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Introduction

Artificial intelligence and machine learning (Al/ML) have
gradually worked their way into everyday life in treasury and
finance, but we've only scratched the surface of their potential.
This eBook explores the use cases for Al/ML within treasury
and finance, as well as the barriers preventing mass adoption
of the technology.

AI/ML Today

It's important to understand that Al and ML are not

technically the same thing. While the terms are often used
interchangeably, they are two distinct technologies. Al is a
broader term denoting intelligent machines that can simulate
human thinking capability and behavior. ML, in contrast, is an
application or subset of Al that enables machines to learn from
data without additional programming.'

Data scientists train Al models on historical data. Next, they
run new data through the trained Al model to make much
more informed predictions. Such models are incredibly useful
for treasury and finance, which have had to make rapid
adjustments in recent years to keep organizations running.
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Applying AI/ML to Finance & Treasury

With applications proliferating across so many areas, as well as the
connectivity that banks and technology providers are building through
APIs, treasury and finance departments have more data at their
fingertips than ever before. But processing all of that data manually is
nearly impossible. That's where Al comes in.

Technology providers train Al models on data that is extracted from
operational applications and placed in a central repository. These
can vary and have different advantages. Data warehouses store data
in hierarchal dimensions and tables. Data lakes, in contrast, store
massive amounts of raw data, storing it in flat architectures to allow
users more freedom for data management.?

Unlike robotic process automation, which can only replicate processes,
Al models can analyze data and identify trends and patternsin a
fraction of the time that humans can.? This allows for much faster and
complete conversion of raw data into meaningful information that
treasury and finance departments can use. Al models can be used for
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various treasury functions such as cash forecasting, payments
fraud detection and working capital optimization.

Al models can be used for various treasury functions such as

cash forecasting, payments fraud detection, and working capital
optimization. For example, Al can drastically improve receivables
management. As noted in a recent AFP Treasury in Practice Guide,
a technology company'’s accounts receivable (AR) team was
struggling to manually process over 2,500 monthly checks, leading
to major delays. Realizing that it needed to make a change, the AR
team worked with its banking partners to implement an machine
learning-enabled receivables solution. The solution automated
the manual gathering, consolidation and formatting process

that the AR team had been doing every morning, allowing most
payments to process within two days. Furthermore, over time, the
machine continues to learn from exceptions, improving accuracy.
It has also provided the AR team with more opportunities to
increase electronic payments adoption.
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How Machine Learning Works for Treasury

Relevant data is extracted
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Payments Fraud
Detection

Modern payments fraud detection software uses Al to screen
payments against historical payment data pulled from a data
source. All the characteristics of payments—the payment amounts,
payment types, the number of payments, where they're going,
etc.—reside within that data source. A machine then analyzes that
data, which enables it to identify anomalies in future activity.

A number of different models can be used to pinpoint those
anomalies. One of the most effective is an isolation forest
methodology. This model compares all the different variables in
the data source against new payments to determine the normality
of those payments. Any payment that has an unusually high
abnormality rank is flagged and set aside for further review.

ML solutions can even show users that variable comparison,
providing them with insights into how that normality/abnormality
rank is calculated. Users can even set their own levels for
abnormality tolerance. Companies that work in industries that

are high targets for fraudulent activity might want a very low
abnormality tolerance, whereas organizations that are less at risk
might want to set it much higher so that minor anomalies won’t
disrupt payment activity. Additionally, workflows can be embedded
to swiftly resolve anomalies.
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Real-Time Screening, Alerts and Notifications Generative Adversarial Networks

The rise of same-day and real-time payment systems The lack of data around fraud can be a problem for Al models. Training
has increased the need for real-time responses to fraud Al models can thus be challenging because the algorithms often can only
attempts. Modern fraud detection software uses Al/ learn from good payments and, at best, a handful of bad ones. Generative
ML to screen payments against historical payment data, adversarial networks (GANs) can solve this problem. GANs are deep learning
pinpointing any anomalies. By providing more complete models that pit two separate neural networks against each other. One
data, these solutions enable data-driven decision-making. network mixes real data and synthetic data together and attempts to outwit
Solutions can flag any abnormal payments, providing the opposing network. By training fraud detection models on these competing
insights into the variables that determine payment normality. networks, fraudulent transactions can be more easily identified in real data.
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Cash Forecasting

Manual processes persist in treasury, even with the advent and
evolution of technologies like Al. Many treasury departments
continue to rely on Excel, even though it can produce highly
inaccurate cash flow forecasts that can negatively impact

the business.

Organizations can increase the accuracy of their short-term cash
forecasts with Al/ML-based tools that learn from the history of
cash flows and continuously improve inflow projections over time.
With deeper analysis of this data, organizations can better predict
cash flows by season or region, which in turn reduces efforts for
key functions like accounts payable by, anticipating free cash flow
closing, and adjusting the payment campaign budget.

Al/ML users also can select what companies, currencies and cash
flow types to include, as well as adjust the forecasting period to
align on short-term payment/funding/investment decisions. With
interest rates increasing, treasury teams can optimize liquidity
by reducing their maximum idle cash while also minimizing the
risk and cost of overdraft. Treasury will be able to determine how
much of its budget it can allocate towards certain expenditures
over a period of time, or whether it will need to borrow funds to
make certain payments.
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ChatGPT and
Generative Al

ChatGPT has become a popular generative Al app, in part
because of a $10 billion partnership with Microsoft. ChatGPT is
well known for its natural language processing chatbot abilities
that answer any question. Yet the real opportunity for ChatGPT
and generative Al is to change the way we interact with online
software applications, including online search and business
applications like ERP and treasury management systems (TMS).

ChatGPT can also be used within a TMS where the user gives
instructions to the system using keywords or questions. With

a user experience (UX) that has been optimized for natural
language processing, the TMS can respond to basic queries such
as “What is my exposure to the Yen?” or more complex requests,
including “What caused the variance in my forecast last week?".

Treasury may also find this technology to be useful in
documenting treasury processes and procedures. Documentation
and how-to manuals take time and effort to compile. Fortunately,
ChatGPT and similar generative Al models can do all the writing
for you after being fed a minimum amount of information.
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portfolios of treasury apps available. Many tools are already in production and
require minimal effort on the part of the company.

As we emerge from the pandemic—a time when companies were focused primarily
on survival—the focus now needs to be on growth. As more data becomes available,
growth will come from those organizations that are able to harness that data and
turn it into useful applications. Others will drown in it and fall behind. With Al/ML,
treasury teams can ensure that they are positioning their organizations for success.

Kyriba Cash Management Al
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ABOUT KYRIBA CORP.

Kyriba empowers CFOs, Treasurers and their IT counterparts to transform liquidity as a dynamic, real-time vehicle for growth and value creation. Kyriba is a secure,
scalable SaaS platform that leverages artificial intelligence, automates payments workflows, and enables thousands of multinational corporations and banks to

maximize growth, protect against loss from fraud and financial risk and reduce operational costs. For more than 2,500 clients worldwide, including 25% of Fortune

500 and Euro Stoxx 50 companies, Kyriba manages more than 1.3 billion bank transactions per year, and 250 million payments for a total value of $15 Trillion annually.
Kyriba is headquartered in San Diego, with offices globally. For more information, visit www.kyriba.com.
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