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The Global Al Model Risk Management Market was valued at USD 5.3 billion in 2023
and is projected to grow at a CAGR of 11.1% from 2024 to 2032. Market growth is
driven by increasing regulatory compliance demands worldwide, compelling
organizations to implement robust Al risk management frameworks. As regulatory
bodies introduce more stringent guidelines regarding Al usage, businesses must adopt
solutions that automate monitoring and validation, reducing non-compliance risks while
ensuring adherence to regulations. The rising complexity of Al models is another
significant growth driver. With organizations deploying advanced Al technologies,
including deep learning and ensemble methods, the associated risks also increase.

Ensuring these models remain transparent, interpretable, and reliable requires
comprehensive risk management. By utilizing advanced analytics and automated
monitoring, organizations can better understand and mitigate potential issues in their Al
models, supporting more informed decision-making. The market is segmented by
component into software and services. In 2023, the software segment captured over
70% of the market share, expected to surpass USD 9 billion by 2032. The growth of this
segment is fueled by the rising need for automation in risk assessment processes.

Al-powered software enhances efficiency by automating the identification and
evaluation of risks, providing real-time insights, and streamlining the validation of Al
models. By risk type, the Al model risk management market is categorized into model
risk, operational risk, compliance risk, reputational risk, and strategic risk. In 2023, the
model risk segment accounted for around 31% of the market. The increasing complexity
of Al and machine learning models amplifies the need to manage model risk.
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As organizations adopt sophisticated algorithms for applications like predictive
analytics and decision-making, the risk of biases, overfitting, and performance issues
rises. This drives the need for robust model risk management practices to ensure
accountability and transparency. The U.S. dominated the market in 2023, holding over
75% of the global market share, with projections to reach around USD 2.5 billion by
2032. As Al adoption expands across industries such as finance, healthcare, and
insurance, regulatory bodies are imposing more stringent guidelines. This increased
regulatory focus requires businesses to invest in advanced Al model risk management
solutions to ensure compliance and effectively navigate the evolving regulatory
landscape
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