
 

 
 
  Key Trends in Core Banking This Week  

S27-2026-BNK   ·   Reporting Period: June 30-July 6, 2026 
 

Bank of England Warns Agentic AI Could Trigger a Market Meltdown. Deputy Governor Sarah 
Breeden warned on June 30 that autonomous AI agents could amplify market volatility by responding 
identically to the same signals. CCAF estimates 52% of financial institutions already deploy agentic 
AI. Breeden argued existing regulatory frameworks were not designed for autonomous agents and 
said the bank is exploring circuit breakers, kill switches, and recovery arrangements for AI-driven 
disruption. 

FCA Mills Review Published: New Powers Sought to Regulate ChatGPT and Claude as Financial 
Tools. Published on July 6, the FCA-commissioned Mills Review concludes that regulators are in an 
“arms race” with AI adoption. One in five UK adults would consider using AI for financial decisions. 
The review recommends extending FCA powers to regulate foundation model providers as critical 
third parties and AI systems whose guidance approaches regulated financial advice. 

Starling Bank Cuts 130 Jobs as AI Restructures Neobank Operations. Starling Bank announced 
on July 3 the elimination of approximately 130 roles, 3% of its 4,000-plus workforce, as the bank 
restructures banking and technology operations around AI automation. Revenue fell 6% to £887 
million in the year to March 2026, and pre-tax profit dropped 3% to £217 million, both pressured by 
Bank of England rate cuts compressing net interest income. The bank is continuing to hire AI and 
technology engineers while reducing banking operations headcount. The move follows Santander’s 
parallel announcement (S26) of up to 3,000 voluntary retirements in Spain tied to AI-driven savings: 
both are now providing concrete headcount figures for what “AI efficiency” means in operational 
terms. 

Lloyds Banking Group Targets 1,000 AI Roles in 2026 While Appointing Former DBS AI Chief. 
Lloyds Banking Group is scaling toward more than 1,000 AI-focused roles by year-end 2026, led by 
Sameer Gupta, a former DBS Bank executive recruited as chief data and AI officer. The contrast with 
Starling is instructive: Lloyds is investing at scale in an AI build-out while maintaining headcount; 
Starling is cutting banking ops to fund AI capability. The split reflects two different AI operating 
models: incremental AI-augmentation on a large established base versus structural redesign of a 
leaner digital bank. 

Agentic AI Deployment Outpaces Regulatory Readiness Across the Financial System. The 
Cambridge Centre for Alternative Finance estimates that 52% of financial institutions already deploy 
agentic AI, primarily in research, document processing, and data extraction. As agents move into 
payments, trading, and credit decisions, supervisory frameworks remain largely principles-based 
rather than enforceable. 
 
MY TAKE 
This week produced the clearest institutional signal yet that agentic AI is a financial stability concern, 
not only a compliance one. Breeden’s Sintra speech moved the Bank of England away from its 
previous position that existing frameworks were sufficient; the Mills Review moved the FCA toward 
requesting new statutory powers. Both were published this week, yet neither establishes binding 
rules. The gap between what regulators are signaling and what they can currently enforce is the 
operative risk for institutions deploying agentic systems: regulation is being written around systems 
already in production. 
 
TECH TERM OF THE WEEK: “Circuit Breaker” 
A control mechanism designed to pause or limit automated activity when predefined risk thresholds 
are breached. In financial markets, circuit breakers are used to slow disorderly trading. In agentic AI, 
the concept is expanding: the Bank of England is exploring market-wide circuit breakers that could 
halt AI-driven activity across multiple institutions simultaneously if autonomous agents begin 
amplifying volatility in a correlated fashion, a failure mode that no individual firm’s internal risk 
controls are positioned to prevent. 



 

 
 

Key Trends in the Insurance Sector This Week 
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US Cyber Insurance Enters Margin Pressure as Third-Party Claims Rise 30%. AM Best’s analysis, 
published in Insurance Journal on June 30, found the US cyber insurance market in its eighth 
consecutive quarter of pricing cuts through Q1 2026. “As long as pricing continues to decline, 
insurers will have difficulty reversing the increasing loss ratio,” AM Best stated. Third-party claims 
are up 30% and carry longer loss tails. Surplus lines carriers, now representing nearly two-thirds of 
cyber premiums, reported an incurred loss ratio of almost 56% in 2025. The headline question for 
cyber underwriters is whether the market can sustain further price cuts before economics force a 
structural correction. 

UK AI Governance Debate Expands to Insurance Underwriting. A UK regulatory review published 
on July 6 concludes that automated claims handling and AI-driven pricing are pushing insurance 
toward a supervisory inflection point. The FCA-commissioned Mills Review warns that algorithmic 
bias in pricing is a live consumer-protection concern and that existing rules apply whether decisions 
are human or automated. For carriers using foundation models, the key implication is vendor 
concentration: critical third-party designation for major AI providers would extend resilience and 
audit obligations across insurers’ AI supply chains. 

Pen Underwriting Doubles UK SME Cyber Limits to £10 Million and Brings Claims In-House. Pen 
Underwriting doubled cyber cover limits to £10 million for UK SMEs and brought claims handling in-
house to accelerate payments. It also increased incident-response limits outside the main policy. 
The move expands capacity in a segment where protection gaps continue to widen. 

Sollers Study Identifies 126 Active AI Use Cases Across Insurance, 13 in Underwriting. A Sollers 
Consulting study covering ten markets, reported by Reinsurance News in early July, identified 126 
active AI use cases across the insurance value chain, with 13 focused specifically on underwriting. 
Commercial lines are moving fastest, particularly around unstructured document processing and 
submission triage. The WTW 2026 Advanced Analytics & AI Survey (59 P&C insurers, US and Canada) 
found that carriers using more sophisticated analytics achieved combined ratios six percentage 
points lower and premium growth three percentage points higher than slower adopters between 
2022 and 2024. Only 20% reported a well-defined analytics strategy, while 42% identified data 
quality and IT bottlenecks as the main constraint. 

Governance Remains the Binding Constraint as AI Workflow Automation Accelerates. Pacific 
Life’s 2026 Underwriting Outlook Survey (103 senior executives) found that 45% have integrated AI 
into day-to-day workflows, but only 6% cited improved risk selection as the primary benefit; most 
value AI for speed and data use, not underwriting judgment. More than 70% expressed concern 
about the long-term talent pipeline, citing loss of institutional knowledge as the greatest risk. The 
pattern across this week’s data is consistent: carriers are automating processes. The gap between 
automation speed and governance documentation is where regulatory exposure is accumulating 
fastest. 
 
MY TAKE 
The cyber insurance margin story and the Mills Review together define the week’s insurance signal. 
Cyber is approaching a pricing inflection: eight consecutive quarters of cuts against a 30% rise in 
third-party claims is not a sustainable trajectory. The Mills Review introduces a governance 
requirement that most carriers have not yet priced: if OpenAI, Anthropic, and Google are designated 
as critical third parties, every insurer using those models in underwriting or claims will inherit new 
resilience and audit obligations across the vendor chain. The underwriting talent gap means these 
governance obligations may arrive before the expertise needed to manage them. 
 
TECH TERM OF THE WEEK: “Claims Triage” 
The process of classifying and prioritizing insurance claims based on complexity, severity, coverage 
indicators, fraud signals, and the level of human expertise required. AI-enabled claims triage can 
accelerate handling and reduce costs, but it creates governance risk if the insurer cannot explain 
why a claim was routed to straight-through processing, delayed for review, escalated, or 
deprioritized, because any of those decisions can affect coverage outcomes and consumer rights. 


