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The thesis has analyzed the Fintech and traditional banks sectors in order to 

suggest a way for traditional banks for reacting back to Fintech. Moreover, the 

potential future scenarios of Fintech and traditional banks are also analyzed. 

 

A SWOT analysis was implemented to see what are strengths, weaknesses, 

opportunities and threats that Fintech and traditional banks have. The data was 

collected from existing academic sources and reliable researches. In addition, 

Fintech has been a popular for not only academic researchers but also big 

companies such as EY, KPMG and PwC.  

 

The result of research has shown that collaboration is the best option in the 

competition between traditional banks and Fintech. Collaboration brings benefits 

for both competitors and also for customers to have better financial services. 

Besides, each competitor should develop to fulfill their weaknesses in the future, 

both sides should invest more in security and regulation. The future of banking 

industry will traditional banks transforming into digital ecosystem. 

Key words: Fintech, traditional banks, financial services 
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1 INTRODUCTION 
 

 

1.1 Background 
 

After three industrial revolutions, finally, the fourth revolution which is Industry 4.0 

has been occurring. Industry 4.0 stands for a revolution when the world transform 

the ways of producing product by digitalization. In this revolution, technology has 

been developing dramatically, it has inherited achievements from the third 

industrial revolution and enhance it with data and modern technologies (Marr, 

2018).  

 

In the past few decades, the more complex technologies have been controlled, 

the more complicated tasks such as multi-site production and logistics processes 

they require. Therefore, manufacturing and production have been working along 

with the support of information technology appliances. Hence, information 

technology has been playing a key role in every company in order to work 

productively and it’s working conditions and productivity have been changed. 

(Nagy, Olah, Erdei, Mate and Popp, 2018.) 

 

 In this era 4.0, technology is taking part in changing most of the major industries, 

financial industry is not an exception (Hecht, 2018). Due to the boom of 

technology, Fintech which stands for Financial technology was introduced in 

1886 but not until 2008 when the global financial crisis was occurred then it 

became the turning point for Fintech. In this milestone, many Fintech start-ups 

were established, Blockchain technology and Cryptocurrencies and many other 

technologies were invented. (Khan, 2018.) With the rapid speed of growing, 

Fintech market achieved the size of $111.8 billion in 2018 compared to the year 

of 2017 when it was only 50% which means in one year Fintech grown 120% 

(Vardhman, 2019). Moreover, Fintech has expanded the services into more and 

more departments, it became one of the key player in financial industry. In 

contrast, during the financial crisis, new rules and regulations were the priority for 

banks, meanwhile, technologies were less important to banks. Therefore, Fintech 

has been disrupting financial and banking sector. Thus, traditional banks should 
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have actions to react toward Fintech which is considered as a huge threat to 

banking sector.  

 

For recent years, Fintech versus traditional banks has been a popular topic for 

researchers and financial savvy to research.  

 

 

1.2 Objectives and research questions 
 

After seeing the vast development of Fintech, traditional banks has realized that 

Fintech became a key threat to banking industry. Therefore, this thesis is 

conducted to analyze Fintech and traditional banks in order to give opinions and 

ideas for traditional banks how to change in this digitalization world so that 

traditional banks can have actions to compete against Fintech. Moreover, the 

future of traditional banks and Fintech are also discussed in this thesis. 

Theoretical framework regarding theories about Fintech, traditional banking, 

financial services and competing factors are listed out to dig deeper into the topic. 

Furthermore, comparison between Fintech and traditional banking based on 

those theories in order to answer two questions of this theses: 

 

1. Future of traditional banking and Fintech? 

2. How could traditional banking compete against Fintech? 

 

 

1.3 Limitations 
 

This thesis also has its own limitations. Although it is conducted by using many 

articles, academic journal, theses and papers, new research has not been 

studied. As it was mentioned above, since technology has been developed 

rapidly, it makes things more unpredictable. 

 

 

1.4 Methodology 
 



7 

 

The method of conducting this thesis based on researching and analyzing public 

articles and researches. Data was taken from reliable sources which were re-

trieved from reports from many popular financial companies such as PwC, Ac-

centure and KPMG. Moreover, Information was also found in articles, reports, 

scientific paper from Google scholar and ResearchGate.  

 

 

1.5 Disposition 
 

This part of thesis is created to illustrate the outline of the paper and summarize 

vital information of each chapter in order to help readers can easily find the 

needed information. 

 

Chapter 1 – In this chapter, the topic of thesis is introduced the general picture of 

the thesis. The objectives are set out as goals to achieve when the paper is 

completed. Moreover, limitations are pointed out in order for future improvement. 

 

Chapter 2 – In this chapter, theoretical framework of the paper is introduced in 

order to illustrate the topic. It contains the definitions of Fintech and traditional 

banks, their financial services and SWOT analysis. 

 

Chapter 3 – This is the chapter for answering research questions.  

 

Chapter 4 – This part of the paper is to provide author’s point of view based on 

prior research and literature review.  
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2 THEORECTICAL FRAMEWORK 
 

 

2.1 What is Fintech and traditional banks? 
 

Traditional banks is a term which is well-known, however, Fintech is one of the 

new term in the banking industry. In this part of the paper, background of Fintech 

and traditional banks are mentioned to illustrate the concept of both.  

 

 

2.1.1 What is Fintech? 
 

The term Fintech is a combination between two words which are financial and 

technology, this term was first used in the early 1990s when the chairman of Cit-

icorp – John Reed mentioned in the consortium Smart Card Forum (Puschmann, 

2017). Fintech can be defined as a mixture of Finance, Technology Management 

and Innovation Management, this combination can bring new innovative idea 

which could develop financial service processes with technology solutions in or-

der to solve business issues, create business models or even new businesses 

(Leong & Sung 2018, 75).  

 

In the 21st century, the term “Fintech” is used as a new type to indicate financial 

services which change the traditional way of transaction. Moreover, Fintech is 

being developed and shifted into more consumer-oriented services, it also ex-

pands into several industries and fields such as online payment, retail banking, 

fundraising, investment management, money transfer. In the fast developed era 

of technology, Fintech is improved with more emerging technologies which in-

clude crypto-currencies, blockchain. (Kagan, 2019.) 

 

 

2.1.2 Evolution of Fintech 
 

Fintech in the early stage – Fintech 1.0: 

In the very first place, finance and technology have related to each other, money 

became valuable thing which is able to be transferred. Moreover, double-entry 
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accounting was introduced ad used which stated the milestones for development 

of finance. In the end of 19th century, more and more technologies were invented 

such as telegraph, steam machines which helped finance industry to work easier 

across borders. (Buckley, Arner, Barberis 2016.) 

 

Fintech stage 2.0 (1967-2008): Digitalization era: 

In the mid 20th century, many electronic payment systems were established all 

around the world. For instance, in 1968 The Inter-Bank Computer Bureau was 

found in the United Kingdom, the US Clearing House Interbank Payments Sys-

tem was formed in 1970. These establishments show the need and growth of 

international financial interconnection. When stock markets in the whole world 

were broken down in 1987, the results led to a prediction that markets needed 

technology evolution. Therefore, circuit breakers and mechanisms  were invented 

to control and monitor price changes and to enhance cooperation. (Buckley, 

Arner, Barberis 2016.) 

 

In this stage of evolution, digital financial technologies have been developed rap-

idly, financial services have started to be used popularly between financial insti-

tutions and clients all around the world. From the 1960s, IT departments were 

formed in many banks in order to develop systems and internal communication 

channels between their own branch offices. Moreover, SWIFT, which stands for 

Worldwide Interbank Financial Telecommunication, was introduced in 1973 as an 

emergence of multinational electronic networks. (Alt, Beck, Smits, 2018.) 

 

Fintech in stage 3 (2008 to present): 

After the financial crisis occurred in 2008, it led to a result of 8.7 million people of 

being unemployed in America only. The crisis also played a key role to open a 

new era for the world which led it to the era of technology, opened a new door for 

rapid growth and innovative start-up companies. Therefore, most of people who 

lost their jobs during the crisis tried a seek a new work place where they can 

utilize their skills. These things led to the evolution of Fintech. New regulations 

were set in order to prevent crisis in the future, these regulations also boosted 

growth financial institutes and start-up companies in many new areas such as 

peer-to-peer payment, crowd funding, mobile wallet. (Bhasin, 2018.) 
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According to Accenture, in 2014 Fintech companies had a growth rate of 201% 

in all over the world, in comparison with 63% of growing in venture-capital invest-

ments. Moreover, the amount of investment into Fintech has been tripled with a 

number of $12.21 billion in 2014 which clarified that development of technology 

has its own weight in financial industry. (Accenture, 2014.) 

 

 
 

Figure 1. Global Fintech Financing Activity (Accenture, 2015). 

 

Figure 1 shows that the amount of money has been invested in Fintech increased 

significantly from 2008 to 2014. Moreover, in the year 2013 to 2014, the size of 

investment was three times as the previous year, in which US has a biggest deal 

volume. 

 

New competitors have been playing a key role in Fintech sector, they are not only 

start-ups companies, payment institutions but also new companies of enormous 

companies. For example, Amazon Pay is created by giant e-commerce Amazon, 

this service was registered by 33 million users in 2016. Furthermore, Alipay, 

which is a company of Alibaba group has 520 million users - a huge number of 

customers in China alone. (Skan, Mclntyre, Caminiti, 2018.) 

 

2.1.3 What is traditional banking? 
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Traditional bank is a financial establishment which is authorized with power to 

receive money of others as deposit, make loans or provide financial services such 

as exchanging domestic and foreign currencies, keeping money as a saving ac-

count for customer (Barone, 2019).   

 

Bank is divided into two types: commercial or retail bank and investment bank. In 

the world banks are mostly followed by the regulation of the national bank. In 

commercial banks, managing transactions, withdrawals, deposits from customers 

and offering short-term mortgages for customers and small businesses are pro-

vided. Usually, commercial banks are popular to customers who use them to 

check information of their accounts, loans and transactions. On the other hand, 

investment banks are related to business clients, they provide services to com-

panies with investment, merger and acquisition activity. (Barone, 2019.) 

 

 

2.1.4 Decline of traditional banking 
 

As being discussed above, the global crisis in 2008 caused many problems for 

banking companies all around the world. In the innovative world, economy is al-

ways forcing every industry to develop, banking industry is not an exception, this 

led to competitive financial markets (Edwards, 1995). Moreover, with the rapid 

development of Fintech, traditional banking is losing share of the market, there 

are more customers from usual account holders to businesses changing from 

using traditional banks to Fintech. According to McKinsey, traditional banking 

system will be lost from 10 to 40 percent of profits to Fintech companies by 2025. 

(Bilderlings, 2019.) 

 

China is an example for declining market of traditional banking. Since China is 

one of the most powerful economy of the world so this example could show a 

picture of the market.  
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Figure 2. Chinese traditional banks versus Chinese technology companies 

(Weiland, 2017). 

 

As figure 2 shows that traditional banks of China such as Bank of China, ICBC 

which were in the top ranks but then after financial crisis in 2008 all of them have 

been losing the ground. Meanwhile, more and more giant technology companies 

such as Tencent and Alibaba which founded Fintech companies have been climb-

ing up in the ranking list.  

 

 

2.2 Financial services 
 

There are several types of financial services but in this paper, payment, wealth 

management and financing are discussed focused. This part of the thesis is to 
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give information about different type of financial services of Fintech and traditional 

banks. 

 

 

2.2.1 Payment 
 

Online payment is one of the most used service of financial services which is also 

known as electronic payment. Thanks to the rapid innovative developed technol-

ogy, customers have been served with payment service with low cost. Moreover, 

Fintech companies are aiming to cut down the cost of the service by developing 

capabilities of payment. Fintech is working in two enormous markets which are 

individual customer, retail payment and largescale, corporate payment. There-

fore, payment has become one of the most popular financial services which is 

used daily due to its fast service, customer-friendly model, easy to access and 

convenience.  With individual customer and retail payment market, Fintech com-

panies are offering to user mobile wallets, peer-to-peer online payment, crypto 

currencies, currency exchange and transaction. (Lee & Shin2017, 38.) 

 

Mobile payments are defined as one of the categories of online payment which 

is used by a mobile device in order to perform a transaction of a payment to 

transfer money or funds directly from sender to receiver without going through an 

intermediary. With the developed technology, mobile applications are being used 

instead of initial payment structures such as cash, card or checks. (Gomber, 

Koch, Siering, 2017.) 

 

Peer-to-peer payments or P2P payments are the terms which are used to indicate 

the type of payment between individuals. With P2P payments customer can im-

mediately proceed to transfer money without delay compares to transferring by 

bank account. Moreover, when the payment is done, even the money has not 

been transfer to bank account, receiver is guaranteed by service provider with 

the transaction. Furthermore, bank account details are not needed to provide to 

anyone which increases confidence for users. (Gomber, Koch, Siering, 2017.) 
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Banks provides methods of payment to process the purchase with goods, ser-

vices or securities. Payments can be proceeded either by financial assets or pay-

ment instruments. Those methods include: 

Financial assets: Cash – which is used commonly with small payments. Cash 

should be bank notes or coin which are issued by authorized central banks are 

widely accepted.  

 

Payment instruments: Debit card – which is used to as an instrument for payment 

by deducting straight from payer’s bank account. This payment method requires 

payer to have money in the bank account in order to proceed payment. (Kagan, 

2019.) 

 

 
 

Figure 3. Debit-based payment instrument (Kokkola, 2010).  

 

Figure 3 illustrates how debit payment works, when the payer wants to process 

a payment through debit-based system via online or at a checkout counter, data 

from payer will be transfer to receiver’s bank. After that, the data will be sent to 
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payer’s bank, until then money is transferred from payer’s bank account to re-

ceiver’s bank account. Finally, receipt and information of payment will be sent 

into both payer and receiver’s account statement. (Kokkola, 2010.) 

Credit card – which has a similar payment method as debit-based payment. How-

ever, credit card does not require users to have money in their bank account, in 

return, customers borrow money with lender and then return on an agreed date 

as in contractual agreement. (Kenton, 2019.)  

 

 
 

Figure 4. Credit-based payment instrument (Kokkola, 2010). 

 

In figure 4, when payer receives information about invoice, payment data will be 

sent from payer’s bank to receiver’s bank and payment will be issued so that 

money will be sent to receiver’s bank account. Then, information of payment will 

be updated in account statement. (Kokkola, 2010.) 

 

 

2.2.2 Wealth management 
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Wealth management is a service which is provided by financial institutes for 

wealthy clients. Clients are advised with investment management and financial 

guidance with suitable financial products in order to invest money efficiently and 

enhance growth. (Ganti, 2019.) 

 

Fintech has been disrupting many sectors in banking industry and advisory ser-

vice sector is not an exception. Fintech is famous for its service of robo-advisors, 

which is a new term in financial service, it is a product of new technology. To 

illustrate this, robo-advisors which are developed with artificial intelligence, big 

data and machine learn and built on digital platforms so that it can give automat-

ically financial advice on wealth management for clients. Moreover, with the tech-

nology of machine learning, robo-advisors can learn more from customers in or-

der to give personalize advice for each individual client, meanwhile, advice is 

updated in real time based on date of situations around the world. (Kelvin & Anna, 

2018.) 

 

In the digital era, companies focus more on customers which helps shaping and 

developing business model in order to create a customer-centric model instead 

of using product-centric model. Customer-centric model is shaped by end-cus-

tomer expectations which create changed in the wealth management sector. 

 

 
Figure 5. End-customer expectation in digital wealth management (Daily Fintech 

Advisers, 2016). 
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Figure 5 above lists four main points which are the trends of expectations from 

end-customer. The first point is digital and 24/7 service which requires wealth 

management service to be digitalized and available all the time in order to deliver 

the service to customer. Moreover, this element of change is also the core ele-

ment in the changing model for other elements. The second point is customized 

and relevant which indicates that customers demand for tailored service to fit with 

customers’ status, life stage, place and goals. Therefore, service needs to be 

customized and relevant to each individual customer. The third point is transpar-

ent investment, this point was listed since customers expect to pay lower service 

fees and they can monitor investment performance which is up-to-date. Moreo-

ver, fees are expected to be transparent to customers, risk/return net of fees are 

available for customers to access. The final one is compliant and user-friendly, 

wealth management is one of the most regulated sectors in financial market, thus, 

end customers need to be compliant. As the same time, customers expect to be 

served with user-friendly service. To meet all those listed expectations, technol-

ogy has been offering digital wealth management which can work as several fi-

nancial analysts, risk managers. Moreover, robo-advisor which was listed above 

is able to provide low cost fee for customers and achieve all customers’ expecta-

tions. (Daily Fintech Advisers, 2016.) 

 

In traditional banks, wealth management service is provided with wealth manag-

ers, it depends on what type of services or products that clients need so that the 

most suitable and specialized wealth manager can work with. Since the service 

itself is consultation, therefore, this financial service is customer-centered. 

(Prince, 2014.) 

 

 

2.2.3 Financing 
 

Individual clients, start-ups or companies are able to acquire financing from 

Fintech through internet with digital financing. By using many digital types, 

Fintech is able to offer various services such as invoicing, leasing and crowdfund-

ing.  
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Electronic invoicing is one platform of Fintech which provides fast and secured 

service to help sending information of invoice electrically. Moreover, this service 

allows invoice to be automated process with structured and standardized format. 

Therefore, it makes invoicing to be quicker to cut down the time of waiting for bills 

to be paid. Another platform of Fintech which helps customers who do not have 

enough money to pay for assets such as cars, equipment or machines to have 

leasing service. Electronic leasing which is provided by Fintech offers customers 

to acquire asset and complete service online. Furthermore, customers are al-

lowed to use the asset immediately without paying the full price at the same time. 

(Gomber, Koch, Siering, 2017.) 

 

Crowdfunding is one of the successful emerging sectors of Fintech, it is also an 

alternative financing service. Crowdfunding is a platform where companies or in-

dividuals can raise fund for their project online, crowdfunding works base on the 

raise of small amounts of money which are donated by many people from the 

Internet community which is also known as the “crowd”. In return, people who 

support the fund can receive products or rewards in the future as an exchange 

for support. Because of online establishment, crowdfunding is easy to access and 

able to reach a huge amount of people. Therefore, this platform is an ideal choice 

for entrepreneurs to successfully get fund in order to support their businesses, 

projects.  Kickstarter and Indeigogo are the most successful and popular websites 

for crowdfunding. Both websites are platforms for hundreds of thousands of peo-

ple who are willing to invest in new projects. Over 160000 projects which cost 

more than $4.2 billion have been funded through Kickstarter since 2009. (Smith, 

2019.) 

 

 

2.3 Competiive factors 
 

In competitive market of banking industry, customer service and speed of service 

are the two important factors that differentiate Fintech from banks. This part of 

the paper is discussed about  the two factors. 
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2.3.1 Customer service 
 

Although there are still customers who would like to have human interactions in 

customer service in particular stages of the process, digital customer service is 

being developed quickly. Traditional banks are in the beginning period of cus-

tomer-oriented solution. According to global Fintech survey of PwC in 2016, there 

are more than 80% of response of Fintech’s respondents that choose consumer-

centric model, meanwhile, there is only 53% of banking sector participants 

choose the same answer. Since traditional customers service is face to face or 

human interactions so that is impossible to serve customer 24/7, however, 

Fintech has overcome this problem with online and technology solution, customer 

service is offered by Fintech everywhen and anytime with omni-channel offering. 

Users of mobile applications are expected to increase by more than 90% of re-

spondents from banks. In which 71% of the participants hope that in next 5 years 

there will be more than half of clients using applications for accessing financial 

services monthly which is shown in figure 6. (PwC, 2016.) 

 

 
  

Figure 6. What is the percentage of your bank’s clients using the app at least 

once a month? (PwC, 2016.) 

 

Omni-channel is a digital channel which offers customers the experience of being 

served with mobile, social media, email and even live chat.  Therefore, service 

providers can reach customers at all the time of the day and instead of visiting 

branches which customers of traditional banks do, customers can have service 

whenever they are online. Moreover, the newest technology has introduced co-
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browsing which helps to assist and support omni-channel. To illustrate this, co-

browsing uses show and tell approach which helps to direct customers and visi-

tors so they can find suitable website and moreover, this helps to push pre-sale. 

(Bassano, 2019.) 

Artificial intelligence, which is well-known as AI, is also a new technology used in 

customer service of banking sector. AI has been applied to financial services to 

enhance the experience of customer with chatbots and predictive analysis. Chat-

bots have huge advantage at speed of service for customers, it can support cus-

tomers with simple inquiries and lead them to correct web pages. Besides, pre-

dictive analysis technology is able to learn from inquiries of customers and anal-

ysis them to give customers better answer. (Price, 2019.) 

 

 

2.3.2 Speed of service 
 

Speed is one of the competitive advantages that Fintech when it is compared to 

traditional banks. The platform is based online with new technology which helps 

Fintech provide faster service. For instance, payment service can demonstrate 

this factor obviously. With traditional payment method, it is either processed by 

cash or checks. Cash payments requires customers to visit a branch in order to 

send the fund to receiver. Moreover, check payments are variable in term of 

speed, however, it can be completed in a couple of hours or several days which 

depends on how checks are delivered from payer to payee and the issued banks. 

Therefore, the speed of cash and checks payments are rated as low-to-medium. 

In contrast, Fintech provides P2P payment method, which was mentioned above, 

is giving customer a rapid payment method. Transaction is done online which 

cuts the time needed for customers to visit the branches of their banks. Further-

more, customers can also check and monitor the transaction and track account 

at any time. Moreover, this does not only offer good service for customers who 

use new payment method but also for people who receive P2P payments. Hence, 

speed is definitely a comparative advantage for Fintech. (Bradford & Keeton, 

2012.) 
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2.4 SWOT ANALYSIS 
 

SWOT analysis is a framework which contains strengths, weaknesses, opportu-

nities and threats analysis in order to evaluate situation and competitive position 

of a company, organization or an industry. Based on facts and data-driven per-

spective of strengths and weaknesses so that SWOT analysis can give a view of 

performance as well as point out the potential and risk of the company or industry. 

(Grant, 2019.) 

This chapter is to give SWOT analysis for Fintech and traditional bank. 

 

 

2.4.1 SWOT analysis for Fintech 
 

Strengths: 

Fintech has been growing rapidly since 2008 and it has become one of the main 

players in the banking industry. According to surveys that EY has been conduct-

ing through many years since 2015, the rate of adoption of Fintech services has 

been increasing dramatically from 16% in 2015 to 64% in 2019. Adoption rate is 

an index which is used to demonstrate how many percent of customers are aware 

of a product and use it. Another figure shows Fintech is well-known in the market 

is that 96% of customers at least either know about transfer money or payments 

services. Moreover, the adoption rate keeps growing and it is predicted not to be 

decreased in next year. Hence, it is clearly shown that Fintech has a strength of 

awareness and adoption from customers. (Hwa, 2019.) 

 

One more strength of Fintech is digitalization of financial services. With the de-

velopment of technology and digitalization, Fintech is able to provide online ser-

vices which serve customers automatically at all the time with convenience and 

seamless experience. In addition, more and more people are using smart devices 

in order to conduct their banking activities primarily which is a demand for digital-

ization of financial services. Moreover, investment on Fintech is increasing 

through years, Fintech companies have been invested $440 billion in 2018 and it 

is forecasted to be invested up to $500 billion in information technology for finan-

cial services in 2019 (IDC, 2018). This investment is focused on hiring information 

technology employees in order to develop software and automated services in 
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different sectors of fintech such as online payments, data analytics, trading and 

other services. With this strength of attraction on investment, Fintech has ad-

vantage in developing its technology in order to enhance digital financial services. 

(Jacobs, 2018.) 

 

Not only individual customers but also small and medium entrepreneurs (SMEs) 

have become tremendous users of Fintech all around the world. Fintech’s ser-

vices have been playing a key role in SMEs’ financial management, banking and 

payments, financing and insurance. According to EY, SMEs are choosing to use 

Fintech because of variety in services, availability 24/7, low rates and fee, com-

patible with existed operations and trust.  

 

Weaknesses: 

The first weakness of Fintech is regulation, Fintech companies have to deal with 

data protection, capital requirement, money laundering, privacy and security. 

Since the technology is changing quickly, Fintech is required to have sufficient 

regulation in order to adapt to changes. Privacy and security are the most chal-

lenging to Fintech since the sector has been handling tremendous amount of 

sensitive data online which means critical information can be hacked and stolen 

from mobile devices. In 2016, a case from Dwolla – an online payment company 

was found with problem in cybersecurity by the Consumer Financial Protection 

Bureau which led to a fine of $100,000 and improvement data security in 5-year 

period. Therefore, privacy and security of Fintech are crucial and it is the top 

priority for Fintech in order to gain and maintain trust from customer. (In & Yong, 

2017.) 

 

The second weakness of Fintech is risk management which includes financial 

risk. Financial risk is different among Fintech companies and it depends on the 

service that each company provides. For instance, a failure from robo-advisor 

from online wealth management company can lead to a huge loss of asset of 

customer and the company is responsible for the failure of algorithm of robo-ad-

visor. Financial risk is also a problem for loans and mortgages Fintech compa-

nies, they might face a risk of shortage capital for small startup to cover. There-

fore, it is important for Fintech companies to focus and improve on risk manage-

ment. (In & Yong, 2017.) 
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Opportunities: 

Customers are changing their behavior on using financial services when adopting 

new technology at a fast rate. Moreover, customers seem to be less loyal to tra-

ditional financial institutions and seek for more convenient services. In addition, 

the world is at the era of millennials and Gen Y who were born in the 1980s and 

1990s are eager to drive in future trend, easy to adapt with new technologies. 

(Pollari, 2016.) 

 

In the era of digital and smart devices, the cost for customers to use internet 

services is decreasing. Cheaper products of smart devices are being used pop-

ularly all around the world which creates an opportunity for Fintech to promote its  

financial services to more potential customers (Zaman, 2018). Another side of 

digitalization is that barriers for new technology startup are more narrow to entry. 

Moreover, fast development of digital provides cheap price for starting a technol-

ogy company and it is easier to access low-cost development tools. Hence, it is 

not surprised to see the amount of technology startup companies increase. In 

result, the entry of many new players creates a competitive market which gains 

potential impact on financial stability (Ajlouni & Al-Hakim, 2018).  

 

The weakness of regulation turns out to an opportunity for Fintech as well. Reg-

tech has been created in order to fulfill the need of adapting to vastly changed 

regulatory requirements. To illustrate this, Regtech is a term to indicate the inno-

vation which is using technology to comply with existed and future regulatory re-

quirements so that Regtech can help Fintech firms to understand regulation, cut 

down risk and cost of compliance. This sector is considered to be one of the 

fastest growth in the market, it is estimated to be worth $12.3 billion in 2023. 

(Consultancy.uk, 2019.) 

 

Threats: 

Bigtech is a term which is used to indicate big technology company such as 

Google, Apple, Amazon, these firms have been conquering the banking industry. 

This is a threat to Fintech startup companies since Bigtech firms have power to 

disrupt the market with their strong base of technology, huge amount of existed 

customers and sufficient capital. Moreover, with the appearance of Bigtech firms 
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in the market is causing loss of market share for startup companies. (Ajlouni & 

Al-Hakim, 2018.) 

 

Another threat to Fintech is scams companies. When huge amount of Fintech 

startup companies have been established, there is presence of fraudsters which 

are unauthorized and illegal. In addition, cyber risk also threaten to customers 

when hackers are much more intelligent and skillful nowadays. Therefore, fraud-

sters and cybercrime are not only a threat to Fintech companies but also custom-

ers. (Ajlouni & Al-Hakim, 2018.) 

 

 

2.4.2 SWOT for traditional banks 
 

Strengths: 

It cannot be denied that traditional banks has a long history which is the founda-

tion of banking industry. Traditional banks have been improving and securing fi-

nancial stability and financial trade. Moreover, it is the source for employment 

and helping to cut down the poverty. Hence, this proves that traditional banks are 

the factor for growing economy. Furthermore, individual banks offer a wide range 

of services such as insurance, loan, mortgage and investment. (Bhasin, 2019.) 

 

Weaknesses: 

The first weakness of traditional banks is time consuming, human resources are 

required for banks to operate to process financial services. Transactions which 

are done by banks cannot be processed in a short time, it even takes days to 

make transaction to different entities. Besides, customers need to visit a branch 

in order to proceed their demand on financial services. Therefore, it is not con-

venient for customers to use financial services in traditional banks.  

 

The second weakness is losing trust from customer. After the financial crisis from 

2008, traditional banks are still finding difficulty in gaining trust back from cus-

tomer which was a huge damage to financial lives that customers have experi-

ence (Cabell, 2019).  

 

Opportunities: 
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Traditional banks have opportunity to invest into more digital strategies as a dig-

ital attacker. By implement new advanced digital strategies, banks have chances 

to entry new market and reach more customers. For instance, Dutch bank ING 

has been releasing an app called Yolt for customers to store their all information 

in a place and monitor spending and saving of the accounts. In result, ING has 

successful gained more than 400000 users in United Kingdom in last year and 

the bank is going to scale up in France and Italy. (Arnold, 2018.) 

 

Acquisition is another opportunity in the digital era, buying or investing in a startup 

company which has already built their platform seems to be a wise choice for 

traditional bank. Moreover, acquisition is much more cheaper than digital attacker 

strategy. Furthermore, partnership is another option for traditional banks to re-

duce time in investing for technology. Banks are making partner with big technol-

ogy company in order to offering good quality of financial services for large 

amount of existed customers. Moreover, it helps banks and big technology com-

panies to expand the financial services in new market. (Arnold, 2018.) 

 

Threats: 

One of the biggest threats that traditional banks have to face is that their custom-

ers are switching to another financial services provider. When more and more 

customer are losing trust to keep their money in the banks in the fear of next 

financial crisis to happen, customers are trying to switch their banking providers 

which are more efficient and better services. (Bilderlings, 2019.) 

 

Centralized banking is another threat to traditional banks, consumers in the fast 

growth economy world are eager to have quick financial services, however, tra-

ditional banks keep using centralized banking method which is inflexible, time-

consuming and not customer-friendly. Meanwhile, other new providers of finan-

cial services are working and focusing on customer centric which offer a faster 

option for customer. Therefore, traditional banks are expected to change into de-

centralized banking. (Sham, 2019.) 
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3 FUTURE OF FINTECH AND TRADITIONAL BANKS 
 

 

3.1 Future of Fintech 
 

Security is the most concerned topic that Fintech should focus on. In the Global 

Fintech Survey of PwC, more than half answers from respondents agreed that 

cyber risk, security and privacy is the biggest threat for Fintech to rise. By han-

dling a huge amount of data and information of customer since all of financial 

services which are provided by Fintech are online, it challenged Fintech to protect 

the data they have from third parties and cybercrime. Therefore, Fintech compa-

nies need to invest more in technology in order to enforce the system and prevent 

information of customers to be leaked or misused . Moreover, with strong base 

of security, it will be an advantage for Fintech firms to get consent from customers 

to use data and build trust from customers. According to Pwc, solutions for 

Fintech in this issue is to develop data labelling and selective data sharing. (PwC, 

2016.) 

 

Another trend for future of Fintech is to invest in the lasted technologies which 

are artificial intelligence and machine learning in order to enhance security. With 

this trend, Fintech can shift from detect frauds into prevent them. To illustrate this, 

the new technologies can support Fintech to tracking transactions in real-time 

precisely. Meanwhile, old technologies are taking more time and complicated. 

(Saratchandran, 2019.)  

 

Revolution in regulation technology is a potential future for Fintech. RegTech has 

been the quickest growing sector in the financial services market with the devel-

opment of advanced analytics, automation in order to gain regulatory and com-

pliance results productively. Moreover, RegTech is a must-have equipment of 

financial institutions to fulfill compliance gaps, cut costs and recognize the risks 

before regulators. Furthermore, it helps to enhance the service, improve the se-

curity of customers and gain back trust in the financial industry. RegTech is being 

used by companies in order to deal with tremendous amount of data that is being 

generated. By using RegTech, it means data is being processed in correct way 
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which provide better information and preparation for risk and compliance. Accord-

ing to KPMG, RegTech received the investment of $1.37 billion in the first half of 

2018 which is more than the total investment in 2017. A revolution of RegTech is 

predicted as a transformation for the financial industry when not only startups but 

also big tech companies are eager to support a change in digital and increasing 

in investment. (KPMG, 2018.)  

 

 

3.2 Future of traditional banks 
 

The future trend for traditional banks is to moving forward to digital ecosystems. 

The term “digital ecosystem” is referred to the era of digitalization and its power 

to modern internet technologies adoption. Most of the traditional banks in the 

world which have analogue system as their background have been transforming 

themselves into digital systems so that those banks can remain competitive. How-

ever, the progress of transforming in to digitalization is still slow when digital 

change requires traditional banks to have strong structure and strategies with 

extensive adjustments. Moreover, most of strategies which are related to digital-

ization of banks are too weak in order to compete for medium to long term. There-

fore, traditional banks need to have fundamental structural digital strategies in 

order to transform into digital ecosystems. (Dapp, 2015.) 

 

The aspect that traditional banks should focus the most is gaining the trust by 

enhance the security and protection of customers’ data. Personal data of custom-

ers is  sensitive which requires traditional banks to handle carefully, in the worst 

case that traditional banks leak personal customers’ data, customers can termi-

nate the relationship with their banks which leads to loss in trust from customers 

and bad reputation of the bank. Therefore, traditional banks should invest their  

resources in data protection and securing systems and processes. Moreover, tra-

ditional banks can use their investment in security and data protection as a com-

petitive advantage for marketing campaigns in order to attract their potential cus-

tomers and increase trust in their existed customers in the matter of security. 

(Dapp, 2015.) 
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Data is a new trend for every industry and banking is not an exception. However, 

traditional banks need suitable strategies so that they can monetize and use their 

data successfully. According to McKinsey, around half of financial services pro-

viders have started to monetize data which illustrate that data is extremely im-

portant resource in banking industry. Traditional banks have many ways to mon-

etize their data. Investing new technologies in analytics in order to analyze data 

is the way for traditional banks to use their data more effectively. Besides, reports 

or benchmark analytics can be created based on internal data by traditional 

banks. Moreover, traditional banks has a huge valuable amount of information 

from customers such as payments, consumption and behaviors, by analyzing 

those existed data, banks are able to offer more for their customers in term of 

convenience or one-stop shopping  in order to improve customer services (Dapp, 

2015). Therefore, it is necessary for traditional banks to invest in data analytics  

technologies in order to use data efficiently. (Khanna, Martins, 2018.) 

 

 

3.3 How traditional banks compete Fintech? 
 

This part of the paper discusses about  possibilities that how traditional banks 

can compete or react to Fintech.  
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Figure 7. How banks are currently responding to the Fintech (Graham, n.d.). 

 

In this figure 7, it shows that half of banks have chosen to incubate or launch their 

own programs in Fintech. Besides, the other half of banks have strategies to col-

laborate with Fintech companies, the strategies are either partnering with Fintech 

companies or investing in those existed companies or acquiring them.  

 

 

3.3.1 Traditional banks act open 
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In the digital era, open innovation is the key role for revolution, it has been shown 

by new born technologies in recent years. To illustrate this, traditional banks have 

been adopting external technology solutions, gaining knowledge and resources 

for innovation process so that traditional banks can develop their own intellectual 

property in order to generate new ideas and figure out new areas to grow. Ac-

cording to Accenture, 40% of banks which took part in their survey answered that 

they already have had open technical innovation programs. For instance, Gold-

man Sachs bank collaborates with GitHub, which is an online community for cod-

ers, to open a competition for external coders to improve Goldman Sachs’ propri-

etary registered source code in capital markets field. French bank Credit Agricole 

is another example when they launched an open Application Programming Inter-

face, which is a set of protocols and tools for building software application, in 

order to boost developers in building applications based on the bank’s services 

such as payment and finance analysis application for their clients. (Accenture, 

2015.) 

 

 

3.3.2 Collaboration between traditional banks and Fintech 
 

Collaboration is one of the strategies for traditional banks in the development of 

Fintech companies. Collaboration and co – innovation are the momentous factor 

in the relationship between financial services and technology industries so that 

participants can seek ways for growing in the market with their alliances by se-

lecting different players. Moreover, it has been always an ideal strategy for finan-

cial services provider to collaborate with others in the same industry which does 

not only help them to reduce the cost but also creates new market opportunities. 

For instance, the partnership between group of banks founded MasterCard in 

1966 which is the most well-known interbank card payment service for custom-

ers, the result of this collaboration has been offering a better customer service in 

payment. (Accenture, 2015.) 
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Figure 8.   Analysis of Fintech with banks in three regions (EY,  2017). 

 

In this figure 8, among different possibilities, collaboration seems to be the most 

popular option for relationship between banks and Fintech companies when more 

than half of the engagements are collaboration compared to product/service, in-

vestment and merge and acquisition. In collaboration between Fintech and tradi-

tional banks, banks are able to unleash the potential of products or systems which 

are provided by Fintech companies such as collaboration between robo-advice 

Fintech and bank to create new investment management services. Moreover, 

collaboration is the base for testing new technologies and solutions or creating a 

digital marketplace by  joint ventures. (EY, 2017.) 

 

Collaboration brings many benefits for both traditional banks and Fintech compa-

nies. It helps to change the mindset of customers and customer behaviors, since 

the technologies of Fintech are able to offer customers much more convenient 

services online. Traditional banks are capable of enhancing customer experience 

through the agility and new technologies of Fintech companies. Moreover, col-

laboration creates a strong foundation for improvement and innovation. Besides, 

Fintech companies can offer their products to a huge group of customers in order 

to scale up and develop more in the future. Furthermore, with partnership, Fintech 

can have chances to learn how to handle with a complicated regulatory place. 

(Fintechtris, 2019.)  
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4 DISCUSSION AND CONCLUSION 
 

 

This thesis has analyzed some aspects of Fintech and traditional banks which 

are the players in banking industry to give a general picture of future of both 

Fintech and traditional banks,. Moreover, possible moves for traditional banks 

have been analyzed in order to conclude for research questions. 

 

Research has shown that the fast development of Fintech in recent years since 

the financial crisis has occurred. The conveniences of new technologies in finan-

cial services of Fintech cannot be denied. Fintech has changed the whole banking 

industry by providing faster and customer-centric services which has not been 

offered by traditional banks ever before. With the appearance of Fintech, banking 

industry has become more competitive market than ever which makes traditional 

banks to have new strategies in order to remain competitive in the market. More-

over, the adoption of new technologies and Fintech since the users are mainly 

millennial and gen Z which are considered to be the generation of technology. 

Besides, with the weaknesses have been mentioned above, Fintech should in-

vest more in regulation and security in order to adapt with fast pace of transform-

ing technology. Moreover, security is tremendous in banking industry because 

financial services providers have to handle sensitive information of customers. 

Therefore, enhancing the security can lead Fintech to gain the trust of customers 

and also build a strong foundation to prevent from financial crisis.  

 

Traditional banks have been struggling after the financial crisis since 2008, cus-

tomers demand more from banks since they are putting their money in the banks. 

In the era of digitalization, customers also require a transformation in traditional 

banks which could improve the customer experience. Furthermore, because of 

financial crisis, traditional banks need to focus more in regulation which was the 

reason for the crisis. Moving to digital ecosystem is one of the key thing in tradi-

tional banks’ next moves. By transforming into digitalization, traditional banks can 

keep up with the fast development of technology. Moreover, digitalization is the 

answer for banks to fulfill their weaknesses and prepare for the potential threats 

from security to regulation. Besides, technology is the only way for traditional 
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banks to use their advantages e.g. traditional banks can invest in data analysis   

which is considered as the most valuable resource.  

 

In the competition of Fintech and traditional banks, collaboration is seemed to be 

an ideal option rather than competing each other. Both sides are able to gain 

benefits from partnerships. It is a chance for traditional banks to reach out tech-

nologies easily in order to improve customer service and digitalize financial ser-

vices. Moreover, this helps banks to offer customers online services on mobile 

devices which is the current trend of the world. Fintech can get the benefit from 

the huge amount of existed customers which helps Fintech to scale up their ser-

vices and products quickly.  
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