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June 11, 2026

Ms. Paras Malik Ms. Christina Skinner

Chief Atrtificial Intelligence Officer Deputy Assistant Secretary, Financial Stability
US Department of the Treasury Oversight Council

1500 Pennsylvania Ave. NW US Department of the Treasury

Washington, DC 20220 1500 Pennsylvania Ave. NW

Washington, DC 20220
Re: Considerations for FSOC on Artificial Intelligence and Financial Stability
Dear Ms. Malik and Ms. Skinner:

The Investment Company Institute’ commends the Financial Stability Oversight Council (FSOC) for
examining the implications of artificial intelligence (Al) for financial stability and economic security. This
engagement is timely and consistent with the President’s recent executive order, which emphasizes
continued American leadership in Al innovation, public-private collaboration, and coordinated efforts to
strengthen cybersecurity resilience and protect critical systems.?

ICI and its members offer a unique perspective on how the asset management industry is approaching
Al, including both the opportunities the technology presents and the importance of appropriately
calibrating oversight. Asset managers and other capital markets participants have long used advanced
technologies to increase investor access to products and services, support product innovation,
strengthen risk management, and promote compliance. These benefits are well established.

Our industry also continually evaluates risks. Each new technological advancement, however, requires
industry participants, investors, regulators, and policymakers to reassess the appropriate balance
among investor protection, market efficiency, operational resilience, innovation, and regulatory
oversight. That balance must support continued innovation, enable responsible adoption of new
technologies, and preserve fair and orderly markets in ways that maintain the competitiveness of the
US capital markets.

' The Investment Company Institute (ICl) is the leading association representing the asset management industry
in service of individual investors. ICI’'s members include mutual funds, exchange-traded funds (ETFs), closed-end
funds, and unit investment trusts (UITs) in the United States, and UCITS and similar funds offered to investors in
other jurisdictions. Its members manage $46.1 trillion invested in funds registered under the US Investment
Company Act of 1940, serving more than 125 million investors. Members manage an additional $10.4 trillion in
regulated fund assets managed outside the United States. ICI also represents its members in their capacity as
investment advisers to collective investment trusts (CITs) and retail separately managed accounts (SMAs). ICI
Associate Members include service providers to member firms and CIT trust companies. ICI has offices in
Washington DC, Brussels, and London.

2 See Executive Order, “Promoting Advanced Artificial Intelligence Innovation and Security,” June 2, 2026, The
White House. Available at https://www.whitehouse.gov/presidential-actions/2026/06/promoting-advanced-artificial-
intelligence-innovation-and-security/

Investment Company Institute / 1401 H Street, NW, Washington, DC 20005 // ici.org



June 11, 2026 20f3

Debates over Al policy often oscillate between optimism and alarm. A more pragmatic focus is needed.
Although asset management firms have long used quantitative and algorithmic tools, including machine
learning, advances in generative Al are expanding the speed, accessibility, scalability, and range of
potential applications. These advances raise questions about whether existing regulatory and
enforcement frameworks are equipped to address these developments. A disciplined assessment of
current authorities is needed, beginning with how existing frameworks can be enforced more effectively,
before conclusions are drawn about whether true regulatory gaps exist. That review may reveal a need
for targeted regulatory or legislative updates to address emerging risks and provide clarity for
responsible Al deployment. Any such updates should be precise and technology-neutral, as overbroad
or premature regulation could constrain beneficial innovation, reduce competitiveness, and ultimately
harm investors.

At the same time, risks are evolving. New technologies introduce potential vulnerabilities across cyber
infrastructure, firm operations, and consumer interfaces. They may also create operational
dependencies on a limited number of third-party providers and technology platforms, increasing
concentration and allowing vulnerabilities to spread across interconnected institutions, service
providers, infrastructure, data, and models. Malicious uses of Al may also increase the speed and
sophistication of cyberattacks, while fraud risks could also increase in complexity and scale. These
developments deserve sustained attention. Structured collaboration among regulators, technology
providers, and financial institutions is essential not only to understand how new capabilities are being
deployed, but also to develop detection methods capable of identifying harms that existing enforcement
models were not designed to surface at scale. Effective coordination mechanisms should operate both
before and after deployment and should protect confidential supervisory information, proprietary model
information, trade secrets, cybersecurity-sensitive information, and investor data.

Further, current cybersecurity frameworks will not remain sufficient indefinitely. Transition planning,
particularly with respect to encryption and data governance, should begin well in advance of any
material disruption caused by Al or other emerging technologies such as quantum computing. Failure to
prepare adequately could present a meaningful risk to financial stability and investor protection.

The United States benefits from the depth and resilience of its capital markets and from its leadership in
technological innovation, which has propelled market development and economic growth for decades.
Maintaining that position will require both responsible adoption of new technologies and appropriate
oversight frameworks. Either failure—under-adoption or insufficient oversight—would weaken US
competitiveness over time.

With that in mind, and given the Administration’s recent focus on advancing Al innovation while
strengthening security and resilience, we offer the following considerations for FSOC and its member
agencies:

e FSOC and its member agencies should conduct a use-case-based assessment of existing
statutory and regulatory authorities and risk frameworks to identify gaps related to Al and other
emerging technologies. As part of that effort, FSOC should first assess how existing statutes
and regulations can be enforced more effectively considering Al’s capacity to change how harm
is delivered and detected. Only after that baseline enforcement review should FSOC identify
remaining gaps requiring legislative or regulatory action.
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o Policy responses should be grounded in a balanced approach that is risk-based, financial
sector-specific, and technology-neutral, preserving investor protection, market integrity, and
operational resilience, while supporting innovation, efficiency, and US competitiveness.
Regulatory clarity can promote compliance and operational integrity while encouraging
innovation that benefits investors, including through effective third-party risk management where
financial institutions rely on external providers for Al models, data, infrastructure, and cloud
services. Sufficient vendor documentation and transparency are essential to that effort.

e FSOC and its member agencies should establish formal, sector-specific public-private
coordination mechanisms, including a financial-sector Al and cyber resilience forum, to enable
continuous evaluation of emerging technologies, including potential investor benefits and
associated risks, threat information sharing, tabletop exercises, scenario analysis, and the
development of non-binding best practices.

e FSOC and its member agencies should prioritize quantum-resistant cryptography as a
dedicated operational resilience workstream, including mapping critical dependencies on current
encryption standards, assessing long-term data protection requirements, evaluating third-party
provider readiness to migrate, and stress-testing transition failures for their cybersecurity and
operational continuity effects on the financial system.

e FSOC should develop an interagency roadmap to avoid duplicative or conflicting requirements,
align Al reporting standards, and encourage consistent Al definitions across agencies.

Thank you again for the opportunity to contribute to this discussion. ICI looks forward to continued
engagement on these issues of importance to investors, market integrity, and the stability of the
financial system.

Sincerely,

Cuie . for
Eric J. Pan
President & CEO

il

Tom Quaadman
Chief of Government Affairs and Public Policy
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