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Two-thirds of senior banking and analytics leaders believe
that GenAl will fundamentally change the way theyd o
business

- McKinsey Forum on GenAl 2023
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Generative Al has the potential to deliver significant new value to banks—
between $200 billion and $340 billion.
Value created by Al at stake by segment and function,' $ billion
Traditional Al and analytics [l Advanced Al [l Generative Al
0 100 200 300 400 500

Capital markets and . 29
investment banking

Asset management - 59

Wealth management - 45

Software engineering - 48

Risk and legal | L ESE

IT and finance I 10

Talent and
i g 18
organization I

'Assumes 0% overlap of traditional Al and generative Al (generative Al assumes the lower end of value at stake), top-down estimation based on projected
growth and value pools.

Source: The economic potential of generative Al: The next productivity frontier, McKinsey Global Institute, June 2023; QuantumBlack, Al by McKinsey
traditional advanced analytics and Al analysis

McKinsey & Company
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American Banker Survey

Q: How would you describe the expected pace of GenA | adoption at your organization over the
next 12 to 18 months?

By Bank Type
Global/ Regional/ Community
1 National bank Midsized bank bank Credit union Total
Wae are nr:owgng fgmard aggressively ($100B+) ($10B-<3100B) (<310B)
t t
across the broader organization m
P

We are focusing on small-scale

implementations for specific tasks or functions
i
We are taking an incremental approach,

starting with smali pilot projects

61% 38%

We are still learning, collecting information 40% 47%

26%
—
We have no plans to use

13%

7%
| — 11%
| am not sure —
Implementing (NET): 55% 40% 28% 40% 37%
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American Banker Survey

Q: In what areas is your organization using or like

the next 12 to 18 months?

General Business Use

For general office productivity 45%

To help fight fraud

To help developers generate code

Toreview or assess client data to inform 19%
development of products or services

For compliance documentation 18%

To help create legal document
summaries

17%

For proposal and pitch material

To recruit/hire new employees
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_Toimprove emails/
marketing communications

To help contact center reps or customer
service reps answer questions

To personalize customer experiences

~ Fordirect client/customer
communications (e.g.. via email or text)

To onboard customers/clients

To personalize employee experiences

To help employees with benefits
education or selection

To onboard employees

I"H$Y68& () $++&,-.(/0/1(2,38456* 7(-6&(8"9&S$(":();

ly to use GenAl to support your business over

Client/Customer-related Use

Especially true
(directionally)

of community
banks (69%)

Employee-related Use
19%

19%

1506



American Banker Survey

Q: In what areas is your organization using or like  ly to use GenAl to support your business over
the next 12 to 18 months?

1 ??,?:tks?.,%\:ﬁn&' ggégé(g%w Il Notataliconcerned [l Notvery concerned Somewhat concerned [ Very concerned Vorg{'z%what
Nonsensicaornaccurate nformation e EET TS 30% AT so%
Bias creeping into models/decision making [|ELCH I IELCHN 44% S 3% 80%
Difficulty explaining/auditing algorithms  [[EL IR 49% 2% 78%
Degradation of client trust and transparency Im 41% _ 77%
Exposing customer data I m 40% _ 76%
Proviing anothr ertofvurerebiy o |7 MEFTSN 7% PG 73
Running afoul of regulatory requirements .m 40% _ 71%
Risk of copyright infringement 35% S 30% 65%
Increased risk of fraud 50  23% 3006 S 26% 65%
Difficulty realizing ROl from Al investments m 31% C13% 44%
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Generative Al in the financial services industry soon:
What could it be?

I Fulfill the unmet promises of OBig Data,O particulas as it relates to unstructured data sets
I CRA
I Policies and procedures
I Speeding renewals and reviews
I Lowering credit losses/sharpening underwriting b internal data

I Improve financial standing
! Inc_r?ase financial inclusion by incorporating non-publ ic repayment factors (flip side of the bias
coin
I QOverlay on all spending to find budget categories in on e login (tax-time help too)

I More timely, accurate pattern re_co%nition of spendin g and searching habits that could lead
to better Onext offerO to help clients reach their gals.

I Automated ruIe—uPdate engine for models to comply wit h ever-changing regulations b risk
management could be a top use case!
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FIs Using GenAl for Customer Relationships

AMERICAN BANKER. Frirerin

BANKING -+ POLICY ~ PAYMENTS -+ TECH - CREDIT UNIONS ~ WORKPLACE -~ OPINIQ

ARTIFICIAL INTELLIGENCE

'It's worth all the hype': SouthState
Bank deploys enterprise ChatGPT

By Penny Crosman June20,2023,1:01p.m.EDT  5MinRead
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FIs Using GenAl for Marketing

CIO @Topics Events Newsletters Resources BrandHubs

Penl-ed to bank on gen Al for
hyper-personalization

Feature
Aug 31,2023 « 6 mins

Digital Transformation Financial Services Industry Generative Al
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~Is Using GenAl For Customer Service

BAC

banking. always connected.
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EXTRAORDINARY

BANKING
AWARDS

Above-and-Beyond
Customer Service

CATEGORY WINNER

Local Bank Receives National Recognition for Customer Service
Excellence

STOCKTON, Calif -- November 7, 2017 - For the second year in a row, local family-owned BAC Community Bank
has been named one of the top extraordinary banks in the United States by the Institute for Extraordinary Banking.

This year, BAC Community Bank was recognized with two awards. In addition to receiving a Banky™ Award - the
Mark of Excellence for Community Banks - BAC Community Bank was also recognized for its exemplary focus on
customers by being presented the Institute’s Above-and-Beyond Customer Service Excellence award among banks
with $500 million to $1 billion in assets.

The Extraordinary Banking Awards exist to highlight the vital, yet often overlooked, role that local community
banks play in our economy.

One recent conference noted that although community banks represent only 13% of all banking industry assets,
they provide 43% of lending for small farms and small to medium-sized enterprises - a substantial piece in building
a strong local economy.

BAC Community Bank employs a relationship approach to banking, and demonstrates its dedication to providing a
superior customer experience to its retail and commercial banking clients through continual advancements in
technology coupled with personalized attention.
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FIs Using GenAl for Compliance




FIs Using GenAl for Fraud Detection




FIs Using GenAl for Data and Analytics



GenAl Unique Risks

I Impaired Fairness and Bias

I Intellectual Property Infringement
I Privacy Concerns

I Security Threats

| Explainability and Transparency

I Reliability

I Organizational Impact



Reqgulatory Risk

OThereOs a real risk that we have a cyber arms race
using generative Al with defenders and attackers in a
constant struggle,O Barr said. OSo we do need to
make sure that we are, and banks are, investing in
the kind of technology that is useful [to guard against
cyber attacks].O

-Michael Barr, Federal Reserve Vice Chair for
Supervision

I Al] might provide incorrect information or might
fail to identify that a customer is invoking their
federal rights or might fail to protect their
privacy.O

-Rohit Chopra, Director, Consumer Financial
Protection Bureau

OWith Al, fraudsters have a new tool to exploitE
they may do it in a narrowcasting way, preying
upon our personal vulnerabilities.O

-Gary Gensler, Securities and Exchange
Commission Chairman



GenAl Framework for a Bank

| Strategic road map

I Talent development

I Operational model and business cases

I Technology (build vs buy)

| Data

I Risk and controls

I Adoption and change management processes

‘%



How do we achieve the promise Osafely and soundlyO?

I Collaborate internally

I Consider strategically, enterprise-wide

I Seek outside expert advice

I Test and Validate

I Use Appropriate Controls

I Constantly Document and Re-document

I Transparency, including plain language

I Order of operations is important b internal, private, non-client data to start
I Governance/Risk/Compliance (OGRCO) tools are already avkable to help



Banks that foster integration between
technical talent and business leaders are more
likely to develop scalable gen Al solutions that

create measurable value

- McKinsey OCapturing the Full Value of Generative Al in Banking December 2023
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