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Abstract

FinTech is growing very fast and changing the way the financial sector works all
over the world. It is challenging traditional banks and changing how people use
financial services. This paper looks at how FinTech is developing and how it affects
banks, with a focus on India's digital revolution through platforms like UPI, Paytm,
and PhonePe. Using studies and real examples, it shows how FinTech in areas like
payments, lending, investment, insurance, and neobanking has pushed banks to
change their strategies, increased competition, and helped more people get access to
financial services.

At the parallel window new problem is emerging such as cybersecurity risks,
weak regulations, trust issues, and heavy dependence on digital systems. The paper
argues that if banks and FinTech companies work together, it can lead to financial
growth that is both innovative and inclusive. Overall, FinTech is not just about new
technology—it is a major economic change. Banks need to adjust to these changes so
they can make the most of new opportunities and reduce the risks.

Keywords: Fintech, Traditional Banking, Cybersecurity Risk, Digital Payment, Bank
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Introduction

Banking has always played a very important role in progress of economies by
providing safe and secure financial services. Historically, traditional banks were the
main institution where people, businesses, and other organisations depended on, that
operate through physical branches, paperwork and physical appearance on beneficiary.
but with the rapid growth of technology in past few decades, the financial sector has
changed a lot. The growth of financial technology or FinTech has introduced new
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electronic tools that make a payment lending investment, transfer of funds etc through
online medium faster and more convenient

FinTech includes mobile payment apps, online lending platforms, and blockchain
based solution. These new technologies directly challenge the traditional financial
structure by offering quick, cheaper and more accessible services. At the parallel
window banks are realizing that instead of being replaced, they need to adapt new
technologies by replacing traditional way of working by collaborating with FinTech
companies to remain competitive

In India, the impact of FinTech visible massively as compare to other countries
through systems like UPI and apps such as Paytm and PhonePe, which make digital
payment common in remote areas also. Globally, companies like Revoult, stripes and
square are also reshaping financial structure. This shows that FinTech is not just a
passing trend but a major structural reform in the financial sector

This paper explores the growing influence of FinTech on traditional banking
systems, highlighting and finding both the challenges and growth chances that arise
from this transformation. By reviewing existing literature and real-world examples,
the study aims to provide a better explanation of how technology is restructuring the
financial sector and redefining the role of Traditional banks in modern economies.

Review Of Literature

1. Arner, Barberis & Buckley (2016) The FinTech revolution-and the way it will
transform finance Their research explored how FinTech innovations are
reshaping the finance sector-creating entirely new models for payments,
lending, and wealth management. The report concluded that FinTech is more
than just a technological transformation: It represents a structural shift that
creates new challenges for both regulators and incumbents. As the authors
wrote: We should adapt regulation for innovation.

2. Philippon (2016) According to Philippon's research, FinTech decreases the cost
of transaction, enhancing efficiency in financial service sector. He said:
“technology provides more openness and competition among the entire
system”. On the other hand, he alerted some potential risks on the long run:
unchecked rapid development may pose danger.



Volume 1 | Issue1 | Jan. - Dec. 2026 L5 3 —— VANIJYAM 1 37
International Journal of Commerce, Management and Business Studies (VIJCMBS)
(An International Peer Reviewed Refered Interdisciplinary Yearly/Annually Journal in Multi-Language)

Gomber, Koch & Siering (2017) The main objective of the research was to
study the role of FinTech firms in the competition of the Banking sector by
providing digital and customer-centric solutions to the customer. In conclusion,
while considering intense rivalry in the sector, it can be considered that
traditional banks could adopt digital transformation solutions and through
partnership between traditional banks and FinTech firms, is one viable step in
the present scenario.

Lee & Shin (2018) Meanwhile, FinTech could enhance financial inclusion,
especially for less-developed countries. They suggested FinTech can use digital
channels like mobile payments and applications to provide more convenient
and secure access to financial services for people who currently have limited
access. However, they urged the authorities to implement regulatory measures
that can mitigate these risks.

Navaretti, Calzolari & Pozzolo (2018) The researchers of the report believe
the future of financial services lie with banks and Modern FinTech integration,
stating: “Our research indicates that the integration between banks and Modern
FinTech firms is the most viable path for banks that do not wish to become
commodities and wish to benefit from an increasingly innovative
environment... The rationale for integration is stronger than a rationale for
solely competition.”

Vives (2019) Vives emphasized that FinTech challenges traditional banking
models by introducing efficiency and customer-focused services. He noted that
banks must adapt quickly to digital disruption or risk losing relevance. His
findings pointed to digital adoption as a key survival strategy for banks.

Das (2019) Das examined India's FinTech growth and found that platforms
like UPI and Paytm have revolutionized digital payments. His study showed
that Indian Traditional banking institution were compelled to adopt new
technologies to remain relevant. He concluded that FinTech has accelerated
financial inclusion of Indian population and modernized India's banking sector.
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8. Chakraborty & Roy (2021) Their research focused on the Indian FinTech
ecosystem, particularly mobile payment apps such as PhonePe and Google
Pay. They found that these platforms significantly increased financial inclusion
by reaching rural and semi-urban areas. The study also highlighted the
importance of regulatory support in sustaining this growth.

Objectives

1. To analyse the impact of FinTech innovations on traditional banking services
such as payments, lending, and customer relationship management.

2. To examine the challenges and risks faced by banks due to FinTech growth,
including cybersecurity issues, regulatory concerns, and customer trust.

3. To explore the prospect for collaboration between Traditional banks and
FinTech firms in promoting efficiency, financial inclusion, and sustainable
growth in the finance sector.

Research Methodology

1. Research Design
The present study is based on descriptive and qualitative in nature

2. Nature of Study
This research paper is based on a qualitative and literature-based approach.

3. Sources Of Data
Secondary Data: Data was extracted from Books, Research journals, Articles,
Govt Reports, Websites

4. Sampling plan
The sample includes academic journal, articles, research papers, official
government publications, and industry reports

Meaning and Evolution of FinTech

FinTech is a combination of the words Financial and Technology. It refers to
integration of technology with financial products and services. The major objective of
FinTech is to automate the work, reduce the red-tapism, increase the efficiency and
ease the task of money payment, investment, Lending and all the financial tasks
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Evolution of Modern Fintech
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Evolution of FinTech in India

FinTech sector has rised in India over the past decade majorly backed by policy
initiatives, growth of digital infrastructure and the rise of smartphone usage. The
launch of Unified Payments Interface (UPI) in 2016 created a paradigm shift in
digital payments, paving the way for universal adoption of instant payments. FinTech
companies like Paypal, Bhim UPI and Google Pay have already revolutionized the
way consumers engage with payments, whereas several banks are turning to digital
channels to stay competitive. India's financial technology trajectory has been largely
influenced by the mission of financial inclusion

Future of FinTech

The future of FinTech going to be more transformative with the rapid emerging
technologies such as Al Smart systems, Blockchain, Algorithmic training , Quantum
Computing which all provides more convenient service and highly personalised
ecosystem for user and more advanced and enhanced security system, In India the
next phase of FinTech more likely to focus on expanding the existing ecosystem and
work on inclusion of people who still not able to use the FinTech services, Supported
by government initiatives and improved digital infrastructure
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Role of Artificial Intelligence in FinTech

Artificial Intelligence — The gamechanger in FinTech, Al is rapidly growing as a
key area of growth and innovation within the financial technology sector (FinTech).
Already employed by financial firms for majority of their services from fraud
detection to personalised financial advice, chatbots for customer service to credit
scoring, the power of Al based Smart system lies in its ability to analyse and present
the large data from technical to fundamental analysis which is next to impossible for
humans. This allows financial firms to gain insights that inform decisions and helps to
establish customer confidence and it reduces cost for both FinTech firm and
customers as well. It is assumed that artificial intelligence will continue to simplify,

secure and expedite access to financial services or products
Major FinTech Services

Service Type Key Features Examples
Digital Payments | UPI, wallets, QR, | Paytm, Fast, cashless
bill pay PhonePe, transaction
Razorpay
Lending & Credit | SME loans, BNPL, | LendingKart. Quick loans, wider
credit scoring CRED. access
BharafPe
Investment & | Stocks, mutual | Groww, Upstox. | Affordable
Wealth tech funds, Paytm Money investing
robo-advisors
Insurance Tech | Policy comparison, | PolicyBazaar, Easy  insurance
digital claims Acko, Digit access
Neobanking ‘Mobile-only Niyo. Zeta,| Branchless.
banking, SME | RazorpayX low-cost banking
solutions

Impact of FinTech on Traditional Banking
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Disruption of Services FinTech has fundamentally changed the way financial
services are provided to end consumer. Mobile wallets, online lending
platforms, and digital investment tools have reduced the requirement for
physical branches and paperwork and eliminate the traditional long queue in
physical branches. This fundamental change in financial environment has forced
banks to modernize their systems, gave up on their traditional way of work
and adopt digital channels, and restructure their customer service

Increased Competition: Traditional banks have been experiencing significant
tough competition due to FinTech firms offering better and affordable services.
Customers tend to shift towards Digital Platforms as they offer convenience
thereby threatening Banks Dominance of many years. Banks needs to
constantly innovate to retain their customers.

Collaboration Opportunities: Instead of direct competition, numerous banks
have chosen to partner up with FinTech Firms. These collaborations can enable
banks to leverage their own expertise and experience while allowing FinTech
startups to use their technological innovations. The result is often a win-win
scenario where new offerings such as digital payments solution or Al driven
financial services can be created.

Regulatory and Security Challenges One such challenge emerging from the
increasing dominance of FinTech. These innovative companies bring fresh
challenges as they deal with cybersecurity threats and other data privacy issues.
Moreover, banks have long operated within the confines of rigorous
regulations. Their ability to keep pace with FinTech's is not good and this gap
can be increased if precautionary action were not taken on the time. Hence,
updating policies and strengthening regulatory frameworks are essential to
foster stability in this fast-evolving landscape.

Financial Inclusion One of the significant positive outcome of FinTech is it is
accessible to anyone who had a am smartphone and internet connection. In
India, platforms like UPI, Paytm, and google pay have enabled millions in
rural and semi-urban areas to access banking services. This inclusion
strengthens the overall financial system and supports economic growth.
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Advantages Of FinTech

1.

Cost Efficiency: By automating the work it reduces the paperwork and save
the cost of manual intervention and it leads to reduction in cost for financial
institution and user have to pay less money

Round the Clock Service: One of the significant advantages of FinTech is its
ability to provide 24/7 availability of financial services. Unlike traditional
banks where the transaction hours are fixed and lot of holidays whereas
FinTech platform allow to customer to make payment, transfer of fund,
Lending, Investment and all other major financial services.

Financial Inclusion: In India the major chunk of population lives in rural or
semi urban area so FinTech provides them to access the financial service
through their smartphone and internet. This inclusion leads to make India
ranks at top globally in the use of real-time digital payments. According to the
International Monetary Fund.

Transparency in Transactions: FinTech platforms often provide clear,
real-time updates on transactions, balances, and loan statuses. This transparency
reduces hidden charges and improves customer trust. Apart from user benefit it
helps to Government for surveillance transaction and it helps to reduce
financial scams, Tax Evasion, Unethical Accounting etc.

Personalized Services: FinTech uses technology to offer services that are
aligned to individual needs. Whereas in Traditional banking only few services
are there which became universal to everyone and create a stigma toward
financial service as monotonous task to do. Here in FinTech Customers feel
more valued because the services match their lifestyle and goals.

Challenges Of FinTech

1.

Customer Awareness: A major challenge to FinTech services is lack of
awareness among many users that how this ecosystem works, while the
younger and urban population may adapt this quickly whereas it became a
harder task to rural and old ages Population they often struggle to use this
technology and it can Lead to wrong transaction and monetary losses

Trust Issues: Trust issue is the biggest hurdle for adaption of FinTech
especially in the millennial generation because the traditional banks create a
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trust over the decades these people often believe in face-to-face interaction
over digital payments and other services whereas FinTech is totally a new
concept totally invisible no human interaction.

Technology Dependence: FinTech heavily relies on digital infrastructure
which includes Stable Internet, Smartphones and Reliable Electricity. Any
disruption in these technologies can affect the transaction. This dependence
can affect those regions which don't have proper digital infrastructure or
resources to manage it and the other problems related to Low Server, App
crash, Software Glitches can increase the frustration of user and may resist the
work operation

Cybercrimes: FinTech also increases the risk of cybercrime and cases like
digital arrest. Since all the transactions were done on internet and all the
activity were recorded on internet there was high chances that data can be
outsourced or hacked which can lead to monetary loss to user and invasion of
privacy.

Suggestions

Strengthen Cybersecurity: Cybersecurity is among the leading concerns during
using online transactions, with increasing case of fraud, data leakage, hacking
the top most priority of Banks and FinTech is to heavily invest in their
security system and conduct audit frequently for checks and balances

Promote Digital Literacy: Still in India a major chunk of population is not able
to use these digital platforms, so for including them Governments, Banks,
FinTech firms should conduct awareness programme at grass root level, for
more convenience the awareness programme should conducted in regional
languages

Improve Infrastructure: India still lack of basic digital infrastructure in semi
urban and rural area which lead to exclusion of people in digitalisation of
finance and this initiative can be taken by Government and Banks, FinTech
firms in collaboration. Banks and FinTech firms can sign memorandum of
association with Government that under Concept of Social Responsibility
(CSR) Banks and FinTech firms develop digital infrastructure in remote areas.
Encourage Collaboration: Collaboration between Banks and FinTech should be
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encouraged because a major portion of population are still depending upon
traditional banks if these banks were collaborate with FinTech firms all the
users were shifted to digitalisation of finance automatically

Conclusion

The impact of FinTech on financial services cannot be overstated. It has
completely changed the output of these services by enabling instant
transactions through mobile applications. Traditional banks have faced various
problems including increased competition from startups, stringent regulations,
and rising security threats with the emergence of FinTech. However, there are
opportunities for banks to work together with FinTech in order to achieve
innovation in their services.

For example, the success story of Unified Payments Interface (UPI) in India
has been witnessed through payment service providers like Paytm & Phonepe
among others which offer convenience to customers especially those in rural or
semi-urban regions where traditional banking institutions could never reach
them before.

In conclusion, we assume that FinTech is no longer just another fad within
financial industry but rather a major structural transformation that's happening
around us all right now! As an emerging field itself, but with the evolution the
digital awareness became essential part of life there are few hurdles with
FinTech it has to resolved for continue growth of this industry
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