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As Forbes states, 2024 is expected to be an important year for banking and finance. The
introduction of Artificial intelligence (Al) will be pivotal in the industry, changing everything
from financial managementtools to customer service to back-office processes.

When properly implemented, these developments could lead to more inventive,
economical, and efficient banking systems, with a potential positive impact on investing and
insurance solutions. To ensure these changes are carried out safely and morally, there are key
challenges that must be resolved.
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INTRODUCTION

In an era dominated by technological advancements, the landscape of the U.S. and global
financial systems is undergoing unprecedented transformation. As individuals and
institutions witness the seamless integration of digital innovations in our everyday lives, we
must confront the digital challenges that may threaten the stability of our systems - especially
ourfinancial systems.

This white paper delves into the intricate web of current trends and challenges surrounding
technology vulnerabilities, within the United States financial system.

The primary objective of this paperisto identify and address the vulnerabilities that permeate
the U.S. financial system and, by extension, impact global financial stability. The overarching
goalisto pave the way for a more sustainable and equitable growth trajectory and recognize
technology's pivotal role in shaping the future of financial ecosystems.

HOW TECHNOLOGY IS RESHAPING THE
LANDSCAPE FOR FINANCIAL SYSTEMS:

Many industries have significant commercial potential thanks to the Internet of Things.
However, enterprise loT security must become a top priority if this potential is to be realized.
By 2025, there will be over 75.4 billion linked devices, creating a startling amount of possible
attack points that hackers are ready to exploit. Enterprises want robust solutions to safeguard
their loT devices from known and unknown threats as criminal actors become more
successful and sophisticated.

The importance of loT is more apparentthan ever as of 2023. It's not just about automation or
convenience; it's about using the power of connected devices to spur innovation, boost
productivity, and open new opportunities across various industries. The Internet of Things is
transforming businesses and expanding the notion of what is possible in multiple sectors,
including healthcare, agriculture, transportation, and retail.

How Technology is Reshaping the Landscape for Financial Systems:

® Unprecedented Risks Amid Technological Advancements: Rapid technological
progress has propelled the financial industry forward, simultaneously exposing it to
unforeseen risks.

® Legacy System Upgrades and Cyber Threats: Tackling the persistent challenge of
upgrading outdated legacy systems and countering the constant threat of cyber-attacks
representstwo critical issues shaping the financial landscape.

® Empowering Stakeholders through Knowledge: Stakeholders must be equipped with
the necessary knowledge to navigate the dynamicfinancial environment effectively.

® Global Ramifications of Vulnerabilities: Today's technologies increase the vulnerability
of economic development, social equity, and global interconnectedness in financial
systems.
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® Digital Era Repercussions: llluminate the far-reaching consequences of security
breaches and outdated infrastructure in an era dominated by digital transactions and
interconnected financial systems.

e Safeguarding Financial Interests for Sustainable Growth: Emphasize the critical
importance of addressing vulnerabilities for immediate financial stability and as a
fundamental prerequisite for fostering sustainable economic growth and ensuring
equitable accessto financial opportunities.

TECHNOLOGY VULNERABILITIES

In the dynamic landscape of the financial
industry, technology vulnerabilities pose a
significant and evolving challenge. As financial

@l systems embrace digital innovations, they

ll become susceptible to various threats, ranging
from the persistent difficulties of updating legacy
systems to the ever-increasing sophistication of
cyberattacks.

The emergence of artificial intelligence further complicates the threat landscape, enabling
threat actors to leverage advanced social engineering, phishing attacks, evolving
ransomware tactics, and deepfake technology to perpetrate financial fraud. Identifying these
specific vulnerabilities becomes paramount. Understanding the evolution of these threats
over time and anticipating emerging risks are critical steps in developing robust
cybersecurity strategies that safeguard the integrity of financial systems.

BEST PRACTICES FOR FINANCIAL SYSTEMS
IN 2024

What are financial systems doing to combatthe rising tide of cybersecurity threats in 20247

Financial systems mustadopt a proactive stance and implement best practices to fortify cyber
resilience.

What are financial systems doing to combatthe rising tide of cybersecurity threatsin 20247
Financial systems mustadopt a proactive stance and implement best practices to fortify cyber

resilience.

vTech Solution's recommendations include:

1. Reviewing and Refining Incident Response Plans:

These are essential to ensure alignmentwith new reporting requirements and regulatory
compliance. Organizations must develop policies to assess the materiality of cyber
incidents, conduct tabletop exercises to simulate data incidents, and test
responsivenessto new regulatory reporting requirements.
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2. Assessing and Updating Vendor Management Protocols:

This involves due diligence questionnaires and master agreements that effectively align
with evolving guidelines and address security controls.

3. Engaging Senior Leadership and Boards in Active Participation on Cybersecurity
Issues:

This entails refining internal processes for risk assessment from the top-down and
providing education and training to the correct team members to build a cyber-resilient
financial systemin 2024.

BEST PRACTICES FOR
FINANCIAL SYSTEM IN 2024

Review Incident Response Plans:

Develop Policies for Materiality
Assessment

Conduct Tabletop Exercises

Assess Vendor
Management Protocols

Engage Senior Leadership and Boards:

CURRENT LANDSCAPE: REGULATORY
ENVIRONMENT

Financial service providers are swiftly integrating artificial intelligence (Al) to meet evolving
client needs for smarter and more convenient methods to access, spend, save, and invest
money. Consequently, lawmakers and financial authorities in the United States are closely
monitoring and expressing heightened concerns about the application of Al in the financial
servicesindustry.

Forexample, here are three regulations focused on ensuring robust cyber security.
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e The Gramme-Leach-Bliley Act Safeguards Rule: This mandates financial systems to
implement robust safeguards, ensuring the protection of customer information. It
provides a foundation for data security, crucial in an era where digital transactions are
integralto financial operations.

The SEC's Cybersecurity Disclosure Rules: Effective since December, these rulesimpose
atimely disclosure obligation on public companies for material cybersecurity incidents.
They go beyond incident reporting, necessitating disclosure of processes for managing
cyberthreats, thereby fostering transparency and accountability.

The NYDFS Cybersecurity Regulation: Introducing stringent standards, this regulation
expands incident reporting requirements and mandates comprehensive security
controls. These regulations set a high bar for financial systems, emphasizing the need for
a proactive approach to cybersecurity.

However, as technology evolves at an unprecedented pace, a critical question arises: How
effective are these regulations in addressing emerging vulnerabilities?

The intricate landscape of cyber threats, including advanced social engineering, evolving
ransomware attacks, and the utilization of artificial intelligence, challenges the adaptability of
currentregulations within the existing financial systems.

To assess the efficacy of existing regulations, it is essential to consider their adaptability to
these dynamicthreats and their capacity to provide a robust defense mechanism for financial
systems.

Agility and Adaptability

Comprehensiveness

Several key
aSpeCtS warrant Information Sharing
examination:

Collaboration and

Enforcement and
Deterrence

Education and Awareness

Whitepaper: Planting The Seed of Technology Security for the Financial Sector




Currentindustry practices reflect a multifaceted approach aimed at enhancing cybersecurity,
ensuring regulatory compliance, and fostering a culture of resilience.

Here'sa glimpse into the key practices currently in place:

1. Advanced Cybersecurity Measures:

Financial systems invest heavily in state-of-the-art cybersecurity measures,
encompassing robust firewalls, intrusion detection systems, and advanced encryption
protocols. Continuous monitoring and threat intelligence help identify and promptly
respond to potential breaches.

2. Comprehensive Risk Assessments:

Regular and thorough risk assessments are integral to technological risk management.
Systems conduct comprehensive evaluations of their technological infrastructure,
identify vulnerabilities, and prioritize improvement areas. These assessments often align
with regulatory requirements and industry best practices.

3. Incident Response Planning:

Developing and regularly updating incident response plans is a standard practice.
Financial systems ensure that well-defined protocols are in place to address and contain
potential cybersecurity incidents. These plans often involve simulations and tabletop
exercisesto testthe efficacy of responses.

4. Employee Training and Awareness:

Recognizing that human error is a significant factor in cybersecurity incidents, systems
prioritize ongoing employee training and awareness programs. Staff members are
educated in recognizing phishing attempts, adhering to security protocols, and
understandingtheirrole in maintaining a secure technological environment.

5.Regulatory Compliance Adherence:

Compliance with existing regulations is a cornerstone of risk mitigation practices.
Financial systems actively work to align their technology operations with regulatory
requirements, ensuring that cybersecurity practices adhere to industry standards set by
entities like the SECand NYDFS.

6. Collaboration and Information Sharing:

Recognizing the interconnected nature of the financial ecosystem, systems engage in
collaborative efforts and information sharing. Sharing threat intelligence and best
practices enhances the collective ability of the industry to respond effectively to
emergingtechnological risks.

APPROACHES TO TECHNOLOGY
RISK MANAGEMENT

Different financial systems may have different approaches to technology risk management,
butthere are common questions and strategies they all must consider, including:

Whitepaper: Planting The Seed of Technology Security for the Financial Sector




Size and Scale Considerations:

Large financial systems may adopt more comprehensive, in-house risk management
frameworks, leveraging dedicated teams and advanced technologies. Smaller systems
may optfor outsourced solutions, emphasizing efficiency and cost-effectiveness.

Technological Innovation Integration:

Systems at the forefront of technological innovation may adopt proactive risk
management approaches, incorporating Al-driven threat detection, blockchain for
secure transactions, and other cutting-edge technologies. Others may focus on gradual
technological adoption, balancing innovation with risk mitigation.

Regulatory Proactiveness:

Some systems adopt a proactive stance toward regulatory compliance, implementing
stringent measures before they become mandatory. Others may take a reactive
approach, aligning with regulations asthey are introduced.

Crisis Preparedness:

The level of emphasis on crisis preparedness varies across systems. Some prioritize
comprehensive incident response planning, while others emphasize preventive
measuresto avoid crises.

A REAL-LIFE CASE STUDY ON HOW THE

CURTOWN OF SMYRNA TACKLED
VULNERABILITIES WITH VTECH.

In navigating the complex landscape of cybersecurity challenges, the Town of Smyrna's
partnership with vTech is a testamentto the effectiveness of proactive and strategic solutions.

Faced with security gaps, system flow
intricacies, and compatibility issues, the
town's collaboration with vTech yielded
impactful results. Through meticulous
Penetration Testing, vTech identified and
addressed vulnerabilities, contributing
to a fortified cybersecurity posture.
Implementing systematic vulnerability
management and enhanced security
controls further underscored the
commitment to resilient digital
defenses.

Our commitment to robust vulnerability management aligns with financial systems' need to
identify and mitigate technological risks proactively. By strengthening security controls,
vTech contributes to the overarching goal of ensuring a secure IT infrastructure—a vital
consideration in the evolving landscape of cybersecurity challenges within the financial
industry.
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Connect With Us

Our Managed Security Services Have Proven to
Assist Agencies in Achieving the Resiliency and
Security of Their IT Systems.

@ vt.marketing@vtechsolution.com Q +1-202-644-9774
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