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Abstract. As a product of the combination of emerging technologies and financial services, FinTech 
is profoundly changing the operating model, competitive landscape, and customer experience of the 
traditional banking industry. This study aims to systematically sort out the relevant literature on the 
impact of FinTech on the banking industry in recent years at home and abroad, explore its application 
in payment, credit, wealth management, regulatory technology, and other fields, and the changes 
caused by it, such as improving banking business efficiency, optimizing cost structure and enhancing 
risk management capabilities. At the same time, this study analyzes the challenges of FinTech 
development to traditional banking institutions, including market share diversion, insufficient 
innovation capabilities, and weakening customer relationships. On this basis, the strategic direction 
of the integrated development of banks and FinTech is proposed, such as accelerating digital 
transformation, strengthening open banking construction, and strengthening technological 
innovation capabilities. The study shows that FinTech has promoted the structural reshaping of the 
banking industry and injected new impetus into its future development, providing a reference for 
academic research and practice. 
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1. Introduction 

The rapid development of financial technology (FinTech) has profoundly changed the global 

economic landscape. Supported by cutting-edge technologies such as big data, blockchain, and 

artificial intelligence, FinTech has rapidly penetrated financial businesses such as payment, lending, 

and investment, providing new opportunities and challenges for traditional banks. In the past decade, 

with the popularization of smartphones and the improvement of Internet infrastructure, FinTech 

applications have rapidly spread worldwide. From early Internet payments to today's smart 

investment advisors and peer-to-peer (P2P) lending, innovations in FinTech continue to emerge. 

These changes have not only redefined the core business model of banks but also promoted the digital 

transformation of banks. 

With the gradual opening of China's financial market and the continuous improvement of the 

innovation environment, China's FinTech development has become a global focus. Many Chinese 

FinTech companies, such as Alipay and WeChat Pay, have successfully led the wave of mobile 

payments and greatly improved the convenience and efficiency of financial services. In this context, 

studying the impact of FinTech on the banking industry has important practical significance. 

This study aims to systematically explore the impact of FinTech development on the traditional 

banking industry, and deeply analyze the main areas of FinTech application in the banking industry 

and the changes it brings from both theoretical and practical levels. Summarize the specific 

application scenarios and effects of financial technology in payment, credit, risk management, and 

customer service; explore the profound impact of financial technology on the banking industry's 

operating model, competitive landscape, and regulatory environment; analyze the opportunities and 

challenges faced by traditional banks under the wave of financial technology, and propose coping 

strategies and transformation directions; provide a theoretical framework and practical reference for 

the deep integration of the banking industry and financial technology in the future. 

This study has important theoretical and practical significance. In theory, as an emerging field that 

has developed rapidly in recent years, the impact of financial technology on traditional banking is 
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still in the research and exploration stage. By comprehensively combing relevant literature and data, 

this study will enrich the research system of the integration of financial technology and banking, 

deepen the understanding of the impact mechanism of financial technology, and provide a theoretical 

basis for subsequent research. In practice, the rapid development of financial technology poses a 

major challenge to the business model and market position of traditional banks. This study can 

provide decision-making support for banking institutions to identify the opportunities and threats 

brought by financial technology and help them formulate strategies for digital transformation and 

innovative development. At the same time, this study is also of great significance to regulators and 

can provide a reference for them to formulate regulatory policies that adapt to the development of 

financial technology and promote the healthy development of the financial market. 

2. Overview of Fintech Development 

2.1. Definition and Classification of Fintech 

Fintech (FinTech) is the product of the combination of finance and technology. It refers to an 

emerging model that improves the efficiency and quality of financial services through innovative 

technologies [1]. Navaretti et al. define Fintech as technology-driven, providing users with more 

convenient and efficient financial solutions by optimizing traditional financial service processes or 

creating new forms of financial services [2]. Thakor further pointed out that Fintech not only involves 

payment, credit, and wealth management, but also covers multiple fields such as risk management, 

blockchain applications, and artificial intelligence technology [3]. 

Based on different application fields and technical characteristics, Fintech can be divided into 

several categories. The first category is payment technology, which includes mobile payment, digital 

wallets, and cryptocurrency payment driven by blockchain technology. The second category is credit 

technology, which mainly involves innovative services such as P2P lending platforms, credit scoring 

models, and online microfinance. The third category is wealth management technology, including 

smart investment advisors, automated portfolio management, and risk assessment tools, which 

significantly improve the investment efficiency of individuals and institutions. The fourth category is 

risk and regulatory technology, which is used in anti-money laundering monitoring, real-time 

compliance checks, and data privacy protection, and helps maintain the security and stability of the 

financial system. The fifth category is blockchain and distributed ledger technology, which is widely 

used in decentralized finance and smart contracts and promotes the innovation of financial services. 

The sixth category is artificial intelligence and big data technology, which is used for customer 

analysis, precision marketing, and anti-fraud monitoring, further improving the intelligence level of 

financial services. These classifications not only reflect the important role of financial technology in 

optimizing traditional financial services but also show its far-reaching impact in different fields. 

2.2. Development History and Trends of Financial Technology 

The development history of financial technology can be divided into three main stages. The first 

stage is the financial IT stage (1960s-1990s). This period is based on information technology, 

promoting the digital transformation and automation of the banking system. The emergence of ATM 

and core banking systems has significantly improved operational efficiency. The second stage is the 

Internet finance stage (2000-2010). The popularization of the Internet has promoted the rapid rise of 

online payment, e-commerce finance, and P2P lending platforms. Platforms such as Alipay and 

PayPal have changed the traditional payment and credit model. The third stage is the stage of financial 

technology innovation (2010 to present). Technologies represented by big data, cloud computing, 

blockchain, and artificial intelligence have driven the personalization and diversification of financial 

services. Fintech companies have gradually entered the core business areas of traditional banks and 

have shown both competition and cooperation with traditional finance. 

The development trend of financial technology presents many characteristics. First, technology 

integration and scenario expansion have become important directions. The coordinated application of 
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artificial intelligence, big data, and blockchain has promoted more intelligent financial services. 

Scenario finance has broadened the application boundaries and made services closer to users' lives. 

Secondly, open banking and platform ecology have gradually emerged. Through API interfaces, data 

sharing and win-win cooperation between banks and financial technology companies have been 

achieved. Ecological financial platforms have become a future trend. In addition, globalization and 

localization have developed in parallel. The penetration rate of financial technology in emerging 

markets such as China and India have increased significantly, promoting the spread of global 

innovation models. At the same time, the combination of digital finance and inclusive finance has 

effectively increased the coverage of financial services, especially in underserved areas. Finally, 

regulatory technology (RegTech) has been deepened, helping the sustainable development of the 

industry by improving compliance efficiency and risk management. The innovation and evolution of 

financial technology have not only changed the traditional financial service model but also injected 

new impetus into the future. 

3. Analysis of the Current Situation of the Banking Industry 

3.1. Overview of the Industry 

In recent years, the banking industry has undergone significant changes worldwide. The traditional 

banking model is facing tremendous pressure for digital transformation, which is mainly driven by 

the rapid development of financial technology (FinTech) technology [1,2]. The digitalization process 

has not only changed the way banks operate their business, but also redefined the relationship between 

banks and customers, regulators, and other FinTech participants [4,5]. Globally, commercial banks 

are gradually shifting from a service model centered on offline branches to online and mobile services 

and improving service efficiency through technologies such as data analysis, artificial intelligence 

(AI), and blockchain [6,7]. 

3.2. Digitalization Process of the Banking Industry 

With the increasing popularity of FinTech technology, the business model of banks has 

transformed from traditional "relationship banking" to "digital banking". Technologies such as AI, 

big data analysis, and blockchain are widely used in areas such as credit assessment, risk control, and 

customer service [6]. For example, Chinese commercial banks have improved efficiency and 

promoted the optimization of credit structure through FinTech [8]. Banks in developed countries such 

as Germany are also responding to household financial needs and improving user experience through 

digital services [9]. 

This digitalization process not only helps to reduce operating costs but also improves customer 

satisfaction [10]. However, the digital transformation of banks is also accompanied by risks and 

challenges, such as data security and privacy protection issues, which force banks to further 

strengthen their technological capabilities [11,12]. 

3.3. Changes in the Competitive Landscape of the Banking Industry 

The rise of FinTech has significantly affected the competitive landscape of the banking industry. 

On the one hand, the innovative services provided by FinTech companies (such as peer-to-peer 

lending and mobile payments) directly threaten the market share of traditional banks [13]. For 

example, in the US market, FinTech companies have quickly occupied market segments that are 

difficult for traditional banks to cover through regulatory arbitrage [14]. On the other hand, some 

large banks have actively integrated into the innovation ecosystem by cooperating with FinTech 

companies to avoid being marginalized by the market [15]. There are many different models for 

cooperation between banks and FinTech companies, including investing in start-ups, strategic 

alliances, and developing independent FinTech platforms [16]. However, this cooperation also brings 

complex management and integration challenges, especially in terms of data sharing and governance 

[17]. 
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3.4. Changes in the profit model of the banking industry 

FinTech technology has a profound impact on the profit model of the banking industry. In terms 

of revenue, banks have expanded their revenue sources through FinTech technology, such as 

attracting customers by providing customized services and developing new products [18]. At the same 

time, the efficiency of digital services has reduced the operating costs of traditional banking business 

[19]. However, banks' interest income is being impacted. Taking China as an example, studies have 

shown that digital financial technology has had a crowding-out effect on commercial banks' interest 

income [20]. In addition, in a low-interest rate environment, banks need to make up for the narrowing 

interest rate spread through non-interest income (such as wealth management and insurance services) 

[21]. 

3.5. Risks and Regulatory Challenges 

Fintech has improved the risk management capabilities of the banking industry, but it has also 

brought new types of risks, including cyber-attacks, systemic technical failures, and model risks [13]. 

The leading position of fintech companies in data utilization and algorithm application may put banks 

at a disadvantage in market competition [18]. 

In addition, there are also significant challenges in business integration and regulatory compliance 

between banks and fintech companies. For example, at the regulatory level, how to balance the 

relationship between innovation and risk control has become an important issue [12]. Regulators in 

various countries are gradually trying to adopt "regulatory technology" (RegTech) tools to improve 

regulatory efficiency and reduce the occurrence of risk events [13]. 

3.6. Future Development Trends 

Looking ahead, the banking industry will further accelerate the pace of the application of financial 

technology while coping with competitive pressure from financial technology companies [22]. Digital 

transformation, customer-centric strategy, and technology empowerment will become the main 

direction of banking development. In addition, banks need to establish a more flexible organizational 

structure to quickly adapt to technological progress and changes in market demand [23]. Overall, 

although financial technology has brought challenges, it has also provided an opportunity for 

transformation for the banking industry. By making rational use of financial technology, banks can 

not only improve business efficiency but also provide customers with higher-quality financial 

services [7,13]. 

4. Theoretical Analysis of the Impact of Financial Technology on the Banking 

Industry 

In recent years, the rapid development of financial technology (FinTech) has profoundly changed 

the operation mode and competitive landscape of the banking industry. FinTech has brought 

unprecedented challenges and opportunities to the banking industry through technology-driven 

innovation. These impacts can be analyzed from multiple theoretical levels such as efficiency 

improvement, risk management, competitive landscape, and regulatory response. 

4.1. FinTech Improves Bank Efficiency 

FinTech optimizes the business processes of the banking industry through innovative technologies, 

improving service efficiency and customer experience. For example, big data analysis and artificial 

intelligence technologies can help banks more accurately identify customer needs, assess credit risks, 

and optimize resource allocation, thereby improving overall operational efficiency [2,3,10]. Lee et 

al.'s research shows that China's banking industry has significantly improved its resource allocation 

efficiency and service capabilities through the application of financial technology [8]. In addition, the 

application of blockchain technology in cross-border payment and settlement has also reduced 

transaction costs and time and improved the efficiency of financial services [4,5]. 
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4.2. Impact on Traditional Banking Business Models and Changes in the Competitive 

Landscape 

The development of financial technology has introduced new market participants, especially non-

bank financial technology companies (such as payment and loan platforms), which have directly 

competed with the core business areas of traditional banks. This "disintermediation" trend has 

weakened banks' market control. For example, Hornuf et al. pointed out that financial technology 

start-ups have challenged the traditional business boundaries of the banking industry by cooperating 

or competing with banks [15]. In addition, financial technology provides more convenient services, 

which makes consumers prefer to use emerging platforms, further exacerbating the competitive 

pressure on banks. 

4.3. The Role of Financial Technology in Risk Management 

Financial technology has shown significant advantages in bank risk management. For example, 

artificial intelligence and machine learning algorithms can help banks identify potential risks more 

efficiently, especially in the areas of anti-fraud and credit assessment [6,7]. Jagtiani and Lemieux's 

research shows that fintech loan platforms can cover risk areas that traditional banks fail to serve, 

effectively expanding credit coverage [14]. However, this technology-driven innovation may also 

trigger new risks, such as data privacy and network security issues [11]. 

4.4. Challenges to Bank Supervision 

Fintech has put forward new requirements for bank supervision. On the one hand, the rapid 

development of fintech often exceeds the coverage of traditional regulatory frameworks, requiring 

regulators to design new policies to deal with the risks brought about by financial innovation. On the 

other hand, the development of regulatory technology (RegTech) provides regulators with new tools, 

such as real-time monitoring and automated compliance management [11,12]. Anagnostopoulos's 

research points out that the combination of fintech and regulatory technology can improve the 

transparency and stability of the financial system, but it also requires regulators to have higher 

technical capabilities [11]. 

4.5. Cooperation and Symbiotic Relationship Between Banks and Fintech 

Although fintech competes with banks in some areas, cooperation between the two has gradually 

become a trend. For example, banks can leverage their technological advantages to promote digital 

transformation by collaborating with fintech companies [19]. Puschmann pointed out that such 

cooperation enables banks to quickly adapt to changes in market demand while maintaining their 

traditional business advantages [1]. In addition, fintech companies can also leverage banks' brand 

trust and customer base to jointly build a more efficient financial ecosystem [15]. 

4.6. Fintech's Reshaping of Bank Profit Model 

Fintech is reshaping banks' profit model. With the popularity of mobile payments and digital 

currencies, banks' traditional interest rate spread income has been squeezed, forcing them to develop 

new sources of income [20]. For example, by providing value-added services based on data analysis, 

banks can expand their profit space in non-traditional areas [21]. You Jiaxing et al. found through 

empirical research on China's banking industry that fintech significantly improved bank performance, 

but the impact on banks of different sizes was different. 

Overall, fintech is profoundly changing the way the banking industry operates, the competitive 

environment, and regulatory needs. From efficiency improvement, and risk management to business 

model innovation, fintech has brought huge development potential to the banking industry, but it has 

also raised new challenges in technology and regulation. In this context, banks need to accelerate the 

pace of digital transformation, establish partnerships with fintech companies, and strike a balance 

between technology application and risk management. In the future, how to achieve win-win results 
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in competition and cooperation will become a key issue for the coordinated development of fintech 

and the banking industry. 

5. Conclusion 

The rapid development of financial technology (FinTech) has had a profound impact on the 

banking industry, triggering a situation where opportunities and challenges coexist. Driven by 

technology, FinTech has promoted a comprehensive transformation of banking business models, 

service efficiency, and customer experience. Studies have shown that FinTech has significantly 

improved banks' operational efficiency and risk management capabilities through the application of 

technologies such as big data, artificial intelligence, and blockchain, especially in optimizing credit 

structure and reducing transaction costs. 

The innovative service model of FinTech provides banks with more diverse cooperation and 

competition paths. On the one hand, the cooperation between banks and FinTech start-ups has 

gradually strengthened, and they have jointly developed technology-based financial products; on the 

other hand, some banks are facing market share squeezes from FinTech companies. In addition, 

digital transformation has accelerated the transformation of the form of interaction between banks 

and customers, promoting the popularization of online services and the improvement of financial 

inclusion. 

However, the rise of FinTech has also brought new risks and challenges. First, the complexity of 

technology applications increases operational risks and network security risks. Second, FinTech may 

trigger regulatory arbitrage and increase the linkage and complexity of banking system risks. Finally, 

small and medium-sized banks are generally at a disadvantage in terms of technological investment 

and competitiveness, and there is a risk of being marginalized. 

In the future, the banking industry should actively respond to the wave of financial technology by 

strengthening technical cooperation, increasing R&D investment, and optimizing internal 

mechanisms. At the same time, regulatory authorities need to improve the policy framework and 

strengthen risk management and market norms in the field of financial technology, to achieve the 

coordinated development of the banking industry and financial technology. 

In short, financial technology is profoundly shaping the future development of the banking 

industry in an innovation-driven way, and its impact on the banking industry is both an opportunity 

and a challenge. The integration of banks and financial technology needs to seek a balance between 

competition and cooperation to achieve sustainable development of the industry. 
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