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 Fintech (Financial Technology) has reshaped the global 
financial ecosystem by introducing a wide range of 
technology based services that surpass traditional banking 
in terms of convenience, efficiency, and accessibility. 
Through innovations such as digital payments, peer to peer 
(P2P) lending, mobile-based platforms, and artificial 
intelligence driven asset management, fintech has opened 
new pathways to strengthen financial inclusion, particularly 
among low income groups, micro enterprises, and 
communities in remote areas that were previously 
underserved by conventional banking institutions. This 
study adopts a library research method to analyze the 
interplay between fintech and banking in advancing 
financial inclusion and to evaluate its broader consequences 
for financial stability, efficiency, and long term 
sustainability. Findings from recent literature suggest that 
fintech not only bridges the service gaps left by traditional 
banks but also expands credit access, enhances transactional 
speed, lowers costs, and fosters inclusive economic growth. 
However, its rapid growth simultaneously introduces 
challenges such as regulatory uncertainty, consumer 
protection issues, data security risks, and the threat of digital 
exclusion for those lacking internet access or technological 
literacy.  
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1. Introduction 

Fintech is a crucial innovation in modern finance, merging digital technology 

with traditional financial services. Its emergence is driven by the limitations of 

conventional banking systems in providing accessible, fast, and affordable services. 

This transformation is increasingly relevant in the digital age, where high mobility 

and the need for rapid transactions push society to adopt technology-based services 

in all aspects of life, including the financial sector (Persaud & Thaffe, 2023). With 

the rapid development of information and communication technology, fintech is 

now seen not just as an alternative, but as an integral part of a dynamic and 

responsive global financial system. The range of services offered by fintech includes 

digital payments, peer-to-peer lending, asset management, and technology-based 

insurance.  

Its most notable contribution is in expanding financial inclusion, which is the 

ability of people to access formal financial services that were previously difficult to 

reach due to barriers like cost, administrative requirements, or geographical 

conditions. Traditional banking has been the backbone of the financial system, but 

it is limited in reaching low-income individuals or those living in remote areas.  

Fintech innovations offer solutions through services that are cheaper, more practical, 

and faster to access (Ediagbonya & Tioluwani, 2023). Thus, fintech acts not only as 

a facilitator of financial services but also as an agent of socio economic 

transformation. For the banking sector, fintech is not merely a competitor, but a 

strategic partner. Many banks are integrating fintech technology to increase 

efficiency, expand their customer base, and reduce transaction costs. This synergy is 
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clear in mobile banking, digital banking, and digital payment systems that simplify 

daily transactions. This relationship is not one of mutual elimination, but rather one 

of mutual complementation in creating a more inclusive financial system (Morgan, 

2022). 

Recent literature shows the role of fintech in reducing financial disparities, 

narrowing inequality, and supporting economic growth. Access to fintech services 

has been shown to reduce income inequality by expanding access to credit and more 

equitable investment opportunities (Demir et al., 2022). In a global context, fintech 

is strongly linked to the international financial inclusion agenda. Institutions like the 

World Bank emphasize that financial inclusion is a crucial foundation for sustainable 

development. Fintech serves as a catalyst through mobile money, digital payments, 

and micro-lending that can reach areas with limited banking infrastructure 

(Hollanders, 2020). Additionally, demographic factors, especially younger 

generations who are familiar with technology, are accelerating the adoption of digital 

financial services. This is changing consumption patterns and how society interacts 

with the financial system. Nevertheless, the dynamic between fintech and banking is 

not always harmonious. Some studies indicate a potential for disruption, where 

fintech is seen as capable of displacing the dominance of banks. However, empirical 

evidence suggests that collaboration is more effective than competition.  

This synergy combines the strengths of banks in regulation and public trust 

with the flexibility of fintech in technological innovation, creating more optimal and 

inclusive services (Arner et al., 2020). In terms of policy, the role of regulators is very 

important in maintaining ecosystem balance. Overly strict regulations can stifle 
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innovation, while overly loose regulations can threaten the stability of the financial 

system. Therefore, a balanced policy is needed, considering consumer protection, 

data security, and the sustainability of the financial sector (Paul et al., 2023). This 

confirms that fintech development is not just a technology issue, but also a matter 

of public policy that requires cross-sector coordination. Based on this, this study 

focuses on examining the relationship between fintech and the banking sector, 

especially in relation to financial inclusion and its impact on the economy. The 

method used is a literature review, referring to academic literature and relevant recent 

publications. The results of the study are expected to provide a comprehensive 

understanding of the benefits, challenges, and prospects of fintech in strengthening 

the banking world, while also contributing to the development of inclusive financial 

policies that are adaptive to technological developments. 

2. Literature Review 

2.1. Fintech and Financial Inclusion 

The development of fintech brings significant changes to how people access 

financial services, especially in relation to financial inclusion. Financial inclusion is 

defined as the accessibility of formal financial services for all segments of society, 

including those who were previously underserved due to geographical limitations, 

high costs, or complicated administrative requirements. The presence of fintech 

provides a solution by digitizing various financial services, such as digital payments, 

peer-to-peer lending, asset management, and technology-based insurance. This 

innovation not only brings transaction efficiency but also opens up wider 
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opportunities for low-income people and those living in remote areas to gain access 

to formal financial services (Ediagbonya & Tioluwani, 2023). 

Thus, fintech is not just a technological innovation but also a social 

instrument that can contribute to reducing economic inequality (Jannah, 2024). The 

World Bank and other international institutions even affirm that fintech is an 

important catalyst in expanding global financial inclusion, especially through 

instruments such as mobile money, micro-lending, and digital payment systems that 

are effective in reaching people in areas with limited traditional banking 

infrastructure (Hollanders, 2020). However, there is a major challenge in the form 

of digital exclusion, which is a condition where people without technological skills 

or internet access are increasingly marginalized from the modern financial system 

(Mhlanga, 2023). Therefore, various literature emphasizes the need for government 

intervention along with the private sector to build adequate digital infrastructure and 

increase technological literacy, so that the benefits of fintech can be felt inclusively 

by all levels of society. 

2.2. The Relationship between Fintech and Banking 

Existing literature highlights the complex dynamics of the relationship 

between fintech and banking. On one hand, fintech is often perceived as a threat 

because it is seen as capable of disrupting the business models of conventional banks 

through services that are faster, more efficient, and technology-based. However, on 

the other hand, some empirical evidence shows that a form of collaboration between 

fintech and banks has a more constructive impact than mere competition. 

Traditional banks have strengths in well-established regulations, a relatively high 
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level of public trust, and built-in institutional infrastructure. In contrast, fintech 

excels in flexibility, creativity, speed of innovation, and efficiency in the application 

of digital technology. The synergy of these two strengths has the potential to create 

a financial ecosystem that is more inclusive, adaptive, and sustainable (Arner et al., 

2020). 

A real example of this collaboration can be seen through the development of 

mobile banking services, the provision of integrated digital payment systems, and 

the emergence of digital banks that from the beginning adopted fintech technology 

as their operational foundation. This fact shows that banks and fintech do not have 

to be in opposition, but can work together and complement each other. In fact, 

many banking institutions are making the integration of fintech technology a key 

strategy to expand their new customer base while reducing previously high operating 

costs (Morgan, 2022). However, the success of this collaboration model is highly 

determined by the role of regulators. Regulations that are designed too strictly risk 

stifling innovation, while overly loose regulations can pose a threat to the stability of 

the financial system. Therefore, the literature emphasizes the need for adaptive, 

balanced regulations that can ensure consumer protection and data security (Paul et 

al., 2023). 

3. Methods 

This study uses a literature review method to examine the relationship 

between fintech, banking, and financial inclusion. This approach was chosen because 

the issue under study has been widely researched in the form of scholarly articles, 
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international institution reports, and academic publications. By referring to these 

sources, this study aims to provide a comprehensive understanding of fintech's 

contribution to expanding access to formal financial services and its impact on 

economic stability.The initial stage involves collecting relevant and up-to-date 

literature. The sources used include international journals, academic books, reports 

from global financial institutions such as the World Bank and the International 

Monetary Fund, and regulatory documents related to fintech and banking. The 

selection of literature considers relevance, depth of analysis, and timeliness of 

information, given that fintech development is dynamic and highly influenced by 

technological innovation. Next, content analysis is performed to identify the main 

themes in the literature, such as fintech's contribution to financial inclusion, the 

synergistic or competitive relationship with the banking sector, and challenges 

related to regulation, consumer protection, and digital exclusion.  

This analysis not only highlights opportunities but also maps out the risks that 

arise from the rapid development of fintech. The review process is done critically by 

comparing the findings of previous studies to obtain a balanced picture of the impact 

of fintech on the financial system. The literature review method also allows for a 

comparative analysis between global and local contexts. International literature that 

discusses the role of fintech in developing countries serves as a basis for 

understanding similar challenges in other regions. This confirms that although 

fintech offers universal potential, its implementation is still influenced by regulation, 

digital infrastructure, and the level of financial literacy of the community. With this 

approach, the study aims to build an academic narrative that is not only descriptive 
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but also analytical and evaluative. The results are expected to provide a deep 

understanding of fintech's position in the modern financial system, both as an 

effective instrument of financial inclusion and a challenge that must be anticipated. 

Theoretically and practically, this study is expected to contribute to the development 

of economic science, public policy, and banking practices in the digital age. 

4. Results 

The results of the literature review show that fintech has a very significant 

role in expanding financial access, increasing efficiency, and creating new economic 

opportunities for society. Its presence as a technology-based financial innovation 

not only meets the practical needs of modern consumers who prioritize speed and 

convenience but also serves as an answer to the limitations of the traditional banking 

system which has faced obstacles in reaching certain communities. Fintech has 

changed the paradigm of financial services from being dependent on the physical 

presence of banks to services that are digital, flexible, and accessible anytime and 

anywhere (Persaud & Thaffe, 2023).This change is reflected in the various types of 

services offered by fintech. One of the most popular is digital payments, which allow 

transactions to be conducted without cash and minimize the need for physical 

infrastructure like bank branches or ATMs.  

This service is highly relevant in the digital age, especially in promoting 

economic efficiency and supporting the rapidly growing e-commerce activities. In 

addition, fintech also brings innovation in the form of peer-to-peer lending, where 

individuals or small businesses can obtain loans directly from lenders through digital 
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platforms without having to go through bureaucratic banking procedures. This 

model is considered capable of speeding up the process of obtaining funds, reducing 

administrative costs, and opening up opportunities for micro and small businesses 

to gain access to financing that was previously difficult to reach (Ediagbonya & 

Tioluwani, 2023). 

Another fintech service that is also receiving increasing attention is 

technology-based asset management and investment. Through digital applications, 

people can invest in financial instruments with small amounts and with a simpler 

process compared to conventional investment services. This technology helps 

educate the public about the importance of financial planning, and provides an 

opportunity for more individuals to access the capital market. Thus, fintech 

contributes to expanding public participation in formal economic activities that have 

so far tended to be enjoyed only by the middle to upper class. This is in line with the 

major mission of financial inclusion, which emphasizes the importance of involving 

all segments of society in the formal financial system. In addition to expanding 

access, fintech also strengthens the efficiency of the financial system. Traditional 

banks generally face high operational costs due to the need to maintain branch 

offices, employees, and other physical infrastructure.  

The presence of fintech offers an alternative with much lower costs because 

most of the processes are done digitally. This not only benefits service providers but 

also consumers who enjoy financial services at a cheaper, faster, and more efficient 

cost. This perspective confirms that fintech and banking should not be positioned 

as two competing entities, but rather as strategic partners that can complement each 



Wahyu Nia Kurnia Sari 

                                                                                  |62 

 

other. Banks can leverage fintech technology to increase operational efficiency, 

expand their customer base, and reduce transaction costs. This collaboration is 

clearly visible in the development of mobile banking services, integration with digital 

payment platforms, and the development of digital banks that fully adopt fintech 

technology (Morgan, 2022). From the results of the literature review, it was also 

found that fintech has a real contribution to reducing economic inequality. 

Quantitative studies conducted in various countries show that access to fintech 

services can reduce income inequality by increasing access to credit, savings, and 

investment opportunities (Demir et al., 2022). People who were previously 

marginalized from the formal financial system now have the opportunity to 

participate more actively in economic activities. In the context of developing 

countries, fintech plays a key role as a bridge connecting low-income communities 

with inclusive financial services. Innovations such as mobile money, micro-lending, 

and digital wallets have proven to be effective solutions in overcoming the 

limitations of traditional banking infrastructure (Hollanders, 2020). 

However, the rapid development of fintech also brings a number of risks and 

challenges. One of the main issues is regulation. Fintech is developing very quickly, 

while the regulatory framework is not always able to keep up with that speed. Overly 

strict regulations have the potential to stifle innovation, but overly loose regulations 

can pose a risk to the stability of the financial system. For example, the emergence 

of various illegal online loan platforms that are not officially registered has created 

new problems for the community, especially related to high interest rates, unethical 

collection practices, and weak consumer protection. Another challenge that arises is 
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data security. Because all transactions are done digitally, the risk of personal data 

leakage and cyberattacks is a serious threat that must be anticipated by both service 

providers and regulators (Paul et al., 2023).In addition, there is also the issue of 

digital exclusion which is a paradox of fintech development. Although fintech is 

designed to expand financial inclusion, the reality is that there are still segments of 

society who cannot use it due to limited internet access, digital devices, or 

technological skills. This condition can actually widen the socio-economic gap if not 

immediately addressed with the right policies. Therefore, efforts to strengthen digital 

infrastructure, increase financial literacy, and expand access to technological devices 

are important prerequisites for fintech to truly function as an instrument of equitable 

financial inclusion (Mhlanga, 2023). 

The results of the study also emphasize the importance of synergy between 

fintech and banking. Effective collaboration between the two can produce a more 

inclusive, efficient, and sustainable financial ecosystem. The existence of a 

comprehensive regulatory framework and infrastructure support becomes very 

important to ensure the sustainability of the fintech sector while maintaining 

financial stability and protecting consumer rights (Yulianti et al., 2024). This 

collaboration model is seen in various digital banking innovations that are now 

increasingly developing, where traditional banks integrate fintech technology into 

their systems. With this combination, banks can maintain public trust and 

compliance with regulations, while fintech brings the speed of innovation and 

technological flexibility. The result is a more optimal financial service, both in terms 

of accessibility and efficiency (Arner et al., 2020). 
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In addition, the results of the study show that banking still has a vital role in 

maintaining financial stability even though fintech continues to grow rapidly. 

Banking has a fundamental function as an institution that is strictly supervised by 

regulators and has the capacity to maintain public trust. Fintech, although innovative, 

still needs collaboration with banking to expand its reach and ensure business 

continuity. In this context, the synergy of fintech and banking must be seen as the 

key to creating a stable and resilient financial system in the face of change. The digital 

bank model, for example, is concrete evidence of how the integration of fintech and 

banking can produce more efficient services while remaining within a clear 

regulatory framework (Hasanah et al., 2024). 

The literature results also highlight that government policy plays an important 

role in supporting fintech development. Governments and regulators need to create 

adaptive, balanced, and consumer-protection-oriented regulations. Without 

adequate regulation, the development of fintech can create new risks that have the 

potential to harm the wider community. On the other hand, the right regulations can 

actually be a driving factor for fintech growth while maintaining the stability of the 

financial system. Therefore, the balance between encouraging innovation and 

maintaining stability is a basic principle that must be held in designing policies related 

to fintech.  The results of the literature review confirm that fintech has a large 

contribution to expanding financial inclusion, increasing the efficiency of the 

financial system, and encouraging economic growth. However, fintech development 

also brings risks that cannot be ignored, such as issues of regulation, data security, 

and the potential for digital exclusion. Therefore, the role of banking as a strategic 
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partner and adaptive government policy becomes a key factor in ensuring that 

fintech can truly function as an instrument of inclusive and sustainable economic 

development (Ganai et al., 2024). Thus, the synergy between fintech, banking, and 

regulation becomes the main foundation for the creation of a modern, innovative, 

and resilient financial ecosystem in the digital age. 

5. Discussion 

The results of the literature review confirm that fintech has become an 

important actor in the global financial transformation, with a complex impact on 

banking, society, and regulators. On one hand, fintech opens up great opportunities 

to drive financial inclusion, efficiency, and service innovation. But on the other hand, 

its rapid development also presents new challenges that cannot be ignored. 

Therefore, a critical analysis of its strengths and limitations is needed so that the 

direction of digital transformation can be managed sustainably. The main issue that 

is widely discussed is fintech’s contribution to financial inclusion. A number of 

literatures show that fintech services have successfully reached segments of society 

that were previously difficult for banks to serve, such as low-income groups, micro-

entrepreneurs, and residents in remote areas (Hollanders, 2020). However, the 

problem of digital exclusion emerges which has the potential to widen the gap. 

Those who do not have digital devices, internet connections, or technological 

literacy are left behind. Therefore, financial inclusion through fintech cannot be 

separated from the role of the government, especially in the provision of digital 

infrastructure and financial literacy programs. 
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In addition, the relationship between fintech and banking is ambivalent. 

Fintech is often considered a competitor because it can offer fast, flexible, and cheap 

services. However, more and more banks are choosing to build synergy with fintech 

to strengthen their competitiveness. This form of collaboration can be seen in the 

development of mobile banking, digital banks, and electronic payment systems 

(Arner et al., 2020). Thus, the future of the fintech-banking relationship tends to lead 

to a partnership pattern, where each complements the other. From a regulatory 

aspect, the challenges faced are also significant. Rules that are too strict risk stifling 

innovation, while those that are too loose can trigger financial system instability and 

harm consumers. The phenomenon of the rise of illegal online loans shows the 

importance of effective and adaptive regulations. The role of the regulator is central 

in creating a balanced policy framework, emphasizing consumer protection, data 

security, and transaction transparency (Paul et al., 2023). 

Another factor that determines the sustainability of the fintech ecosystem is 

the level of public trust. Public trust is a crucial social capital for the financial 

industry. If consumers feel protected and get real benefits, the adoption of fintech 

will increase. Conversely, cases of fraud, data leakage, or unethical practices can 

erode trust, thus hindering the growth of the industry. For this, collaboration 

between the government, banking, fintech, and civil society is needed to build a 

secure and inclusive digital financial system. The discussion emphasizes that fintech 

is not an absolute threat to banking, but rather an opportunity to strengthen financial 

inclusion and the efficiency of the global financial system. The challenges that arise 

must be seen as a momentum to improve regulations, expand digital infrastructure, 
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and increase public literacy. The synergy between fintech, banking, and regulators 

will be the basis for creating a financial system that is adaptive, inclusive, and 

sustainable in the digital age.  

6. Conclusion 

Fintech has brought about a fundamental transformation in the financial 

system by offering innovations that significantly increase accessibility, efficiency, and 

financial inclusion. Through services such as digital payments, peer-to-peer lending, 

and technology-based asset management, fintech is able to reach communities that 

were previously marginalized by the limitations of the traditional banking system. Its 

presence cannot be seen solely as a threat to banking, but as an opportunity to 

strengthen the financial ecosystem through innovation synergy and technological 

collaboration. The reviewed literature confirms that collaboration between fintech 

and banking can result in more optimal, efficient, and inclusive financial services, so 

that both can work side-by-side as pillars in creating a sustainable financial system. 

However, the development of fintech also brings serious challenges, such as 

issues of data security, consumer protection, adaptive regulation, and the risk of 

digital exclusion for people who do not have adequate access to technology. 

Therefore, a balanced policy approach is needed between encouraging innovation 

and maintaining the stability of the financial system. Governments, regulators, and 

the private sector must work together to create responsive regulations, increase 

digital literacy, and expand technology infrastructure so that the benefits of fintech 

can be felt equitably by all levels of society. Thus, it can be concluded that fintech is 
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not a threat to banking, but a strategic instrument to expand financial inclusion and 

strengthen economic growth. The synergy between fintech, banking, and regulators 

is key to creating a financial system that is inclusive, innovative, and competitive in 

the digital age. 
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