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This bachelor’s thesis studies how financial technology (fintech) affects traditional banks in 

the financial market. The aim of this thesis is to study how banks have adapted to the rise of 

fintech companies. This is achieved by studying what challenges and benefits fintech causes 

and studying how banks operate in the market.  

 

The research’s theoretical part presents definition of fintech and the fintech taxonomy. The 

fintech taxonomy can be categorised as payments, digital banking, lending, wealth 

management, capital markets and Insurtech. The theoretical part presents that regulation 

challenges banks operations because fintech companies do not have the same regulation and 

thus can develop innovation faster and provide same services without regulation burdens. 

Fintech companies are often specialised and use emerging technologies to provide products 

and services more conveniently. Banks can co-operate with fintech companies to gain 

advantages in the market. Banks can integrate fintech company’s products or technological 

solutions into their operations through partnerships and collaborations. 

 

The research is conducted as qualitative research. The empirical part of the thesis provides 

a case study of the two largest banks in the United States. The material was collected from 

the case companies’ annual reports, press releases, news releases and from the case 

companies’ websites. The empirical part studies what kind of technological solutions the 

case companies have and what kind of fintech partnerships and collaborations the case 

companies have.  

 

The results presented that the case banks use artificial intelligence, machine learning, cloud 

technology, blockchain and other emerging technologies and technology solutions to 

provide financial solutions to customers. These solutions can be for instance, digital banking 

services, digital wallets, mobile apps, and e-trading platforms. The case companies invest in 

technology and product development and create partnerships with fintech companies to 

provide a wider set of offerings to their customers. 
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Tässä kandidaatin työssä tarkastellaan finanssiteknologian (fintech) vaikutuksia 

pankkialaan. Tutkielman tarkoituksena on tutkia kuinka fintech yritysten nousu on 

vaikuttanut pankkien toimintaan. Tavoite saavutetaan tutkimalla minkälaisia haasteita ja 

hyötyä pankit voivat kokea fintechistä sekä tutkimalla, kuinka pankit toimivat markkinoilla. 

 

Tutkimuksen teoreettinen osa esittää fintechin määritelmän ja fintechin eri kategoriat. 

Fintech kategoriat voidaan jakaa maksuihin, digitaaliseen pankkitoimintaan, lainaukseen, 

varallisuuden hallintaan, pääomamarkkinoihin ja vakuutusteknologiaan. Teoreettinen osa 

tuo esille, että lainsäädäntö haastaa pankkien toimintaa, sillä fintech yrityksillä ei ole samaa 

lainsäädäntöä ja siitä johtuen ne voivat kehittää innovaatioita nopeammin sekä tarjota samoja 

palveluita ilman lainsäädännöllisiä pakotteita. Fintech yritykset ovat usein erikoistuneita ja 

ne käyttävät teknologisia ratkaisuja hyödykkeiden tarjoamisessa. Pankit voivat fintech 

yhteistöiden avulla saada kilpailuetuja. Pankit voivat integroida fintech yrityksen palveluita 

tai teknologisia ratkaisuja omiin toimintoihinsa yhteistöiden kautta.  

 

Tutkimus on toteutettu kvalitatiivisena eli laadullisena tutkimuksena. Tutkimuksen empiria 

osa esittää case tutkimuksen kahdesta Yhdysvaltojen suurimmista pankeista. Tutkimuksen 

materiaali on koottu case yritysten vuosiraporteista, lehdistötiedotteista ja yritysten 

nettisivuilta. Tutkimuksen empiria osa tutkii minkälaisia teknologisia ratkaisuja pankeilla on 

toiminnassaan sekä minkälaisia yhteistöitä pankeilla on fintech yritysten kanssa.   

 

Tutkimuksen tulokset tuovat esille, että molemmat yritykset käyttävät tekoälyä, 

koneoppimista, pilviteknologioita, lohkoketjuja ja muita teknologioita hyödykkeiden 

tuotannossa. Tutkimus tuo esille, että pankkien hyödykkeet ovat esimerkiksi digitaaliset 

pankkipalvelut, digitaaliset maksupalvelut, mobiilisovellukset sekä sähköiset 

kaupankäyntialustat. Molemmat case yritykset investoivat teknologiaan ja tuotekehitykseen 

sekä tekevät yhteistyötä fintech yritysten kanssa. 
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1. Introduction 

The emergence of financial technology (fintech) is disrupting the traditional banking 

industry (Mention, 2019). Fintech uses emerging technologies such as blockchain, artificial 

intelligence (AI) and smart contracts to provide novel and enhanced financial services in the 

financial sector (Thakor, 2020; Mention, 2019). Fintech companies (fintechs) are innovating 

and offering products that only banks have offered before in areas such as payments, retail 

banking, lending, and wealth management (Statista, 2021). The growing number of fintechs 

using new technologies to develop new products and services pushes traditional institutions 

to change existing operations and offerings as competition grows between the participants.  

 

After the financial crisis in 2008, fintechs have gained market share by offering innovative 

technology solutions in the traditional banking industry and asset management field 

(Chemmanur, Imerman, Rajaiya & Yu, 2020). The rise of fintech is expected to affect the 

banking industry the most with regulation differences, faster innovation processes and 

enhanced product development (Sangwand, Harshita, Prakash & Singh, 2019; Sloboda & 

Demianyk, 2020). Fintechs create challenging competition to traditional banks however 

banks can also benefit from fintech (Chemmanur et al. 2020). Integrating fintech solutions 

into banks services and products can enhance customer service, strengthen customer 

relationship, and endorse competitive advantages. This can enhance the bank's profitability 

and overall customer loyalty. (Chen, 2020; Moussauvou, 2020) Due to this, banks have 

started to invest in fintech innovations and began co-operating with fintechs to stay on top 

of the competition (Chemmanur et al. 2020). 

 

Research of fintech is exceedingly challenging since the field of fintech is very new and 

changing constantly as new technologies come to market (Bollaert, Lopez-de-Silanes & 

Schwienbacher, 2021) As fintech changes and its impact on the banking industry fluctuates, 

new research is needed to keep up with the changes and to underpin what the latest 

technology solutions are and how these solutions affect the banking industry.  Therefore, it 
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is crucial to study fintech's integration in the banking industry and how fintech affects the 

banking industry overall. 

 

1.1 Research questions and objectives 

Fintech companies can change rapidly and shift the direction of the financial sector as new 

technology innovations come to the market. Due to fintech’s rise, banks are encountering a 

challenge to meet the new needs of customers and facing a need for development in the 

existing business models. It is important to understand how banks are changing and what 

banks future operations and businesses might look like. The objective of this research is to 

increase the readers knowledge of fintech’s effects on banks. The main research question 

aims to present comprehensively how the banking industry has been affected due to the rise 

of fintech. The sub question aims to provide insights of how fintech shows in traditional 

banks. The research questions complement each other to bring forth an explicit view of how 

fintech impacts the banking industry.   

 

The main research question is:   

Q1: How is fintech affecting the banking industry?   

 

The sub question is:   

Q2: What changes have banks made to adapt to the rise of fintech? 

 

1.2 Research methodology and limitations 

The first part of this research introduces a theoretical framework by gathering and 

summarizing relevant literature of fintech and the banking industry. The research's second 

part consist of an empirical part which is conducted as a case study. The materials for the 

case studies are gathered from the companies’ websites.  The material consists of annual 

reports, press releases and other reports. The empirical part presents what fintech solutions 
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banks use and what kind of partnerships banks have with fintechs. The case study’s intent is 

to clarify how banks have adopted fintech and which kind of technological direction the 

banks are headed for.  

 

Fintech undoubtedly has an impact on the finance sector but there is no precise evidence that 

fintech will replace the traditional finance sector (Bollaert et al. 2021). However, technology 

solutions will have a comprehensive contribution in banks future success (Stoica & Sitea, 

2021). Fintech is going to be more important to banks in the future, consequently this 

research is limited to study the banking industry. The empirical part of this research is limited 

to study banks in the United States (U.S.). The U.S. market is one of the biggest markets in 

the world and it is globally followed. The case companies are limited to study the two biggest 

banks in the U.S. 

 

1.3 Structure of the thesis 

This research is conducted in a way that the reader expands their knowledge of fintech and 

comprehends clearly how fintech influences the banking industry. Firstly, this research 

defines fintech and presents the main categories of fintech. Fintech is a fairly new topic that 

does not follow a specific theory or an outline, and therefore it is important to clarify the 

definition. The research continues to give an overview of fintech and the banking industry 

and then presents what challenges fintech causes for the banking industry. The last section 

of the theoretical part presents how the banking industry can use fintech to create advantages 

and benefit from it. The research then continues to the empirical part. The empirical part 

studies how the two biggest banks in the U.S. have managed through the rise of fintech and 

how fintech shows in these banks. The empirical part firstly presents research methods and 

an overview of the case companies continuing to present the results. Lastly this research 

presents conclusions, limitations, and recommendations for further research. 
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2. Fintech 

This chapter studies fintech and fintech taxonomy. Firstly, this chapter defines the term 

fintech and presents relevant information about fintech. The research continues to 

thoroughly explain the taxonomy of fintech. 

 

2.1 Fintech 

An essential challenge when studying fintech is that the landscape of fintech changes rapidly 

and there is no specific definition of what “FinTech” is and what technologies the term 

encompasses (Imerman & Fabozzi, 2020; Chen, Wu & Yang, 2019). Fintech refers to the 

utilization of latest technology to provide financial solutions (Thakor, 2019; Schueffel, 2016; 

Imerman et al. 2020; Chemmanur et al. 2020; Goldstein, Jiang & Karolyi, 2019) Fintech can 

be understood as a fusion of technology and finance as it provides financial products through 

technological solutions (Goldstein et al. 2019).   

 

Fintech can be viewed as the application of new technologies that offer financial solutions 

to companies, institutions, and individuals (Imerman et al. 2020). The most 

significant emerging technologies and trends that affect financial services are blockchain, 

Internet of Things (IoT), AI, big data, cybersecurity, biometrics, cloud, open source and 

quantum computing, automation, virtual and augmented reality (Imerman et al. 2020; 

Chemmanur et al. 2020). These solutions can improve business processes, delivery, or the 

use of financial services. Furthermore, fintech companies have started to offer financial 

services that traditional financial institutions have normally offered. (Imerman et al. 2020; 

Mention, 2019) These new products, services and business models challenge banks existing 

services and products. This new digital transformation is one of the key challenges for banks 

since it drives banks to adopt new technological solutions. (Stoica et al. 2021)  
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In the financial market fintech has had the most impact on capital and information 

asymmetry. Fintech has changed investing, saving, spending decisions and the manner of 

raising capital. Consumers can have easier access to capital and to financial products. In 

addition, fintech extends financial services to unbanked customers. Emerging technologies 

like AI or IoT can be leveraged in fintech to attack asymmetry problems like moral hazard 

or adverse selection problems. (Sangwan et al. 2019) However, using fintech products or 

services has an underlying risk specifically in cyber threat, data security and regulatory 

compliances. (Pant, 2020)   

 

2.2 Fintech taxonomy 

Defining fintech taxonomy is challenging since the taxonomy can change over time due to 

rapid development and constantly changing environment (Laidroo, Koroleva, 

Kliber, Rupeika-Apoga & Grigaliuniene, 2021). This research uses a taxonomy 

mostly based on Imerman et al. (2020) definition since it covers the main categories of 

fintech comprehensively. The table 1 provides additional definitions to fintech 

taxonomy. The fintech taxonomy in this research consist of payments, lending, 

crowdfunding, digital banking, wealth management, capital markets and Insurtech. 

 

Table 1: Definitions of fintech.  

Laidroo et al. 

(2021) 

Drasch, 

Schweizer & 

Urbach, (2019) 

Lee & Shin. 

(2018) and 

Mamonov 

(2021) 

Imerman et al. (2019) This research 

Payments Payments Payments Payments technologies Payments 

Deposit and 

lending 

Lending (includes 

crowdfunding) 

Lending Lending Lending 

Crowdfunding - Crowdfunding Equity crowdfunding Crowdfunding 

Investment 

management 

Investing Wealth 

management 

Wealth management Wealth 

management 

- - Capital markets Capital markets Capital markets 
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Insurance Insurance Insurance Insurtech Insurtech 

Banking 

infrastructure 

Cross product 

service / 

Application 

programming 

interfaces (APIs) 

and 

infrastructure / 

Current account 

- Digital banking Digital banking 

- - - PropTech - 

Distributed 

ledger 

technologies 

- - - - 

Analytics - - - - 

Source: Laidroo et al. (2021), Drasch et al. (2019), Lee et al. (2018), Mamonov, (2021) and 

Imerman et al. (2019). 

 

2.2.1 Payments 

Digital payments are one of the main sections of fintech that has received the most funding. 

Payments key factors are “digital payments solutions, merchant acquiring solutions and 

payment infrastructure providers.” (Gupta, & Tham, 2019, pp. 25) Payments technology 

solutions can enable payments via wireless devices with digital wallets or near-field 

communication. (Chen et al. 2019) Payment innovations involve data analysis to create 

better solutions to customers. This usually means that companies can use data to make more 

customised solutions to customers. (Weichert, 2017) Digital payment services and digital 

wallets are very accessible and already widespread. The payments landscape is predicted to 

grow even more in the future. (Gupta et al. 2019, pp.175-177) 

 

2.2.2 Digital banking 

Digital banking offers online banking platforms, mobile technology, AI solutions and cloud 

computing solutions in the digital banking space. Digital banking services offer similar or 

the same services as traditional banks which pushes traditional banks to transform old 
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services into more tech driven banking. (Imerman et al. 2020) Digital banking aims to 

improve banking services through innovation by creating a variety of banking services that 

are for instance, more customised to end-customers. Customers can use digital banking 

services to have more control over what financial products or services they use. (Gupta et al. 

2019, pp. 155-157) 

 

2.2.3 Wealth management 

The wealth management sector includes investment management services (Thakor, 2020). 

Wealth management services use innovations like robo-advisors to manage investment 

advices and portfolio allocations in order to improve wealth management (Imerman et al. 

2020). Wealth management services use robo-advisors for instance in e-trading and high-

frequency trading (HTFs) (Thakor, 2020). Robo-advisors use AI and big data computer 

systems and programs to provide automated investment advices (Chen et al. 2019). Robo-

advisor innovations can operate without human intervention which can lower operating 

costs. Robo-advisors are transparent and can create faster contact with clients by alerting 

clients more quickly if there are market changes or if important news appear. In addition, 

according to D’Acunto, Prabhala and Rossi (2019) robo-advisors can implement strategies 

that are more efficient and simpler. 

 

2.2.4 Capital markets 

Capital market’s core solutions are algorithmic trading, market analytics and HFTs 

(Imerman et al. 2020; Gupta et al. 2019, pp. 26). Algorithmic trading or HTFs can execute 

transactions in a considerably shorter time than trading desks can (Imerman et al. 2020). In 

addition, capital market innovations create access to wider range of participants to trade 

more efficiently and with less costs. (Gupta et al. 2019, pp. 241)   

 

Capital markets can use blockchain to improve existing services. Blockchain is a secure 

distributed ledger technology that is changing business process optimisation (PWC, 2016). 
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One of blockchain’s key application domains is smart contracts. Smart contracts are “… 

contracts that are based on decentralized consensus as well as tamper-proof algorithmic 

executions.” These contracts enable agents to collaborate with each other without a neutral 

central authority. (Chen et al. 2019) The paramount benefit is improved efficiency and lower 

contracting and verification costs (Thakor, 2020) because these contracts can be self-

executing and self-maintaining. (PWC, 2016). Smart contracts play a prominent role in the 

capital market because smart contracts have the potential to alter existing financial 

contracting fundamentally (Thakor, 2020).   

 

2.2.5 Lending 

Fintech lending offers a platform to online exchanges, online lenders, and peer-to-peer 

lenders (P2P). Fintech lending uses machine learning (ML), and big data to identify 

borrowers, evaluate risk and place interest rates. (Imerman et al. 2019) Fintech lenders differ 

from traditional banks. Fintech lenders operate more in the refinancing market and offer to 

the borrower convenience through online platforms. Fintech lenders exploit diverse 

information to place their interest rates which results usually in higher interest rates than 

traditional banks interest rates. The interest rates are higher because fintech lenders use 

technological solutions in the process of managing the interest rates.  For instance, fintech 

lenders can use big data in addiction to standard pricing variables to determine the interest 

rates. (Buchak, Matvos, Piskorski & Seru, 2018) In addition, fintech lending can decrease 

the process time of lending and decrease loan assessment costs (Bollaert et al. 2021). 

 

Peer-to-peer (P2P) are software systems or platforms that enable consumer-to-consumer 

(C2C) financial actions. These financial actions can be lending or C2C payments. (Chen et 

al. 2019) P2P lending can be view as an alternative to bank loans. In P2P lending a borrower 

sends an application for a loan followed by potential lenders that bid on the listing. The P2P 

platform receives a loan origination fee, a service fee and possibly late payment fees. An 

important factor in P2P lending is that the platforms are all-equity lenders and have no 

deposits. (Thakor, 2020) P2P lending has more competitive advantage if a bank faces a 

negative shock that affects the banks' ability to provide credit supply (Tang, 2019). P2P 
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lending is growing rapidly however compared to traditional banks P2P lending is still quite 

little (Thakor, 2020).   

 

2.2.6 Crowdfunding 

Crowdfunding services enable to raise funding from a large audience. Usually, the investors 

invest small amounts which amounts into a large crowdfund if enough investors get 

involved. (Belleflamme, Lambert and Schwienbacher, 2014) Equity crowdfund platforms 

can raise money by giving a return to the investor. The return can be a share in the project’s 

success, financial repayments, products, and other prizes. Alternatively, there might be no 

return when the crowdfund has been made for charitable causes. (Imerman et al. 2020; Gupta 

et al. 2019, pp. 309-311) 

 

2.2.7 Insurtech 

Insurtech can be defined as technological innovations in the insurance sector. Insurance 

industry counts on data operated solutions, technology, and data analytics. Insurtech 

solutions often use IoT. (Imerman et al. 2020) IoT uses smart devices, wireless sensor 

networks and other smart devices to gather data and communicate via the internet (Chen et 

al. 2019). IoT can be understood as a wide range of different possibilities that can be used to 

different strategic interests and business requirements. IoT can be used to produce 

personalised products and enable novel business models. In Insurtech IoT can enable to 

gather real time and near continuous data that can be used to reprice insurance policies. 

(Saarikko, Westergren & Blomquist, 2017; Wortmann & Flüchter, 2015) 
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3. Fintech and the banking industry 

This chapter studies fintech and the banking industry. This chapter aims to bring relevant 

information about how fintech is affecting the banking industry and study what challenges 

and benefits banks can experience due to fintech. 

 

3.1 Overview of the banking industry 

Traditional financial institutions have an important role in the economy. Banking systems 

are an essential repository for customer deposits. (Kaur, Habibi Lashkari, Z. & Habibi 

Lashkari, A. 2021) Banks offer deposit accounts that are seen as safe, liquid claims that can 

be redeemable at any time. Deposit-taking function plays an important part in banks’ 

operations because nonbanks (non-depository) cannot offer the same deposit accounts as 

banks can. (Stulz, 2019; Agarwal & Zhang, 2020) Banks main profit forms from collecting 

fees from services that have usually low risks. Typical areas of these services are insurance, 

wealth management, payments, and advisory services. These services can also be provided 

by nonbanks.  This leads to specialized competitors that aim to attract the same customers 

as banks. (Boot, Hoffmann, Laeven & Ratnovski, 2021)  

 

Banks have invested and continue to invest in technological infrastructure, software 

applications and large data centres. Technological adjustment takes time as banks have 

complicated infrastructures and legacy applications. Technology can change rapidly, 

however infrastructures and applications cannot be changed annually. Nonetheless even if 

technology transformation is necessary, it entails risks and requires an understanding of 

technology, regulatory framework and of the relationship between technological and 

organizational culture. (Krasonikolakis, Tsarbopoulos & Eng, 2020)  
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3.2 Fintech and banks 

New technology solutions are constantly changing, evolving, and disrupting the financial 

service industry (Goldstein et al. 2019; Nyens, 2019). While fintechs utilize technology to 

provide new services, fintechs concurrently create new competitors to the traditional banking 

industry (Goldstein et al. 2019). As a result of this, banks face challenging conditions. Banks 

have been innovative and evolved with technology solutions from automated teller machines 

(ATMs) to internet banking in the past. However, the new era of changing technologies and 

rapid rise of technology focused companies challenge banks in a new way. (Goldstein et al. 

2019; Nyens, 2019; Wonglimporyarat, 2017) 

 

The reasons behind fintech companies' success comes from three main factors. Firstly, 

fintechs observe customer needs and expectations. With this information fintechs can utilize 

technology more easily to deliver products and solutions that correspond to customer 

demand. Secondly, fintechs pursue new ways of selling products and services with different 

technology solutions. Lastly, fintechs are often IT based which can enable them to be more 

agile and innovative. Technology development demands innovative and flexible business 

models and operations. To summarize, fintechs are often creating new solutions for existing 

problems in the financial industry which makes them a challenging competitor. (Gomber, 

Koch & Siering, 2017) 

 

Banks need to create new solutions to retail customers which means that investments in 

different areas of technology is needed in order to find effective and innovative solutions. 

Fintech can affect consumer finance, insurance, mortgages, investments and savings, retail 

payments and lending to small and medium sized enterprises (SMEs). These areas are also 

important areas for banks. (Anagnostopoulos, 2018) Retail banking products and payment 

solutions are seen the most vulnerable to competition between banks and fintechs (Zalan & 

Toufaily, 2017). Customers seek for simplicity, low prices, transparency, and services that 

are easily accessible (Krasonikolakis et al. 2020). According to Anagnostopoulus (2018), 

new customer centric solutions are mobile wallets, Insurtech services and products, 

investment services, personal finance management tools and analytic services. 
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Banks have recognized that fintechs have disruptive capability that can also benefit banks if 

banks co-operate with fintechs or integrate the innovations developed by fintechs 

(Moussavou, 2020). New technology solutions or innovations can be harnessed for instance, 

by investing in fintech initiatives or companies, through partnerships, organizing focused 

internal programs, or having fintech transformation programs (Pant, 2020; Nuyens, 2019). 

According to Drasch et al. (2018) research, banks and fintechs engage most in alliances when 

comparing alliances, acquisitions, joint ventures, and incubations. Further on, banks use 

alliances to be service providers for fintechs. Fintechs are often unwilling to sell their 

innovations, however through alliances with banks, fintechs can access wider customer base 

while banks avoid the need to integrate a product or a process into the bank's operations. 

(Drasch et al. 2018) 

 

Innovative technology solutions or partnerships with fintechs can increase risks but at the 

same time, it opens new opportunities. With risks like cybersecurity or money laundering, 

banks need to maintain and continue the development of security systems. However, benefits 

from the partnerships like better business models or new products enhance customer 

experience. (Nuyens, 2019) The benefits of restructuring business models or integrating 

these skills can also enable banks to be more flexible in the changing financial sector 

(Moussavou, 2020). In addition, Drasch et al. (2018) found that, banks aim to gain access to 

fintech company’s innovative technologies. Accessing innovative technologies could enable 

creation of better products or services to customers or enhancement of more effective 

operations.  

 

3.3 Challenges of fintech 

The disruptive technology has enabled financial intermediaries know as shadow banks or 

nonbanks to lend money more cheaply because there might not be any human loan officer 

involved and the operation can be entirely online. This saves labour and agency space costs. 

However, banks are more reliable and seen as trustworthy which can help to maintain 

customers. On the other side, fintech lenders have an advantage in screening new potential 
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borrowers. This advantage is achieved by using counterfactual sources of information and 

big data approaches to find potential customers. (Buchak et al., 2018) In addition, fintech 

lenders and nonbanks’ alternative lending options are growing in the market. The figure 1 

presents Chinas, Unites States and Europe’s combined alternative lending transaction value 

from 2017 to 2020 in billion US dollars. The crowdlending segment provides loans for 

businesses while the marketplace lending segment provides loans as P2P lending (Statista, 

2021). According to Statista (2021) report, the predicted annual growth rate in alternative 

lending is 11,5 % from 2017 to 2025. Fintech lending is growing, and this could result in 

fintech lenders and banks confrontational competition. 

 

 

Figure 1: Transaction value in alternative lending. (Source: Statista, 2021) 

 

One major challenge for banks is regulation. Traditional banks rely on existing bureaucratic 

systems whereas fintechs have more flexible ways to manage their businesses (Moussavou, 

2020). Therefore, fintechs can benefit from the banking systems regulation. Firstly, the same 

regulatory does not apply to shadow banks or fintech lenders since the services do not accept 

traditional deposits. Due to this shadow banks and fintech lenders do not face capital reserves 

or liquidity demands. This has led to high market, credit, and liquidity risks in the lending 

services. (Agarwal al. 2020) However, without capital reserves or liquidity demands, 

fintechs have more flexibility to decide how the finances are operated. Secondly, the higher 



14 

 

level of regulation burdens traditional banks by reducing lending, limiting the scope of 

products, and by raising costs. (Buchak et al. 2018) Fintechs can innovate and develop 

products and services more rapidly since banks face regulations that slow down the speed of 

innovation development. Fintechs can create similar or the same services and products as 

banks with faster development. Due to more rapid innovation and the possibility to change 

the services more easily, fintech can capture the entire market or gain more market share for 

a specific product. (Stulz, 2019; Buchak et al. 2018). However, banks already have large 

customer bases and reasonably stable trust from the customers which challenges the fintech 

companies' action on the market. Lastly, regulation can vary depending on the location of 

the bank. (Stulz, 2019) According to Buchak et al. (2018) research, shadow banks have 

expanded the most in countries that have notable regulation for banks. For instance, in the 

U.S. banks meet regulatory requirements in federal level as well as state level. Greater 

regulation means higher operating costs. (Stulz, 2019) 

 

Another factor that challenges banks in the digital era is the banks’ IT systems. Banks’ IT 

systems are often built through a long period of time. The IT systems are often a product of 

“add-ons” which means that new parts have been added on top of the old ones which leads 

to unwieldy and complicated systems. Integrating fintech innovations to these systems can 

be infeasible. For instance, using ML solutions with banks’ data cannot be done if the data 

is not organized in a way that can be mined. This means that banks need to reconfigure the 

data in order to be able to use fintech innovations. Reconfiguration is extremely costly, and 

it entails risks which decelerate the transformation of legacy systems.  (Stulz, 2019) However 

some online and data-based technologies could help banks to solve some of the legacy IT 

system challenges (Financial Sustainability Board, 2017). Reconfiguration is needed if the 

bank strives to reshape the IT systems into more usable format. 

 

Fintech is disrupting the incumbent banking system by creating financial services that are 

faster, more affordable and that have better service models (Mention, 2019; Buchak et al. 

2018). Fintechs aim to achieve better portability of digital financial products that are built 

on cross industry and hybrid business models. These business models enable fintechs to gain 

access on markets that are close to traditional banks and credit offerors. Fintechs can also be 
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more transparent and offer improved risk management since these companies can use 

customer feedback to adjust the offered services faster. (Mention, 2019) However, 

traditional banks have lower cost of funding (Buchak et al. 2018) but fintech firms are often 

specialized and challenge banks specific product lines (Stulz, 2019). Fintechs select the most 

profitable segments and remove the regulated parts like deposits or backend work (Sangwan 

et al. 2019). In today’s market customers do not look for one provider with huge amounts of 

products. Customers rather consume services that are high quality, client-centred and overall 

better than other same or similar products in the market. (Paulet and Mavoori, 2020) 

 

Fintech solutions that use big data can decrease information asymmetry in lending services. 

Big data allows to analyse customers and find trustworthy borrowers. With trustworthy 

borrowers that pay interest rates on time, the lenders can have a higher return compared to 

saving money on a regular bank account. (Yan, Yu & Zhao, 2015) This could lead into 

reduction in banks customers if the customers move to P2P lending services. However 

according to Thakor (2020), P2P platforms risk-adjusted interest rates are higher than bank 

loans interest rates and P2P platforms can have riskier loans. P2P platforms can be riskier 

than banks' lending services and thus customers that seek reliability content to use a 

trustworthy bank’s services. 

 

3.4 Benefits of fintech 

Banks can use fintech solutions or create partnerships with fintechs to increase profitability, 

lower the costs for financial intermediation, improve control of risks, create benefits to 

customers and involved participants and improve traditional business models (Wang, 

Xiuping & Zhang, 2021; Mirchandani, Gupta & Ndiweni, 2020). The development of 

traditional business models can lead to better risk control management, create preferable 

business models for customer and improve service efficiency. (Wang et al. 2021) Banks and 

fintechs can achieve benefits from a partnership since the participants have different 

experience and offerings in the market. Banks have considerable experience and knowledge 

of customer behaviour, banking services, credit modelling and activity across segments 

which can bring significant value in the partnership. Fintechs can provide rapid innovation 
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possibilities by offering platforms to different testing purposes like protype or pilot schemes. 

(Mirchandani et al. 2020) The co-operation with fintechs can also improve regulatory 

compliance, reduce costs, and enable better services to customers (Sloboda et al. 2020). 

However according to Wang et al. (2021) fintech solutions or partnerships can compose new 

regulatory problems. The co-operation between banks and fintechs needs constant valuation 

of changes in the customers' needs and new technological or business solutions in order to 

gain benefit from it (Mirchandani et al. 2020). In addition, the benefits of the partnership 

depend on what fintech innovations or technologies these partnerships involve.  

 

Co-operation with fintechs or integrating fintech solutions can facilitate attracting new 

customers. Banks can target customers that would not usually have access to the banks’ 

services. The customers can be unbanked customers, entrepreneurs, or SMEs. With fintech 

solutions SMEs can raise capital with crowdfunding and unbanked customers can use mobile 

technologies to receive financial transactions. (Zalan et al. 2017) In addition, fintechs can 

provide small loans to customers that are not very profitable to banks. However, banks can 

create a partnership with a fintech company to offer small loans to customers in a more 

profitable way. Overall, partnerships with fintechs can provide additional revenues to banks 

if the banks renew offerings or provide new products or services like small lending services. 

(Rinear, 2020) 

 

A growing customer segment is digital clientele that expects convenient offerings online. 

The use of emerging technologies or technological solutions does not always need in-house 

development since the market offers a vast range of different products like robo-advisors. 

(Krasonikolakis et al. 2020) Banks can incorporate fintech solutions through service 

outsourcing, acquisition, partnerships, and venture capital funding (Li, Spigt & Swinkels, 

2017; Krasonikolakis et al. 2020). Banks can get access to blockchain technology 

innovations through outsourcing. The implementation of blockchain technology innovations 

enable to create better transaction security and faster money exchanges at a lower cost. (Lee 

et al. 2018) Outsourcing value-creating fintech applications can be more effective and 

convenient than creating these applications from the beginning. (Gomber, Kauffman & 

Parker, 2018) In addition, banks might have less profitable innovations because it may 
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reduce resources from existing activities (Stulz, 2019). Banks should exploit existing fintech 

solutions to create better services and products. However, banks need to be careful when 

deciding what technology solutions are going to be implemented since resources are often 

limited and investments are not always profitable. 

 

Fintech innovations create more transparent operations. Technological solutions can collect, 

process, and analyse more data and therefore decrease information asymmetries. Better data 

analysing allows to target risk users which can help create accurate contracts or smart 

contracts. (Financial Stability Board, 2017) Decrease in information asymmetries means that 

banks can classify customers more easily which helps to avoid risks like customers with 

insolvency. 
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4. Research methods and results 

This chapter presents research methods, an overview of the case companies, the case 

companies’ results and then the case companies’ key findings. This chapter aims to clarify 

how fintech has affected banks and what kind of fintech related innovations are important to 

banks’ operations. The results present what fintech related solutions the banks use and what 

kind of partnerships these banks have with fintech companies. 

 

4.1 Research methods 

This research is conducted as qualitative research. Qualitative research focuses on analysing 

a small number of cases thoroughly (Eskola & Suoranta, 1998, pp.15). This research studies 

two companies to provide a wider understanding of the research subject. A case study can 

often select a case that is very representative and typical (Eskola et al. 1998, pp. 49). The 

case companies in this research were selected due to the representative factor. Both case 

companies operate in the U.S. and in the global economy. Since fintech affects the whole 

banking industry, the selected representative case companies provide an outlook into the 

technological development of large banks located in the U.S. 

 

The analysis of qualitative material pursues to clarify and bring new information about the 

research subject (Eskola et al. 1998, pp. 100). The empirical part of this research aims to 

provide systematic information about the development of the case companies’ technological 

implementations. The research material is gathered from the case companies' websites. The 

main material is collected from the companies’ annual reports. Other secondary sources are 

used to fill in information that was not provided in the annual reports. The secondary source 

material consists of press releases, news releases and from the information on the company’s 

website. The services, products, partnerships and other fintech related subjects are collected 

from the timeline of 2017-2020. Technological adaption is implemented gradually over time 

thus the research is a longitudinal study. 
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The presented results are chosen with the following criteria. The results are divided into 

different categories that are formed in the fintech taxonomy chapter. The categories were 

selected if the case company reported any solutions or partnerships in that area. These 

categories are payments, digital banking, wealth management, capital markets and lending. 

The solution is selected if it can be described as a fintech solution, meaning that the financial 

solution has technological features, and it fits into fintech category. The solution has 

following features, or the case company has provided following terms when describing the 

solution; “mobile banking”, “digital banking”, “digital platform”, “platform”, “AI”, “ML”, 

“cloud technology”, “blockchain”, “fintech,” or “technology”. The appendix 1 presents what 

terms the solutions matched. With these guidelines the result chapter provides the main 

reported fintech related solutions and fintech partnerships. 

 

4.2 The case companies 

According to Statista (2021) U.S. is the leading country in the number of fintech companies. 

The U.S. has also the largest digital investment market compared to Europe and China. 

Digital investment market provides for instance, robo-advisors and online trading services. 

The U.S. is also together with China, leading markets in alternative financing. Alternative 

financing includes crowdinvesting and crowdfunding. In addition, Statista reported that large 

banks in the U.S. invest in fintech and offer innovation hubs in multiple different fintech 

areas from mobile banking to biometric integration. (Statista, 2021) The U.S. market has 

great value when studying fintech, thus the case companies are selected by studying U.S. 

banks. The selected banks are the two largest banks in the U.S. by consolidated assets 

(Federal Reserve Statistical Release, 2021). By selecting these companies, this research can 

provide a better understanding how large banks developed operations, products, and services 

due to the technological change and growing number of fintech competitors.  

 

The case companies are Bank of America Co. and J. P. Morgan Chase & Co. which will be 

referred to as J. P. Morgan. Bank of America and J.P. Morgan are among the leading 

financial institutions in the world (Bank of America, 2018d; J.P. Morgan, 2021d). Bank of 

America has a history of 240 years of serving financial solutions to clients. Bank of America 
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offers financial services to individuals, SMEs, corporations and governments with banking 

services, investment management, financial and risk management offerings. (Bank of 

America, 2021a) The core business segments are consumer banking, global banking and 

markets, global wealth, and investment management. Bank of America provides digital 

services to 39.3 million digital customers including 30.8 million mobile users. (Bank of 

America, 2020) J.P. Morgan offers financial solutions to corporations, institutions, 

governments and to other clients (J.P. Morgan, 2021d). J.P. Morgan’s main segments are 

consumer & community banking, corporate & investment banking, commercial banking, 

and asset & wealth management (J.P. Morgan, 2020). J.P. Morgan operates globally in over 

100 countries with 55.3 million digital users including 40.9 million mobile users. (J.P. 

Morgan, 2021d; J. P. Morgan, 2020) 

 

4.3 Bank of America 

Customers new expectations of digital banking services have forced banks to change existing 

services to more modern ones. Renewing services and products can be executed through 

investing in technology. Bank of America (2020) reported to invest in technology 3 billion 

dollars annually. The key areas in technological development are online, digital, and mobile 

platforms. New platforms and more modern operations have decreased annual costs. 

Superior customer centric design and enabling full digital transactions is achieved by 

investing in financial centres. (Bank of America, 2020) Investments in technological 

solutions and renewing infrastructure has enabled to offer more technological solutions and 

products, enhanced customer service, improved efficiency, and decreased reports’ execution 

time (Bank of America, 2020; Bank of America, 2018a). A substantial number of Bank of 

America’s patents affiliate to AI, mobile banking, blockchain, data integrity, ML, 

information security and cybersecurity. (Bank of America, 2019b; Bank of America, 2020) 

Bank of America reported that cybersecurity is one of the key operational risks in addition 

to information security. These risks, exposure to customer data thefts and technological 

attacks that disturb operations and systems. Information and cybersecurity development is 

performed through programs that focus on protecting from these risks. (Bank of America, 

2020) 
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4.3.1 Payments 

A platform called CashPro provides digital payments, trading services, investment services, 

deposit transactions and receivables to clients by using APIs, mobile capabilities, biometrics, 

embedded tokens, and digital processes. (Bank of America, 2019a; Bank of America, 2019c; 

Bank of America, 2018d) The platform can be accessed online or with the CashPro app 

(Bank of America, 2021c). In 2019 Apple Watch integrated into CashPro platform which 

enabled customers to access tokens more easily (Bank of America, 2019c). Furthermore, the 

platform has an assistant feature which uses AI and predictive analytic methods to analyse 

customer data. Customer can access the analysed data in the CashPro platform. (Bank of 

America, 2018d)  

 

Better customer satisfaction is pursued with mobile payments that allow customers to send 

and receive payments more effortlessly (Bank of America, 2021b). P2P platform Zelle 

provides payment services digitally (Bank of America, 2018a; Bank of America, 2017a). 

Zelle is developed and produced by fintech company Early Warning Services, LLC. Zelle 

network consist of multiple financial institutions that provide payment services through the 

platform. Zelle enables financial institutions to provide technological solutions more easily 

to customers since Zelle operates with different banks in the U.S. (Bank of America, 2021b) 

Zelle can be accessed from Bank of America’s mobile banking app. The mobile banking app 

provides other payment services like digital wallets from Apple Pay, Samsung Pay, PayPal 

to Google Pay. (Bank of America 2018a; Bank of America, 2021d) The digital wallet service 

uses tokenization technology and biometrics to enable better payment security. (Bank of 

America, 2021d)  

 

Partnership with fintech company PayPal enables to transfer payments, link accounts with 

PayPal platform, use tokenization technology and to use data and analytics to provide better 

security in payments. (Bank of America, 2017c) Bank of America continued the partnership 

in 2018 by enabling customers to add cards to the PayPal accounts from Bank of America’s 

mobile banking app (Bank of America, 2018e). Furthermore, the partnership enables 

customers to execute payments to payees with PayPal accounts in local currencies (Bank of 
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America, 2018b). In addition, Bank of America has a partnership with fintech company 

HighRadius. This partnership provides an Intelligent Receivables service platform for clients 

to match receivables with AI and ML solutions. The platform analyses client data to connect 

payments to available receivables. (Bank of America, 2020; Bank of America, 2017d) 

 

4.3.2 Digital banking 

Bank of America’s main reported emerging technologies are AI, cloud technology and ML. 

Furthermore, other reported technologies are automation, virtual reality, and robo-advisors. 

(Bank of America, 2020; Bank of America, 2019a; Bank of America, 2018a; Bank of 

America, 2017a) AI is used to create customer centric solutions and to provide more 

personalised products and experiences. AI and ML is used to create platforms, apps, and 

other tools that customers can use. (Bank of America, 2019a) With automation, services and 

products can operate more efficiently which can result in better customer contentment. (Bank 

of America, 2018a) 

 

With AI, data analytics and other emerging technologies financial assistant platform Erica 

enables clients to use digital banking services. (Bank of America, 2020; Bank of America, 

2018a). The platform provides general banking services such as money transfers, bill 

payments, and debit card management (Bank of America, 2017a). Erica is one of Bank of 

America’s most important digital platforms with 17 million users (Bank of America, 2020). 

This platform uses AI, ML, and business intelligence to provide more customer centric 

solutions. Erica uses emerging technologies to provide personalised financial solutions by 

analysing the customers data like executed payments or money transfers (Bank of America, 

2019a; Bank of America, 2017a). 

 

Bank of America (2017b) collaborated with Intel to incorporate biometric authentication into 

online banking platforms. The collaboration aims to provide better security to customers 

with only accessing biometric data from the customers device (Bank of America, 2017b). 

Further on, Bank of America collaborated with IBM for the ability to use public cloud. IBM 
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created a services-ready public cloud platform which enables to manage financial service 

industries requirements for regulatory compliance and security. The use of the public cloud 

improves data security, the opportunity to access compliance of technology vendors and 

enhances customer data management. Bank of America reported that the collaboration 

enhances the ability to address regulatory requirements through improving technological 

environment. (Bank of America, 2019d) In addition, Bank of America (2018c) reported to 

advance collaborations with fintechs through API structures specifically to improve 

companies working capital challenges. 

 

4.3.3 Wealth management 

Bank of America’s wealth management sector uses robo-advisors to provide financial advice 

to customers. Customers can achieve a better financial state with the use of more tech driven 

financial planning services since customers can receive financial advice from brokers and 

robo-advisors. The combination of multiple services creates wider understanding of the 

customers financial state and about the adjustments that the customer should make. (Bank 

of America, 2019a) 

 

4.3.4 Capital markets 

Algorithmic trading desk, Instinct FX provides e-trading solutions with algorithmic trading 

strategies and products such as options, swaps, and forwards. The platform is built with 

intelligent algo strategies that aim to improve execution results and offer better liquidity. 

(Bank of America, 2021f)  

 

4.3.5 Lending 

Balance Assist platform provides digital loan banking services to customers. The Balance 

assistant platform provides short-term loans up to 500 dollars. Bank of America reports that 

the platform provides stability and financial solutions to short-term lending needs. (Bank of 
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America, 2020) Bank of America also provides another digital loan service to customers. 

P2P platform called Instincts Loans trades syndicated corporate loans. The platform uses 

proprietary technology with the banks trading desk to offer the trading service. Clients can 

bid and offer loan prices, maturities, or interest rates in the platform. The platform matches 

the bidding and offering participants, which results in automatically closing the trade. The 

platform aims to improve liquidity, provide information and efficiency of the executions. 

(Bank of America, 2021e) 

 

4.4 J.P. Morgan 

J.P. Morgan reported private and public fintech companies to have 0.8 trillion-dollar market 

size in the financial sector while U.S banks have 2.2 trillion-dollar capitalization in the 

financial sector. As the theoretical part of this thesis presented, J.P. Morgan also reports that 

one reason behind the growing number of successful fintechs is uneven competition which 

originates from regulation differences. This has led to fintechs offering similar products and 

services as banks inexpensively and conveniently. Banks can invest in technology to narrow 

the technological gap, nonetheless fintechs are moving to mainstream as demand for digital 

services grows. (J.P. Morgan, 2021a; J.P. Morgan, 2020) 

 

Investments in technology can improve banks operations, enhance existing products and 

services, and innovate new ones. J.P. Morgan (2020) reported to invest over 11 billion 

dollars into technology annually. J.P. Morgan (2020) presented that “investments in data 

capabilities, technology, platforms and solutions” contribute to the development of 

operations and value proposition. Investments in data, technology, digital self-service, and 

digital payments has provided faster credit delivery, decreased account opening times, 

eliminated excessive transactions, and enabled to integrate novel solutions (J.P. Morgan, 

2019a). In addition, the creation and investments in connectivity options which improve 

efficiency through digitalisation and automation are a key area. Connectivity options can be 

more effective by taking part in multi-dealer platforms. (J.P. Morgan, 2020) Furthermore, 

J.P. Morgan (2019a) presented that, investments in automation have decreased annual 

expenses and improved productivity. 



25 

 

 

Cybersecurity is a key technological area for J. P. Morgan since cyberattacks threaten 

customers capital and data information extensively. Cybersecurity attacks can appear as data 

loss, service disruption, system sabotage or other damage. J. P. Morgan reports to spend over 

600 million dollars on cybersecurity annually. In addition, J. P. Morgan reports to enhance 

cyber defence by investing in it, partnering with government, law enforcement agencies and 

companies to attack cybersecurity threats. (J. P. Morgan, 2020) 

 

J.P. Morgan reported to offer collaboration opportunities and partnerships across different 

segments. Partnerships and collaborations can provide more technological products and 

services or enable the use of emerging technologies. J.P. Morgan offers collaboration 

opportunities through GitHub, Perspective and J.P. Morgan developer (J.P. Morgan, 2021h). 

J. P. Morgan developer service is a platform that provides APIs to create financial products 

(Chase, 2021a). J. P. Morgan has developed with Fintech Open Source Foundation a data 

and analytic visualization tool Perspective (Perspective, 2021). In addition, J.P. Morgan 

provides a program for start-ups to develop innovations at scale across the bank and deploy 

the innovations at an enterprise level. The program works with start-ups like AccessFintech, 

a post-trade technology company. (J.P. Morgan, 2018b) In addition, J.P. Morgan 

collaborates with fintechs by offering the fintech company’s services to customers. These 

collaborations are for instance, with fintech company Fiskl that provides financial manager 

services through an app and Fusibill that provides ecommerce services to enterprises. 

(Chase, 2021c).   

 

4.4.1 Payments 

Chase mobile is a digital banking service app that offers a selection of banking products and 

services. Chase mobile uses biometrics and encryption to provide security and safeguard 

customer data. (Chase, 2021d) Chase mobile uses modern technology solutions to automate 

customers’ savings, to provide personalized solutions and to enable customers to pay bills 

or deposits with the app (J.P. Morgan, 2019a; Chase, 2021d). Chase mobile users can add 

digital wallets from PayPal, Apple Pay, Google Pay and Samsung Pay into the digital wallet 



26 

 

feature (Chase, 2021b). Furthermore, P2P payment service platform Zelle can be accessed 

through Chase mobile (Chase, 2021d). In addition, the Chase mobile app provides 

investment services and trading platform services. (Chase, 2021e). 

 

J.P. Morgan Concourse is a platform that connects businesses, customers, and suppliers to 

manage payments. With J.P. Morgan Concourse platform customers can make payments 

more flexible and businesses enable better payment management for suppliers. The platform 

aims to provide personal digital solutions for each business and enhance the businesses’ 

connections. The platform can be integrated online or with mobile platform. (J.P. Morgan, 

2020; J.P. Morgan, 2021c) 

 

J.P. Morgan has a partnership with fintech company PayPal to deliver payment services. The 

partnership offers a real-time payments (RTP) service that transfers payments practically 

instantly with a bank in the RTP network. (J.P. Morgan, 2019c) This payment service uses 

APIs, AI, and ML to quicken the whole transfer process and thus the customers can access 

money almost immediately. (J.P. Morgan, 2021g; J.P. Morgan, 2019c) The RTP service 

expanded in 2019, when the partnership added SEPA instant a RTP service into the euro 

area. (J.P. Morgan, 2019c) In addition, J.P. Morgan (2020) reported that in areas like supply 

chain finance and credit card business, partnerships with fintechs are created to develop 

better solutions and services. 

 

4.4.2 Digital banking 

 The main reported emerging technologies that J.P. Morgan uses are AI, ML, blockchain and 

cloud technology (J.P. Morgan, 2020; J.P. Morgan, 2019a; J.P. Morgan, 2018a; J.P. Morgan, 

2017). AI and ML is adapted across JP Morgan’s operations. JP Morgan uses AI in trading, 

marketing, idea generation, prospecting, operations, and other areas (J.P. Morgan, 2020). 

ML is used in personnel training and in credit card business to reduce fraud losses (J.P. 

Morgan, 2020; J.P. Morgan, 2019a). AI and ML is used in the development of customer 

services, underwriting and in risk and fraud management (J.P. Morgan, 2018a; J.P. Morgan, 
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2017). In addition, AI and ML are used to analyse data. The analysed data can be used to 

offer more personalised solutions to each customer. (J.P. Morgan, 2021e) JP Morgan uses 

cloud technology and data assets to manage new clients conveniently. These technologies 

enable analysis of client data that can used to manage client portfolios, provide insights on 

service needs and product usage. This has led to increased efficiency and better customer 

service. (J.P. Morgan, 2019a) In addition, cloud technology enables obtaining rapid scaling 

and elasticity of computing power, it creates access to data sets, ML capabilities and 

advanced analytics. Advanced analytics provide agility, flexibility, and possibilities to 

develop products faster. (J.P. Morgan, 2018a) 

 

J.P. Morgan developed financial innovation model Onyx that uses blockchain technology to 

develop infrastructure, networks, and services. J.P. Morgan aims to scale and develop 

blockchain-based products with Onyx. (J.P. Morgan, 2021a) Onyx has integrated Liink 

network into its services. Liink is a P2P blockchain network that exchanges information, 

value, and digital assets. Liink aims to decrease information friction between the involved 

beneficiaries in the Liink network with blockchain. (J.P. Morgan, 2021f; J.P. Morgan, 

2021a) J.P. Morgan reported the Liink network to include over 400 institutions. (J.P. Morgan 

2021f)  

 

OmniAI is a platform built in cloud, and it provides AI powered applications. OmniAI cleans 

data and enables enterprises to use computing environments. Through OmniAI, better 

security can be achieved when managing confidential information. J.P. Morgan reports that 

OmniAI provides better insights from data by analysing it faster, with better accuracy and 

with a lower operational cost. To simplify, OmniAI is an in-house innovation that expedites 

the adoption of AI across J.P. Morgan’s operations. (J.P. Morgan, 2021e) 

 

J.P. Morgan has developed Quorum, “an enterprise-variant of the Ethereum blockchain.” 

(J.P. Morgan, 2019b) The Quorum platform enables enterprises to build on an open source 

blockchain platform. More precisely, the Quorum platform provides services that enable to 

use of Ethereum for the enterprises’ blockchain applications. (Quorum, 2021) J.P. Morgan’s 

partnership with Microsoft Azure provides services with Quorum in application 
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development, network building and built-in governance. In addition, the partnership 

provides access for customers to use blockchain networks, lowers costs and simplifies 

deployment. (J.P. Morgan, 2019b) 

 

4.4.3 Wealth management 

J.P. Morgan’s wealth management sector uses robo-advisors to provide automated 

investment services to customers (Chase, 2021e). Another customer centric wealth 

management solution is J.P. Morgan’s platform DataQuery. DataQuery provides financial 

and market data and analytic tools that can be used to create investment analyses. The service 

enables customers to create data analyses, access data insights and have market monitors. 

(J.P. Morgan, 2021b). 

 

4.4.4 Capital markets 

J.P. Morgan provides a trading platform called Algo Central that uses predictive analytics to 

tailor orders and change the execution speed and style (J.P. Morgan, 2018a). Much like robo-

advisors, predictive analytics aim to develop trading into a more efficient and simpler 

regime. In addition, J.P. Morgan provides a service called DeepX that uses ML and equity 

algorithms to execute stock transactions more efficiently (J. P. Morgan, 2018a). In 2018, J.P. 

Morgan reported to provide a digital investing platform called You Invest. You Invest 

platform provides trading services to customers (J.P. Morgan, 2018a). 

 

4.5 The case banks’ key findings 

The figure 2 compiles the presented solutions and partnerships in the case banks. J.P. Morgan 

did not report any lending services that used technological solutions. Neither bank reported 

about insurance services or partnerships with fintechs that resulted in insurance offerings. 

Insurtech is a growing area in fintech, however the case banks might not have invested in 

Insurtech, there are no technological advantages in the insurance services, or it was not 
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reported. However, both banks reported multiple other services and partnerships across the 

banking operations as the figure 2 presents. 

 

Figure 2: The case banks’ compiled results. (Source: compiled from the banks’ results.) 

 

The case banks reported most services in the payments category. As earlier discovered, 

payments are one the of most vulnerable areas to be affected by competition between banks 

and fintechs. There are big fintech payment companies like PayPal, Klarna, and WePay that 

offer similar products as banks. In 2017 J.P. Morgan offered a digital wallet called Chase 

Pay which was later closed (J.P. Morgan, 2017). Digital wallets are popular services and 

both case banks offered multiple different digital wallets in payment services. Through a 

partnership with PayPal both banks were able to offer payment services that were easily 

accessible and offered good customer experience such as PayPal’s digital wallet that has 

already a large customer base. Banks struggle to offer the same products as fintechs if the 

fintech company can offer easily accessible, low cost and customer centric product to a vast 

customer base. However, through partnerships banks can focus on offering products and 

services to customers without the need to innovate and develop new products such as Chase 

Pay. This can benefit the bank by decreasing investment and development costs while 

customers enjoy the vast selection of different offerings. 
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The used fintech partnerships in figure 2 present how differently banks can benefit from 

different partnerships. The case banks used fintech partnerships to get access to 

technological solutions, to gain additional services, innovate new products and develop 

existing ones. Other gained benefits were better service security, more flexible operations, 

enhanced customer satisfaction and better possibility to obtain new customers through new 

services and innovations. Fintechs can also be accessed through programs. J.P. Morgan 

provides a program where fintechs can develop innovations and receive consultation from 

the bank’s experts. These programs provide new technological solutions and innovations to 

the bank. By selecting the most appealing fintechs that have great ideas with good customer 

demand, investing in a fintech company can create great benefits if the fintech company is 

successful. In addition, banks can function as a service provider in a fintech partnership. For 

instance, J.P. Morgan reported to offer Fiskl’s and Fusibill’s services in the bank’s services. 

This kind of partnership enables the bank to provide a wider set of products and receive more 

return and the fintech company can receive a wider customer base. One of the main benefits 

is that the bank does not need to innovate new products since it can exploit the fintech 

company’s existing product. 

 

Through the adaption of different technological solutions utilizing AI, blockchain, cloud 

technology and robo-advisors the case banks gained multiple benefits. Especially AI is used 

across both banks’ operations. With AI both banks reported to achieve better customer 

service, more customer centric solutions and increased efficiency. Investments in automation 

enabled for Bank of America to increase efficiency and customer satisfaction while J.P. 

Morgan used automation to decrease annual costs. With cloud technology J.P. Morgan 

reported that product development is faster and more flexible while Bank of America 

reported to use cloud technology in data management and security. Technological solutions 

can also decrease the need for human labour. Bank of America’s lending service Instinct 

Loans can decrease costs since the platform matches the participants and closes the trade 

automatically. With services that decrease the need for human intervention, banks can 

increase profits and decrease labour costs.  The case banks use technologies in similar areas 

specially to accomplish better customer service and enhance products and services. 
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5. Conclusions 

This research focused on studying how fintech affects banks and how the case banks have 

adapted to the technological change. This research answered the following questions:   

Q1: How is fintech affecting the banking industry?    

Q2: What changes have banks made to adapt to the rise of fintech?  

 

The rise of fintech has pushed banks to provide new technological solutions and to develop 

existing products and services. The increasing use of emerging technologies and other 

technological solutions can be perceived across banks’ operations. Bank of America and J.P. 

Morgan reported to continuously invest in technology, innovation, and product development 

since these areas are recognized as an important part of banking operations. Both case banks 

report to use AI and cloud technology in multiple products and services. Other often reported 

emerging technologies and technology solutions were blockchain and robo-advisors. Both 

banks offered a wide range of different technological solution with many similarities like 

mobile apps, investment services with robo-advisors, the use of payment network Zelle and 

digital wallet services that enabled customers to use PayPal, Apple Pay, Samsung Pay and 

Google Pay. The case companies’ technological solutions aimed to provide the banking 

services conveniently, and in an easily customizable manner. Customizability allows for 

more personalized services with individualisation being automated or performed manually 

by customers. AI tools can be used to enable this automation through big data analysis. 

 

Both case banks have invested in technology, collaborated with fintechs, provided multiple 

different fintech related solutions to customers and focused on developing innovations. 

These discoveries propose that both banks acknowledge the importance of fintech and 

financial industries technological change. J.P. Morgan reported to invest more in technology 

and to have more digital and mobile users. This suggests that J.P. Morgan is leading the 

adaptation to the evolving technological business environment when comparing efforts in 

technological development and digital customer usage. In addition, with technological 

change comes new challenges in data protection. Both case banks invest in cybersecurity 
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because the importance of cybersecurity rises in this technological era. Banks cybersecurity 

can be improved through investments in technologies that improve the protection of 

customer assets and data. Banks face the requirement for continues development of cyber 

protection since partnerships with fintechs can also increase the risk for cyber-attacks. 

 

Fintechs are expected to expand in the financial sector which challenges banks’ operations. 

Fintechs can develop new solutions leveraging new technologies without established banks 

becoming aware of these new developments until the fintech company has already gained 

valuable experience developing the service. If banks are not vigilant, they are bound to 

routinely be at a disadvantage when it comes to experience with new technologies and 

services, when compared with emerging fintechs focused on a specific area. For instance, 

the rise of fintechs could strongly challenge banks in capital markets with e-trading 

platforms. Both case banks provide an e-trading platform and trading analytic services, 

however fintechs specifically focused on these services could offer more datasets or 

analytics tools since banks have multiple other key areas to operate. A successful fintech 

competitor Robinhood provides free e-trading services over a mobile platform (Statista, 

2021). Robinhood is one of the most well-funded fintechs in the U.S with 5.6-billion-dollar 

funding (Statista, 2021). With competitors like Robinhood that challenge banks with a 

specific area, banks could benefit more from focusing on providing a reduced set of financial 

services. Both case banks had invested and strongly developed their payment and digital 

banking services. Focusing more on these factors could protect the banks from losing 

business to new competitors. 

 

As a response to challenges brought on by fintechs, banks can co-operate with fintechs to 

gain competitive advantages. The case banks created mostly partnerships with fintechs. 

Other co-operation opportunities to work with fintechs were through a fintech innovation 

program and as a fintech service provider. The case banks’ partnerships with fintechs 

resulted in more customer centric solutions, product enhancement, reduced costs, improved 

efficiency, and new products and services. Through fintech partnerships and collaborations 

banks can also get access to innovations and emerging technology capabilities. Furthermore, 

banks can invest in technology and develop their services to meet customers changing 
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expectations and to compete with successful fintechs. Fintech still challenges banks with 

regulation differences that enable fintechs to operate more flexibly in the financial industry. 

Lesser regulation enables fintechs to create similar or the same products as banks more easily 

and faster. In the financial industry banks face regulation burdens that slow down innovation, 

set monetary requirements and increase costs. 

 

The growing number of digital users and raising competition between fintechs and banks 

indicate the importance of technological change. Often significant changes to the banks IT 

systems are needed to be able to offer new technological solutions. The case banks reported 

that renewing and developing infrastructure enabled to integrate more technological 

solutions and improve efficiency. Investments in infrastructure development is an important 

area since new technological solutions require modern infrastructure to function properly. In 

addition, customers are using more digital services and the need for different products in 

popular areas such as payments, wealth management and capital markets is growing. This 

drives banks to renew existing services and develop infrastructure to better support these 

modern services. 

 

Neither one of these banks reported clearly about investments or services that were closed 

down or not as profitable as thought. This selective information sharing by the banks 

introduces bias in the set of information available. As such, the source material used as a 

basis for this research is not suitable for evaluating the profitability of the case banks fintech 

related investment and development portfolios. Plenty of other conclusions that were not 

affected by this bias could however be made based on the information shared by the banks. 

 

Fintech is a relatively new subject that requires further research. There is no generally used 

theory or a definition behind fintech. The definitions of fintech and fintech taxonomy change 

over time as new technologies come to market. In addition, fintech based solutions change 

which makes it challenging to study fintech. This research focused on studying fintech and 

its effects on the banking industry through two large banks in the U.S. which limits the 

generalizability of this research. The results present only the two case companies’ operations 

and although it gives insight into how these banks operate in the rise of fintech, conclusions 
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cannot be generalized to other banks. Further research on the banking industry and the rise 

of fintech is needed since existing scientific literature has not sufficiently kept up with 

modern developments in the field. Fintech plays an important role in the financial industry, 

which is not entirely reflected in the amount of scientific research dedicated to understanding 

fintech. Further research could focus on studying how a greater number of banks operate in 

the U.S. or how other banks in Europe or Asia operate. In addition, research on what kind of 

fintech companies might replace banks or some of banks’ services could provide interesting 

insights to the future of the financial industry. 
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