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* An annual survey co-launched by HKTDC and PwC
« Help shape the dialogue at this year’s Asian Financial Forum
« Gauge the sentiment among companies interested in or with business in Hong Kong
» The survey results shed light on:
— Hong Kong’s Al competencies in delivering financial services;
— Challenges and opportunities organisations are facing in Al implementation; and

— Regulatory environment and future developments of Al in the financial service
industry

« Survey conducted between November December 2023 with business leaders in the
FS sector based in Hong Kong and the Chinese mainland.
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Driving Al competencies in
delivering financial services

A




Al has made inroads into several areas of financial services in Hong Kong with

considerable integration seen in virtual assistant/chatbots, fraud detectio
and biometric authentication

Figure 1: What is your perceived degree of Al integration in the following areas of financial
services in Hong Kong?
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Over 80% of respondents believe the use of Al has improved the overall

efficiency of their organisation, both in terms of costs and customer
satisfaction across multiple areas

Figure 2: To what extent has the use of Al improved the overall efficiency, both in terms of costs
and customer satisfaction, in the aforesaid areas?
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More than 40% of respondents believe Hong Kong is at par with

other financial hubs in terms of the development and application
of Al in financial service industry

Figure 3: How would you perceive Hong Kong’s current status in the development and
application of Al in the financial service industry?

6.2% Severely lagging behind 2.5% Significantly advanced

27.2% Lagging behind 23.5% Moderately advanced

40.7% At par with other financial hubs
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Figure 4: Considering both demand and supply side factors, what are the main risks, challenges,
and barriers to further implement Al in the financial service industry?

Data availability and quality 68.2%

Cybersecurity and data privcy | /.
Skill gap in the workiorce | 12
Regulatory compliance |11 506%
Operational failure _ 25.9%
Potential threats to financial stability _ 21.2%
Ethical reasons _ 14.1%
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Figure 5: How are these challenges and risks being addressed?
(Percentage of responses citing “not sufficiently addressed”)

75%
70.6%

Data availability
and quality

73.8%

671%|

Regulatory
compliance

76.2%

659%|

Cybersecurity
and data privacy

75%
63.5%

Operational
failure

72.6%

58.8%

Potential threats to
financial stability

B Global
" Hong Kong

66.7%

37.6%

Ethical
reasons

January 2024
9



Figure 6: Considering both supply and demand side factors, what are the major opportunities arising
from the further implementation of Al in the financial service industry?

Algorithmic trading | 64.3%
Automated customer service 64.3%
Enhanced investment management capabilites | NNy 61.9%
More effective fraud detection e 60.709%
More efficient claim processing [N 59.5%
Increased profitability/cost reducton [~ 31.00%
Developing new products and services [ 22.60%
Increased investor protection/ease of compliance [ 19.00%
Increased transparency N 19.00%
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Moving forward: What does the
future hold for Hong Kong's Al




The current regulations in Hong Kong have largely neutral impact on

the use of Al in the financial service industry

Figure 7: To what degree do the current regulations in Hong Kong impact the use of
Al in the financial service industry?

7.5% Regulations tend to restrain Al use significantly —‘ 6.3% Regulations tend to promote Al use significantly

10.00% Regulations tend to promote Al use moderately

27.5% Regulations tend to restrain Al use moderately

48.80% Regulations have neutral impact
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Respondents believe that Hong Kong demonstrates a moderate

level of effectiveness in keeping regulations up to date

Figure 8: How effectively is Hong Kong keeping its regulations up to date to facilitate the adoption of Al in its financial
service industry? (1 indicating “not effective at all” and 10 indicating “extremely effective”)
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Balancing between innovation and risk while facilitating AI development in

the FS industry would require implementing changes within the

regulatory environment

Figure 9: What changes to the regulatory environment would you agree are necessary to strike a balance between
innovation and risk while facilitating Al development in the financial service industry?
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Hong Kong is poised for further adoption of Al thanks to investor

awareness and acceptance, access to capital for investing in Al
projects, and data utilisation and sharing

Figure 10: To what extent would you agree Hong Kong is ready or future-proofed for further adoption of Al in the
financial service sector for the following categories?
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Hong Kong can implement various measures to leverage its status as an

international financial centre and advanced I&T hub to foster innovation
in Al

Figure 11: How can Hong Kong leverage its status as an international financial centre and
advanced I&T hub to drive innovation in Al for the financial service industry?

Promote further use of Al in the Fintech industry - | 66.30%

Encourage data sharing and open APIs 65.10%

Strengthen Hong Kong's Al regulatory framework N I ©5.10%
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The implementation of
Al has enhanced
overall efficiency,
particularly in the areas
of virtual
assistant/chatbots,
fraud detection, and
biometric
authentication, where a
higher degree of Al
integration is observed

Key messages to take home

*

Hong Kong is primarily
regarded as on par
with other financial
hubs in terms of the
development and
application of Al in the
financial services
industry

il

The major challenges
hindering the further
implementation of Al
include issues related
to data availability and
quality, cybersecurity
and data privacy, and
the skill gap in the
workforce

Algorithmic trading,
automated customer
service, and enhanced
investment
management
capabilities will create
emerging
opportunities for the
further implementation
of Al

$

Implementing necessary
changes within the
regulatory environment,
including advancements
in regulatory sandboxes
and the establishment of
a robust framework for
data governance, is
imperative to strike a
balance between
innovation and risk

KD

Hong Kong is ready or
future-proofed for
further adoption of Al
in the financial service
sector in terms of
investor awareness
and acceptance,
access to capital for
investingin Al
projects, and data
utilisation and sharing
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Respondents profile

Figure 12: What is your organisation size?

15% Less than 50 employees

10% 51 to 100
employees

55% More than
500 employees

20% 101 to 500
employees
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Figure 13: What sector is your organisation’s key business in?

16.7% Others 22.6% Banking and

capital markets

1.2% Virtual assets
platforms

8.3% Fintech
13.1% Consultancy

2.4% Investment
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6% Auditing and

accounting 8.3% Private Equity

7.1% Insurance 3.6% Hedge funds/alternative

10.7% Asset and investments

wealth management
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