & Partners

Amsterdam - London - Singapore

Companies outside
Companies within the EU the EU (e.g. Japan, USA, Australia, etc.)
that are active on the EU market

Companies outside the EU (e.g. Japan, * A majority of the companies outside the
USA, Australia etc.) that deploy Al systems EU are directly or indirectly affected by
to people in the EU the EU Al Act

Overview | Executive Summary | Key Messalidrpduction| The EU Al Act | Global Fintech Industry | Risks | Use Case | Approach | Quotes | Next Steps | Acknowledgements

European Union Artificial Intelligence Adipact in the FinTech IndustryAl & Partners https://www.arand-partners.com/



https://www.ai-and-partners.com/

¢ ¢
Q""‘
RAGEA

— Riskbased approach to regulation of Al systems ST Al & Partners

Amsterdam - London - Singapore

Safeguarding Trustworthy Al Adoption

Aims to ensure Al safety, respect fundamental rights, and prevent mark
fragmentation through a tiered ridbkased approach.

Regulatory Compliance Challenged-foifechs

Many firms may be unprepared for the EU Al Act's requirements, requi
crossfunctional initiatives and comprehensive transformation efforts.

' YRSNAERGFYRAY3 9FinTéechs ! Ot Qa LYL

Requires broader awareness of compliance obligations, e.g. risk mana

Overview | Executive Summary | Key Message | Introductibhg EU Al A¢tGlobal Fintech Industry | Risks | Use Case | Approach | Quotes | Next Steps | Acknowledgements
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— Compliance a preequisite to serve EU market SEETAl & Partners

Amsterdam - London - Singapore

EU Al Act and FinTech Obligations

Aligning regulatory initiatives is crucial to efficiently address documentation,
archiving, and Al system obligations amidst complex regulations.

Entry into Force in Spring 2024

From May/June 2024, glodahTechserving EU customers must start their
compliance journeys, facing potential fines and market access restrictions.

Challenges of Ne@Gompliance

Non-compliance with the EU Al Act expoBeslech$o substantial fines,
reputational damage, and potential legal action.

Overview | Executive Summary | Key Message | Introduction | The EU AGHatidl Fintech IndusthRisks | Use Case | Approach | Quotes | Next Steps | Acknowledgements
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— Avoiding reputational and financial risks

Natural person client-related Non-Natural person client-related

Type of Client Affluent & (ultra) high net-

worth-individuals

Many direct client
interactions, including
sensitive data. For affluent
clients more
standardised/digitalised than
for the highly individualised
(ultra-)HNW individuals

Client interaction

Services and
products offered

Large variety of customised
services and products

Al system type
EU Al Act expected
impact

Unacceptable

Retail clients

Standardised way
direct client
interaction, more
and more
automated,
standardised and
digitalised

Standardised
services and
products

 High | Hgh |

L L

Representatives  of
clients,

institutional
beneficial owners

Very few and

standardised
information about
natural persons

No services or
products to natural
person-based clients

Representatives  of

institutional  clients,
beneficial owners,
potentially WM
clients

Mostly standardised
and only limited
information about
natural person clients
(except those banks
that serve natural
persons out of the
AM division)

No services or
products to natural
person clients (except
those banks that
serve natural persons
out of the AM
division). Potentially
internal services for
other segments

Al

Al & Partners

Amsterdam - London - Singapore

Representatives  of

institutional clients,
beneficial owners,
potentially WM
clients

Mostly standardised
and only limited
information about
natural person
clients (except those
banks that serve
natural persons of
the IB division)

No services or
products to natural
person clients
(except those banks
that serve natural
persons out of the IB
division). Potentially
internal services for
other segments

Low

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech Irllisk$yt)se Case | Approach | Quotes | Next Steps | Acknowledgements
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Credit Scoring Utilising KYC Data

Use Case

High-risk Al

(HRAIS) Develop a comprehensive risk evaluation system using KYC data for

loan assessment.

General purpose Al Objective

el Generate equitable risk scores based solely on KYC data for all loan

applicants.

Challenges and Mitigation

A ChallengeAddressing noise and data incompleteness in KYC
data.

A Mitigation Implement effective prprocessing and data
treatment protocols. Optimize computational efficiency for-non
linear models like random forest aX&Boost

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech IndustryUg&sBageApproach | Quotes | Next Steps | Acknowledgements
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— Tackling Volatility, Uncertainty, Complexity and Ambiguigad on! ST Al & Partners

Amsterdam - London - Singapore

Deployment of an appropriate risk management Appropriate levels of accuracy, robustness and - .
ploy pprop 6 pprop CY’ Comprehensive instructions for use
system cyber security
. L FinTechs must ensure that high-risk Al systems shall To ensure Al systems are clear for natural persons,
FinTechs must establish, implement, document and ;i ) f . s .
o . . consistently perform at an appropriate (i.e., relevant, FinTechs must accompany them with instructions for
maintain an appropriate risk management system. In . . .
Y . . representative, free of errors and complete) level of use that include concise, complete, correct and clear
addition, they must run an established continuous Y . . . . :
. . . accuracy, robustness and cyber security, in line with information that is relevant, accessible and
iterative process throughout the entire lifecycle of the Al , . ; .
stems each Al system’s specific purpose. These must be clearly comprehensible to users (e.g. the system’s intended
R4 ’ documented in the system’s instructions of use. purpose, performance).

Use of appropriate training, validation and

Logging capabilities and human oversight

Specific technical documentation

testing data
: . FinTechs must ensure that training, validation and FinTechs’ Al systems technical documentation must be
FinTechs must design Al systems and develop them to ) . . :
) . ) testing datasets are subject to appropriate data developed and used to assess the compliance of each Al
enable the automatic recording of events, ensuring . . ; . .
i . . governance and management practices, including system to the regulation. The documentation must

traceability of the systems throughout their entire . : . . . s
A ) relevant design choices, data collection, data contain the general characteristics, capabilities and
lifecycle. Also, Al systems shall be designed and . . . . L . -

; preprocessing, formulation of assumptions, prior limitations of the system, algorithms, data, training,
developed in such a way to enable natural persons to I . ) o )

. . assessment of availability and statement of biases and testing and validation processes, as well as risk
effectively oversee their use. . . .
shortcomings. management considerations.

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech Industry | Risks | UsepBaeseh| Quotes | Next Steps | Acknowledgements
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— Following a Thre&tep Process under the EU Al Act

Step 1

Al System
|dentification

Classification

*
.’.‘0
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“Wee2” Al & Partners

Amsterdam - London - Singapore

Professional Services Firm

Step 3
Understanding
Risk Classificatio

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech Industry | Risks | UsepBaeseh| Quotes | Next Steps | Acknowledgements
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— Personal Insights from Subject Matter Experts

Role of EU Al Act in supporting a rapidly advancing

technology landscape

GThe EU Al Act serves as a critical framework in
guiding our engagement with artificial intelligence,
urging us to reconsider the intersection of technology
and morality. This regulation is not just about
compliance; it's a call to align Al with the evolving
societal values around sustainability and fairness to
future generations. It challenges us to think deeply
about how Al can be harnessed not just for economic
gain but as a tool to enhance human welfare and
ethical integrity. In this light, the Act becomes a
pivotal point for reevaluating our moral compass in
the rapidly advancing technological landscape,
ensuring that progress in Al also advances our
collective principles.

Richard FosteFletcher Executive Chair, MKAI

MI<Al

The EU Al Act
A Milestone in Al Regulation

Next decade of growth in FinTech driven by
successful adoption of Trustworthy Al

AL G Q a-trivial tyir@) ¥6 get right and needs a whole
set of upskilling and understanding. The next decade
of growth in fintech comes from those who truly
understand how to embed Al and other frontier
technologies to deliver previously unheafd
operational efficiencies, products and growth, while
ensuring they remain compliant with the regulations.

aLy@Saidiz2NB |faz2 y26 KI @S
field of knowledge to their deal evaluation to satisfy

themselves that their portfolio companies understand
how to make this work, but the prize is worth it!

Eric Van deKleij CoFounder EdenBase

EDENBASE

*
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Al & Partners

Amsterdam - London - Singapore

Enterprises should familiarise themselves with the
O2y OSLIi 27Tt Wz LX Al yOS

CKSNB Aa (KS O2yOSLIi 2F W/ 2YLX
companies and other organisations be incentivized to
go beyond minimal compliance with Al regulation. It
could be said that Compliance Plus needs to be
incentivized, so the companies can be motivated to
go beyond minimal compliance. Opening Compliance
Plus when innovation also takes place helps the EU Al
Act to evolve, finesse and innovate over dmae
G2 SYONIrOS Iy FRRAGAZ2YI
Paul LevyFounder and DirectoFringeReview

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech Industry | Risks | Use @ask | Qpates Next Steps | Acknowledgements
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— Personal Insights from Subject Matter Experts

Creation of a legal obligation on providers to
ensure compliance, such as transparency

AWhile the Act will add an extra layer of protection
and trust for both customers and providers ef Al
enhanced financial services, it must remain
sufficiently agile and dynamic to keep up with the fast
pace of change while ensuring innovation and
creativity are not stifled.

RichardChiumento Director, Rialto

rialto

ACCELERATED IMPACT

The EU Al Act
A Milestone in Al Regulation

Role of guardrails in driving both trust and
integrity in Al solutions

OGuardrails in Al are the silent sentinels, guiding the
digital minds towards integrity and trust, ensuring
that every step taken is within the bounds of our
collective moral compass.

Helen YuCEO, Tigon Advisory Corp.

Tigon Advisory

Start-ups, cure your disconnects

AR J
40
4.0 00
4000

W Al & Partners

Amsterdam - London - Singapore

Investors committed to supporting a responsible
Al ecosystem

OWe are committed to fostering a responsible Al
ecosystem, fully aligned with the EU Al Act, ensuring
transparency, accountability, and protection of
fundamental right€.

TaoTaq Founder, Up VC

UP!
vC

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech Industry | Risks | Use @ask | Oootes| Next Steps | Acknowledgements
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— Personal Insights from Subject Matter Experts WSS Al & Partners

Amsterdam - London - Singapore

The EU Al Act Introduction
A Milestone in Al Regulation DdZARAY 3 9OYUSNIINRASAQ 9! 'L ! OO0 t NBLI |
Multi-discipline approach for compliance needed Importance of thought leadership in spearheading Greater clarity behind Alecisioamaking drives
EU Al Act enterprise preparation increased consumer trust
GThe requirement of cros®ctional perspective to
comply with the EU Al Act is a very valuable one. The GGiven the likely impact of new Al regulation over the oGreater understanding of-Ativen decisions could
97 'L ! Ou Aa F+ ftlFg O0KFO Wi@Raiedyedrd thid réport pfovidedaR éxcelleytR = increase trust in financial services and empower
therefore, incorporates various concepts, such as Risk  starting point for those looking to get to grips with consumers to manage their finances more effectively
Management, Human Oversight and Data the new requirements fabté although consumers may raise concerns about
Governance, through the legal perspective. At the potential bias in Al algorithms used in areas like loan
same time, to meet the requirement of the law, a James BurnjePartner, Gunner Cooke approvals or insurance pricing. The Act's focus on
multi-discipline approach for compliance may be fairness and nodiscrimination aims to mitigate

needed. Legal interpretation is key, but a diverse

input to understand how compliance may be gunnerCOOke

achieved is necessdarg

these risk® ¢
DenidNwanshi CEONetraScale

Vibhawithal, Associate Partner (Litigation), Anand
and Anand

Y"NETRASCALE
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— Personal Insights from Subject Matter Experts SEEST Al & Partners

Amsterdam - London - Singapore

Data Dilemma for the Fintech and the
Opportunities

0By mandating strict data governance and privacy
controls, the EU Al Act could be seen limiting the
ability of FinTech companies to leverage big data and
advanced analytics, thus impeding their capacity to
offer personalised and innovative financial services
and their business model overall. Combining data
governance, the EU Al Act and GDPR creates a
complex landscape for Fintech. However, effective
compliance with the EU Al Act and GDPR can
significantly enhance trust among customers,
partners, and regulators. Demonstrating a
commitment to protecting personal data and using
Ethical Al will help build a reputation for integrity and
responsibility, which is crucial in the highly
competitive FinTech industry. Establishing strong
governance frameworks that include accountability
mechanisms for Al and data use can enhancegrust.

Dr.Indranil NathFloD) FBCS, CEng.

EU Al Act and the Global FinTech Industry
Driving Growth by Adopting Responsible Al

New age FinTech Al products embed cuttidge
governance

oFinTechbave great opportunities by developing
responsible Al products with governabgelesign.
This is the time fdfinTech$o pave the way for
generative Al and negen Al with Al governance
suitable for this age and set a high industry
standard, challenging established financial
institutionsé

MikaelMunck CEO & Founder, 2021.Al

AN

2021 Al

Importance of EU Al Act compliant general
purpose Al models to build market confidence

oSteve Jobs said that PCs were to human minds, as
bicycles were to human mobility. Some say that Al
models are the equivalent of fast cars for human
minds.

acraid OFNB 2yfée o06SOIYS
once good brakes were introduc&imnilarlythe EU Al

Act is the equivalent of brakes for Al models, to make
them safe enough for us all to think fasfer!

SirishReddj Director Voxta

V.e:XTA
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— Personal Insights from Subject Matter Experts WAl & Partners

Amsterdam - London - Singapore

Embracing fundamental rights within innovation
represents a step forward

GThe EU Al Act is an important and transformative
piece of legislation. By setting global standards and
adopting a riskbased approach to Al regulation, the
FinTech sector will be empowered to balance
innovation with safety and transparency.

oBut because the Act aims to strike a balance
between innovation and fundamental rights,
organisers of FinTech events will be able embrace
cutting-edge Al technology with confidence, knowing
that ethical standards are upheld, which can only be
a positive step for botRinTechandevents

organiser® ¢

LaurenceColdicott Content Director, FinTech
Connect

3, Finfech

CONNECT

EU Al Act and the Global FinTech Industry

Driving Growth by Adopting Responsible Al

Embracing Trustworthy Al transcends compliance

¢ itsa strategic competitive advantage

dn the evolving FinTech landscape, embracing
trustworthy Al isn't just about compliancé's a
strategic advantage. By prioritizing transparency,
investing in robust infrastructure, and staying ahead
with ongoing training, we turn regulatory challenges
into opportunities for innovation and trustilding.
Timely preparation is key to unlocking Al's potential
responsibly, ensuring lotgrm success in a dynamic
marketé

James Hodgsofi,EO, 300Brains UK

300 Do IT

BRAINS Smart

Guardrails a preequisite for enterprise
generative Al adoption

GThe vast benefits of generative Al were obvious for
many to see but guardrails were needed to ensure
control and governance. Now you have guidelines
and frameworks to operate within and this makes it
easier for businesses to narrow their scope. Thus,
they can focus their efforts on extracting the
maximum value from this innovative technology and
R2AYy3 a2 NBalLRyaAot e dé

Muskan Varshne¥nterprise Sales ExecutiS&C
Blue Prism

SSEC blueprism
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Avoiding Reputational and Financial Risks
Impact of the EU Al Act on Al Governance Impact of the EU Al Act on Al Governance Impact of EU Al Act on Various FinTech Segments

Control and regUIation have become key focus Trust remains an essential Component in driVing Vo|untary responsib|e Al commitments represent a minimum requirement
points for legislators mass Al adoption
GTo break down the business redesign process into manageable steps, avoiding
dFeels like Al is a compulsory statement in every dnAthe evoIving Iandscapg of ng3 effective Al d|srupt|on while achieving comphanEmTechsan start by makmg voluntary
sentence related to technology. Even if 10% ofthe NBX 3dzf | A2y GKIFI G R2SayQi re@p@ﬂsﬂjé/ﬂ comivhan@ Nex?k thely sho@d abddsDtRdir te&dinds2tdddopt
narrative or spin is true, we are in for a period of FinTech firms to ensure transparency, fairness, and these commitments and redesign business processes accordingly.
uncertainty about what this innovation will bring. security, fostering trust and sustainable growth
Some positives, but also some risk. within the decentralised ecosystém. G. & F20dzaAy 3 AY A G ARnTechsan Adghtify gaps and ama { ¢
o o from mistakes, which will inform improvements in more critical areas. This iterati
aD2@SNYyYSyida +FNBE NAIKGT aames BowatefFoRnnar, The Oigital Zgmmbd@véalthl approach builds human capacity and ensures continuous learning. Celebrating

Iooking at control and regulation. As_sess thg n_sk successes with their ecosystem reinforces these efforts. This/step strategy
remediate and I.et the_consumer decide. Thisis is the core value that the Al 2030 Responsible Al Pledge program brings to
absolutely the right thing to do. Implement the FinTechs dzf GAYlI G6Sté& Sylotiay3a GKSY G2 |0
guiding principles and controfsfast
Th Xiaochen Zhang hief Responsible Al Officer & Executive Director, Al 2030; CEO
Tej DosanjhAl Governance Consultant, Al & Partners . . e FinTech4Good
. Digital
o A | Commonwealth .
.’o’o';
WL Al & Partners )
Al2030

:::::::::::::::::::::::::::::::::
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— Navigating the future TSP Al & Partners
Amsterdam - London - Singapore
Setting Industry Best Practice

sy A Stay InformedMonitor regulatory updates and guidance related to the EU Al Act
to ensure ongoing compliance and adaptation.

A Industry CollaboratiarParticipate in industry forums and initiatives to share best
practices, address challenges, and advocate for responsible Al development.

A Engage with RegulatoBuild positive relationships with regulators through open
communication and proactive engagement.

A Invest in Responsible Al Practicg@sntinuously assess and improve Al
deployment strategies to align with evolving ethical and regulatory standards.

A Be Proactive, Not Reactivepproach the EU Al Act as an opportunity to drive
positive change and lead the industry towards responsible Al adoption.

Overview | Executive Summary | Key Message | Introduction | The EU Al Act | Global Fintech Industry | Risks | Use @ask | @pptes | Next Step$ Acknowledgements
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A AjayShamdasanireelancenriter, editor and researchemwho divideshis time between HongKong,Dubai,and Mumbai He hold an ABin history and politics &
governmentfrom RiponcollegeJDand MiPCTdegreesfrom the Universityof New! | Y LJa FrarikiBRiceLawSchooland an LLMin financialregulationfrom
the lllinoisinstitute of ¢ S O K y* 2Chi2age&eft&ollegeof Law

A DougHohulin Busines#ssociatgAl & Partners) Strategyand TechnologyAdvisoron Responsiblél (Ethics GovernancePolicy,RegulationComplianceSafety), Al
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