ISSN: 2141-5595

DOI: 10.53469/jgebf.2024.06(07).12

Review and Analysis of Advanced Analytics in
Financial Services

Journal of Global Economy, Business and Finance (JGEBF)

Rampal Samantray

Virtusa Corporation

Abstract: Financial Planning and Analysis (FP&A) has evolved from traditional budgeting and reporting to more dynamic and
sophisticated approaches by integrating advanced analytics techniques like Machine Learning and Artificial Intelligence. This
transformation has made FP&A highly efficient, enabling data - driven decision - making and positioning it as a strategic business
partner. Adopting advanced analytics in FP&A offers numerous benefits, including improved decision - making, efficient processing of
large datasets, increased operational efficiencies, and reduced regulatory compliance risk. However, organizations have been slow to
embrace these approaches due to challenges related to infrastructure overhaul, talent acquisition, and change management. A
comprehensive literature review explores the importance, application, benefits, and challenges of adopting advanced analytics in FP&A.
It also includes case studies that exemplify how organizations utilize advanced analytics techniques to enhance financial management
and optimize decision - making processes. Walmart leverages AI and ML for data - driven decision - making, demand forecasting, pricing
optimization, and competitor analysis. This approach maximizes revenue, profitability, and customer value. American Express implements
advanced fraud detection technologies powered by deep learning models, resulting in improved fraud detection accuracy and real - time
transaction monitoring to safeguard customer interests. AXA Insurance utilizes AI and ML to predict high - loss driving accidents and
introduce personalized pricing, leading to improved financial management. These case studies demonstrate the practical applications and
benefits of adopting advanced analytics techniques in FP&A, empowering organizations to make informed decisions and achieve
financial optimization. Despite the challenges, embracing advanced analytics in FP&A has the potential to revolutionize Financial

Management and improve overall Business Performance.
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1. Introduction

Accurate Financial Planning and Forecasting are crucial in
today's market environment for efficient and -effective
resource allocation [1]. As a result, most organizations have
dedicated Financial Planning & Analysis (FP&A) teams
within their Finance function. With the advent of new analysis
techniques, the availability of big data, and increased
competition that demands data - driven decision - making, the
expectations of FP&A teams have shifted from being mere
reporters to becoming strategic business partners. Advanced
Analytics has emerged as a set of techniques tailored to this
evolving context. It involves using data, statistical algorithms,
and advanced analytical techniques to identify the likelihood
of future outcomes based on historical data and other relevant
micro/macro variables. These techniques enable FP&A teams
to make informed and data - driven decisions in a fastpaced
business environment.

Advanced Analytics techniques, such as Artificial
Intelligence, Machine Learning, and Natural Language
Processing, have been widely implemented in Financial
Planning and P&L Management [2] According to the State of
Financial Planning and Analysis 2022 report by the
Association for Financial Professionals (AFP), 62% of
respondents reported using advanced analytics in their FP&A
function, marking an increase from 56% in 2021. The Power
of Analytics in Financial Planning and Analysis, a study
conducted by the Deloitte Center for Financial Analytics,
revealed that companies utilizing advanced analytics in their
FP&A processes are more likely to achieve their financial
goals. Moreover, the Future of Financial Planning and
Analysis report by the McKinsey Global Institute predicted a
significant impact of advanced analytics on the future of
FP&A. According to their projections, by 2030, around 70%

of FP&A tasks will be automated through the use of advanced
analytics techniques. This multiple - case analysis delved into
the benefits and challenges of implementing advanced
analytics to support financial planning and analysis. Each
case study involved a detailed examination of a specific
phenomenon within its real - life context, aiming to provide
insights that can be generalized to similar cases. By working
with multiple cases, it allowed for comparisons, contrasts, and
the identification of patterns across different contexts, thereby
enhancing the generalizability of the conclusions drawn.

2. Literature Review
2.1 Evolution and Role of FP&A

Financial Planning and Analysis (FP&A) has undergone
significant evolution, expanding its organizational scope and
influence [3]. Initially, FP&A primarily focused on budgeting,
financial reporting, and variance analysis. However, due to
changing business dynamics and the growing importance of
data - driven decision - making, the role of FP&A has
expanded to become a strategic partner to senior
management. In its early stages, FP&A was mainly concerned
with producing financial reports and providing historical
financial information to stakeholders. FP&A heavily relied on
spreadsheets for financial analysis. Excel spreadsheets were
utilized to organize and manipulate data, perform
calculations, and create basic financial models. While this
approach provided some level of analysis, it had limitations
in terms of scalability and complexity.

The role encompassed budget preparation, financial analysis,
and generating periodic reports for management and external
parties. FP&A has always played a crucial role in the
budgeting and forecasting processes. This entails
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collaborating with various departments, analysing historical
data, identifying trends, and developing financial plans and
projections for the future [4]. Furthermore, FP&A
professionals offer insights and recommendations to align
budgets with strategic goals. They have become increasingly
involved in financial analysis and performance management
activities. This entails analysing crucial financial metrics,
identifying areas for improvement, conducting variance
analysis, and providing insights into the factors driving
financial performance. FP&A teams assist senior
management in comprehending the financial implications of
business decisions and guide them towards achieving
financial objectives. One notable change is the increased
emphasis on forward - looking analysis. Relying solely on
historical financial information is no longer sufficient for
effective decision - making.

FP&A professionals now provide accurate and timely
forecasts, conduct scenario analysis, and utilize predictive
analytics [5] This enables organizations to proactively
respond to market changes, identify opportunities, and
effectively manage risks. Integrating big data analytics and
advanced technologies has revolutionized FP&A practices.
The abundance of data from both internal and external
sources has made it necessary for FP&A professionals to
develop analytical skills. They utilize sophisticated tools and
techniques to extract actionable insights from data,
facilitating better strategic planning and resource allocation.

Collaboration and cross - functional partnerships have
become vital in the FP&A function. It no longer operates in
isolation; instead, it actively engages with other business units
such as operations, sales, marketing, and HR. This
collaborative approach allows FP&A professionals to
understand better the organization's operations, market
dynamics, and customer behavior. Consequently, it leads to
more accurate and relevant financial analyses. FP&A has
embraced a more collaborative mindset by establishing
partnerships with various departments and stakeholders.
FP&A professionals now work closely with sales, marketing,
operations, and other functional areas to comprehend their
financial requirements, offer guidance and support business
initiatives.

This collaborative approach aids in aligning financial
objectives with the overall organizational goals. Moreover,
FP&A now places emphasis on performance management and
value creation. It has evolved beyond solely relying on
financial metrics and incorporates non - financial indicators
such as customer satisfaction, employee engagement, and
environmental sustainability. This transition aligns FP&A
with the wider objectives of the organization, enabling the
measurement of overall performance and the value that the
organization delivers. Given the significance of financial
forecasting, planning, and analysis (FP&A) in modern
corporations, many companies establish dedicated teams
within their finance function to handle these tasks. While the
specific organizational design of the department may vary
among companies, the core function remains consistent.
According, the primary objective of FP&A is to inform and
support management and the board of directors in making
decisions. FP&A achieves this by assessing the value creating
potential of projects within a company's portfolio worth

funding. By conducting financial analysis and evaluation,
FP&A helps identify projects that align with the company's
strategic objectives and have the potential to generate
favorable returns on investment. Additionally, as mentioned
FP&A plays a role in balancing financial obligations. This
includes considering the impact of investments in areas such
as research and development (R&D) and expanding
production capacity while fulfilling obligations to debt
holders, equity investors, and tax authorities. FP&A helps
ensure that financial decisions are made to maintain a healthy
financial position for the company.

Thus, FP&A serves a critical function within a company by
facilitating decision - making through providing financial
insights, forecasts, and plans that support financial goals and
strategic priorities. empowered professionals to go beyond
basic data analysis and reporting and utilize more advanced
techniques such as predictive analytics, optimization, and Al
- driven insights. These advancements have greatly improved
the accuracy, agility, and strategic value of FP&A functions,
enabling organizations to make informed, data - driven
decisions and achieve financial success. Presently, FP&A
focuses on forward - looking analysis by leveraging advanced
technologies and data analytics. Collaboration with other
business units, performance management, and value creation
have become integral components of FP&A. Academic and
practitioner research validates the increasing significance of
FP&A, highlighting its crucial role in driving business growth
and facilitating informed decision - making.

2.2 Evolution of Advanced Analytics in FP&A

The evolution of advanced analytics in Financial Planning
and Analysis (FP&A) has brought about transformative
changes, empowering FP&A professionals to harness data -
driven insights and make more precise and strategic
decisions. Previously, FP&A heavily relied on spreadsheets
for financial analysis, using Excel to organize and manipulate
data, perform calculations, and create basic financial models.
Although this approach allowed for some level of analysis, it
had limitations in terms of scalability and complexity.
However, with the emergence of advanced analytics
techniques like Artificial Intelligence (AI) and Machine
Learning (ML), FP&A professionals gained access to
powerful tools for analyzing financial data.

These techniques have significantly enhanced forecasting
accuracy, decision making processes, and operational
efficiency. Advanced Analytics techniques that can be
implemented in Financial Planning and P&L Management
include Artificial Intelligence and Machine Learning.
Describe Al as the simulation of human intelligence in
machines, enabling them to perform tasks that typically
require human intelligence in Financial Planning and P&L
management. Al algorithms can analyze historical financial
data and identify patterns, trends, and relationships to predict
future financial performance. Furthermore, AI models can
assess financial risks by analyzing historical market data,
economic indicators, and other relevant factors to provide
insights for risk management and mitigation strategies. Al -
powered chatbots and virtual assistants can automate routine
financial tasks, answer queries, and provide personalized
financial advice to customers. Al algorithms can analyze
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financial transactions and patterns to detect potentially
fraudulent activities, helping to prevent financial losses. [6]
describe ML as a subset of Al that enables systems to
automatically learn and improve from experience without
being explicitly programmed in Financial Planning and P&L
management. ML algorithms can analyze historical financial
and market data to forecast sales, demand, and other financial
metrics, helping organizations optimize resource allocation
and inventory management. Additionally, ML models can
analyze various financial and non - financial data to assess
creditworthiness and determine the likelihood of loan default,
enabling lenders to make more accurate lending decisions.
Moreover, ML algorithms can analyze market data, risk
factors, and investment objectives to optimize investment
portfolios, considering risk tolerance, return expectations, and
diversification requirements. ML techniques can identify
unusual patterns or outliers in financial data, helping to detect
potential errors, fraud, or anomalies in financial statements or
transactions.

2.3 Advanced Analytics Applications in FP&A

o Forecasting and Predictive Analytics: AI/ML algorithms
enable more accurate and automated forecasting by
analyzing historical financial data, identifying patterns,
and making predictions based on relevant factors. They
can also provide insights into key performance indicators
(KPIs) and predict future financial trends [7].

o Risk Analysis and Fraud Detection: AI/ML techniques can
help identify potential risks and fraudulent activities by
analyzing large volumes of financial transactions in real -
time. These models can detect anomalies, patterns, and
deviations from expected behavior, enabling early
detection and prevention of fraud.

e Scenario Planning and Simulation: Advanced analytics
allows FP&A professionals to create scenarios and
simulate their impacts on financial outcomes. This helps
in strategic decision - making by assessing the potential
outcomes of different courses of action.

e Optimization and Resource Allocation: AI/ML algorithms
optimize resource allocation by analyzing historical data
and business objectives. They help identify cost - saving
opportunities, improve budgeting and resource allocation
processes, and optimize capital investments.

3. Benefits of Utilizing Advanced Analytics
Techniques in FP & A

3.1 Scenario Planning

Advanced analytics plays a critical role in Financial Planning
& Analysis (FP&A) by providing valuable insights,
improving decision - making, and helping organizations
navigate complex financial landscapes. AI/ML techniques
can significantly enhance the accuracy of P&L forecasting.
By analyzing extensive amounts of historical data, these
technologies can identify patterns, correlations, and trends
that humans may overlook. Academic research supports the
idea that AI/ML - based forecasting models outperform
traditional methods in terms of accuracy and reliability [8].
For example, Hyndman and Athanasopoulos delve deeply
into forecasting methods, including those that incorporate
AI/ML techniques.

AI/ML models can simulate and analyze multiple scenarios to
assess the potential impact of various factors on the P&L
statement. This capability allows FP&A teams to conduct
sensitivity testing, scenario planning, and what - if analyses
more efficiently. By adjusting key variables and assumptions,
practitioners can gain insights into potential outcomes and
make informed decisions accordingly. AI/ML algorithms can
also help identify anomalies and potential instances of fraud
in financial data. By comparing current data patterns to
historical trends, these techniques can flag suspicious
activities or irregularities in the P&L statement. Moreover,
AI/ML can optimize cost structures by analyzing historical
data, identifying cost drivers, and recommending cost - saving
measures. These techniques are capable of identifying areas
of inefficiency, [9] reducing costs, and enhancing overall
profitability. In FP&A, advanced analytics techniques such as
big data analytics and data visualization can improve
scalability. These techniques enable FP&A teams to
efficiently process and analyze large volumes of financial and
non - financial data [10]. FP&A professionals can handle
increased data complexity and volume, supporting the
organization's growth and adapting to changing business
requirements by leveraging scalable cloud - based platforms
and technologies.

3.2 Faster and Accurate Decision Making

AI/ML algorithms excel in processing large volumes of data
rapidly. FP&A teams can analyze financial data in real time
by leveraging these techniques, enabling timely decision -
making. This capability is particularly advantageous in P&L
management as it allows for proactive adjustments and
optimizations by identifying revenue and cost trends. AI/ML
algorithms can automate extracting and cleaning of financial
data from various sources, including spreadsheets, databases,
and financial statements [11 - 15] This eliminates the need for
manual data entry, reduces errors, and saves time for FP&A
professionals. Foster and Fawcett offer insights into data pre
- processing techniques and their relevance in business
contexts, empowering businesses to make reliable decisions
at the right time and utilize resources more efficiently.

3.3 Enabling Data - Driven Decision - Making and
Structuring

FP&A to become Strategic Partner The availability of big data
and advancements in data analytics techniques have enabled
FP&A professionals to make data - driven decisions. By
leveraging AI/ML, they can analyze vast amounts of
structured and unstructured data from internal and external
sources, gaining valuable insights for strategic planning
[16]Many FP&A software vendors have incorporated AI/ML
capabilities into their platforms, allowing users to access
advanced analytics tools seamlessly. These platforms offer
features such as automated data integration, advanced
visualization, and predictive modeling, enhancing the overall
FP&A process. Advanced analytics empowers FP&A leaders
to transition from being mere number crunchers to becoming
strategic business partners. By harnessing the power of data
analytics, FP&A professionals can gain deeper insights into
business performance, identify key drivers of financial
success, and effectively communicate these insights to
business stakeholders This enhances their ability to provide

Volume 6 Issue 7 2024

http://www.bryanhousepub.com

73


https://www.ijsr.net/

Journal of Global Economy, Business and Finance (JGEBF)

ISSN: 2141-5595

actionable recommendations and contribute to strategic
decision - making processes. In their discussion, Mason and
DI Patil highlight the role of data - driven decision - making
in transforming FP&A into effective business partners.
Advanced analytics techniques can help reduce compliance
risks by automating and improving regulatory reporting
processes. FP&A teams can proactively identify and mitigate
potential compliance issues by leveraging data analytics.
These techniques can also help detect anomalies, ensure data
integrity, and monitor compliance with regulatory
frameworks and financial standards.

3.4 Data Quality and Infrastructure

The integration of Artificial Intelligence (AI) and Machine
Learning (ML) technologies in Financial Planning and
Analysis (FP&A) has the potential to revolutionize how
organizations manage their Profit & Loss (P&L) statements.
However, several challenges hinder the successful adoption
and implementation of AI/ML in this domain. Advanced
analytics relies on high - quality data that is comprehensive,
accurate, and accessible [17] Organizations may face
challenges ensuring data consistency, integration, and
governance across different systems and sources. Efforts in
data cleaning, standardization, and integration are crucial to
overcome these challenges and obtain reliable insights.
Moreover, leveraging advanced analytics techniques requires
specialized skills and expertise in data analysis, statistical
modeling, and programming [18, 19].

4. The Future of Fintech: Predictive Analytics
and Al - Driven Insights

In the ever - evolving landscape of financial technology
(FinTech), data has emerged as the new currency. It drives
innovation and reshapes the industry. With the rapid
proliferation of digital transactions, online banking, and

mobile payments, a staggering amount of data is generated
every second.

However, not just the data volume matters but how the
financial firms and institutions harness its potential to gain
valuable insights and drive informed decision - making.

The scale of information circulating through the physical
world and the global economy is immense and diverse. It
originates from various channels like sensors, satellite
images, web activity, digital applications, videos, and credit
card transactions.

However, the unprocessed data has limited significance until
it is combined with other data and converted into information
to enhance decision - making. And figure 1 shows the Al in
Fintech Market size. The data gains relevance and reveals
valuable insights by contextualising, for example, sales
figures within historical data or market trends. Suddenly,
these figures can indicate growth or decline compared to
benchmarks or as a result of specific strategies.

As the volume of data generated from financial transactions
continues to surge, it becomes imperative for FinTech
companies to invest in data analytics and the integration of
predictive analytics supported by Al. To harness the full
potential of these vast datasets and enable advanced data
analysis, they often seek the expertise of Al development
services. Especially those which employ algorithms and
machine learning techniques to extract and identify patterns
and drive informed decision - making processes [20].

Introduction to Al in FinTech

According to the Mordor Intelligence report, the Al in Fintech
Market size is estimated at $42.83 billion in 2023. It is
expected to reach $49.43 billion by 2028. Furthermore, it is
anticipated to grow at a CAGR of 2.91% during the forecast
period (2023 - 2028).
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Figure 1: The Al in Fintech Market size

That’s proof that with predictive analytics, banking and
financial institutions can gain valuable insights into future
trends, customer behaviour, and market dynamics to make
proactive, informed, strategic business decisions.

What’s more, the recent Mckinsey’s report “Autonomy of Al:
Staying on the forefront of Al in banking” highlights the
importance of technology, particularly Al, blockchain, cloud
computing, and data and predictive analytics tools, in
achieving efficiency and driving business innovation in the
financial industry. These technologies allow banking
companies to serve a vast customer base, including millions
of individual customers and business clients, with remarkable
efficiency on their digital platform. The low per - account IT
operational and maintenance cost further adds to their
advantage in serving the mass population.

Leveraging cloud computing and data analytics enables the
financial services industry to develop superior risk models. It
leads to the swift assessment of financial risks and approval
of credit products for customers, a previously unimaginable
process.

Moreover, financial companies can create a commercially
sustainable and profitable business model by successfully
processing credit requests and maintaining a balance between
costs and returns. The highlighted examples showcased how
embracing technology - driven solutions can transform
traditional finance processes and banking practices, making

financial services more accessible and efficient for a broader
audience.

As online shopping and transactions continue to increase,
cybercriminals are employing more complex attacks and
fraud attempts, resulting in billions of dollars being netted
annually. Financial services firms, particularly consumer
banks, need to keep up with the evolving sophistication of
cyber threat actors. According to The Nilson Report,
American Express has maintained the lowest fraud rate in the
financial services industry for 13 years. American Express is
a renowned financial services company recognized for its
credit card, charge card, and traveler's cheque businesses. It
offers services to consumers, small businesses, and large
corporations.

To effectively monitor real - time transactions, American
Express has implemented advanced fraud detection
technologies that employ deep learning models. They
leverage NVIDIA TensorRT, a high - performance deep
learning inference optimizer, to enhance the efficiency and
effectiveness of their fraud detection system. American
Express utilizes fraud detection technologies optimized with
deep - learning - based models to monitor the $1.2 trillion
passing through their platform annually in real - time. By
leveraging NVIDIA TensorRT, a high performance deep
learning inference optimizer, they minimize latency and
maximize throughput.
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The adoption of this new GPU - accelerated technology has
enabled the bank to improve fraud detection accuracy by up
to 6%. They achieve this while operating within a tight two -
millisecond latency requirement, which is a 50x improvement
compared to CPU - based configurations. By leveraging deep
learning models, these efforts demonstrate the bank's
commitment to better Financial Management by curbing
fraudulent activities and safeguarding the interests of their
customers. This is also crucial in ensuring the company stays
ahead of the curve by efficiently processing data and making
informed decisions regarding its future financial plans [21].

5. Conclusion

The evolution of FP&A has seen it transition from a primarily
reporting - focused role to becoming a strategic partner and
influencer within organizations. FP&A now plays a crucial

role in financial planning, performance management,
strategic decision - making, and cross - functional
collaboration. With the help of advanced analytics

technology, FP&A professionals are equipped to provide
valuable insights, support growth initiatives, and drive
financial success for organizations. Overall, advanced
analytics techniques can significantly enhance financial
planning and P&L management, enabling organizations to
make more accurate forecasts, optimize resource allocation,
identify risks, automate routine tasks, and gain valuable
insights from financial data. These techniques also assist
FP&A teams in gaining insights, improving financial
planning and forecasting accuracy, and making better
organizational decisions. The benefits of leveraging advanced
analytics in FP&A include improved forecasting and data -
driven decision making, which facilitate the analysis of vast
amounts of structured and unstructured data, leading to
valuable insights. Furthermore, enhanced financial reporting
plays a vital role in ensuring accurate predictions and
improved analytics accuracy. While the benefits of advanced
analytics for FP&A are abundant, organizations must address
challenges related to data quality, skill gaps, technology
infrastructure,  change  management, and ethical
considerations to leverage the potential of advanced analytics
in FP&A fully.
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