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Introduction
Top five companies across 4 countries, 250 people, 300 years of combined technology experience, scholars in Blockchain 
technology, one common goal... To create a solu�on for the financial markets' biggest problem, that has never been addressed 
before �ll this day. And that problem is that over a billion investors around the world want to know the direc�on of their 
financial asset. Which way is it going to go? And in today’s world, with Ar�ficial Intelligence, Blockchain technology, 50 years of 
data available on 24,000 listed stocks around the world in capital markets, forex, and commodi�es, along with "Wisdom Of The 
Crowd" phenomenon and "Predic�on Markets Pla�orm", investors should have the right to know the direc�on of their invest-
ment. And this is where Nai European Technologies, comes in. 

We are developing a pla�orm combined with all of the Above Men�oned Technologies to serve the needs of the investors 
around the world. Now the investors can confidently invest, may it be in stocks, commodi�es, Forex or metals without ge�ng 
influenced by the investment banks that try to control the asset direc�on by their Some�mes biased reports and analysis. The 
financial crisis of 2008 has been the biggest learning experience for investors of what manipula�on by investment banks does 
to common investors.

Veiliux, founded by the 3rd most accomplished cyber security expert  worldwide who has helped 400 organiza�ons 
such as Facebook, Microso�, Yahoo, Twi�er, Uber, Tesla, Airbnb, Apple, Google etc resolve cri�cal security issues in 
their system. Currently present in Asia Pacific, UAE and UK, Veiliux, has the exper�se required to help NAi accomplish 
its goals in developing a secure and reliable Predic�on Markets Applica�on.  

AppsGenii with 10 years in business and over 500 interna�onal projects under its belt in design, development, 
deployment and training and a team of 70 full �me experts, is one of the fastest growing technology companies in 
Asia Pacific with all of its clientele overseas including United States of America, Japan, Uk and The Middle East, adds 
strength to the core team of NAi European Technologies, as its core partner in conceptualizing and implementa�on 
of the idea behind bringing a Blockchain based revolu�on in the world financial markets. 

Crypto Launchpad, a company based out of Wellington, New Zealand specializing in Independent Due Diligence, 
Investment Banking and Exchange Lis�ng for crypto assets through its cer�fica�on processes and underwri�ng 
services has partnered with NAi European Technologies to provide its professional services in accomplishing the goal 
of raising funds through the ini�al coin offering and to provide independent ra�ng and underwri�ng services.

The intended purpose behind Born Realist was just to share content and opinions when it originally commenced 
back in 2017, but seeing how our content s�rred up and cap�vated people of all sorts, we began our journey as a 
digital media & news company. It was founded by 3 young college students, Shahroze Kashif, Usama Zahid and 
Hasnat Java who were eager to inspire and mo�vate people. And in just one year, Born Realist broke barriers and 
reached great heights of success.
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What is NAi
Let’s Find Out

Predic�on Markets are assured to become one of the most trouble making novel�es in the Capital Market and the 
Data-driven Science, since the launch of the Informa�on Revolu�on. The 
Predic�on Markets have, however, yet to draw the a�en�on in the empire of foretelling & 
Policymaking regardless of their acknowledged efficiency for the accumulated sta�s�cal 
informa�on. This is mainly due to the regula�ons in most of the World’s primary Financial Sectors. 

By the means of powerful, potent, compu�ng techniques, such as; Ethereum and Bitcoin, the technical considera�on 
of the market-based predic�on can proceed abandoned and at a 
percentage and scale formerly incredible. For a Predic�on Market pla�orm to turn into profoundly innova�ve, it 
should be worldwide and make out from a Global Liquidity Pool. The pla�orm must be distributed and untrust-
worthy for such a Liquidity Pool to prevail. Having these requirements in considera�on, the NAiteam has chosen the 
Ethereum Network as the major conven�on upon which the pla�orm will be constructed.
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Our Team

Dr. A�f Farid, Ph.D., who is a Senior Data Scien�st with specific interest in 
Blockchain and Ar�ficial Intelligence, Machine/Deep learning with natural 
language processing joins the top level NAi team with decades of experience 
from Bank of America, American Express, and Unisys and as a Professor of 
Blockchain System Architecture at the University of North Carolina, Charlo�e.
Dr. Farid's experience in Blockchain and Ai will be the guiding light to deliver the 
pla�orm to hundreds of millions of investors around the world. 

His knowledge and experience in the financial services industry along with his 
grip on the subjects of Ai and Blockchain is the core team requirement of NAi.

Dr. A�f Farid



Our Team
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Shahmeer Amir ranked 3rd most accomplished bug hunter worldwide has helped 
more than 400 organiza�ons including Facebook, Microso�, Yahoo and Twi�er 
resolve cri�cal security issues in their systems. Following his vision of a safer internet, 
Shahmeer Amir is the Founder and CEO of Cyber Security startup Veiliux currently 
present in the Asia Pacific, UAE and the UK whose goal is to secure all kinds of organi-
za�ons. Shahmeer also holds relevant cer�fica�ons in the field of cybersecurity from 
renowned organiza�ons like EC-Council, Mile2, ELearn Security etc. 

Shahmeer Amir

He is a founder of social media pla�orm, Born Realist, a household name around the 
world. With over 5 million followers and over one billion video views a year and 
growing, Born Realist, delivers its content in over 130 countries around the world.
Shahroze and The Born Realist Team will personally grow the NAi marke�ng efforts 
from day one. NAi’s target market is more than one billion investors around the 
world presently and it is impera�ve that the NAi pla�orm reaches investors in every 
country of the world. Shahroze and Born Realist will spearhead this mission and will 
reach our targets comfortably.

Shahroze Kashif

A Senior Program Director at Microso� Head Quarters at Greater Sea�le Area, for the 
last 9 years as his most recent assignment in managing large-scale infrastructure 
projects, is a solid addi�on to NAi. Hamdhan, with over 20 years of experience in 
program management of financial services providers, and an absolute grip on the 
subject of Blockchain for over a decade, Hamdhan will play a major role in the 
delivery of the planned project.

Ahmed Hamdhan

Malik Mudassir, a veteran of IT industry and founder of AppsGenii, a company 
that was founded 11 years ago and had delivered over 500 successful projects to 
clients in 18 countries.  He leads a professional team of 75 seasoned senior 
developers whose only goal is to bring innova�on in every project they take 
onboard.

Malik Mudassir



The Problem
These ins�tu�ons are the cause of, if not all, financial crisis around the world. Wrong predic�ons, Inside informa�on 
based opinions, Front Running, Controlling what the investor sees, to outright fraudulent research. If they get 
caught, they pay a small fine to the regulators and the same cycle con�nues un�l it happens again. In this day and 
age of free flow of informa�on, why is no financial ins�tu�on coming up with a decentralized pla�orm predic�ng the 
financial forecast through the "Wisdom of the Crowd" principle? Because it goes against their principle. 

Once they lose the grip on predic�on and forecas�ng to the hands of the general public around the globe, they can 
never regain it.
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Mission Statement
“Our mission is to use Ar�ficial Intelligence and Machine Learning to build an approachable Predic�on Market 
pla�orm which will enable the free flow of useful informa�on and sta�s�cal data along with streamlined 
communica�on between brokers and investors.”
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Core Objective
Prediction Markets can also enable a more e�cient and up-to-date world. These markets and Oracles will link the 
real world proceedings to the Blockchain.

NAi enables anybody to ask queries and search for the answers. This will also create new economic opportunities 
for subject matter experts. Moreover, the power of “Search” is distributed and inclusive.

NAi also seeks to establish a global and open Prediction Market platform with a solo liquidity pool. This in�nite 
resource also enables the modest creation of custom Prediction Market applications and represents a �exible 
marketplace Blockchain Oracle services.       

Working Mechanism:

If a person sitting in China wants to know what investors in 25 countries, for example, think about 
the direction of a particular stock, or a commodity, or even a currency, they have no way to connect 
with each other and form an opinion or witness the collective opinion of any financial instrument. 
Through NAi, now the world will be connected simultaneously on a single platform and exchange 
predictions from a single stock to an Index or a commodity or a currency. 

A workflow of the platform

This free flow of prediction analysis will bring about a revolution where financial institutions' 
control will go into the hands of the general public or to be more precise, 2 billion investors. 
Investors will be able to interact with each other, see the prediction of the assets, based on a 
platform developed on the latest Ethereum BlockChain technology.

An investor sitting in a remote part of any country will be able to now see the predictions of other 
investors from the financial hubs of the world. 

Simply log on, create a question and ask an opinion or browse through the already created 
market predictions and follow the consensus before investing your hard earned money. No 
biased research, no control of information. Just plain TRUTH based wisdom of the crowd.

Platform Overview 
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Smart Contract Architecture:

Assuming there is an event with two outcomes and a user invests 10 collateral tokens he will receive 10 
outcome tokens for every outcome. The user decides to bet on outcome 1 and sells all outcome tokens 
for outcome 2. The price he can ask for outcome 2 tokens, depends on the market’s es�mate on 
outcome 2 will be the winning outcome. Assuming the market believes that outcome 2 will happen with 
70% probability, 10 outcome 2 tokens can be sold for 7 collateral tokens. Hence the user invested 
10 - 7 = 3 collateral tokens for 10 outcome 1 tokens. 

When the event occurred and outcome 1 was the winning outcome, the 10 outcome 1 tokens can be 
redeemed for 10 collateral tokens and the user earned a profit of 7 collateral tokens. Common collateral 
tokens will be either tokens or stable coins, which allow to trade without addi�onal currency fluctua�on 
risk.

Platform Overview
Token Mechanism:

The token vended during the token launch is known as the NAi Token. This is the �me when these tokens 
can be created, so, therefore, the total supply of NAi Token is stable. Market compa�ble fees will be 
charged to the par�cipants on the NAi Services.  These fees will be denominated in the cryptocurrency, 
in the beginning. NAi aims to not only create exci�ng so�ware, but also a community for those who are 
interested in sharing the knowledge and wisdom. 

To achieve this, we need to create a model that lessens the obstruc�on to entry for repeat users. So, in 
addi�on to paying fee in BTC or ETH, NAi par�cipants will be able to pay the fee in Wisdom or WIZ 
tokens. WIZ can only be generated by ac�va�ng the u�lity of NAi tokens. All this is done through a smart 
contract system.
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Platform Overview
Working of the Smart Contract:

The NAi Token holders concede to “lock” their respec�ve tokens in a smart contract. A mul�plier is then 
included for longer clock dura�ons. The smart contract defines the user selected lock dura�on and 
a�erwards, applies the dura�on to a formula that is designed to normalize the supply of WIZ tokens that 
are currently in use.

Before locking the NAi tokens in the smart contract, the users will be able to see closely that how much 
WIZ they will be receiving as the outcome of execu�ng their smart contract. As soon as the user executes 
the contract, 30% of their WIZ will be dispersed for immediate use and the rest of 70% will be dispersed 
propor�onally over the locked �me dura�on. Once the lock dura�on expires, the locked NAi token fails 
to generate WIZ and the NAi token becomes freely transferable by the holder. Moreover, there is no 
restric�on on how many �mes the NAi token may be used to generate WIZ.

A core value proposal of NAi is to assure future characteris�cs of the pla�orms to the users and the 
developers without even relying on the trustworthiness of an opera�ng company. In order to ensure this, 
the elements including fee rates must be implemented into the so�ware. WIZ will overwhelmingly be a 
predominant method for paying fees in the NAi ecosystem. 

In the unexpected circumstances, the pla�orm may become vulnerable to low-fee imitators. The alterna-
�ve pla�orms may logically result in the loss of NAi userbase, and these alterna�ve pla�orms may 
logically cause erosion of the Gnosis userbase, consequently triggering jus�fied loss of developer’s 
confidence that their generated markets and applica�ons will remain viable on NAi.

To avoid such incidents, a fee reduc�on mechanism is designed to strengthen affordability and effec�ve-
ness of the NAi pla�orm. 
The outcome is the added confidence for developers and the partners as well that NAi is the infrastruc-
ture they should be building their markets on. Decentraliza�on and cost are the two core requirements 
for the fee reduc�on mechanism. The mechanism would be costly in order to exclude spam or manipula-
�on. 
All fees paid in BTC/ETH/Tokens go to a sales contract outside the control of the NAi team. If fees exist in 
the sales contract and NAi token holder can submit a bid against some amount of fees enclosed in the 
sales contract. If the bid gets accepted, the NAi will then enter the sales contract and the user will 
receive the specified fees. When the user enters the sales contract, the fee reduc�on mechanism will be 
triggered resul�ng in a reduc�on in fees on NAi propor�onal to the total amount of NAi held in the sales 
contract. The sales contract is one way and the NAi cannot leave this wallet.
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NAi 
Applicable Markets

FINANCIAL INSTRUMENTS:

Predic�on Markets can enable the crea�on of financial instruments that track stock price or commodity value 
with greater specificity than the exis�ng deriva�ves. If we hypothesize the tradi�onal financial instruments as 
expressions of economic value, one can argue that the “expressiveness” of current market offerings is limited to 
the statements of ownership in an asset of financial rela�onships between economic objects and bonds and the 
meta-statements about the values related to an instrument.Predic�on Markets enable more specific expressions 
about the economic events which in turn signal value more clearly at both micro and macro-economic level. This 
kind of market can also inform Analyst’s Earnings per Share (ESP) es�mates for the quarter alterna�vely. Markets 
can also be constructed to foresee EPS itself, while sidestepping the need for analyst forecast altogether. 

These NAi tokens will be sold out at small turnover dependent on the cost of the market to provide liquidity. 
Stable currencies can be constructed by taking a hamper of posi�ons in both sides of the markets. The NAi also 
illustrate the diverse applicability of Predic�on Markets in finance and represent an incredible economic opportu-
nity for a varied set of local experts in an actually global environment. 

INSURANCE & HEDGING INSTRUMENTS:

Great Liquid Predic�on Markets are extraordinarily accurate in evalua�ng the probability of future events and 
therefore indica�ng the related risks. In insurance perspec�ve, the Predic�on Market might be used to approxi-
mate the probability of an insured event and may also serve as an input to or even replace definite actual models.

Moreover, an insurance policy can be computerized by crea�ng smart contracts which buy “Yes” posi�ons in each 
market affec�ng policy risk. The shares in “Yes” posi�on must pay out an amount equal to or greater than the 
proposed damage if an incident occurs. The cost of these contracts for the customer must be equal to the cost of 
all shares for their policy with some markup so that the insurance decentralized autonomous organiza�on also 
known as DAO, may also profit. The NAi Oracle Market serves as a nucleus for claim inspectors to offer their 
inspec�on services to se�le unresolved claims. This proposed insurance method must result in lower costs to the 
customer as it automates and computerizes the business and accoun�ng func�ons and crowdsource the actual 
process and claims inspec�on as well.

With the NAi Predic�on Market pla�orm serving as a global liquidity hub, the distributed applica�on developers will 
be able to generate new classes of the virtual assets that can be used in any simple or complex applica�ons. The 
following sec�on will present a set of inven�ons that can be readily implemented in the exis�ng markets with the 
use of NAi Predic�on Markets. 
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GOVERNANCE:

Decision making is the fundamental of all the authorita�ve models. The Organiza�on should also make 
decisions on which strategies to implement in order to exploit future welfare. For a government, this 
could mean determining how to budget annual tax revenues among the compe�ng policy wits. Take a 
ques�on for instance regarding the alloca�on of budget for infrastructure projects or for educa�on, and 
which choice will result in greater GDP? Disputes can also arise within an extensive class of decisions at 
all levels of a company, many of which can be appalling if poorly executed.In majority cases, such deci-
sions are made by using a hybrid of autocra�c and democra�c process. The former involves a hierarchical 
model in which selected individuals make u�er decisions over the domain of control. The later involves a 
vo�ng process in which the members of an organiza�on cast votes, where plurality, majority, or super-
majority is vital to enforce a decision. Both the models suffer from coordina�on and informa�on ineffi-
ciencies, o�en ensuing in the enforcement of policies and ac�ons that poorly op�mize organiza�onal 
welfare.

Market par�cipants are also then rewarded according to their correctness in predic�ng the future reve-
nue. In this proposed model, the governance is marketed and automated; both. The strategies and 
policies are determined by the values elevated on an open market and enforced either via bonded 
delegates or an automated process. Predic�on markets have proved to be the most efficient informa�on 
calcula�on tool, op�mizing the results by minimizing bureaucra�c overhead.

NAi 
Applicable Markets

INFORMATION:

Predic�on Market applica�ons for informa�on sales can be fragmented into two major categories; the sales 
of device data, and the sales of insider informa�on. The sale of insider informa�on is, however, excep�onally 
high u�lity but is morally and legally ques�onable. The advantage of such markets is that they propose 
real-�me access to all informa�on related to the corpora�on's value thus leading to more precise pricing and 
strong-form efficient markets. In the upcoming years, the interac�on between new informa�on markets and 
mandatory financial system will also be observed. The controllers and officials are expected to adapt its 
obstruc�ve management around insider informa�on for Predic�on Markets but with great difficulty given in 
the distributed nature of compe�ng blockchain-based pla�orms. A stronger trend towards financial trans-
parency will be witnessed that will significantly shrink the pool of lucra�ve insider informa�on and will 
introduce be�er efficacy in the world markets. 

The device data sales might upshot more competent IoT (Internet of Things) op�miza�ons, but it asks for the 
Predic�on Market scaling tools to a�ain high frequency par�cipa�ons with minimum transac�on cost. The 
smart cars asking for the traffic and speed at a par�cular loca�on can be an example of this applica�on. Such 
kind of market may resemble something like a Waze, a GPS naviga�on system, but for machine to machine 
contacts; providing opportunity for sensor devices repor�ng probability approxima�ons used to directly 
op�mize IoT opera�ons
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FINANCES:

NAi team is raising  approximately 15 million denominated in ETH in our token launch. The fund will be 
distributed evenly between the pla�orm and applica�on development.

ROADMAP
COMPETITIVE ANALYSIS:

NAi contests directly with blockchain based predic�on market pla�orm. The following sec�on pursues to 
illustrate the differences between the two aids in major detail. It is worth no�cing that NAi compete 
indirectly with sports be�ng exchanges and op�on markets. NAi dis�nguishes itself from Augur in a few 
important aspects. First of all, NAi is posi�oned as a pla�orm for building distributed predic�on market 
applica�ons as opposed to simply being a center for market making ac�vity. The dis�nc�on is refined but 
represents an exclusively different strategic approach to capture escala�ng predic�ve asset market.

NAi plans on focusing a significant amount of resources towards enabling the crea�on of distributed 
predic�on market applica�ons that make it simple and easy for the users to gain percep�ons into com-
plex topics and make more well-informed decisions. The pla�orms also vary in their methodologies for 
determining market outcomes. Augur’s design is completely distributed and requires Reputa�on token 
holders to allocate a firm percentage of �me per month for repor�ng event outcomes. The consequence 
is a resolu�on process that is hypothe�cally more challenging to game but suffers from slow payouts. 
Considering this cost as a substan�al point of fric�on that may hinder the pace of predic�on market 
adop�on, NAi made an important design decision to create an oracle solu�on which is centralized by 
default.

This mechanism also enables quick resolu�ons via specialized and reputed oracle services offered via NAi 
Oracle marketplace without losing the advantages of decentraliza�on. The paths of all pla�orms also 
differ, while considering the current research that is being conducted around long-term scalability and 
market-based governance. With respect to scalability, blockchain-based predic�on markets that aim to 
serve data-hungry IoT applica�ons will suffer from prohibi�ve transac�on costs due to the high frequen-
cy of requests. 

NAi iden�fies its ac�ve leadership in state channel research as a significant compe��ve advantage in the 
decentralized predic�on market space precisely because it enables decentraliza�on at scale.

Any first mover advantage captured by Augur in the Ethereum space will be quickly overtaken once 
pla�orm scaling becomes the main concern. Moreover, NAi was awarded a grant by the Ethereum 
Founda�on to conduct research on market-based governance, known as Futarchy (detailed in Ongoing 
Research below). Selec�on by leading scien�sts in the blockchain field further signals the overall strength 
of the NAi leadership team.
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Marke�ng and Business Development:

Business development efforts will be concentrated on iden�fying and forming associa�ons with the new 
projects and exis�ng partnerships which can be built on NAi. Marke�ng will be focused on marke�ng NAi 
applica�ons to their poten�al customer segment. Extra efforts will be expended on increasing awareness 
and knowledge of the NAi pla�orm and what can be built with it.

ROADMAP

Legal Costs :

Pla�orm development comprise of building upon and securing fundamental smart contracts, added 
frameworks; such as a comprehensive oracle market, trading and management interfaces, service level 
app templates and customiza�on tools, and integra�on with the future Ethereum substructure like state 
channels and stablecoins.
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Micro Financial Analysis :
Pla�orm development comprise of building upon and securing fundamental smart contracts, added 
frameworks; such as a comprehensive oracle market, trading and management interfaces, service level 
app templates and customiza�on tools, and integra�on with the future Ethereum substructure like state 
channels and stable coins.From a micro financial perspec�ve, financial market could be highly influenced 
by the use of AI and machine learning in financial ma�ers. In this sec�on, possible changes in work 
pa�ern, inducement and pros and cons regarding financial stability are discussed. 

However, if many market par�cipants use similar ar�ficial intelligence and machine learning programs in 
areas such as credit ra�ng or financial market ac�vi�es, the resul�ng correlated risks can lead to financial 
stability risks. If machine-based operators outperform others, this could in the future lead many operators 
to adopt similar machine learning strategies (although this may also reduce the profitability of such strate-
gies). Although there is no evidence that this is happening un�l now, this could become relevant with a 
greater adop�on of these commercial strategies. As with any agricultural behavior in the market, this can 
magnify financial shocks. In addi�on, advanced op�miza�on techniques and predictable behavioral models 
of automated trading strategies could be used by insiders or cybercriminals to manipulate market prices.

1.1.Possible effects of AI and Machine learning on financial markets

AI Model for 
Analysis of NAi

To minimize the irregular flow of informa�on, AI and Machine learning could play a vital role to 
strengthen the informa�on func�on of financial system and improve the produc�vity of informa�on 
processing. The means through which improvements could happen involves:

AI and machine learning may allow market par�cipants to evaluate the informa�on on a wider 
perspec�ve, slowing them to understand the market value and how other components like sen�ment 
analysis, can affect it.  This will help in regularizing informa�on effec�vely and bring stability in market.

naitech.io 13

a)

AI and machine learning may lower market par�cipa�on trading cost by enabling to balance trading 
and investment strategies in a smooth manner, through improving price discovery and minimizing the 
overall transac�on cost in constantly changing market environment.

b)

1.



1.2 Possible effects of AI and machine learning on financial ins�tu�ons

Despite this, risk management through AI and machine learning may create issues. Specifically, when 
human users at financial ins�tutes try to analyze how decision making regarding investments and trading 
is being done. It could be challenging for the humans to comprehend the communica�on methods used 
by these applica�ons. This may lead to users shu�ng off system manually and turning it on again will be 
possible only if other users across market turn it on in coordina�on. This could thus add to exis�ng risks 
of system-wide stress and the need for appropriate circuit-breakers.

Moreover, in case of loss in AI and machine learning based decisions, it is hard to iden�fy who is to be 
held accountable. For example, if loss occur due to AI and machine learning applica�on built by third 
party who is to be held responsible? Ins�tu�on who carried out the trading or the third party that built 
the applica�on? Could the nature of supervision be affected if AI and machine learning is used widely 
even by the non-tradi�onal market players? Moreover, several ques�ons arise among collusion of trading 
applica�ons that rely on deep learning. Specifically, if algorithms interact in ways that would be consid-
ered collusion if done by human agents, then as with human agents, proof of intent may be an issue. In 
this light, there may be a number of legal uncertain�es. 

AI Model for 
Analysis of NAi

AI and machine learning is capable of increasing profitability and produc�vity while reducing the risk 
factor and minimizing the cost in financial ins�tutes. This may lead to stable processing of system:

AI and machine learning may increase machine-based processing of several opera�on which will 
generate more revenue using less cost in financial ins�tutes. For instance, if IA and machine learning is 
used to iden�fy the poten�al customers’ needs or alter products according to targeted costumers, this 
will help in genera�ng a wide range of customers and a market space to grow more. Compara�vely 
less cost will be required for automated rou�ne process in business ma�ers.

a)

AI and machine learning could predict or aware about the possible risks. Risk management through AI 
and machine learning can reduce risk by making decision based on previous records and comparing 
the prices of assets, enabling financial ins�tutes to handle risks in a be�er way. It could also an�cipate 
other suspicious ac�vi�es such as frauds, cyber-a�acks, mysterious transac�ons or other defaults. This 
will aid in be�er risk managements, using the tools to reduce tail risks in a system overall. Whereas, it 
might be unable to detect new types of risk due to rapid advancement in financial sector, while it 
keeps detec�ng accordingly to old risk analysis methods, missing out the new ways of possible fraud.

b)

The data strength and open source nature of AI and machine learning can facilitate collabora�on 
between financial ins�tu�ons and other industries such as e-commerce and economy sharing busi-
nesses.

c)
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Financial ins�tutes may face greater risk due to unreliability of governance system of AI and machine 
learning. Investors need to fully understand the applica�on and their possible tail risk to avoid uncalculat-
ed risks. However, financial ins�tutes need to establish well-designed governance system and maintain 
auditability when installing the AI and machine learning applica�ons. Which will assist in keeping out the 
addi�onal cost for alloca�ng possible risks due to uncertain governance system.

Finally, there may be important third-party dependencies. In the development of AI and machine learning 
to date there is a high reliance on a rela�vely small number of third-party technological developers and 
service providers. This third-party reliance could be relevant for market par�cipants and financial ins�tu-
�ons in the future. For instance, if a major provider of AI and machine learning tools were to become 
insolvent or suffer an opera�onal risk event, this could lead to opera�onal disrup�ons at a large number 
of financial ins�tu�ons at the same �me. These risks may become more important in the future if AI and 
machine learning are used for ‘mission-cri�cal’ applica�ons of financial ins�tu�ons.

AI Model for 
Analysis of NAi

1.3 Possible effects of AI and machine learning on consumers and investors

By increasing the produc�vity of financial services and reducing the cost of AI and machine learning, 
customers could be immensely benefi�ed.

Investors and customers could benefit more by spending less on AI and machine learning financial 
services if borrowing cost and fees is reduced.

a)

Financial services could be widely accessed by customers and investors. For example, applica�ons of AI 
for robo-advice might facilitate people’s use of various asset markets for their investments. In addi�on to 
this, Ai and machine learning could make more sources of funds for consumers and small and medium 
enterprises (SMEs) by advance credit scoring for FinTech lending.

b)

AI and machine learning could alter the financial services as per the need of consumers, making it more 
personalized through big data analy�cs. For example, AI and machine learning facilitate in analyzing big 
data, which could help in providing services as per the needs of customers according the pa�ern shown 
of consumers’ needs. The issue of informa�on breaching of customers could be raised as AI and machine 
learning analy�cs analyze every customers’ characteris�cs through public data. Therefore, special mea-
sures should be taken to protect the output of customers’ analysis, allowing the safe and secure use of 
big data for efficient services. It further emphasizes on developing well-designed governance system for 
financial services delivered by AI and machine learning.

c)
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There are chances of AI and machine learning algorithms crea�ng sensi�ve data informa�on such as race, 
religion, gender etc. based on other provided informa�on, on its own. There is a con�nuous research on 
how to overcome this shortcoming. This is a key area in the broader discussion on AI ethics (see annex B).

According to na�onal regulators, firms developing algorithm models based on AI and machine learning 
should iden�fy poten�al risks at the developing stage to avoid market abuse or causing any kind of 
disrup�on in market values. This requirement is part of MiFID II, which will come into force in the first 
quarter of 2018 in Europe. US securi�es self-regulatory organiza�ons have also implemented such 
requirements for algorithm model development.

BCBS (Basel Commi�ee on Banking Supervision) has also emphasized on the safe and secure produc�on 
of algorithm model that not only meet the firm’s internal policies and procedure, but also fulfills consum-
ers’ requirements and is consistent with risk management and behavioral expecta�ons of the firm. In 
order to support new model choices, firms should be able to demonstrate developmental evidence of 
theore�cal construc�on; behavioral characteris�cs and key assump�ons; types and use of input data; 
numerical analysis rou�nes and specified mathema�cal calcula�ons; and code wri�ng language and 
protocols. It also advices to keep check on models during the development process of it.

AI Model for 
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1.4 Current regulatory considera�ons regarding the use of AI and machine learning

Being rela�vely new, Ai and machine learning applica�ons have no interna�onal standards. S�ll few 
interna�onal standard se�ers have no�ced the risks associated with algorithm trading that may 
exposed systemic risk. Examples include the following:

IOSCO (The Interna�onal Organiza�on of Securi�es Commissions) have made recommenda�ons based 
on effect of newly introduced technologies on market surveillance, including algorithm trading to 
include data collec�on and cooperate across the border.

--

SSG (Senior Supervisors’ Group) which consists of senior representa�ves of supervisory authori�es from 
around the world, have given out outlines to supervisors to consider when assessing prac�ces and key 
controlling algorithm trading ac�vi�es at banks.

--
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Concentra�on in financial markets may be affected by the adapta�on of Ai and machine learning, as 
when concentra�on of financial services may be increased by third party that provides the Ai and 
machine learning services. Also, access to big data could be beneficial to firms to obtain substan�al 
economies of scope. Lastly, large part of market will have access to advanced technology at affordable 
costs required for the installa�on and maintenance of the system. 

Macro Financial Analysis :
Financial system can be highly affected with the extensive adapta�on of AI and machine learning in 
different ways, depending on the applica�ons being used. AI and machine learning applica�ons can 
escalate the economy growth through following means:

From a micro-financial point of view, AI and machine learning have both pro and cons, and can affect the 
systema�c importance of market par�cipa�on degree of concentra�on and market vulnerabili�es:

AI Model for 
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Enhance the efficiency of financial services: AI and machine learning can aid in be�er informa�on 
processing on the fundamental values of assets, with effectual gran�ng of funds to investors and 
projects. Aggregate system could also be benefi�ed by improved risk management of banks’ loan 
por�olio and insurers’ liabili�es. Furthermore, increased speed and minimal costs of payment and 
transac�ons through AI and machine learning, i.e. perform transac�ons at �mes when counterpar�es 
are available with the corresponding demand, will increase transac�ons for real economic ac�vi�es.
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a)

Facilita�ng collabora�on and realizing new ‘economies of scope:’ AI and machine learning will help 
collaborate between financial services and other industries like ecommerce. Along with realizing new 
economies of scope and further nurture the economic growth. Like corpora�on between ecommerce 
and financial services will advance through the customers’ analysis based on their transac�ons and 
payments ac�vi�es.

b)

S�mula�ng investments in AI and machine learning related areas: increasing interest of many firms to 
apply AI and machine learning to their business will further grow the economy through the invest-
ments on installa�on of this system.

c)

2.

2.1 Market concentra�on and systemic importance of ins�tu�ons



With respect to banks’ systemic importance, if Ai and machine learning offer new set of financial services 
and unbundle the tradi�onal banking system, banks then may focus more on narrow set of ac�vi�es 
rather than running their universal services. However, taken as a group, universal banks’ vulnerability to 
systemic shocks may grow if they increasingly depend on similar algorithms or data streams. Simultane-
ously, if AI and machine learning is adopted by a bank that already enjoys public trust, to further empow-
er their market value, its systema�c importance may increase. Compe�tors providing same services on 
compe��ve price may affect the market entry cost and regula�ons, making it difficult to iden�fy whether 
it is increasing or decreasing the degree of concentra�on.

Tradi�onal trading could be affected through Ai and machine learning adop�on. Financial stability could 
also be benefi�ed by the introduc�on of different trading applica�on by other market compe�tors. For 
instance, if an individual receives advise from robot-advisory which is powered by AI and machine learn-
ing, his ac�vi�es would rather be more personal and customized rather than the tradi�onal strategies set 
in the market. Investments in capital market could be increased by reducing the barriers for the retail 
consumers willing to invest. Similarly, the use of AI and machine learning for new and uncorrelated 
trading strategies by hedge funds could also result in greater diversity in market movements. More 
efficient processing of informa�on could help to reduce price misalignments earlier and hence mi�gate 
the build-up of macro-financial price imbalances.

Trading algorithm based on machine learning are capable of giving unexpected results rather than the 
rule-based applica�on which follow the same pa�ern. This will allow firms using AI and machine learning 
to generate more revenue or reduce the trading cost, making Ai and machine learning is costlier. Unavail-
ability of market-wide used data, AI and machine learning models could associate to market movement, 
leading to hindrance of market shock interpreta�ons.

Regarding leverage, liquidity, and maturity transforma�on, the adop�on of AI and machine learning by 
financial market par�cipants such as hedge funds and market makers may also have both posi�ve and 
nega�ve impacts. AI and machine learning could increase liquidity in financial markets through enhanced 
speed and efficiency of trading ac�vi�es.
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2.2 Poten�al Market Vulnerabili�es



AI and machine learning could be used to detect excessive risks and overly-complicated transac�ons and 
to design more effec�ve hedging strategies for risk management by individual financial ins�tu�ons. To 
the extent these tools enable the growth of new credit pla�orms to directly connect lenders and borrow-
ers (broadly called FinTech credit), this could reduce reliance on bank loans, reduce banks’ leverage, and 
achieve a more diversified risk-sharing structure in the overall financial system. On the other hand, to the 
extent that market par�cipants use AI and machine learning in order to minimize capital or margins or 
maximize expected returns on capital (within the constraints of regula�ons, and without paying due 
a�en�on to risks), the use of AI and machine learning may increase risks. Specifically, it may allow for 
much �ghter liquidity buffers, higher leverage, and faster maturity transforma�on than in cases where AI 
and machine learning had not been used for such op�miza�on.

AI and machine learning can increase the interconnectedness of financial markets and ins�tu�ons in 
unexpected ways. Ins�tu�ons’ ability to make use of big data from new sources may lead to greater 
dependencies on previously unrelated macroeconomic variables and financial market prices, including 
various non-financial corporate sectors (e-commerce, sharing economy, etc.). If ins�tutes find an algo-
rithm that produces uncorrelated profits, there are chances of it ge�ng exploited on large level that 
interrelatedness might really increases. Such unpredictable interconnec�ons will only be iden�fied once 
the technology is in use.

The interconnectedness in financial systems may let them share risks or minimize its effects. At the same 
�me, it could give an extreme shock. Collec�ve adapta�on of AI and machine learning could bring new 
risks along. When financial ins�tu�ons’ cri�cal segments are dependent on same data sources and 
algorithm strategies, then under a specific change in market condi�on or newly strategy that could 
exploit widely used algorithm strategy, can damage that segment alike, even if these segments are made 
up of hundreds or thousands of individual financial ins�tutes.
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2.3 Network & Interconnectedness



Moral hazard and adverse selec�on are inherited problems in insurance market which could be reduced 
with AI and machine learning applica�ons. AI and machine learning may aid in reducing the moral hazard 
by con�nuously changing the insurance fee in accordance with the changing condi�ons of the policyhold-
ers. Adverse selec�on could also be decreased if AI and machine learning are used to provide customized 
insurance policies to each individual by analyzing their characteris�cs. This could also create challenging 
situa�ons. For example, the more accurate pricing of risk may lead to higher premiums for riskier 
consumers (such as in health insurance for individuals with a gene�c predisposi�on to certain diseases) 
and could even price some individuals out of the market. Even if innova�ve insurance pricing models are 
based on large data sets and numerous variables, algorithms can entail biases that can lead to non-desir-
able discrimina�on and even reinforce human prejudices. This has raised the discussion of how algo-
rithms are developed, the desired extent of risk sharing and what informa�on is permissible. AI and 
machine learning could help in financial ins�tu�ons (RegTech) as well as supervisors (SupTech). Many of 
the uses described in sec�on 3.4 could result in improvements in risk management, compliance, and 
systemic risk monitoring, while poten�ally reducing regulatory burdens.

Moreover, if AI and machine learning applica�ons are adopted without proper training or means of 
receiving feedback, it could create new risks. For example, when AI and machine learning models are 
used in stress tes�ng without adequate lengthy and diverse �me series or required feedback in actual 
stress events, there are chances that consumers might not be able to iden�fy possible ins�tu�on-specific 
and systema�c risks. These risks may be more prominent if AI and machine learning are used without the 
required knowledge of concealed methods and limits.

Over and above that, AI and machine learning techniques cannot be fully u�lized unless the exis�ng 
regulatory system is not revised accordingly to benefit from these techniques. Like in MiFID II, a firm is 
expected to submit a report when a notable event takes place, regulatory compliance is expected every 
�me. In such case if AI and machine learning is used to iden�fy whether the par�cular event should be 
reported or not, even if tools can point out the needed informa�on for regulatory that could minimize 
the disrup�on in market, there are s�ll high chances of disturbance in regulatory ac�ons. In this case, 
more efficient results could be achieved if AI and machine learning is combined with human judgements 
and other tools to analyze the situa�on. More generally, the greater adop�on of AI, machine learning, 
and other technological advances in finance may benefit also from more of a ‘systems’ perspec�ve in 
financial regula�on to contribute to financial stability in an increasingly complex system.

AI Model for 
Analysis of NAi

naitech.io 20

2.4. Other implica�ons of AI and machine learning applica�ons
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AI and machine learning techniques are being used by regulated ins�tu�ons for regulatory compliance, 
and by authori�es for supervision. RegTech is o�en regarded as the subset of FinTech that focus on 
facilita�ng regulatory compliance more efficiently and effec�vely than exis�ng capabili�es. The total 
RegTech market is expected to reach $6.45 billion by 2020, growing at a compound annual growth rate 
(CAGR) of 76%. SupTech is the use of these technologies by public sector regulators and supervisors. Ai 
and machine learning is used by SupTech to increase the efficiency and produc�vity of supervision and 
surveillance. These two applica�ons, RegTech and SupTech are discussed below and some of the exam-
ples used are from academic sector. These might not yet be used by regulatory or supervisory bodies, but 
there is a poten�al market for it in this sector. The use cases are grouped by the func�on for which they 
are used, namely regulatory compliance; regulatory repor�ng and data quality; monetary policy and 
systemic risk analysis; and surveillance and fraud detec�on.

3. AI and machine learning in regulatory compliance and supervision

Machine learning when, combined with NLP, can be used by RegTech to analyze the unstructured data. 
Combina�on of machine learning with NLP may not only help in monitoring the behavior or applied to 
transparent communica�on of traders but can also interpret data inputs like from emails, instant messag-
es, voice commands, documents, and metadata. This, in turn, begs the issue of the boundaries for the 
employee surveillance policy. Some of the regulatory ins�tu�ons are also experimen�ng to be able to 
seek suitable product requirements through this.

NLP could be used by asset management firms to cope with new regula�ons. In the EU, investment 
managers have to comply with specific requirements in the Markets in Financial Instruments Direc�ve 
(MiFID II), the Undertakings for Collec�ve Investments in Transferrable Securi�es (UCITS) Direc�ve, and 
the Alterna�ve Investment Fund Managers Direc�ve (AIFMD). Firms could poten�ally leverage NLP and 
other machine learning tools to interpret these regula�ons into a common language. Later they can 
analyze and make rules for the automa�on into the integrated risk and repor�ng system to let the firm 
obey the set rules and regula�ons. This will help in cu�ng down the cost, using minimal efforts in a 
compara�vely less �me to interpret and implement new and upgraded rules 
for fund management.

3.1.1. RegTech: Applica�ons by financial ins�tu�ons for regulatory compliance



‘Know your customer’ or KYC is another area in financial industry where AI and machine learning are 
being used to make consumers’ and regulators’ experience be�er. In many sectors, the KYC process is 
o�en uneconomical, requires effort and is immensely duplica�ve. Machine learning is now rapidly being 
used in remote KYC financial services of firms to help them iden�fy and pre-check their customers’ 
backgrounds. There are two basic ways in which it is used, firstly to match images from previous docu-
ments with the latest and secondly by calcula�ng risk scores to let firms decide which of the applicants 
require to receive addi�onal scru�ny. Machine learning-based risk scores are also used in ongoing period-
ic checks based on public and other data sources, such as police registers of offenders and social media 
services. These sources will allow to assess the risks and trust at lower cost in less �me.
 
Firms can use risk scores on the probability of customers raising "red flags" on KYC checks to make a 
decision, either proceed with normal �me and cost of full background check. Whereas some of the 
financial services have avoided using these tools because of the doub�ul accuracy. 

Macro pruden�al can be improved by automa�ng its analysis and data quality assurance using the Ai and 
machine learning methods. A series of new repor�ng requirements across jurisdic�ons has led to a 
greater volume and frequency of reported data, as well as greater resources required from financial 
ins�tu�ons to complete repor�ng on �me. In some cases (for example, transac�ons data in MiFID, AIFMD 
templates, etc.), data receives by the authori�es can be challenging, such that it cannot be used in its full 
poten�al via tradi�onal methods. In addi�on to this, there are more prevailing chances of certain data 
quali�es could be compromised such unfilled fields, substan�al errors or other issues in new datasets. 
For this, addi�onal tools will be required to assure required the data quality.to prevent this, machine 
learning can be brought into use as it can iden�fy in real �me, the poten�al errors and flag them to the 
data-providing sources and/or sta�s�cian, enabling an economical, more effec�ve, efficient, and quick 
data processing and macro pruden�al surveillance of data by the concerned authori�es.
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3.1.2. Uses for macro pruden�al surveillance and data quality assurance



According to authori�es, low data quality issue is one of the main challenges to make full use of TR data 
that needs to be addressed. AI and machine learning can help trade repositories (TRs) to ensure their data 
quality and add value of TR data to authori�es as well as the public. The adapta�on of machine learning 
techniques could assist TRs - for over-the-counter (OTC) deriva�ves or (where applicable) other types of 
transac�ons, such as exchange-traded deriva�ves or securi�es financing transac�ons – raise the quality of 
data. Adequately trained machines learning algorithms could be used to enhance data quality as they can 
iden�fy data gaps, inconsistent data, fat-finger errors and also detect the duplica�on of data or fill-in the 
missing data. In this regard, the Autorité des marchés financiers du Québec reports that it has successfully 
tested in its FinTech Laboratory that a supervised machine learning algorithm is capable of recognizing the 
dis�nct categories from unstructured free text fields in OTC deriva�ves data, such as the floa�ng leg of 
swaps. Based on this algorithm, alerts implementa�ons are on its way that allow to detect transac�ons 
which are not in accordance with obligatory clearing requirements.

Machine learning can be applied to systemic risk iden�fica�on and risk propaga�on channels. Especially 
NLP can help the authori�es in various ways to detect, measure, foresee, and expect the market vola�lity, 
financial stress, unemployment, housing rates, and liquidity risks. . In a recent Banca d’Italia (BdI) study, 
s�ll in progress, textual sen�ment derived from Twi�er posts is used as a proxy for the �me-varying retail 
depositors’ trust in banks. The indicator is used to challenge the predic�ons of a banks’ retail funding 
model, and to try to capture possible threats to financial stability deriving from an increase of public 
distrust in the banking system. Moreover, at Bdl, the required informa�on is extracted from the newspa-
per ar�cles available on the internet by processing them through suitable NPL pipeline to access their 
opinions. As per another research, academics developed a model using computa�onal linguis�cs and 
probabilis�c approaches to uncover seman�cs of natural language in mandatory US bank disclosures. 
This model was capable of finding risks in interest rates, capital requirements, real estate, mortgages, 
ra�ng agencies and marketable securi�es of even back in 2005. Further studies are can foresee and figure 
out the market outcomes and 
economic condi�on, its vola�lity as well as growth.
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3.1.3. SupTech: Uses and poten�al uses by central banks and pruden�al authori�es



Supervisors are able to see the pa�erns of huge and complex data when using machine learning along 
with NLP. The combina�on of NLP with machine learning will let link trading database with other informa-
�on of market par�cipants. This will let to integrate and compare trading ac�vity informa�on with behav-
ioral data like communica�ons and to compare normal trading scenarios with those that may have 
substan�al devia�ons, triggering the need for further analysis.

According to a survey conducted in 2015 regarding the central banks’ usage of big data, that it is expect-
ed that the interest of central banks in big data will increase for the sake of financial stability and macro-
economic purposes. It was expected in the survey that big data would be used to forecast the economic 
condi�ons, in regards to prices increase and decrease and possible infla�on. . For instance, 39% of central 
banks expect to ‘now cast,’ or predict in real �me, retail home prices using big data. AI will make it possi-
ble to predict the GDP, unemployment, industrial produc�on, tourism ac�vi�es, business cycle and other 
economy related condi�on using the nowcast and sen�ment indica�ng techniques.

Researches have been carried out to highlight how Ai and machine learning can be used. According to a 
recent research at Columbia University, researchers combined the observa�onal study with the newly 
advanced machine learning to let public authori�es and market players (i) ‘score’ policy choices and link 
them to indicators of financial sector performance; (ii) simulate the impact of policies under varying 
economic and poli�cal condi�ons; and (iii) detect the rate of change of market innova�on by comparing 
trends of policy efficacy over �me. A study from the BdI employs a dynamic factor model and u�lizes a 
dataset containing variables from different sectors of the economy with the intent of analyzing the 
redistribu�ve impacts of financial arrangement over various regions.. In order to select the sta�s�cally 
most relevant independent variables they use automa�c regression variable selec�on. According to 
another research being conducted at the Office of Financial Research (OFR), researches are trying to look 
into the most popular financial innova�ons which are drawing a large number of market par�cipants in 
financial publica�ons. Researchers at OFR are also trying to analyze the correla�on of news, a�en�on and 
financial stability using machine learning to extract sen�ment and key topics from financial publica�ons.
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AI is being used by regulators to iden�fy frauds and AML/CFT detec�on. The Australian Securi�es and 
Investments Commission (ASIC) has been exploring the quality of results and poten�al use of NLP tech-
nology to iden�fy and extract en��es of interest from eviden�ary documents. NLP along with other 
technologies is being used by ASIC to visualize and detect the extracted en��es and the rela�onship 
among them. Bdl has tried to overcome the banking crimes like money laundering by correla�ng the 
informa�on from newspapers ar�cles with the informa�on extracted from bank transfers, which includes 
both structured and unstructured data. It is �me taking as well as difficult to pin point the suspicious 
transac�on. Machine learning can make it easier to highlight the unusual transac�ons as well as iden�fy 
the complex pa�erns. Monitory Authority of Singapore (MAS) has been trying to use AI and machine 
learning to iden�fy the suspicious banking transac�ons, le�ng supervisors focus more on the transac-
�ons which could possibly be riskier. Machine learning could be used to extract different types of data 
about transac�ons, user’s profile and other but it is also expected that machine learning can aid to 
iden�fy other unusual banking pa�erns, the mysterious transac�on, possible funding to terrorism which 
might not be effec�vely inves�gated otherwise.

Disclosure and risk assessment could be done by market regulators through AI and machine learning. The 
US Securi�es and Exchange Commission (SEC) staff leverages “big data” to develop text analy�cs and 
machine learning algorithms to detect possible fraud and misconduct. Assessment tools are now also 
being included into Ai as SEC staff has been using machine learning to iden�ty pa�ern in SEC files’ text. 
With supervised learning, risks in investment manager files can be iden�fies by comparing the pa�ern of 
latest with the previous examina�on results. According to SEC staff, these newly introduced techniques 
are five �mes more reliable than rand to finding a language that merits a referral to enforcement. While 
the outcomes can create false posi�ves that can be clarified by non-accursed ac�vi�es and purpose, 
these, in any case, give progressively vital signs to grade the examina�on. For investment advisers, the 
SEC staff compiles structured and unstructured data. Unsupervised learning calcula�ons are u�lized to 
recognize one of a kind or outlier repor�ng behaviors – including both points demonstra�ng and tonality 
inves�ga�on. Results from the first stage are then compared with previous exams, leading to second 
stage where machine learning algorithm an�cipate the presence of idiosyncra�c risks at every investment 
advisor. In Australia, ASIC has also used machine learning so�ware to iden�fy misleading marke�ng in a 
sub-sector, such as unlicensed accountants in the provision of financial advice.

3.1.4. Uses by market regulators for surveillance and fraud detec�on
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Financial market provision is transforming with the advancement of AI and machine learning. Though 
data on the degree of selec�on in different markets is limited, but market par�cipants’ communica�ons 
show that certain part of the financial system is rapidly adop�ng the AI and machine learning, out cas�ng 
the adop�on of Fintech innova�ons, like distributed ledger technology or smart contracts. Applica�ons 
such as for detec�ng frauds, managing por�olios or for customized capital are being extensively used, 
and expected to grow even further. This indicates that more focus should be put into financial stability 
beforehand. Moreover, many of the changes will not result in a material change to financial stability and 
hence fall outside the scope of this report.
 
Through AI and machine learning, financial services could be approved by providing more efficiency, 
effec�veness and regulatory and systemic risk surveillance. To further strengthen the financial system, 
proficient handling of data on credit risk and reduced cost for user interac�on can built a strong founda-
�on. AI and machine learning is capable of providing services such as to detect frauds, efficient risk 
management in low budget. In por�olio management, the more efficient processing of informa�on from 
AI and machine learning applica�ons could help to boost the efficiency and resilience of financial markets 
– reducing price misalignments earlier and (under benign assump�ons) reducing crowded trades. Lastly, 
AI and machine learning have enhanced the produc�vity of supervisory and an improved system to 
analyze and mange risks in financial markets.

Due to vast usage with effec�veness, AI and machine learning are prone to increase the dependency on 
third party, giving rise to addi�onal systema�cally vital players. Several large firms are providing the AI 
and machine learning services but likewise, there could be a great demand of third-par�es to provide 
these services of same level as by the leading firms. There is the poten�al for natural monopolies or 
oligopolies. From economy efficiency point of view, these rivalry issues could give rise to financial instabil-
ity if and when such technology firms have a large market share in specific financial market segments. 

4. Conclusion and implica�ons for financial stability
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Exis�ng AI and machine learning tool providers may fall outside the administra�ve boarder or may not be 
acquainted with applicable law and regula�on. Where financial ins�tu�ons rely on third-party providers 
of AI and machine learning services for cri�cal func�ons, and rules on outsourcing may not be in place or 
not be understood. These servicers and suppliers may not be liable to supervision and oversight. Similar-
ly, if suppliers of such tools start giving financial services to ins�tu�onal or retail customers, this could 
involve financial services occurring outside of the administra�ve limits.

Models designed based on AI and machine learning techniques could be hard or at �mes impossible to 
interpret. Inability to interpret the AI and machine learning methods could add to macro-level risk if not 
appropriately supervised by micro pruden�al supervisors. This inability to interpret the models might be 
ignored in several situa�ons as in, if the model’s performance exceeds that of more interpretable models. 
The effects of interpretability cannot be determined easily except in balance sheet of the firm, for exam-
ple during a systemic shock. The models built using AI and machine learning might not be trained as they 
needed to be, in period of high vola�lity. This could affect the outcome of models as they might be 
unable to suggest possible ac�ons to avoid financial crisis or aid in be�er risk management.

Widespread use of models based on AI and machine learning techniques could give out unexpected 
consequences, possibly consequences that could give nega�ve effect on financial system. For Example, if 
a firm designs a model based on AI and machine learning but doesn’t understand its working due to its 
complex nature, it will be difficult for the firm or the supervisors to an�cipate the possible ac�ons made 
by model and its consequences on the market. Similarly, there might be other unexpected consequences 
in applica�on that would slowly affect the built-up as in detec�ng cyber threats, op�mizing capital and 
credit scoring.
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There are expected drawbacks in bring AI and machine learning into use, as inappropriate risk manage-
ment and its oversight. In discussions with FSB members for this report, industry representa�ves noted 
the challenges posed by conduc�ng audits effec�vely, including sufficient skills in-house to understand 
and supervise AI and machine learning models. Though the applica�ons are run by the staff, s�ll import-
ant factors such as risk management, administra�ve management, internal audit and supervisory body 
should be capable of controlling and managing the applica�on. There is a lack of resources and the skill 
and inadequate informa�on about it. Moreover, the supervisory side also needs more skilled and expert 
audi�ng of models which might not currently possible. Some supervisors have shown the concern over 
being unable to note the characteris�cs formed during the scheduling and staging process of model 
development and analyze its governing system at a different level once the model is launched. 

It is important at this point to check the AI and machine learning applica�ons for risks, how they safe-
guard the date, handle risks and take ac�ons regarding cybersecurity. There is also a need to further 
enhance the AI and machine learning applica�ons, making it easier to interpret the decision and outputs 
of the algorithm. Special efforts are needed to make interpreta�ons of AI and machine learning easier, for 
be�er risk management and also to enjoy great trust by the consumers, regulators, and supervisors in 
cri�cal financial services. The complexity of the models may create problem for the users and developers 
to explain it and its working. 

The use of AI and machine learning could further grow as there is a poten�al market to adopt the tech-
nology. AI and machine learning should be further monitored and polished to enable its usage in the 
other sector than the par�cular cases men�oned in this paper.



Token Price Projection
There are close to 1.5 billion investors around the world in financial markets including Stock, Bonds, 
Commodi�es, Forex and Deriva�ves. The value of acquired users on any financial pla�orm varies from 
$300-$650 per registered users. 

Taking the lowest of es�ma�ons and taking into the account that this is the first of its kind revolu�onary 
pla�orm in the world, lets consider the lowest growth rate when it comes to the user acquisi�on. Even if 
NAi acquires just 1% of the total investors out there, that will equal 15 million in the first 2 years and at a 
minimum of $300/user instead of the higher side of $650/user.

15 million users x300 = $4.5 Billion

4.5 Billion / 200 Million Tokens = $22.50/Token (Current Price = $1)

Token Price Projec�on
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NAi
ARCHITECTURE

CORE COMPONENTS

SYSTEMS ARCHITECTURE:

Business development efforts will be concentrated on iden�fying and forming associa�ons with the new 
projects and exis�ng partnerships which can be built on NAi. Marke�ng will be focused on marke�ng NAi 
applica�ons to their poten�al customer segment. Extra efforts will be expended on increasing awareness 
and knowledge of the NAi pla�orm and what can be built with it.

1. Ethereum allows to run decentralized code with smart contracts, making transfer and se�lement of 
assets simple and censorship resistant. NAi is using Ethereum for crea�on of events and markets. Every 
predic�on market trade and every se�lement is ul�mately done on this layer.

2. IPFS allows to store sta�c files in a distributed file system. It is using distributed hash tables to distribute 
files. NAi is using IPFS to store all sta�c files NAi .js or any UI element. In addi�on meta informa�on of 
events is stored in IPFS.

3. NAi tries to compensate the shortcomings of Ethereum and IPFS, which come without search capabili-
�es. NAi offers a distributed, scalable search combining on-chain with off-chain data and will be used to 
query event descrip�ons of predic�on markets.

4. NAi EX is a decentralized exchange to trade predic�ve assets (predic�on market outcome tokens) using 
state channels

The NAicore components consist mainly of four technologies, which are amalgamated
 together in a easy-touse pla�orm. Used technologies include
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Conclusion

Never before Ar�ficial Intelligence been applied with BlockChain on any 
pla�orm for financial forecas�ng.  NAi plans to be the leader in this field. Not only we will allow the 2 

billion investors around the world to predict asset 
direc�on, 

we plan to use the power of Ai to predict the direc�on of the markets all the down to individual asset 
such as a stock, commodity, currency, bond or Crypto Currencies, etc. The most accurate form of Ai 

based predic�on will be now available to the en�re globe through this pla�orm. The world of invest-
ments is about to change forever. Get ready.
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