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<Abstract=>

The Expansion of Al-Based Discretionary Investment and Advisory
Services and Investor Protection: Regulatory Framework and Challenges
under the Capital Markets Act

Lee, Seung Hyeon

This study aims to examine the regulatory framework governing Al-based discretionary
investment and investment advisory services—commonly referred to as robo-advisors—under the
Korean Capital Markets Act, and to identify the challenges they pose to investor protection.
Robo-advisors automate investor profiling, portfolio construction, asset allocation, and risk
management through algorithms, and have been incorporated into the institutional financial
system through the Financial Services Commission’s algorithm review and certification process.
However, unlike traditional discretionary investment and advisory services that rely on human
judgment, Al-based services involve automated decision-making, which raises novel legal issues
such as the accuracy of investor profiling, the feasibility of fulfilling disclosure obligations, the
allocation of liability in cases of system failure, and the risk of excessive exposure. While the
Capital Markets Act provides general investor protection mechanisms—such as the suitability and
appropriateness principles, disclosure obligations, and duties to prevent mis-selling—these rules do
not fully account for the specific characteristics of algorithm-driven services. In response, foreign
jurisdictions, including the U.S. Securities and Exchange Commission and the European Union,
have introduced regulatory guidelines to strengthen client information procedures, algorithmic
stability testing, and disclosure of key risks. Based on a comparative analysis of domestic and
international regulatory trends, this study evaluates the applicability of the current legal
framework to Al-based investment services and proposes institutional improvements to enhance
investor protection.

Keywords : Avrtificial Intelligence, Robo-Advisors, Discretionary Investment Management,
Investment Advisory Services, Capital Markets Act, Investor Protection
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