
International Journal of Engineering Technology and Applied Science  
(ISSN: 2395 3853), Vol. 11 Issue 11 November 2025 

1 
Paper ID: IJETAS/November/2025/14 

  

 Impact of FinTech on Traditional Banking 

Dr. Neha Raghuwanshi 

Assistant Professor (Commerce) 

Sant Hirdaram Girls College 

 

Abstract 

Financial Technology (FinTech) has emerged as a disruptive force in the global financial 

services industry. Leveraging digital innovation, FinTech significantly transforms how 

financial services are delivered, challenging traditional banking institutions to innovate or risk 

losing market share. This paper examines the impact of FinTech on traditional banking, 

exploring key developments, competitive dynamics, technological adaptation, regulatory 

implications, and the evolving customer landscape. The research finds that while FinTech has 

introduced efficiency, convenience, and financial inclusion benefits, traditional banks still 

possess strengths in trust, regulatory compliance, and capital resources. Synergies through 

collaboration, rather than competition alone, are becoming strategic imperatives for sustainable 

growth. 
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1. Introduction 

Financial Technology (FinTech) refers to the application of technology to deliver financial 

services in faster, cost-effective, and customer-centric ways. Starting as niche startups in 

payments and remittances, FinTech firms have expanded into lending, wealth management, 

insurance (InsurTech), and blockchain-based services. Traditional banks, historically dominant 

in financial intermediation, now face pressure from agile FinTech entrants that cater to 

underserved market segments with innovative products and simplified user experiences. 

Objective of the study: 

To analyze how FinTech affects traditional banking operations, market structure, customer 

behavior, regulatory compliance, and financial inclusion. 

 

2. Literature Review 

2.1 Origins and Evolution of FinTech 

FinTech’s evolution began in the 1990s with online banking services, accelerating post-2008 

financial crisis when demand for transparency and alternative financial solutions grew. 

Advancements such as mobile platforms, AI, big data analytics, and distributed ledgers have 

expanded FinTech’s reach. 

2.2 Key Areas of FinTech Influence 
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Researchers identify several FinTech domains affecting traditional banks: 

• Digital Payments and Wallets 

• Peer-to-Peer (P2P) Lending and Crowdfunding 

• Robo-advisory and Automated Wealth Management 

• Blockchain and Cryptocurrencies 

• RegTech (Regulatory Technology) to streamline compliance 

2.3 Prior Findings on Impact 

Past studies suggest that FinTech reduces transaction costs, accelerates service delivery, and 

enhances financial inclusion, but also presents challenges like cyber-risk, regulatory gaps, and 

competition for deposits and lending segments. 

 

3. Methodology 

This paper uses a qualitative secondary research approach, analyzing data from academic 

journals, industry reports, regulatory publications, and expert commentaries. Comparative 

examination of pre-FinTech and post-FinTech service paradigms is conducted. 

 

4. Key Areas Impacting Traditional Banking 

4.1 Customer Expectations and Service Delivery 

FinTech has reshaped customer expectations with: 

• Instant services (e.g., digital wallets) 

• User-friendly interfaces 

• 24×7 accessibility 

Customers now demand seamless digital experiences, forcing banks to invest in digital 

transformation. 

4.2 Competitive Threats to Core Banking Functions 

FinTech firms disrupt traditional banking services: 

• Payments and remittances: Digital wallets and UPI platforms offer near-instant 

transactions at lower fees. 

• Lending: P2P lending and online lenders use alternative data scoring, challenging bank 

loan origination processes. 

• Wealth management: Robo-advisors provide algorithm-based investment advice at 

lower costs. 

These innovations threaten banks’ fee-based revenues and loan portfolios. 
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5. Technological Integration and Innovation 

5.1 Banks’ Digital Transformation Initiatives 

Traditional banks have responded by adopting: 

• Mobile banking apps 

• APIs for third-party integration 

• Big data analytics for customer insights 

• AI and machine learning for credit scoring and personalized services 

Such initiatives help banks remain competitive but require significant investment and 

cultural change. 

5.2 Collaboration Models 

Banks increasingly adopt collaborative approaches: 

• Partnerships with FinTech startups 

• Incubators and accelerators 

• White-label solutions 

These collaborations allow banks to leverage agility while maintaining regulatory 

compliance. 

 

6. Regulatory Challenges and Opportunities 

6.1 Regulatory Complexity 

FinTech’s rapid innovation challenges regulators to maintain: 

• Customer protection 

• Anti-money-laundering (AML) compliance 

• Data security and privacy standards 

Regulators such as central banks implement frameworks to balance innovation with 

systemic risk management. 

6.2 Regulatory Technology (RegTech) 

RegTech, enabled by AI and automation, assists both banks and FinTech firms in compliance 

reporting, risk assessment, and fraud detection, improving efficiency in regulatory processes. 

 

7. Financial Inclusion and Market Expansion 

FinTech plays a crucial role in expanding financial services to unbanked and underserved 

populations through: 

• Mobile-based financial services 
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• Micro-lending platforms 

• Digital identity and KYC solutions 

India’s Unified Payments Interface (UPI) and mobile wallet ecosystem are key 

examples of how digital finance drives financial inclusion. 

 

8. Risks and Limitations 

8.1 Cybersecurity and Data Privacy 

Increased digitization exposes financial systems to cyber-attacks, requiring robust security 

frameworks and investment in cyber risk mitigation. 

8.2 Operational Risk and Business Sustainability 

FinTech firms often lack deposit insurance and may face liquidity risks in downturns, 

previously managed by banks with regulatory safeguards. 

8.3 Displacement of Traditional Roles 

Automation and AI may reduce demand for certain banking jobs, raising concerns about 

workforce displacement and re-skill requirements. 

 

9. Findings and Discussion 

• Enhanced Efficiency: FinTech drives faster processing, reduced costs, and improved 

customer experiences. 

• Competitive Disruption: Banks face competitive pressure, particularly in payments, 

lending, and investment services. 

• Collaborative Future: Partnerships between banks and FinTech firms are key to 

sustainable innovation. 

• Regulatory Evolution: Effective policies are essential to balance innovation, stability, 

and consumer protection. 

 

10. Conclusion 

The impact of FinTech on traditional banking is profound and multi-dimensional. While 

FinTech introduces competition and drives innovation, traditional banks continue to hold 

competitive advantages in trust, capital strength, and regulatory experience. The future of 

finance lies in co-existence and collaboration, where banks integrate FinTech capabilities and 

FinTech firms adopt robust governance frameworks. Adoption of advanced technologies and 

regulatory cooperation will define the resilience and inclusivity of financial ecosystems. 
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