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Chart 1. Progress of digital technology in Japan
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Chart 2. Impact of digitalization on financial services

Benefits of digitalization Risks from digitalization

Financial activities
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Improving the efficiency of Cyber risks

financial services

Lending, deposit-taking,
issuance and trading of
stocks and corporate bonds

Transfer and
diversification of risk

Credit screening, construction
of derivatives, and portfolio
management

Provision of means of
payment and settlement
Bank transfers, remittances,
and credit card settlements

-Automation, labor and time savings
-Online paperless

(accounting, bookkeeping, etc.)
-Identification by face, public personal
authentication

Third party risks, concentration
risks

Privacy and information security

High value-added financial

services Generative Al-related risks

-Mobile/Internet trading

(transfers, investments, etc.)
-Consulting using generative Al
-Risk management using big data and
highly granular data

Transmission risks, spread of herd
behavior
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Chart 3. Impact of generative Al on financial intermediary activities

Settlement

Lending

Insurance

Asset management

Common benefits

Improving efficiency of back-office operations; virtual support; fraud prevention; legal compliance

Sectoral benefits

Liquidity management,
anti-money laundering

Credit risk analysis,
financial inclusion

Risk assessment,
pricing, handling
complaints

Portfolio building,
algorithmic trading,
robo-advisors

Common risks

Lack of accountability, data silos, reliance on third parties, algorithmic resonance, disinformation,

hallucination, cyber risk

Sectoral risks

Liquidity risk,
advanced fraud, cyber
attacks

Algorithmic discrimination, privacy violation

Zero sum, herd
behavior, algorithmic
resonance

Financial stability
risks

Herd behavior, interconnectedness and pro-cyclicality, single point of failure,
misjudgments based on inaccurate information, spillover from the real economy

Source: Compiled by the Bank of Japan based on Bank for International Settlements (2024), "Artificial Intelligence and the Economy: Implications for Central Banks," BIS Annual Economic Report,

Chapter III. and others.




Chart 4. Impact of generative Al on the real economy

[Acemoglu (2024)] [Filippucci et al. (2024)]
The impact of AI on TFP growth and GDP growth will be Automated and augmented tasks by Generative Al language models, as a share of the total amount of time spent on
about 0.53% and 0.93% within 10 years, assuming that all tasks”, by industry, US (2022)

AI will affect the economy only through cost savings and

productivity improvements in specific tasks. -
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Chart 5. Financial services and the real economy
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Chart 6. Annual labor productivity per person
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Converted to U.S. dollars at purchasing power parity. OECD average is a weighted average of member countries for each year.
Source: Japan Productivity Center, “International Comparison of Labor Productivity 2024”




