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ABSTRACT 

The aim of this master's thesis is to study/examine the degree to which Artificial Intelligence 
(AI) to the internal controls of banking institutions, and specifically its contribution to reducing 
and managing operational risk. The main objective of the thesis is to investigate the relationship 
between the adoption of artificial intelligence technologies and other similar automation 
processes and the effectiveness of internal controls. Does the implementation of the above 
enhance the effectiveness of internal controls? Does it lead to lower levels of operational risk? 
At the same time, the case of the internationally recognized banking organization JP Morgan 
Chase and the practices followed are examined, and a comparison is made between the 
empirical findings of three Greek and three Cypriot banks with the aforementioned case. 

A mixed approach was used to conduct the research. The quantitative analysis was performed 
on an empirical sample (use of data) of banks based in Greece and Cyprus for the period 2018-
2024. The intensity of the ORI (Operational Risk Intensity) index was used as an indicator of 
operational risk. At the same time, the adoption of AI technologies is evident in the enhanced 
effectiveness of internal controls, as well as in various indicators of process automation (RPA) 
and AI adoption. The following were performed: a) descriptive statistics, b) correlation 
analysis, and c) linear regressions were performed. 

The qualitative analysis incorporates the case of JPMorgan Chase. The analysis uses data from 
available sources as well as secondary data. 

Studying the results of the quantitative analysis, it is clear that the adoption of IT technologies 
and various automation processes leads to a significant reduction in operational risk intensity. 
On the other hand, the relationship between the effectiveness of internal controls and 
operational risk is not strong when studied in isolation. The analysis of the JPMorgan Chase 
case confirms the important role and contribution of IT in reducing and managing operational 
risk, in relation to previous procedures and methodologies, as also shown by empirical findings. 

As an overall result of the research, it is evident that, in order to protect banking institutions 
against various operational risks, IT is an important tool in strengthening internal controls. 
Noteworthy is the strong interpretative relationship with ORI (operational risk) presented by 
overall digital maturity and IT maturity in relation to individual variables, as this demonstrates 
the importance of IT integration. It should be noted, of course, that the implementation of the 
above requires appropriate regulatory and organizational internal frameworks. Finally, 
recommendations for banking organizations are presented, as well as directions for future 
research regarding the adoption of AI. 
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