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EDITORIAL

Dear Members,

As we welcome the month of August, we are reminded of two occasions that inspire us deeply—Independence Day, a
celebration of India’s freedom, journey and aspirations, and Onam, the festival of prosperity, gratitude and togetherness.
This year, as we celebrate our 80th Independence Day, let us pause to remember the courage, sacrifice and unwavering
determination of the countless freedom fighters who fought for our nation’s freedom. From Mahatma Gandhi, Netaji
Subhas Chandra Bose, Sardar Vallabhbhai Patel and Bhagat Singh to the many unsung heroes who sacrificed their lives
and livelihoods for the cause of freedom, their sacrifices laid the foundation for the India we proudly call our own. Our
Independence Day is also a celebration of unity in diversity—a reminder that people of different languages, cultures,
religions and traditions came together with one common dream of a free India. As we celebrate this remarkable journey,
let us renew our commitment to building a stronger, more inclusive and progressive nation, contributing through our
knowledge, integrity, professional excellence and service to society.

Onam brings to life the rich cultural heritage of Kerala and the timeless story of King Mahabali, whose reign is
remembered as an era of equality, prosperity and happiness. The festival is also a celebration of cherished
memories—the excitement of receiving the Onakkodi, wearing new clothes, gathering with family, decorating homes
with colourful pookalams, and eagerly looking forward to the grand Onam Sadhya. The vibrant energy of Pulikali,
traditional games and joyful gatherings of friends and relatives add to the unique charm of the season. For many of us,
these traditions bring back fond memories of childhood and simpler times, when the anticipation of Onam itself was a
source of immense happiness. Beyond the festivities, Onam reminds us of the enduring values of gratitude, humility,
harmony and shared prosperity—values that remain equally meaningful in our personal lives and professional
relationships.

These values have a special place in our profession, where trust and relationships are as important as technical
competence. CA M. Jhana Shree, in “The Spirit of Onam: Building a Culture of Gratitude in CA Practice,” beautifully
explores how the spirit of Onam can inspire stronger, more collaborative and humane professional practices.

At the same time, our profession is witnessing rapid technological transformation. The article “Use of Artificial
Intelligence in Financial Service Automation,” from the Executive Research & Strategy Division, Financial Services Al
Institute, examines how Al and automation are reshaping the financial services landscape and transforming traditional
workflows.

Together, these articles offer an interesting message: while technology may transform the way we work, our values will
continue to define who we are as professionals.

I hope this edition provides you with useful insights, fresh perspectives and an opportunity to reflect on our profession
and its evolving role.

Wishing all members and their families a very Happy Onam and a proud 80th Independence Day.
Happy Reading!

CA. Vineesh Chandran K
Editor
ICAI Thrissur Branch
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CHAIRPERSON'S

MESSAGE

Dear Esteemed Members,
Greetings from ICAI Thrissur Branch (SIRC).

As we step into August, I take great pleasure in looking back at a month of July that was truly eventful and fulfilling for
our Branch. Our CA Day celebrations on 1st July set the tone for the month, beginning with a Green Walkathon and flag
hoisting, and culminating in a wonderful evening of cultural programmes graced by CA. Anantharaman T S as our Chief
Guest. The enthusiasm of over 500 members, students and their families who joined us, along with the sapling
distribution drive and blood donation camp, was a heartening reminder of the spirit of fraternity that defines our
profession.

On the professional education front, our Branch continued its commitment to keeping members updated with two
well-attended CPE seminars — one on the Income Tax Act 2025 and its applicability to NPOs along with recent FCRA
amendments, and another on Estate and Succession Planning, Private Trusts, Wills, and the growing opportunities at
GIFT City. I thank CA. P J Johney, CS Jatin S Popat, and CA. Rinkesh Devnani for sharing their expertise with us.

Our 45th Annual General Meeting held on 18th July was another important milestone, reflecting the collective progress
of our Branch and the trust our members continue to place in us.

On the academic side, our coaching classes remain in full swing across multiple batches, with strong enrolment for the
CA Foundation and Intermediate courses, reaffirming Thrissur's position as a vibrant hub for CA education. The
Advanced ITT programme and our career counselling outreach at Kulapati Munshi Bhavan's Vidya Mandir further
strengthened our engagement with the student community.

As we move into August, a month that brings with it the joy and colour of Onam, I take this opportunity to extend my
heartfelt Onam wishes, in advance, to you and your families. May the spirit of this harvest festival, of togetherness,
abundance and new beginnings, bring happiness and prosperity to each one of you.

I also look forward to the new month with enthusiasm, as we continue our journey of professional excellence and student
development, with several exciting initiatives planned in the days ahead. I take this opportunity to thank all our members,
faculties, students and staff whose dedication continues to drive the Branch forward, and look forward to your continued
support in the months to come.

With warm regards, and wishing you all a very Happy Onam in advance,
CA Varghese Paul

Chairman
ICAI Thrissur Branch (SIRC)
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The Spirit of Onam:
Building a Culture of Gratitude in
CA Practice

CA M. JHANA SHREE

"Prosperity is not measured only by what a practice earns, but also by the gratitude it nurtures, the trust it builds,
and the people it grows."”

Introduction — More Than a Festival

Every year, Onam brings with it a unique feeling of joy, gratitude, togetherness and hope. Homes are decorated with
colourful pookalams, families gather around the Onasadya, and people celebrate the legendary reign of Mahabali—a
king remembered not for his wealth, but for his humility, fairness and care for his people.

While Onam is deeply rooted in Kerala's cultural heritage, the values it represents are universal. Gratitude, unity, respect,
generosity and shared success are equally relevant within professional organisations.

For Chartered Accountants, particularly those in practice, the festival offers a meaningful opportunity to pause amidst
deadlines and reflect on an important question:

"Are we merely managing work, or are we nurturing relationships that make our practice truly prosperous?”

Beyond Compliance — Building a Practice That People Love to Work With
Clients remember more than tax computations.

Employees remember more than salaries.

Article assistants remember more than assignments.

People remember how they were treated.

A successful CA practice is built not only on technical competence but also on trust, empathy and consistency. During
peak filing seasons, conversations often revolve around deadlines, notices, reconciliations and compliance. Onam
reminds us to balance professional efficiency with human connection.

Sometimes, a sincere "Thank you" creates more goodwill than an expensive client gift.
The Pookalam — Every Flower Matters

One flower cannot create a beautiful Pookalam.

Its beauty lies in many flowers coming together with harmony.

A CA practice functions in much the same way.

Partners provide direction.

Managers coordinate.

Employees execute.

Article assistants learn and contribute.

Administrative staff quietly ensure that everything runs smoothly.

Every role matters.

Often, appreciation is reserved for outcomes, while the quiet efforts behind those outcomes go unnoticed.
This Onam, let the Pookalam remind us that every individual adds colour to the organisation.
Recognition should not be seasonal—it should become part of the firm's culture.
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The Onasadya — Diversity Creates Completeness

An Onasadya is not remembered because of one dish.

Its richness comes from the balance of many flavours.

Similarly, no modern CA practice thrives solely because of taxation expertise.

Today's firms require:

» Technical excellence

« Effective communication
* Technology adoption

» Team collaboration

* Client education

« Ethical leadership
 Continuous learning

Each competency complements the other.
The strength of a practice lies in this collective balance.

Mahabali's Leadership — A Lesson for Every CA

The story of Mahabali continues to inspire because it highlights qualities that remain timeless:
* Humility in leadership

» Fairness in decision-making

» Respect for every individual

* Service before recognition

Professional leadership follows the same principles.
The best practice leaders are not necessarily those who speak the most, but those who listen carefully, guide patiently
and appreciate sincerely.

Leadership is reflected not only during success but also in the way challenges are handled.

Gratitude as a Professional Habit

Gratitude is often viewed as a personal virtue.

In reality, it is also an organisational strength.

A simple expression of appreciation can strengthen professional relationships significantly.

This Onam, consider expressing gratitude to:

* Clients who consistently cooperate

» Employees who stay committed during demanding periods

« Article assistants eager to learn

* Office support staff

» Mentors who shaped your professional journey

» Family members whose silent support makes long working hours possible

Gratitude costs nothing but often creates lasting goodwill.
Celebrating Together Builds Stronger Teams
Festivals provide an opportunity to strengthen organisational culture.

Simple initiatives can have lasting impact:
¢ Organise a small Onam gathering.
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 Conduct team games or cultural activities.

« Invite every employee to participate equally.
* Recognise individual contributions publicly.
+ Share a festive meal together.

These moments strengthen relationships that later translate into smoother collaboration during peak professional
seasons.

People work harder for organisations where they feel respected.

Preparing for the Second Half of the Financial Year
Onam also marks an appropriate time to review the first half of the financial year.

Ask yourself:

» Which internal processes improved?

» Which client interactions could be strengthened?

* Are staff workloads balanced?

 Are communication systems working effectively?

» Have technology investments delivered expected value?
* Are we preparing adequately for the months ahead?
Reflection today prevents pressure tomorrow.

Small Gestures That Leave a Lasting Impression
Professional relationships are strengthened through consistency rather than grand gestures.

This festive season, firms may consider:

* Sending personalised Onam greetings instead of generic forwards.
» Appreciating long-standing clients.

* Recognising employees completing milestones.

» Sharing the firm's compliance calendar after the holidays.
 Conducting a brief team appreciation meeting.

Simple actions often create meaningful memories.

Summary
Onam teaches us that prosperity extends beyond financial success.

For a Chartered Accountant, prosperity includes:

« trusted client relationships,

* motivated teams,

» cthical leadership,

* continuous learning,

» and a workplace where every individual feels valued.

As we celebrate the season of abundance, let us also cultivate abundance in appreciation, collaboration and professional
relationships.
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Onam Practice Checklist

For Practice Leaders

X Personally appreciate every team member.

X Thank clients who consistently cooperate.

X Celebrate small team achievements.

X Review the firm's first-half performance.

X Encourage work-life balance during the festival.

X Prepare the post-Onam compliance calendar.

X Identify one process improvement for the coming months.
K Recognise behind-the-scenes contributors.

For Employees & Article Assistants

X Express gratitude to mentors and seniors.

K Complete pending work before the holidays.

X Support colleagues during festive workloads.

X Learn one new professional skill before year-end.

X Return after Onam with renewed focus and enthusiasm.

Reflection Corner
Before the celebrations begin, pause and ask yourself:

* Have I appreciated someone in my workplace this month without expecting anything in return?
* Does my practice reflect the values of respect, fairness and collaboration that I admire in others?
* [f my clients and team described the culture of my office in one word, what would that word be?

Conclusion

"Just as every flower contributes to the beauty of a Pookalam, every individual contributes to the strength of a
professional practice.”

As we welcome the season of Onam, may we remember that the greatest prosperity is not merely reflected in financial
statements, but in the trust we earn, the people we nurture and the relationships we preserve.

May this festive season inspire us to build practices that are not only efficient, but also compassionate, collaborative and
deeply human.

Wishing all members and their families a joyful, peaceful and prosperous Onam!

Building Better CA Practices

This article is part of the "Building Better CA Practices" series, exploring leadership, systems, client experience,
wellbeing and professional excellence in Chartered Accountancy. Each month, we explore practical ideas that help
transform professional practice—one thoughtful improvement at a time.
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Use of Artificial Intelligence
in Financial Service Automation

"Comprehensive Strategic Analysis: Structural Transformations across the US and Developed Markets,
ML-Driven Lending Architectures, Fintech, NBFC Disruption, Corporate Case Studies, and Mathematical
Credit Models"

1. Executive Summary & The Macro Paradigm Shift

The global financial services industry is undergoing a structural paradigm shift driven by Artificial Intelligence (Al),
Machine Learning (ML), and intelligent automation. Financial institutions are transitioning away from monolithic,
legacy core-banking architectures toward autonomous, data-driven financial engines. This transition is not merely an
operational efficiency initiative; it is an existential re-engineering of risk intermediation, capital allocation, customer
lifecycle valuation, and regulatory compliance.

Historically, the financial sector functioned on deterministic rules, human-driven heuristic checks, and linear regression
models. Traditional underwriting and portfolio management systems treated data as static snapshots—quarterly balance
sheets, historical credit bureau reports, and periodic audit records. Today, contemporary financial workflows operate in
continuous, dynamic computational environments. Financial services firms ingest terabytes of multi-modal,
unstructured data streams every second: high-frequency transaction metadata, telemetric behavioral signals, real-time
supply chain telematics, natural language financial filings, and cross-border payment flows.

The Foundational Shift: Artificial Intelligence operates as the core computational nervous system across every major
tier of finance:

1. Autonomous Underwriting & Credit Risk: Transitioning from rigid scorecard models (e.g., standard FICO) to
dynamic gradient-boosted decision trees, neural network embeddings, and alternative data pipelines that evaluate
thousands of non-linear risk variables in sub-second latency.

2. Hyper-Personalized Wealth & Asset Management: Evolving from passive rule-based robo-advisors to deep
reinforcement learning (RL) agents managing multi-asset allocations, dynamic tax-loss harvesting, and real-time
algorithmic trade execution.

3. Fintech & Neo-Banking Platforms: Unbundling traditional banking balance sheets via automated API-driven
ecosystems, continuous KYC/AML monitoring, conversational generative agents, and instant embedded finance.

4. Non-Banking Financial Companies (NBFCs): Leveraging specialized machine learning to bridge credit-underwriting
deficits for unbanked and thin-file micro, small, and medium enterprises (MSMEs), collapsing customer acquisition
costs (CAC) while mitigating default probabilities.

MACROECONOMIC IMPACT: According to global management consultancy estimates, the aggregate potential
economic value unlocked by Al and Generative Al in the banking and capital markets sectors exceeds $1.0 to $1.3
trillion annually, driven primarily by operational expense reductions, fraud mitigation, and hyper-targeted revenue
expansion.

2. Structural Transformation of the Financial Sector in the US & Developed Markets

In the United States, the United Kingdom, Western Europe, and developed Asian economies (e.g., Japan and Singapore),
the financial sector has undergone a profound restructuring. Over the past decade, tier-1 financial institutions have
transformed their organizational structures, capital expenditure strategies, and talent profiles to compete with agile
BigTech and Fintech challengers.

2.1 The Platformization and API Economy of Wall Street

Top-tier investment banks and commercial lenders have pivoted from traditional service institutions to technology
platforms that hold banking licenses. Institutional leaders allocate between 10% and 18% of their gross operating
revenues directly to technology research, cloud infrastructure, and Al engineering.
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A prime illustration is JPMorgan Chase & Co., which allocates an annual technology budget exceeding $15 billion. The
bank deployed its proprietary machine learning platform, COIN (Contract Intelligence), which ingests and extracts
critical parameters from commercial credit agreements in seconds—a task that previously consumed 360,000 attorney
and loan-officer hours annually. Simultaneously, Morgan Stanley partnered with OpenAl to deploy customized
enterprise LLM architectures, indexing tens of thousands of proprietary wealth management research reports to
empower financial advisors with instantaneous, compliant analytical intelligence.

2.2 De-branching and the Collapse of Cost-to-Income (CTI) Ratios

In developed markets, traditional brick-and-mortar branch networks are capital-intensive friction points. Al automation
has accelerated 'de-branching' strategies. Self-service conversational Al agents, autonomous digital onboarding, and
automated biometric verification handle over 85% of standard customer inquiries without human intervention.

The operational impact is reflected in the Cost-to-Income (CTI) ratios of digital-first and Al-augmented financial
institutions. While legacy European banks historically operated at CTI ratios between 65% and 75%, highly automated
institutions and scaled fintech lenders operate with CTI ratios between 32% and 42%. This delta creates massive pricing
advantages, enabling Al-native lenders to offer lower lending spreads and superior deposit yields.

2.3 Structural Consolidation and High-Frequency Market Microstructure

In capital markets, market microstructure has been overhauled by algorithmic and machine-learning execution. Over
70% of equity trading volume in US exchanges is executed via automated algorithmic pipelines. Quantitative hedge
funds (e.g., Renaissance Technologies, Two Sigma, Citadel) deploy deep convolutional neural networks and transformer
models to extract non-linear statistical arbitrage signals from unstructured data—including satellite imagery of retail
parking lots, container shipping logistics, and natural language transcripts of central bank communications.

3. Machine Learning and Automation in Loans and Advances
The lending lifecycle—encompassing origination, document verification, underwriting, pricing, disbursement, portfolio
monitoring, and collections—is the most asset-intensive domain transformed by machine learning.

3.1 The Failure of Classical Scorecards and Rise of Alternative Data

The Limitations of Legacy Credit Scoring: For over three decades, traditional lending relied on logistic regression
scorecards such as the standard FICO model in the US or CIBIL in India. While mathematically sound for homogeneous
populations with established credit histories, classical scorecards suffer from severe structural limitations:

1. Linearity & Additivity: Logistic scorecards assume monotonic relationships between individual risk factors and
default probabilities, failing to capture complex, non-linear interactions across macroeconomic and behavioral
dimensions.

2. Information Blind Spots (Thin-File Bias): Scorecards systematically exclude unbanked populations, gig-economy
workers, and early-stage entrepreneurs who lack multi-year credit bureau footprints.

3. Latency & Backward-Looking Nature: Bureau scores update on a 30-to-60-day lag. In volatile economic climates,
a borrower's financial solvency can degrade significantly weeks before traditional bureau scores reflect delinquency.

Modern machine learning pipelines overcome these challenges by ingesting high-velocity alternative data. These
include cash flow banking telemetry via Open Banking APIs, enterprise ERP accounting feeds (e.g., QuickBooks, Xero),
point-of-sale merchant settlement volumes, utility payment histories, and micro-behavioral digital footprint signals
(e.g., e-commerce transaction velocity and app usage stability).

3.2 Algorithmic Credit Architectures: XGBoost, LightGBM, and Graph Neural Networks
Modern credit decisioning engines utilize ensemble tree-based architectures—primarily Extreme Gradient Boosting
(XGBoost) and LightGBM—supplemented by Graph Neural Networks (GNNs) for syndicate and fraud detection.
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Tree-based gradient boosting models excel at tabular financial data because they naturally handle missing values,
capture high-order feature interactions, and remain robust against outliers. Graph Neural Networks map interconnected
relationships across borrowers, shared bank accounts, corporate directors, IP addresses, and physical addresses to detect
synthetic identity fraud rings and covert corporate cross-guarantees that evade traditional credit checks.

3.3 Mathematical Formulation of Credit Default Prediction and Risk Pricing

In an automated ML credit framework, default prediction is formulated as estimating the continuous conditional
probability of default (PD) over an observation horizon T (typically 12 to 24 months):

Conditional Default Function: PD =P(Y =1 | X _bureau, X banking, X alt, X macro)

Where X represents the partitioned high-dimensional feature vectors. The objective function of an XGBoost credit risk
model minimizes regularized logistic loss across N training loan records:

Objective Optimization Function: Obj(0) =) [y 1 *In(l +e”(-y_hat 1))+ (1 -y 1) *In(l +e(y_hat 1)) |[+> [y*T m
+0.5 %L *||w_m|"2 ]

Here,y 1K {0, 1} represents actual loan default status, y_hat i is the aggregated prediction across M boosted regression
trees, T m is the number of terminal leaves in tree m, w_m represents leaf weights, and y and A are regularization
hyperparameters preventing model overfitting on historical credit cycles.

3.4 Risk-Based Dynamic Loan Pricing Engine

Once the machine learning model estimates the Probability of Default (PD) and Loss Given Default (LGD), the pricing
engine computes the risk-adjusted interest rate dynamically using the Expected Loss (EL) framework:

Credit Risk Expected Loss Formula: Expected Loss (EL) =PD x LGD x EAD

Where EAD represents Exposure at Default. The automated loan pricing equation is formulated as:

Dynamic Risk Pricing Equation: Interest Rate (r) = Cost of Funds (CoF) + Operating Cost Ratio (OpEx) + Expected
Loss (EL) + Capital Charge (CoC x RoE Target) - Risk-Adjusted Margin (Margin)

Because automated Al underwriting compresses the Operating Cost Ratio (OpEx) from 350 basis points (3.5%) down to
60 basis points (0.6%), lenders can offer lower interest rates to prime borrowers while profitably extending credit to
subprime and near-prime borrowers with customized risk premiums.

3.5 Numerical Illustration: Commercial SME Lending Case Study

To illustrate the mathematical and financial superiority of an Al-driven underwriting model versus a traditional manual
scorecard, consider a mid-market financial institution evaluating a cohort of 10,000 SME commercial loan applications
($100,000 average loan size; $1.0 Billion total origination volume).

Analysis: Mathematical Interpretation of the Case Study:

The machine learning architecture achieved a dual commercial triumph: it increased the overall loan book by 30.7%
(expanding interest revenue) while simultaneously reducing default rates from 4.80% to 2.20%. This occurred because
the XGBoost model separated creditworthy 'thin-file' businesses from high-risk businesses that appeared solvent on
outdated static balance sheets.

4. Transformation of Wealth Management, Investment Banking, and Capital Markets
In the investment domain, artificial intelligence has dissolved the barrier between ultra-high-net-worth bespoke wealth
management and mass-market retail investing.

4.1 The Evolution of Algorithmic Wealth Advisory (Robo-Advisors 3.0)

First-generation robo-advisors (e.g., early Betterment, Wealthfront) were static automated asset allocators based on
Modern Portfolio Theory (Mean-Variance Optimization) developed by Harry Markowitz in 1952. These early platforms
placed clients into static ETF model portfolios based on simple 5-question risk questionnaires.

Core Capabilities of AI Wealth Management: Generation 3.0 AI Wealth Platforms incorporate Deep Reinforcement
Learning (DRL) and Real-Time Behavioral Economics. Rather than reviewing portfolios quarterly, these autonomous
engines continuously optimize portfolios on a daily tick-by-tick basis:
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1. Algorithmic Direct Indexing & Micro-Tax-Loss Harvesting: Continuously harvesting capital losses at the
individual stock level rather than the ETF level, generating between 1.2% and 2.1% in annualized tax-alpha for
investors.

2. Dynamic Goal-Based Stochastic Simulations: Replacing static Monte Carlo simulations with generative deep
models that recalculate retirement cash-flow survival probabilities under thousands of simulated geopolitical and
inflation shocks.

3. Hyper-Personalized ESG & Thematic Tilting: Natural Language Processing (NLP) models parse thousands of
corporate annual reports and ESG disclosures, filtering portfolios according to exact ethical, regulatory, or geographic
client preferences.

4.2 Investment Banking: Automated M&A Due Diligence and ECM Bookbuilding

Investment banking divisions have integrated generative Al and deep semantic extraction engines to overhaul
transaction execution. In Mergers and Acquisitions (M&A), virtual data room (VDR) intelligence tools automatically
scan hundreds of thousands of target company contracts, debt covenants, lease obligations, and IP licenses. What once
required teams of 40 junior analysts working 90-hour weeks over two months is now executed within 48 hours,
highlighting regulatory red flags, change-of-control liabilities, and EBITDA adjustments.

5. Non-Banking Financial Companies (NBFCs) and the AI Edge

Non-Banking Financial Companies (NBFCs)—and specialized micro-lenders across emerging and developed
economies—operate under distinct structural parameters compared to universal commercial banks. NBFCs lack
low-cost CASA (Current Account Savings Account) deposit bases, meaning their cost of capital is inherently higher. To
maintain profitability, NBFCs must excel at underwriting underserved, high-yield borrower segments while maintaining
low operating expenses.

5.1 Overcoming the Information Asymmetry in Micro-Lending

Alternative Underwriting Vectors for NBFCs: NBFCs utilize Al as their core operational differentiator. In markets such
as India, Southeast Asia, and Latin America, NBFCs (such as Bajaj Finance, Nubank, and Mercado Pago) encounter
thin-file borrowers with no documented income proof. Machine learning models analyze non-traditional behavioral data
streams:

* Device Telemetry & Friction Dynamics: Typing cadence, form auto-fill behavior, battery management patterns, and
app installation diversity provide statistical proxies for user conscientiousness and organizational discipline.

* Merchant Supply Chain Settlements: Direct integrations into FMCG distributor supply chains (e.g., kirana store
invoicing) allow automated daily micro-sweeps of loan repayments directly from merchant revenue flows.

* Psychometric & Digital Psychographic Profiling: Automated 2-minute interactive psychometric assessments that
evaluate risk aversion, debt ethics, and financial literacy.

5.2 Corporate Case Study: Bajaj Finance Limited (India)

Bajaj Finance transformed itself from an asset-financing company into an omni-channel fintech powerhouse through an
enterprise Al architecture. With a database of over 80 million customers, Bajaj Finance deploys real-time machine
learning propensity and credit models at point-of-sale retail terminals.

When a customer purchases a consumer durable (e.g., smartphone or appliance), the Al engine evaluates 1,500+
variables in under 3 seconds to deliver an instant zero-cost EMI approval. On the back-end, automated machine learning
models predict prepayment probabilities, cross-sell opportunities, and early delinquency signals, resulting in an
industry-leading Return on Assets (RoA > 4.5%) and maintaining Net Non-Performing Assets (Net NPAs) below 0.8%.

6. Industry-Specific AI Trends Reshaping the Financial Ecosystem
Across retail banking, insurance, commercial payments, and capital markets, several foundational technological trends
are driving the next wave of financial automation.
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6.1 Generative Al and Autonomous Agentic Workflows

Financial institutions are moving beyond basic conversational chatbots to multi-agent generative systems. Autonomous
Al agents equipped with tool-use capabilities execute complex, multi-step workflows. For example, an agent can
autonomously analyze a commercial borrower's annual report, cross-reference state tax registry databases, query
sanctions lists, draft a credit memorandum, and submit it for credit committee review.

6.2 RegTech and Autonomous Regulatory Compliance

Global financial institutions face an ever-expanding web of compliance regulations (e.g., Dodd-Frank, Basel III/1V,
MiFID II, GDPR, AMLD6). RegTech Al platforms deploy Large Language Models and semantic parsers to monitor
regulatory updates from central banks in real time, automatically mapping statutory changes directly into the institution's
internal control policies and risk models.

6.3 Real-Time Fraud Prevention with Graph Neural Networks (GNNs)

Traditional rule-based fraud engines (e.g., blocking transactions over $5,000 or flagging out-of-state card swipes)
generate excessive false-positive rates, frequently exceeding 80%. This frustrates customers and increases operational
overhead. Modern financial fraud engines employ Graph Neural Networks (GNNs) and deep unsupervised anomaly
detection models to process millions of transactions per second, reducing false positives by up to 70% while detecting
novel fraud typologies within milliseconds.

6.4 Embedded Finance and Algorithmic 'Buy Now, Pay Later' (BNPL)

Embedded finance integrates automated financial services directly into non-financial digital platforms (e.g., Shopify,
Uber, Amazon). Machine learning models perform instantaneous checkout-level credit risk assessments, allowing
merchants to offer bespoke installment credit terms with zero friction.

7. Comprehensive Corporate Case Studies & Real-World Implementations

7.1 Upstart Network Inc. (US Market AI Lending Disruption)

Corporate Overview: Upstart is a leading US cloud-based artificial intelligence lending platform. Upstart's platform
partners with banks and credit unions to provide consumer and auto loans using sophisticated ML models rather than
traditional FICO scores.

Architecture & Innovations: Key Technical Architecture:

» Upstart's models are trained on over 100 million repayment events and incorporate more than 1,600 non-traditional
variables, including college attended, area of study, GPA, standardized test scores, work history, and banking cash-flow
volatility.

» Over 88% of Upstart-powered loans are fully automated and approved instantly with zero human interaction or
document uploads.

Empirical Outcomes: Empirical Validation:

Studies conducted in collaboration with US consumer financial regulators demonstrated that Upstart's AI model
approved 43% more borrowers than traditional bank models while achieving an average of 36% lower interest rates for
identical credit risk profiles, significantly expanding credit access for Black and Hispanic borrowers.

7.2 Nubank (Latin America's Neo-Banking Giant)

Case Study Profile: Nubank (Nu Holdings Ltd.) built Latin America's largest digital banking platform, serving over 100
million customers across Brazil, Mexico, and Colombia. Operating with zero physical branches, Nubank relies entirely
on automated machine learning pipelines for customer acquisition, credit card underwriting, and customer support.

Operational Efficiency: Impact Metrics:
Nubank's operational cost-to-serve per active customer is under $0.90 per month—nearly 85% lower than traditional
incumbent Brazilian banks.
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Its proprietary machine learning underwriting models dynamically adjust credit limits in real time based on transaction
velocity, enabling high-margin growth with controlled non-performing loan (NPL) ratios.

7.3 BlackRock: The Aladdin Enterprise Risk Platform

Systemic Scale: BlackRock's proprietary technology platform, Aladdin (Asset, Liability, Investment and Credit Risk
Application), is an institutional titan in financial automation. Aladdin monitors risk analytics across tens of trillions of
dollars in global assets, serving hundreds of institutional asset managers, sovereign wealth funds, and central banks.
Aladdin combines massive Monte Carlo stress testing with deep natural language understanding and machine learning
anomaly detection to stress-test global portfolios against geopolitical escalations, commodity supply disruptions, and
interest rate spikes across multi-decade scenarios.

8. Critical Risks, Governance, and Regulatory Frameworks (Al TRiSM)
While artificial intelligence offers unprecedented efficiency and analytical precision, it introduces significant technical,
systemic, and ethical risks that financial institutions and regulators must govern.

8.1 Algorithmic Bias and Explainable Al (XAI)

Deep neural networks frequently operate as 'black boxes.' In lending and insurance, financial institutions are legally
mandated (e.g., US Equal Credit Opportunity Act, Fair Housing Act, FCRA) to provide explicit Adverse Action Notices
detailing the exact reasons for credit denial. Lenders cannot simply state that a neural network rejected an application.
To overcome black-box opacity, institutions deploy Explainable Al (XAI) frameworks such as SHAP (SHapley Additive
exPlanations) and LIME (Local Interpretable Model-agnostic Explanations). SHAP calculates the marginal
game-theoretic contribution of each input variable to the final prediction, ensuring complete mathematical transparency
and auditability for regulatory compliance.

8.2 Model Drift, Concept Drift, and Systemic Procyclicality

Al models trained on benign macroeconomic conditions can experience severe performance degradation during
black-swan events or abrupt macroeconomic shifts (e.g., sudden interest rate hiking cycles, global pandemics). Model
risk management teams implement continuous monitoring frameworks to detect feature drift (changes in input data
distribution) and concept drift (changes in the relationship between input features and target variables), triggering
automated model re-training or human-in-the-loop overrides.

8.3 AI TRiSM: Trust, Risk, and Security Management

Governance Imperative: Leading institutions implement enterprise Al TRiSM architectures encompassing data
governance, adversarial robustness testing (protecting models against adversarial prompt injection and data poisoning
attacks), automated bias auditing, and model explainability standards.

9. Strategic Roadmap & Future Outlook: 20262035
The convergence of Artificial Intelligence, Quantum Computing, and Decentralized Ledger Technology will define the
next decade of financial services evolution:

1. Autonomous Corporate Finance: ERP systems will integrate self-executing AI CFOs that dynamically optimize
working capital, hedge foreign exchange exposure via autonomous algorithmic derivatives trading, and issue dynamic
commercial paper.

2. Quantum Machine Learning (QML) in High-Frequency Optimization: Quantum algorithms (e.g., Quantum
Approximate Optimization Algorithm - QAOA) will solve complex combinatorial portfolio optimization and collateral
management problems in seconds, outpacing classical supercomputers.

3. Hyper-Individualized Financial Life-Management: Retail financial services will transition from episodic
transactions to ambient, continuous financial management, where intelligent personal agents optimize daily
expenditures, automate real-time utility bill negotiation, and manage retirement contributions autonomously.
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10. Conclusion

Artificial Intelligence is fundamentally re-architecting the financial services landscape. The institutions that thrive in the
coming decade will not be those that simply layer Al onto legacy architectures, but those that fully reimagine their
operating models as algorithmic-first financial engines. From sub-second loan approvals and hyper-personalized wealth
advisory to automated compliance and graph-based fraud defense, Al automation has become the definitive benchmark

of financial competitiveness, resilience, and scale.

Operational Dimension Traditional Structure (Pre-Al/ Modern Al-Automated Structure
Legacy)

Credit Dedision Latency 5 t0 20 Business Days (Manual Sub-Second to 3 Minutes (Automated
Underwriting) MLPpding

Data Inputs for Rk Scoring 30 - 50 Variables (Bureau FICO, Tax 5,000+ Mult-Modal Dy namic Variables
Returns) & Telemetrics

Customer Support Model Branch-bound Staff & Tered Call Omnichannel Generative Al &
Centers Autonomous Agents (24/7)

Fraud & Ant-Money Laundering Bach Processing & Static Rule Real-Time Graph Neural Networks
Thresholds (GNNs) & Anomaly Detection

Wealth Management Acces Hgh Minmum Net Worth ($500k+) for  Zero-Minimum Algorithmic Advisory
Advisory (Robo-Portfolios)

Performance Metric Traditional Scorecard Model Machine Leaming Underwriting

Model (XGBoost)

Applicant Acceptance Rate 52% (5,200 Loans Approved ) £8% (6,200 Loans Approved -

Increased Inclusion)

Model Discrimination (AUC-ROC) 0.68 (Moderate Predictive Power) 0.86 (Superior Non-Linear

Discrimination)

Model Accuracy (Gini Coefficient) 36.0% 72.0% (100% Relative Improvement)
Annual Default Rate (Bad Rate) 4.80% (250 Defaults in 5,200) 2.20% (150 Defaults in 6,300)
Underwriting Cost per Loan $1,450 (Manual File Verification) $65 (End-to-End Automated AP
Execution)
Time-to-Disbursement 14 Business Days 4.5 Minutes (Instant Decision Engine)
Net Credit Loss (NCLin S Millions) $25.0Million $15.0 Million (S10M Risk Capital
Savings)
CA. Rahul Sharma
FCA MBA (Fin) LLB CAIIB
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ICAI THRISSUR BRANCH (SIRC)
Activity Report - July 2026

I. ADMINISTRATIVE ACTIVITIES

1. Continuing Professional Education (CPE) Programmes

Date Programme Title Faculty CPE Hours Attendance

CPE Seminar on “Income Tax
Act 2025 - Applicability on NPOs CA. P J Johney,

18.Jufy 2026 & Recent Amendmentsto FCRA  Ernakulam 8 52
2026”
CPE Seminar on “Estate and
sy SUSTETNTIE T gamnSImOt 1w
Its Benefits”
2. Administrative Meeting
Date Meeting Venue
11 July 2026 Managing Committee Meeting ICAI Bhawan, Thrissur
18 July 2026 45" Annual General Meeting ICAI Bhawan, Thrissur
3. Member & Student Engagement Programmes
Date Programme Brief Report Venue

The CA Day 2026 celebrations commenced with a
Green Walkathon, followed by flag hoisting and an
inspiring speech by the Chairman. The morning session
continued with the distribution of saplings and a blood
donation camp for members and students. The evening
was marked by vibrant cultural programmes, bringing
together members, SICASA students, and their
families, followed by dinner. CA. Anantharaman TS
graced the occasion as the Chief Guest of the evening.
The event witnessed enthusiastic participation from
over 500 attendees.

01 July CA Day
2026 Celebrations

ICAI Bhawan,
Thrissur

II. ACADEMIC ACTIVITIES

1. Coaching Classes

Course / Batch Students

CA Intermediate — January 2027 93




CA Intermediate — September 2026 35
CA Foundation — September 2026 (Batch I) 89
CA Foundation — September 2026 (Batch Il) 87
CA Foundation - January 2027 126
CA Intermediate — May 2027 152

2. ICITSS & AICITSS Programmes

Programme Dates Programme Batch Attendance

26 June-11July Advanced Information Technology Training

2026 (Advanced ITT) ThrigsUr=&1 27

3. Career Counselling Programmes

Date Institution Faculty Attendance
10 July 2026 Kulapati Munshi Bhavan’s Vidya Mandir, CA. Leon Joby 100+
Pottore
CONCLUSION

The ICAI Thrissur Branch (SIRC) successfully conducted a wide range of professional, academic,
and member-engagement initiatives during July 2026, including CPE programmes, the CA Day
celebrations, coaching classes, ICITSS/AICITSS programmes, and career counselling programmes.

The Branch expresses its sincere appreciation to the Faculties, Members, Students and Staff for
their valuable support and contribution. The Branch remains committed to promoting professional
excellence, academic development, and meaningful engagement with its members and students.
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18 July 2026 | CPE Seminar
A CPE Seminar on “Income Tax Act 2025 — Applicability on NPOs & Recent Amendments to FCRA 2026
CA. P. J. Johney, Ernakulam, was the Speaker, had 52 participants.
The session provided valuable insights into the latest tax and FCRA provisions relevant to NPOs.
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25 July 2026 | C. K. Vasudevan Memorial Lecture
A CPE Seminar on “Estate and Succession Planning — Private Trusts and Wills & GIFT City and Its Benefits” was
conducted as the C. asudevan Memorial Lecture, featuring CS Jatin S. Popat, CA. Rinkesh Devnani.
The programme was attended by 89 participants and covered key aspects
of estate and succession planning, private trusts, wills, and the benefits of GIFT City.
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01 July 2026 | CA Day 2026 Celebrations

The CA Day 2026 celebrations featured a Green Walkathon, flag hoisting, sapling distribution, and a blood donation camp,
The celebrations witnessed enthusiastic participation from over 500 members, students, and families
at ICAI Bhawan, Thrissur:




RIS AR TAKIERED ALLUUNTANTS OF | INST F OF C
| J R lFI < ‘(\) h' ”[ ’,v Iy

il
f!" D D . ‘J’{Kﬁ R ,;,','|/, 1y

= i&ﬂr‘?&." e oS *n‘-ﬂ"ma

01 July 2026 | CA Day 2026 Celebrations
The CA Day 2026 celebrations featured vibrant cultural programmes and dinner. CA. Anantharaman T. S. graced the
evening as the Chief Guest. The celebrations witnessed enthusiastic participation from over
500 members, students, and families at I[CAI Bhawan, Thrissur.
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