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They will actively build an
Al-first culture, show
commitment with senior
management leading by
example, and hire and
develop talent that can
understand both business
and algorithms

PwC’s recent global study Value in Motion' highlighted that leaders
are increasingly expected to demonstrate how they are harnessing
Al to reconfigure their business models. Which technologies or
partnerships they should leverage may not be immediately clear, but
they know that they must act or face being left behind.

This research focuses on the Financial Services industry in the
Chinese Mainland and Hong Kong SAR to understand how Al-
enabled disruption is reshaping business models and achieving cost
and revenue gains.

In China’s 15th Five-Year Plan (2026—2030), Al has been elevated
to a national strategic imperative. Financial services stand at the
forefront of this transformation. Our research reveals how mainland
and Hong Kong financial institutions (FIs) are already translating this
policy momentum into tangible shifts: from cost-efficiency tools to
engines for revenue creation and innovation.

Our research was conducted between October 2025 and January
2026. We collected 201 responses and conducted 20 interviews
targeting the Banking, Insurance, and Asset & Wealth Management
(AWM) sectors in the Chinese Mainland and Hong Kong SAR. We
find that the use of Al has moved from experiment to scale, to
reinventing core processes and launching new services. However,
challenges arise in data quality and governance, talent and
organisational culture. We conclude that future winners will tackle
three main issues:
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They will build an agile Al
governance system that
can control risks and
promote innovation

1 https://www.pwc.com/gx/en/issues/value-in-motion.html
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Mat Falconer

In our latest Global CEO Survey, 53% of financial services CEOs
said they are concerned about transforming fast enough to keep
up with tech/AI. Financial institutions need to tackle
organisational rigidity, emulate FinTech and build agility into
their thinking and processes.

PwC Global Financial Services Leader

Joe Atkinson

We are in the early stages of the Al era, but our work with
organisations already confirms that isolated, tactical Al projects
often don’t deliver measurable value. Tangible returns come
from enterprise-scale deployment. This, in turn, demands
strong Al foundations.

PwC Global Chief AI Officer

Dr. Anthony Neoh

Through interdisciplinary collaboration and international
dialogue, we must formulate AI governance standards that
are both flexible and binding, ensuring that innovation
serves the public good.

Lead Independent Non-Executive Director, CITIC Limited

Former Chief Adviser, China Securities Regulatory Commission
Former Chairman, Securities and Futures Commission of Hong Kong
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Al has moved from
experiment to scale
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Our research shows that senior management’s view of Al has shifted from whether to do it to

how to do it well and capture value. The obstacles include data quality and governance, talent

and cultural resistance. We will outline these and our other findings around the following themes:
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Strategy needs to be matched by resources. Over the next 3-5
years, more than 75% of the organisations we surveyed intend to
position Al either as “a strategic transformation engine” (41%) to
reinvent and grow existing services, or as “the cornerstone for new
revenues” (35%) by innovating new services. However, 61% of these
organisations devote less than 10% of their total technology budget to
Al. These laggards are already finding that the cost and difficulty of
catching up is increasing fast.

Three factors account for this gap between strategic ambition and
resource commitment: “Poor data availability” (30%), “Regulatory
pressure” (20%), and “Maintaining core systems is the priority” (14%).

Focus on cases that are scalable and based on human-Al
collaboration. A collaborative model is at the heart of the five main use
cases covered in this survey: Al augments people’s roles rather than
replacing them. 57% of Fls surveyed plan to use Al to augment new
and existing employee roles.
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Scale is beginning to bring a degree of ROI. The FS industry has
moved beyond the experimentation phase and moved into scalable
deployment with some moderate returns. 56% of Fls report ROl of
their core Al applications of 11%-25%. Al’'s main contribution is in
the reduction of risk-related losses (30%). However, 76% say they
would accept lower or even 0% ROI to pursue Al adoption and
prepare for the future. Financial return is not the primary concern
of Al investment at this stage and many expect returns to follow.

Organisation and talent are the main bottlenecks. Talent and
organisational rigidity are the main barriers to deploying Al at scale
(46%). Although 29% of Fls have already built up an Al-first culture,
maturity levels vary widely.

Data quality and the governance gap are further constraints.
Tackling internal data silos and establishing high-quality data
governance are the keys to success. Nearly 90% of Fls rely on
internal data, but governance is hobbled by “scattered
accountability” and “security & quality” issues (together 87%). A
hybrid model (centralised for core data / decentralised for non-
core) is most popular (50%).

Responsible Al encourages broader adoption. Ethical principles
and regulatory compliance need to be embedded from the outset of
Al development — not addressed afterwards. Compliance is still
heavily reliant on traditional manual review (64%), and there is
insufficient auditing for Al bias, explainability, and hallucinations.
Regulatory pressure—especially around data—is pushing
governance models toward greater centralisation.
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Chart 1-1: Talent is the leading challenge.
What are the top two challenges you face in your Al positioning?

Data availability 41%
Compliance risk 30%
Technical path 26%
Budget predicament 20%
Ethical reputation 18%
Business return 16%

The future winners will succeed in three areas:

01 03

They will actively build an
Al-first culture, show
commitment with senior
management leading by
example, and hire and
develop talent that can
understand both business
and algorithms

They will build an agile Al
governance system that
can control risks and
promote innovation
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‘ ‘ Al is no longer a ‘nice to have’. It is a ‘must live’
across all industries.

Senior Executive, a tech arm of a large conglomerate , ,



Strategic ambition needs to be
matched by resource allocation
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The Financial Services industry has high expectations for Al, but most Fls are trapped by a
resource allocation shortfall. Over the next three to five years, more than 75% of Fls intend to
position Al either as a “strategic transformation engine” (41%) to reinvent and grow their
services, or as the “cornerstone for new revenue creation” (35%) based on new services.
However, 61% allocate less than 10% of their total technology budget to Al.

Our September 2025 report, “What will be left of financial services tomorrow?” 2 recommends that
financial institutions allocate 50% of their technology budget on Al. Our survey therefore indicates
an investment gap of 30-40% in each institution’s technology spend. Success will require
organisations to bridge this gap or risk being left behind by leaders who are already committing
resources at this level.

Chart 2-1: Al as a driver of strategic transformation

How do you define Al’s role within your institution over the next 3-5 years?

A compliance or cost items 8% Still under exploration 1%

Tool for cost reduction and
efficiency 15% Strategic transformation

engine 41%

Cornerstone for new revenue
creation 35%

2 https://www.pwc.com/us/en/industries/financial-services/library/financial-services-tomorrow.html
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Despite its strategic importance, Al’'s share of technology spending remains modest: 61% of
firms keep Al budgets below 10% of total technology outlays. Another 37% allocate 11%—-25%
to Al. These Fls have already seen tangible returns but still stop short of making Al the
centrepiece of their tech investment. Only 2% devote more than 25% to Al, and none has
pushed spending above 50%.

Chart 2-2: Strategic importance not matched by spending

What percentage of your tech budget is Al-related?

Al budget as a proportion
of total tech budget

<10 [ 6%
1250 [ 7
26%-50% || 2%
51%-75% 0%
>=76% 0%
No fixed proportion = 0%
0% 10% 20% 30% 40% 50% 60% 70%

Percentage of respondents (%)

“Poor data availability” (30%) is seen as the primary constraint on investment, exposing how a
weak data foundation curbs the willingness to provide resources for Al adoption. “Priority on
maintaining core systems” (14%) aligns with the findings from client interviews: the majority of
Fls say that traditional business models are vulnerable to technological disruption. Business as
usual spending remains the order of the day.

Chart 2-3: Factors influencing Al budget allocation

Which single factor most influences Al Budget allocation?

Poor data availability makes it difficult to expand the
budget for Al projects

30%

20%

Regulatory pressure affects the flow of budgets

The stability of the core system takes priority _ 14%
The board of directors has designated o
Al as a top strategy _ 13%
The lock-in of talents and suppliers raises the cost of _ 129
Al expansion °
Unverified Al returns have led to budget constraints _ 11%

Others 0%

0% 10% 20% 30% 40%
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Taking a regional perspective, Hong Kong Fls lean most heavily on Al as a lever for modernising
and transforming traditional services; Mainland firms focus on its ability to create entirely new
revenue streams; MNCs are the most ambitious in terms of strategy (42% see Al as “a foundation
for new value pools”) but they also face complex cross-border data issues.

Chart 2-4: Regional strategic positioning

How do you define Al’s role within your institution over the next 3-5 years?

Chinese Mainland Hong Kong Maﬁr;:?!sfHK MNC
Strategic-transformation engine 36% 50% 58% 42%
Foundation for new value pools 38% 20% 26% 42%
Cost-efficiency tool 17% 17% 11% 16%
Compliance / cost item 9% 13% 5% 0%

£ € Our Al strategy was launched last year. It aims
to completely reshape our business into a human-
machine collaborative model over the next five years.
Our organisational and capability structure, along with
our work processes, will be completely transformed.

Senior Executive, a Chinese Mainland insurance company , ,




50%

45%

40%

35%

30%

25%

20%

15%

10%

5%

0

X

Reimagining Financial Services with Al PwC 12

Now let’s look at strategic positioning by sector:

+ Insurance has the highest ambitions of the three: 47% cite “Foundation for new value pools” -
well above the average.

+ Banking: only 42% label Al a “strategic transformation engine” and 68% keep Al spend < 10%
of their tech budget, making it the most cautious sector.

+ AWM: 42% call it a “strategic transformation engine”, the highest of the three sectors, as tech-
savvy boutiques and integrated platforms use Al to re-bundle advice, distribution and alpha
generation.

Chart 2-5: Strategic positioning of Al by sector

How do you define Al’s role within your institution over the next 3-5 years?

47%

42%42%
40%
35% 35%
32%32%
16%  16% 1%
13%
10%
8% 8%

5%

- oy o
[ ] ||

Compliance or cost  Tools for cost reduction Strategic transformation The foundation of the Uncertain/Still under

items and efficiency engine new value pool exploration
improvement
= Qverall u |nsurance Bank = AWM

+ Large Fls: 82% invest “to build competitive advantage”. They are the least budget-constrained
(< 6% cite unproven ROI as a funding hurdle); their real bottlenecks are talent and data.

+ Medium Fls: Pragmatic fast-followers with balanced investment and many now ramping up
Al spend.

» Small Fis: Most budget-constrained and demand a clear short-term ROI before committing
further funds.



Focus on core use cases to
achieve enterprise scale
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Focusing on core use cases is key to achieving enterprise scale and human-Al collaboration. Al
has been deeply embedded into core business processes, with nearly 80% of applications
achieving “partial” or “significant” automation. Among Fls, 57% report that they plan to use Al to
augment employees’ existing (42%) and new roles (15%).

Top five 5 use cases:

02 03 04 05

Back-office Predictive Fraud Investment
process analytics and detection and asset
automation modelling management

Based on the survey sample, these five use cases deliver measurable ROI and are fast becoming
priorities for enterprise-scale Al adoption.

Chart 3-1: The most important Al use case in today’s Fls

Please describe the most important Al use case in your organisation

Intelligent customer service 31

Investment and asset management 28

Fraud detection

N
N

Predictive analysis and modeling 23

Automation of back-end operation processes 19

o
N
o

20 30 40
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Use cases by industry sector:

« Banking: Anti-money-laundering, fraud detection, credit & underwriting, back-office automation
and compliance monitoring.

» Insurance: 60% of cases are customer service, predictive modelling and fraud detection.
+  AWM: investment & portfolio management; data & market analytics; compliance monitoring.
Use cases by company size:

+ Large Fls: despite having bold strategies, deep pockets and the most sophisticated hybrid tech
stacks and governance frameworks, they face the heaviest business-line resistance (59%) and
the toughest data-processing capacity challenges (53%).

* Medium Fls: they post relatively high ROI (11%-50% range) on their core Al use cases, while
achieving high levels of automation without the resistance to change found in larger
organisations. They are currently the industry’s engine for scaled value creation.

» Small Fls: these rely heavily on SaaS/API solutions (42%) and cloud services. They feel budget
constraints (33%) and compliance pressure most acutely and narrowly focus their Al
deployments on scenarios that deliver immediate risk-control or efficiency gains.

‘ ‘ We are not just seeking efficiency gains from Al. We want
it to create new value propositions and business models
that the market has not yet explored.

Senior Executive, a local bank in Hong Kong , ,
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Chart 3-2: For the use case you described in Use cases, what share of the end-to-end
process is currently or planned to be automated

In your case, how much of the process is or will be automated?

45%
41%
40% 38%
35%
30%
25%
20%
15%
10% 10%
10%
5%
0,
1% 0%
0% |
Human Partially Mostly End-to-end Not measured  Don’t know
dominated  automated (10— automated (50—  automated
(£10% of steps  49% of steps  89% of steps  (290% of steps
automated) automated) automated) automated)
Chart 3-3: Level of automation in the top five use cases
What share of the end-to-end process is currently or planned to be automated?
70% 66%
60%
56%
° 54%
50%
50%
40%
34%
30%
20%
10%
0%
Customer Investment and asset  Fraud detection Predictive analysis  Automation of back-
service/chatbot management and modeling end operation

processes
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Human-Al collaboration is now mainstream. Among Fls, 57% report that they would use Al
to augment employees’ existing (42%) and new roles (15%). Al adoption tends to complement
human capabilities rather than replacing people.

Chart 3-4: Human-Al collaboration measures

What is your organisation's primary strategic approach to human-Al collaboration?

Under development 10% Efficiency 15%

5

Efficiency and Augmentation 18%
Augmentation-existing roles

42%

Augmentation-new roles 15%

‘ ‘ We primarily rely on homegrown Al tools, as these
provide us with greater customisation and control.
While matching the performance of leading
external solutions can be challenging, we still prefer
internal development due to their flexibility,
governance assurance, and alignment with our
internal standards.

Senior Executive, a local bank in Hong Kong , ,
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Scalable deployment is
achieving moderate ROI
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The industry has moved beyond the experimental phase and entered a period of scalable
deployment with moderate returns. For 56% of Fls, the ROI of their “single most important Al
use-case” falls in the 11%—-25% band. This represents an attractive return when viewed in
the context of ROI for traditional fintech investments, which average 8%-12%. In time, we
would expect the returns to increase as organisations tackle more complex and value
creative use cases. In fact, 76% of respondents say they would accept <10% or even 0%
ROI, reflecting the strategic importance they see in Al initiatives.

‘ ‘ We are prepared to invest in the development of Al
capabilities without being primarily concerned with the
ROI. These capabilities will allow us to maintain our
independence, reduce our reliance on external vendors,
and retain full control over our strategic direction.

Senior Executive, a local bank in Hong Kong , ,

‘ ‘ With labour-intensive products we can calculate cost
savings as “number of people involved x workload
reduction”. With knowledge-intensive products the
ROI calculation is less direct.

Senior Executive, a Chinese Mainland bank , ,

Chart 4-1: ROI achieved by the FI

For the use case you described, what is the realised ROI?

% The lowest ROI acceptable to your institution, 76%

ROI: 11%—25%, 56%
\

<0% 1-10% 11-25% 26-50% >50%

mA. ROI of the most important Al use case B. Average ROI of all use cases

C. Lowest acceptable ROl in your organisation D. The best ROI of all use cases

19
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The most visible contributions made by Al are in “risk-loss reduction” (30%), followed by “more
effective compliance”(23%), “revenue uplift’ (22%) and “cost reduction” (19%).

Chart 4-2: Where has Al made the greatest contribution for you in the past 12 months?

Where has Al made the greatest contribution for you in the past 12 months?

Reduction in risk losses _ 30%
More effective compliance _ 23%
Revenue uplift _ 22%
Cost reduction _ 19%
No measurable contribution yet - 5%
Not clear I 1%
0% 5% 10% 15% 20% 25% 30%

20

35%

Non-financial returns are a key part of the ROI calculation. For 47% of respondents, better market

positioning and broader strategic options are the main bases for evaluating an Al investment.

Chart 4-3: How FlIs measure return on Al investment

How do you measure return on your Al investment?

Measured from the perspectives of market
positioning and strategic options

Adhere to the traditional standard of return on
investment

28%

A lower or more difficult-to-quantify short-term

return on investment 15%

It is still evolving 10%

0% 10% 20% 30% 40%

47%

50%
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Al-driven automation appears to have a positive correlation with ROI within the core use cases
reported by our respondents. “Fraud detection” and “AML” perform best, followed by “Back-
end operations”, “Predictive analysis”, and “Customer services”.

Chart 4-4: Level of automation and ROI
What share of the end-to-end process is currently or planned to be automated?

What is the realised ROI?

75%
Anti-money
laundering
Fraud detection
65%
Predictive analysis and modeling
S
5 Customer Automation of back-
g service/chatbot end operation
3 Risk Management processes
o 55%
8
o Compliance
Q monitoring
2
@
2 ,
gl IT and Infrastructure Sr%dlt ar}tql
nderwritin
w 45 Data and market ting
5% analysis
Enhanced information
Investment and asset transparency
management
35%
Strategic decision support
25%
11% 13% 15% 17% 19% 21% 23% 25%

ROI
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‘ ‘ Strict requirements within the financial services
industry, such as managing the NPL ratio, can make it
difficult to replace manual processes on a large scale
in the short term.

Senior Executive, a tech arm of a conglomerate , ,

‘ ‘ What is the core strategic significance of Al for
institutions like ours? It is the ability to more
efficiently accumulate, refine and amplify
employees' knowledge. This is more important than
a financial ROI or efficiency gains.

Senior Executive, a large PE firm , ,
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Organisation and talent are
the primary bottlenecks
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Talent and organisational rigidity are the main barriers to enterprise-scale deployment of
Al, far outstripping budget or technical issues. The core pain-point is a shortage of professionals
who “understand both the business and the algorithms.” The translation layer between technical
and business teams remains thin and requires reskilling as well as new talent.

29% of Fls have already established an “Al-first” culture, relying chiefly on training programmes
and executive role-modelling. Legacy decision-making processes persist and functional silos
inhibit the cross-functional collaboration that Al demands. Without cultural transformation,
technical capabilities alone cannot drive adoption.

Chart 5-1: The “Al First” culture of the FI

Do you have an Al-first culture in your FI?

Not yet started

8%

‘ ‘ We aim for 15% of our workforce to be Al specialists by
2026. Around two thirds of these new hires will be
through campus recruitment.

Senior Executive, a large security firm

‘ ‘ Culture — not technology — is the primary barrier to Al
adoption. We need to strengthen our culture of
experimentation, as scaling Al requires this mindset.

J)

Senior Executive, a local bank in Hong Kong

LL Al is an enabler and an assistant, not a replacer.
It assists in approval processes, risk control, marketing
and other tasks, but with humans leading in the
decision-making loop.

Senior Executive, Chinese Mainland bank , ,
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To promote an Al-first culture, Fls need to take three important steps:

* “Provide Al training/ upskilling to improve employees’ Al literacy”;
» “Establish incentive mechanisms to encourage employees to apply Al in their work”; and

» “Senior leadership leads by example and actively champions Al adoption”.

Chart 5-2: How is your organisation promoting an “Al First” culture across the Fl

How is your organisation promoting an Al-first culture?

Provide Al training/ upskilling to improve
employees’ Al literacy

55%

Establish incentive mechanisms to encourage
employees to apply Al in their work

24%

Senior leadership leads by example and

. . . 21%
actively champions Al adoption

0% 10% 20% 30% 40% 50% 60%
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Al adoption has a tangible impact on how the organisation achieves Human-Al collaboration. Fls
normally use “Optimise efficiency and enhance capabilities”, “Workforce reduction”,
“Employee augmentation”, and “Create new Al positions” to achieve this.

Chart 5-3: Main approaches of Human-Al collaboration

What is your organisation's primary strategic approach to human-Al collaboration?

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%
Workforce Employee Optimise both Create new Al Under
reduction augmentation efficiency and positions development
augmentation

= Front-office = Middle-office = Back-office
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Human-Al collaboration has different impacts depending on function: back-office
functions lean toward “automation-led efficiency” (43%) while front-office functions focus on
“Creating new positions” (19%) or “Balancing efficiency with empowerment” (26%).

Chart 5-4: The main strategic approaches of Al

What is your organisation's primary strategic approach to human-Al collaboration?

Middle-office _ 38% 42% 43% 12%

Back-office _ 37% 32% 35%  10%

Front-office - 23% 26%  19% 30%

2%
0%
3%
Not Applicable | 48%
2%
0% 50% 100% 150% 200%
u Streamline staff Employee empowerment
Optimise efficiency and enhance capabilities Create Al positions

It is still under formulation

Pain points by industry:

+ Banking — “talent & organisation” is the main hurdle (48%), silos slow progress, and culture-
building lags that of their peers.

* Insurance — most active cultural build-out, but data bottlenecks are worse than in other sectors.

+ AWM - suffering from both talent scarcity and data gaps, but showing the strongest drive to
change culture.

Scale & organisation strategy:

» Large Fls — highest share with an Al culture already in place, and a structured push to “create
new Al roles” across mid- and back-office functions.

» Mid-size Fls — pursuing the widest range of tactics and still experimenting.

+ Small Fls — the largest share of functions “still formulating strategy” and the least defined
organisational roadmap.



Data quality and governance
gaps are the key constraint to
Al success
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Data is the fuel of Al, but without adequate data infrastructure, it is difficult to deploy Al. Data
quality and governance gaps can also hinder Al’s full potential value.

90% of Fls rely chiefly on internal proprietary data for their flagship Al use-cases. 75% intend to
share data across their group, and 67% with clients. To enable cross-institutional data sharing
within compliance requirements, some survey respondents suggested a solution

of “compliance sandboxes + federated learning”. On the one hand, sandboxes are used to
safeguard compliance boundaries; on the other hand, federated learning achieves value
collaboration without centralised data collection.

Chart 6-1: Overwhelming reliance on proprietary data

Which data source(s) does your Al primarily use?

Third-party vendor data - 6%
Public data [ 3%
User-generated data I 1%
Syntheticdata 0%
ClientData 0%

Others 0%

0% 20% 40% 60% 80% 100%

Chart 6-2: How is this data subsequently used?

Used internally _ 91%
Shared across the group _ 75%
Provided to clients _ 67%
Provided to third parties inside our ecosystems _ 36%

Provided to third parties outside our ecosystem - 19%
Not re-used 0%
Don’'tknow 0%

Others 0%

0% 20% 40% 60% 80% 100%
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To balance control with agility, a “hybrid data-governance” model (centralised for
sensitive and core data, federated for non-core) has emerged as the mainstream,
pragmatic choice.

Chart 6-3: Data management model adopted by Fls

Which data management model do you use?

While governance is challenged by scattered accountability, data-security & privacy (48%) and
data quality (38%) remain the top two pain-points.

Chart 6-4: Data management challenges faced by Fls

What challenges have you faced in data governance?

Data security and privacy protection risks

48%

38%

Data quality and consistency issues

There is a shortage of high-quality labeled

data/training data 32%

Insufficient real-time data processing capability 25%

External and third-party data issues 21%

There is a shortage of data professionals

and specialised knowledge 20%

Data silos among business departments 19%

Legacy system integration obstacles 18%

0% 10% 20% 30% 40% 50% 60%
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Distinct regional governance profiles:
At an industry level, governance patterns diverge
» Heavily regulated sectors (banks, pension funds) — favour centralised governance.

» High-agility players (hedge funds, private equity) — lean toward hybrid data governance to
maintain speed.

* Insurers — adopt a hybrid data model but face the sharpest “data availability” challenge (48%).
How size affects governance and tech paths

» Large Fls — embrace “hybrid data governance” (88%), pairing it with hybrid-model stacks and
hybrid deployment strategies to maximise control and resilience; a unique pain-point is
“insufficient data-processing capacity” (53%).

+ Mid-size players — heaviest reliance on cloud services (40%); they suffer from both data quality

and security challenges.

* Small firms — lean most on SaaS/API models (41%) and pure-cloud deployment; governance is
mainly centralised (40%), with greater dependence on external/third-party data, which is where
their risks also lie.
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Responsible Al will drive
broader adoption
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Case study: In order to promote the principles of responsible Al across the industry, one
regulatory body engaged PwC to carry out a global regulatory benchmarking and research
analysis, comparing Al regulatory developments across priority jurisdictions through a
structured horizon scan and comparative analysis.

In this process, we distilled the different regulatory requirements, mapping how each
jurisdiction addresses distinct Al risks (e.g., data privacy, bias and fairness, explainability and
transparency, model robustness and security, accountability and human oversight, third-party
risk.). We then converted these insights into actionable design principles and policy options
for the client’s consideration.

To facilitate adoption and build industry readiness, we also supported the regulator in
organising industry seminars and workshops to socialise responsible Al principles and
regulatory expectations, explored priority use cases and their risk/impact profiles, and
matched them with fit for purpose solutions. These sessions were geared toward awareness-

building.
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The Financial Services industry acknowledges the importance of Al governance and has
developed initial frameworks. But in practice it still relies on manual controls. Key observations:

1. Governance frameworks are converging on “centralised” and “layered” models, but
they mainly shield their firms from conventional risk.

The dominant governance models are “centralised oversight by enterprise
risk/compliance functions” (64%) and “layered governance frameworks” (60%). This
shows that financial institutions still treat Al as a new source of risk. The overriding impulse
is to satisfy existing financial regulation and risk-control requirements. Governance
blueprints tilt toward “control” rather than “enablement.” The top response to the question
“What fundamental Al rules and key changes will shape finance over the next five years?”
is “upgrade our compliance stack with Al surveillance solutions”, further confirming this
compliance-first mindset.

Chart 7-1: How can Fls balance privacy, security and innovation through Al governance

How can Fls balance privacy, security and innovation through Al governance?

Centralised supervision by the enterprise's risk

0,
control/compliance department 64%

Hierarchical governance model 60%

Small innovation teams compete for

0,
resources and test new solutions 48%

Federal governance (implemented by business lines,

with standards set by the headquarters) 39%

Temporary/project-level governance (no

unified enterprise standard) 1%

0% 20% 40% 60% 80%



2. Obstacles to Al governance come from organisational rigidity and cultural resistance,

rather than technology.

The top three obstacles arise from organisational rigidity, cultural resistance and a shortage
of talent that has both risk control and Al expertise.

Chart 7-2: The biggest obstacle for organisations to carry out Al governance

What is holding back your Al governance?

51%

Lack of clarity on roles and accountability
48%

Business unit resistance or business procedure difficult

Shortage of staff with both risk & Al expertise 48%

The technical complexity of implementation 43%

Limited executive sponsorship or resources 34%

Siloed data preventing unified governance view 21%

Rapidly changing regulation outpaces governance updates 20%

0% 20% 40% 60%
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3. Decision compliance is still secured chiefly through “human intervention” and “after-
the-fact reviews.”

At present, the two most common ways to keep Al decisions compliant are “Establish an Al
decision-making review mechanism with a committee to make decisions” (64%) and “make
decisions traceable through technical design” (62%). Deeper measures, such as “Dedicated
audit team to check for bias and discrimination in Al systems” (51%) and “record fairness
KPIs” (41%), lag well behind. Fls prefer to insert manual approval gates or to ensure results
can be retraced.

Chart 7-3: How can Fls ensure the transparency, fairness and compliance of Al decisions

How can Fls ensure the transparency, fairness and compliance of Al decisions?

Establish an Al decision-making review mechanism _ 64%
and introduce the participation of human committees
Realise the traceability of Al decisions o
. . 62%
through technical design

Establish a dedicated audit team to

check for issues with the Al system 51%

Establish a model list and record the key

0,
performance indicators of fairness 41%

No relevant measures have been taken yet | 1%

0% 20% 40% 60%
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In core businesses, responsible Al is delivered through “process-embedded controls.”
But these controls are pinned to the input and output stages, leaving the model’s internal risks
thinly monitored in real time.

Survey feedback shows that responsible Al practice is embedded in existing risk-control and
compliance workflows; firms excel at erecting “guardrails” on the business-input side
(compliance checks) and the output side (human signoffs, legal approval). But they lack
automated tools to watch dynamic risks that can surface while the model is running—concept
drift, feedback loops, generative hallucinations, etc. (only 35% of respondents cite an “auto-
kill switch”).

Risks can therefore accumulate behind a fagcade of “compliant” process. For example, in
investment workflows the main controls are “Embed pre-trade compliance checks” (58%) and
“Human approval required before order release” (80%).

Chart 7-4: If Al is used in any stage above, which guardrails are in place?

Human approval required before orders are sent 80%

Pre-trade compliance checks integrated

into the Al workflow 58%

Independent periodic challenge of

0,
models and signals 37%

Automated kill-switch or rollback triggered on 359%,
threshold breach

Restricted use of generative outputs in investment 28%

decisions (e.g., summary only, no direct trade signals)

None 1%

Don’t know 0%

0% 20% 40% 60% 80% 100%
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Chart 7-5: How can Fls balance privacy, security and innovation through Al governance?

Centralised oversight by enterprise

risk/compliance functions 64%

Layered governance model (e.g., foundation,
application, innovation layers)

60%

Small innovation teams competing for
resources and testing new approaches

48%

Federated approach with business-line
ownership plus central standards

39%

Ad hoc / project-level governance
without enterprise standards

1%

Others 0%

0% 10% 20% 30% 40% 50% 60% 70%

Industry governance focus:

+ Banks & insurers: governance is compliance-driven first; budgets are channelled into
traceability and explainability modules.

+ Hedge funds: they face the dual challenges of tech-path choice and compliance risk; they
favour “sandbox + canary (progressive delivery)” rollouts for rapid strategy iteration.
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The evolution from risk
control to personalised service
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Our survey finds that Al deployments in the industry are on a path towards value realisation: from
risk control, to cost saving, to revenue gain (“defence — cost-cut — revenue-lift”). The path is
closely linked to their data readiness and ROI thresholds.

Three steps towards value realisation:

1. Defensive / risk control — fraud detection & AML, credit scoring & risk assessment. Map
directly to Al's biggest proven value bucket of “risk-loss reduction”—with unambiguous pain
points and easily quantified ROI.

2. Cost cutting / efficiency — process automation (loan underwriting, document handling, claims,
report generation, KYC, etc.). Align with today’s dominant “partial automation” reality; core
payoff is higher efficiency and lower cost.

3. Revenue-lift / experience — chatbots / virtual assistants, personalised services and customer
insights. These correspond to the “revenue growth” value bucket, signalling the shift from
efficiency tools to value creation and customer-centricity.

Multi-dimensional insights:

» Use-case-driven infrastructure build-out: success in foundational scenarios (risk &
automation) both depends on and forces firms to hard-wire internal data governance, laying the
groundwork for more complex personalisation use cases.

+ Data complexity sets the frontier: the journey from basic use cases powered by in-house
structured data to personalisation, dynamic pricing and other advanced plays that fuse internal
and external multi-source data demands upgrades in governance maturity.

+ Automation propels organisational change: deeper automation directly creates demand for

new human-Al collaboration models and an “Al-first” culture.




Summary & takeaways
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Success in Al adoption depends less on resources and more on organisational readiness,
governance structure, and cultural transformation. Ethical principles and regulatory compliance
must be embedded from the outset of Al development, not addressed after implementation. The
future winners will be the financial institutions that can strike a balance between global standards

and local adaptation.

Looking ahead over the next five years, financial institutions expect a fundamental reshaping of
business models, driven by four major Al-led shifts. These are not simple “+Al” add-ons or patches
that bolt Al onto traditional products. Instead, they are grounded in an Al-native mindset: from the
very outset, Al is treated as the core engine, reshaping products, applications, underlying system
architecture, business logic and user interactions. This represents a new breed of business model
with Al built into its very DNA.

O
01 P

Hyper-personalised
services

Shift from
standardised
products to Al-
enabled, dynamic,
real-time service.

02 |G

Highly automated
and augmented
decisions

Al assumes greater
decision ownership
and acts as a
“super-copilot” for
humans.

03 (&>

Proactive intelligent
compliance

Move from reactive
responses to
embedded, real-time,
ex-ante compliance.

Four critical readiness initiatives now under way:

Foundation building

Invest in Al-ready
data infrastructure
(data lakes, quality
tooling) and hybrid-
cloud architectures.

02 %\B

Talent cultivation

Run large-scale Al
up-skilling programs
for staff and
proactively
recruit/integrate
hybrid professionals.

03

' ){_}
=

Al ecosystem
collaboration

Form broad
partnerships with Al
start-ups, FinTech,
and research bodies
to plug capability
shortfalls.

04

Real-time predictive
risk control

Pivot from post-
mortem reports to
in-flight intervention
and forward-looking
prediction.

04

f/\\
1
Al governance

Build forward-
looking Al-
governance
frameworks that
tackle explainability,
algorithmic bias,
data privacy and
ethics.

Key takeaway: The gap between a future of “deep personalisation and automated decisions”
and today’s spend on “data plumbing, cloud platforms and staff training” exposes the chasm
between strategic vision and foundational capabilities. The next race is for those who double down
on data management, architecture, talent and Al governance systems.



Reimagining Financial Services with Al

"I) About the survey

PwC 43

Our research was conducted between October 2025 and January 2026. We collected 201 survey
responses and carried out 20 in-depth interviews with financial institutions in the Chinese Mainland
and Hong Kong SAR, spanning the Banking, Insurance and Asset & Wealth Management (AWM)
sectors and ranging from small to large organisations.

Among participating organisations:

By region: around 60% are based in the Chinese Mainland, 15% in Hong Kong SAR and 25%
are multinational firms operating across multiple jurisdictions
By industry: 34% are in Banking, 20% in Insurance and 46% in AWM
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