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of Financial Technological Innovations.

INTRODUCTION

The words quoted by Bill Gates in 1994,
hich states that "Banking is necessary Banks are
ot" become quite through with the introduction of
arious technologies in financial service sector.
ith different interdisciplinary approach, one of the
pular and fast evolving approaches is technology
financial sector, which is” FinTech" the word
hich has been quite heard of now a day in various
ewspaper, journal, article etc. There are thousands
of companies who are working towards giving us a
ay of getting financial service. These few
ousands of FinTech companies are attracted
owards banking. They are advertising to share a
art of banking company profit.

Fintech weekly (2016) define that FinTech
describes a business that aims at providing financial
ice by making use of software and modern
echnology. The financial institution have been
orking and using a lot of their funds towards
ding various way to provide faster, cheaper and
venient service to the customer by the way of
echnology Fintech companies is a light in this

ABSTRACT =

Technological and digital revolutions are taking place in all the spheres and zones across the globe
same is happening in financial services sector. Various types of digital and technological developmenys ‘
taken place as a contribution to financial technology by the new FinTech Companies. These last Fns

have made the financial services faster, casier, convenient and cheaper by constant innovation. The.

continuous affords in FinTech is having both positives and negatives, but over a passing term the 'regari:’w
are reducing by providing securities and checks on personal and sensitive information of the customer-s nes
study was conducted (o understand the various developments and prospects of technology < Lhe
services sector. Secondary data was collected through various sources available which help in fulfillin 0
objectives. The study also gives detail on opportunities and challenges in implementing these devel, I)'fem:
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sphcljc which are capable enough to initiate better
solution to various financial institutions.

. Thq innovations  and development
FinTech will have benefits for global econom
social and environmental dynamics. Any new wg :
providing these services grew because of thy
available IT enabled environment, the reach ot;'
internet and the increase in the use of mobile
phones. The ongoing pace of FinTech enabled
service will pave the way for getting the unbanked
under banking system.

REVIEW OF LITERATURE

e According to Anjan V. Thakor (2019) has
stated that paper is a literature review in
relation to FinTech and its impact on banking,
The researcher mentioned that FinTech has
provided innovative services in payment
systems, cryptocurrencies, credit markets, P2P
lending, and insurance, with the help of
Blockchain, a smart technology. The paper
provides reviews on the theoretical and
empirical literature on FinTech, along with

n
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examining  some  statistics  and  facts
systematically.  The paper  summarizes
knowledge and concludes with future research.

e  According to Landa Ramesh (2019) mentioned
in her paper that the rise and growth of
FinTech companies startups and widening of
the world’s digital ambitions are putting high
pressure on traditional operating system of
banks, insurers, and other financial players.
Customers’ donot any longer expect their bank
to provide them the best experience digitally.
Due to the new vast and improved data,
FinTech companies have gained market grip
significantly, by new innovative and successful
offering products and services for consumer
demand, conveniently at lower operating cost.
The paper mentioned the collaborations of
Banks with FinTech startups companies,
challenges and supportive environment.

OBJECTIVES OF THE STUDY

1. To understand the FinTech as a term used in
the study.

(]

To analyse the growth and development of
FinTech in different verticals while providing
financial services.

3. To study the opportunities for FinTech in
providing financial services.

4. To study the challenges of FinTech in
providing financial services.

RESEARCH METHODOLOGY

The data has been collected through various
sources of secondary data. Secondary data has been
collected through journals, research papers, books
and websites. Secondary data which is collected
from other researchers have served a good source
for collecting the required data for analysing the
objectives, which will further add to derive a
Justifiable conclusion for the study.

DEVELOPMENT OF FINTECH

The specific verticals where FinTech was
able of make its place may be varied but the major
ones are discussed further below. These verticals
were able to make a significant growth for there
were number of factors which have contributed over
years. The contributing factors are the sound
advancement in technological environment, the
expectance and preferences of customer and

nvestor, the shift in the landscape of regulations,
and the coverage provided by mobile phones usage.

¢ Digital & Electronic Currencies

Over the period of time there are now more
than two hundred digital currencies existing in
independent and non fiat form. From amongst these
12 are the ones which have market capitalization of
more than dollar five million. Digital currencies in
the form of Bitcoin to litecoins offering new p2p
channel for demolish and international payment,
now there are many merchants globally accepting
Bitcoin wallets as a mean of remittance The users
are expected to increase tapping over 765,000 users
and crossing more than dollar 5 million transaction
value the fait currencies and money transfer service
are a part of electronic currencies which is
experiencing growth. The money transfer services
have helped to being greater financial inclusion.
Across all the countries more than 30% of countries
GDP are the transactions which are handled through
clectronic currencies.

* Digital Payment System

Other than the over currencies, digital
payment systems is gradually evolving and
reshaping the way consumers and businesses
interact for payment. The innovations and
reformation in communicating and making the
payments have improved. FinTech companies are
looking forward to work even more on digital
security for making payments. The innovation of in
the same respect is continuous. Future of
communication, transfer, authentication and
security in payment being made in digital space is
good and rapidly evolving.

®  Online Finance and Investment Platforms

Challenges such as efficient services, lower
cost of operation, user friendly products and
environmental friendly approach has made the
traditional financial service to suffer out the hands
of new online finance and investment services.
These new platforms are made available to the
customers and Investor by the leading FinTech
companies. FinTech enable finance and investment
platform providing loan to small-business, loan for
start ups and so on. The innovation in this variable
through online financial service is innovative
mvestments and crowd funding platforms are
providing to be beneficial is specially for new and
small entrepreneurs.
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*  BigData

Large data combination and analytics are
allowing the financial services providers to use the
platform for offering innovative services and
products at comparative low price. The wasting
times 1o get access to loans have been reduced
drastically.  FinTech platforms are also trying to
make the credit available to the unbanked share of
population with the development the risk 1s also
posed about cyber security and personal privacy.
However they are working to overcome these
challenges. So that the share using this could be
increased and fell most satisfied and delighted.

OPPORTUNITIES OF FINTECH

Different rescarches, studies and reports
have suggested the following benefits and
opportunitics of FinTech in financial sector by
Keeping in view the varied perspectives. According
10 studics and reports such as Peters & Panayi,
2016, Financial Stability Board, 2017, BCBS,
2017; 10SCO, 2017 the below mentioned
opportunitics are summarized:

* Increased access to capital

The capital appears in the Peer to Peer and
Equity Crowd Funding platforms in providing
capital to the borrowers, with special emphasis to
Small and Medium Enterprises. It tries to provide
access to those in needs and face difficulty in
getting loans from banks. FinTech also helps in
opening new possibilities of accessing equity
finance,

*  Financial inclusion for underserved groups

Digital transformation and development in
financial sector has been supportive enough to
provide financial services to each and every section
of the society. The under-served groups like small
scale business, rural population, people who resides
at remote locations and so on are now connected
included in financial services sector because of the
technological improvement taking place day by day.
Increasing FinTech platforms are targeting larger
sized trades by shifting them from to firm and
executable orders. New asset classes are another

beneficial side.
*  Better tailored banking services

Banks has been benefited a lot from the
- speaialization of FinTech firms. The traditional
~ offerings of the banks are improved and they are

able to deliver services to the customer
flexible, convenient and cost effective way,

o Cost effective

FinTech firms are able to offers better
faster financial services at lower transaction K
FinTech players have speed up payments, lmn‘:o:zl;, 9
at a comparatively lesser costs, Varigys Sery
have been benefitted from the reduced coypy, TKety !
and scttlement risks in  shortened, Blocke, ly
technologies have the potential 1o reduce ain
settlement cycle from 3 days to 2 days, 4, s ©
lead to near-instantancous settlement, tn

e Increased competition, a positive immct
financial stability on

The entry of new competing players s
incumbent  banks will eventually fragmeny Ith
financial services market and help in reducip

systemic risk associated with players of Syste e
size. Mg

*  Regulation Technology (Regtech)

Contemporary  nnovative technolgg;
provide help to financial institutions for °°'"P|);si
with regulatory requirements such ag prudcmpg
requirements  which  includes reporting 4l
consumer protection. Banks can benefiy fro
RegTech which is more effective ways (o impm:n
their regulatory compliance and managemen :r
risk.

e  Enhanced security

One of the core developments i F
security is built into blockchain through encryption
of the blocks and providing the links between the
blocks. Attacking every node build in a bl(x:kchain
1s more difficult with the present state of techno)
than to attack a central database. FinTech SeTvices i
also providing various methods o protect persona]
and  confidential  information by providing
anonymity and preventing information leakage,

CHALLENGES OF FINTECH

Like any other developments, F inTech 1o
as challenges along with various Opportunities,
these challenges are spread across various arears/
sectors. FinTech challenges . The following are the
few challenges of this new technology.

lnTech'

¢  Competitive market share

Rapid unbundling of banking services g
non-banking FinTech or BigTech firms have

s
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moroasedd the potential tiaks o profitabiiity of the
bk s As these new entranes are cmisidered (o be
having the potential of providing betier services st
hwer ot i mabing the alrendy existing linancial
mtiutions w0 bose their market share and profit
margin  because  of  innovation  and  oustomer
st il thom

o Mk of malpractices

Wisk of malpractices like fraud, collupne,
theft and so on is more on such platform. Some of
18 users have faced certain cases of materialisation
by Traud on such platform. These malpractices are

most commaon in case of buying and selling of
seCuries

*  Operational risk

With  the  development of FinTech in
vanous sectons the need and information technology
mterdependence  between  market  players  and
required market infrastructures will increase. This
lerdependence  would  cause  escalate into 4
systemic  ensis,  especially  where  services  are
concentrated in hands of few dommant players, The
Finlech firms an reformulating the banking services
will increases the complexity of the system and 11
nsks

*  Difficulties  in
requirements

meeting  compliance

The Compliance of Anti-money laundering
and countering financing of terrorism AML/CEFT
obhigation are difficult to be met. The increasing
automation and  distribution of the product or
service between banking companies and FinTech
companies can result n - lesser transparency on
transactions execution and compliance
responsibilities. Risk  of conducting  solicitation /
unlicensed activities became more than before, for
FinTech platforms may not ¢ able to regulated
activities  because they only offer  execution
services, anformation services, matching services
and such others,

¢ Data privacy risk

sk associated to not complying with data
privacy rules may increase with the development of
big data, more outsourcing have increased the cases
of fraud mostly amongst retail investors and users,
over a span of 18 months, The platform of FinTech
15 being operated by entities with no  proper
registration and this in turn increases the risk of
privacy.

o Cyber risk

Ineremsed rehiance on  cloud computing |,
application  programming  inarfaces (AVls), and
her  mew  techndoges  have improved the
intercamnectivity mnd making the banking syserm
mare vulnerable (o cyberthreats, and exprmure o
lorge volumes of sensitive data o oAher prential
brewches

*  Liquidity risk

Use of new technoloygy — creses
opportunities for customers 1o casily  change
between different savings scoounts or mutual fonds
for obtmmng  better return. This will most likgly
incremse efficiency, it can alw affect the loyalty of
the customer and increase the volatility of depomts
leading 1o higher liguidity risk for banks.

CONCLUSION

The study states the case in growh of
FinTech which 1s making it (o provide day by day
by new, improved and innovative services 1o the
customer at an affordable price and convenience.
This grovah and  development 15 making  the
services better for the customers and in turn is
helping these technology oriented companies 1o
gan the market share making traditional services
outdated, If the technical infrastructure 1s improved
and updated with more security will help them 1o
provide more customer satisfaction. The potentiality
and opportunities are ample with a few challenges
which need to be solved and handled very crucially.
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