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ABSTRACT       

This report provides a comprehensive literature review on the rise of financial technology 

(Fintech) and its disruptive impact on traditional banking services. The study synthesizes a 

wide range of academic and industry sources to define Fintech, explore its scope and various 

sub-sectors, and examine the historical evolution and key characteristics of traditional banking. 

Furthermore, it analyses the specific ways in which Fintech innovations are disrupting 

established banking models, including shifts in customer behavior, transformations in service 

delivery, and the reshaping of competitive landscapes. The report also investigates the primary 

drivers behind the emergence of Fintech, such as technological advancements, regulatory 

changes, and evolving consumer demands. By reviewing existing scholarly literature, this 

study identifies the multifaceted effects of Fintech on the financial services industry, with a 

particular focus on the challenges and opportunities faced by traditional banks in adapting to 

this technological revolution. Finally, the report outlines the regulatory environment governing 

Fintech and discusses potential future trends and long-term implications for the structure and 

operation of the banking sector.          

I. INTRODUCTION    

With the advent of Financial Technology, often referred to as Fintech, the financial services 

sector has remarkably changed in the last few years. It is the use of technology by financial 

service companies that improves the creation and consumption of their services. This change 
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has revolutionized banking as it has long been known with its rigid and defined structures, 

physical branch presence, long queues and processes. From mobile banking applications and 

peer-to-peer lending platforms to cryptocurrency exchanges and robo-advisors, Fintech has 

enabled financial transactions to be performed easily, quickly, and efficiently.  

The rupture brought about by Fintech is much deeper than a mere application of new 

technologies. It represents a shift in culture as consumers expect demanding, real-time, 

personalized services. This is forcing traditional banks to reconsider their methodologies and 

strategize towards cutting-edge innovation in order to sustain competition. Financial 

technology does come with enhanced financial accessibility, lower costs per transaction, 

increased customer service, and other benefits, however… it raises critical questions of 

regulation, cybersecurity, and trust. 

II.  LITERATURE REVIEW 

The field of fintech has attracted considerable attention in both academic and industry research, 

as scientists and experts emphasize their deep impact on the financial industry. According to 

Arner, Barberis and Buckley (2015), Fintech refers to a new financial sector that uses 

technology to improve financial transactions. They show how fintech has been shown as a 

solution to inefficiency in traditional banking. This was driven by the global financial crisis in 

2008, when it took on trust in traditional financial institutions. 

Gomber et al. (2017) categorizes fintech innovations in five key areas: payments, financing, 

asset management, insurance and market regulations. Your research highlights the importance 

of digital platforms to improve financial services delivery with a special focus on user 

experience and efficiency. Similarly, Philippon (2016) emphasizes that fintech companies 

optimize their companies and optimize capital allocation through automation and data analysis. 

Nevertheless, traditional banks go through the formation of alliances, acquisitions of other 

companies, and the establishment of internal innovation units to remain competitive  

Zetzsche et al. (2017) examined Fintech regulatory outcomes and demonstrated that its 

expansion not only promotes financial inclusion and competition, but also raises concerns 

about consumer protection, data protection and systematic risk. The literature shows a growing 

consensus that effective regulations aim to promote innovation and at the same time maintain 

financial stability. 



 

1285 | P a g e  
 

Airo International Journal 

Peer-Reviewed  

Multidisciplinary 

ISSN: 2320-3714 

Volume:2    Issue:3 

June 2025 

Impact Factor:11.9 

Subject: Finance 

The existing literature emphasizes that fintech is not just a technological trend, but also a 

fundamental transformation that transforms the entire financial services ecosystem. This study 

jointly highlighted the importance of cooperation between fintech startups, traditional banks 

and regulatory authorities to create a more integrated, efficient and resilient financial system. 

III. RESEARCH METHODOLOGY 

This research is qualitative, utilising desk based literature analysis and secondary data to 

explore the rise of fintech, and its disruption to traditional banking, with no primary data being 

collected. 

METHODOLOGY 

This study relies primarily on a qualitative methodology informed by a literature review and 

analysis of secondary data, to explore the emergence of fintech and the disruptive impact on 

traditional bank-based services. Primary data collection is not undertaken. 

1. Literature Review: 

The literature review specifically focuses on fintech innovations such as digital payments, net 

banking, peer-to-peer (P2P) lending, blockchain, and robo-advice services. The review studies 

the impact of these developments on traditional bank delivery models, customer expectations, 

and operating models.  

2. Data Analysis: 

Data is obtained from academic journals, industry white papers, government and regulatory 

institutions (including RBI, NITI Aayog), and financial press articles. These sources provide 

information on the growth trends of fintech developments, market penetration and customer 

adoption rates, and on the changing regulatory environment. The data is analyzed and used to 

find repeated patterns and identified themes in the literature, including fintech driven 

innovation and operational shift in customer behaviour, competitive threats on banks, and 

emerging collaborative models such as the bank and fintech partnership. 

3. Limitations: 

 • The research is limited to secondary data, with no input from field research. 

 • The context is an Indian financial ecosystem with global references and comparatives to be 

made. 
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• Rapid technology growth could allow literatures to become outdated quickly.  

IV. RESULTS  

The literature review demonstrates that fintech has disrupted traditional banking services in 

several key areas:         

• Digital Payments and Accessibility 

 Fintech platforms such as UPI, Paytm, PhonePe, and Google Pay have upended the payment 

ecosystem, leading to reduced reliance on physical cash and increasing access (RBI, 2022) 

 UPI now accounts for more than 75% of retail digital transaction's in India as of 2023 (NPCI, 

2023). 

  • Disintermediation and Alternative Lending 

 Fintech lending platforms (i.e. Lending Kart, Cred, and KreditBee) provide quick and data-

driven lending with minimal paperwork. 

Traditional banks face fierce competition for unsecured lending as fintech utilizes alternative 

credit scoring processes.  

• Customer Experience and Engagement 

  Fintech apps prioritize personalized and intuitive customer interfaces and often exceed banks 

on convenience and speed. 

  Innovation on experience and expectations such as AI fintech platforms to provide financial 

planning and digital wallets for convenience have raised user expectations. 

6. Challenges and Risks 

• The review recognizes some of the key concerns: 

• Uncertain regulations and changing compliance frameworks 

• Cybersecurity risks due to increased exposure online 

• Trust deficits in smaller/better unknown fintech options 

• Financial literacy gaps in rural or older populations 
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V. Discussion 

When it comes to financial services in India, the emergence of fintech has completely disrupted 

traditional financial services, transforming models of financial services to faster, tailored, and 

more customer-friendly steps that are shifting away from traditional banking to personalized 

solutions. This transformation that is driven by digital technology has to do with advancing 

customer tastes in terms of the expectation of digital services to be 100% real-time and without 

friction. Fintech companies with their mobile-first approaches and AI tools have been able to 

cater to customers' expectations much more quickly than traditional banks bogged down by 

legacy systems, which won't be the case going forward. 

In addition to the transformation, fintech has caused market fragmentation among financial 

services, with startups capturing loosely entire sectors like digital payments, peer to peer 

lending, and neobanks. This fragmentation of services is creating a more competitive 

environment, enabling greater performance and fee compression, while simultaneously 

fostering collaboration. Traditional banks are increasingly embracing partnerships and working 

with fintechs to advance ideas along with traditional banks digitally transforming their 

traditional service offerings quickly. With many going the open banking routes of APIs and 

even co-main branded offerings, partnerships with organizations from fintechs are becoming 

more the norm. 

In terms of regulations; the central bank (RBI) is adapting to forge measures like regulatory 

sandboxes and digital lending regulations as a way to bridge the gap as regulatory mechanisms 

advance technologically at a much quicker pace as a way of balancing market and significant 

limits on enforcement and or consumer protection.  However because fintech's speed of 

advancement often outpaces the regulatory mechanisms designed to speed up outdated 

processes, which raises some elements of consumer protect violence (cybersecurity) and data 

privacy/process impeding efficiencies/compliance. 

VI. CONCLUSION 

The emergence and rapid growth of fintech has resulted in a transformative shift in the 

landscape of financial services, both globally and in India. Fintech firms have relied on cutting-

edge technologies, such as artificial intelligence, blockchain, digital payments, and mobile 

interfaces, to challenge the established positions of original banking institutions in the sector. 
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Fintech has lead to improvements in efficiencies, customer satisfaction, and financial inclusion 

of populations segment that were not previously capable of accessing basic financial services. 

Traditional banks were originally the only source of provision of financial services. They are 

likely to be continuously reframed by the growing prominence of fintech, and must now 

explore alternate approaches to services delivery and business models. Initial perception of 

fintech as a threat has settled into an understanding by traditional banks that they must embrace 

transformation and customer-led innovation, with fintech a step towards customer convenience 

through a collaborative ecosystem with banks at the core of the ecosystem. 

Fintech has experienced considerable growth and success, this has not made it immune to the 

ongoing challenges relating to uncertainty in regulations, cybersecurity threats, and 

sustainability. Traditional banks have the added challenges of managing resistance to change 

amongst the workforce, tackling legacy systems, and the need to embrace the digital revolution 

as they explore modern aspects to their business. 

Ultimately, the research indicates that fintech is not just disrupting but is transforming the 

traditional banking industry. The future of financial services is strongly rooted in trust, 

innovation, accessibility, and collaboration. As this ecosystem matures, both fintech startups 

and traditional financial institutions will play important roles in establishing a more 

democratized, efficient, and customer-centric financial future. 
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