
Fraud Detection using AI &ML 
 

PROBLEM STATEMENT  
 
Develop a machine learning model to detect fraudulent transactions in real-time, 
enhancing the security of financial systems.  
 

 Fraudulent activities in the financial sector have far-reaching consequences, affecting 
both businesses and consumers.  

 As digital transactions become more prevalent, the potential for fraud grows, making it 
imperative to have systems in place that can detect and mitigate fraudulent transactions 
in real time  

 Developing a machine learning model to detect fraudulent transactions is not just a 
reactive measure but a proactive step toward building a more secure financial 
ecosystem.  

 By leveraging real-time data analysis and pattern recognition, financial institutions can 
mitigate risks, protect their customers, and stay ahead of evolving fraud tactics.  

 

 
PROJECT OBJECTIVE  
 
The objective of this project is to develop a machine learning model that detects fraudulent 
financial transactions in real-time, enhancing the security and reliability of financial systems. 
The model aims to:  
 

 Identify and Mitigate Fraud in Real-Time: Detect suspicious patterns and behaviors 
in transaction data as they occur, minimizing the time between fraud attempts and their 
detection.  

 Enhance Transaction Security: Safeguard consumers and businesses by reducing the 
risk of unauthorized transactions, ensuring the integrity of digital financial systems.  

 Adapt to Evolving Fraud Tactics: Continuously learn from new data to recognize 
emerging fraud strategies, making the model robust and adaptive to evolving threats.  

 Minimize False Positives and Negatives: Achieve high detection accuracy while 
maintaining low false-positive rates to prevent legitimate transactions from being 
flagged, thus improving customer experience and operational efficiency.  

 
By achieving these objectives, the project seeks to provide a scalable, efficient, and proactive 
solution to combat financial fraud in increasingly digitized financial ecosystems 


