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Abstract: This systematic review synthesizes research on digital banking and fintech-driven 

disruption in financial services, covering literature from last 15 years. Using Scopus, Web of 

Science, SSRN, ScienceDirect, and Google Scholar, we identified multiple high-quality studies 

examining technology enablers, business-model innovations, incumbent responses, regulatory 

implications, and market outcomes. Key technological drivers include AI, blockchain, open 

APIs, and mobile platforms. Business-model innovations range from neobanks and P2P lending 

to digital wallets and marketplace lending. Evidence shows that incumbents often co-evolve 

with fintech through partnerships, acquisitions, and digital transformation initiatives, rather than 

being wholly displaced. Regulatory frameworks and financial inclusion efforts significantly shape 

adoption and impact, while algorithmic risks and infrastructure gaps pose challenges. 

Methodological gaps persist, notably the scarcity of longitudinal, causal, and cross-country 

studies. We conclude with a research agenda emphasizing causal evaluation, interdisciplinary 

approaches, and policy-oriented insights to guide academics, practitioners, and regulators 

navigating ongoing digital transformation in financial services. 
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1. Introduction 

The global financial services industry is undergoing profound transformation driven by digital 

technologies and the rise of fintech firms. Over the past decade, innovations in digital banking 

and fintech have reshaped how individuals, firms, and governments access, deliver, and 

regulate financial services. Traditional financial institutions, long characterized by heavy 

regulation and legacy systems, now face competition from agile entrants leveraging digital 
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platforms, data analytics, and automation to improve customer experiences and operational 

efficiency (Gomber et al., 2018; Philippon, 2016). 

Fintech encompasses a wide array of applications, from mobile banking and digital wallets to 

P2P lending, robo-advisory, and blockchain-based infrastructure. Technologies such as AI, big 

data analytics, distributed ledger technologies (DLT), and open APIs underpin the “digital 

transformation” of finance (Deloitte, 2023; Kou et al., 2021). This transformation enhances 

financial inclusion, reduces transaction costs, and creates new value propositions for customers 

(Vives, 2019). 

The literature debates whether fintech is a disruptive force or complements incumbents. While 

disruptive innovation theory suggests fintech can capture underserved markets and displace 

incumbents (Christensen, 1997; Gimpel et al., 2018), empirical evidence often shows fintech 

partnering with or being acquired by established banks, leading to co-evolution (Zalan & 

Toufaily, 2017; Lee & Shin, 2018). Regulatory frameworks, market maturity, and consumer 

preferences further shape these dynamics. 

From a policy perspective, fintech challenges regulators to balance innovation promotion with 

financial stability, consumer protection, and market integrity. Instruments like regulatory 

sandboxes, open banking directives, and fintech charters have emerged to manage this tension 

(Arner, Barberis & Buckley, 2017). Nonetheless, questions remain regarding decentralized 

finance, AI-driven credit scoring, and algorithmic risk management. 

 
2. Objectives and Scope 

This review aims to: 

1. Systematically synthesize research on digital banking and fintech-related innovation and 

disruption (2010–2025). 

2. Identify dominant technologies, business models, and measurable impacts on banks, 

consumers, and markets. 

3. Assess regulatory responses and their implications for competition and inclusion. 

4. Highlight methodological limitations and propose future research directions. 

Focus is placed on peer-reviewed journals, influential working papers, and high-quality industry 

studies, with attention to cross-country differences. 

 
3. Methodology 

A systematic literature review (SLR) approach was adopted following PRISMA guidelines 

(Moher et al., 2009), ensuring transparency and replicability. Five databases were searched: 

Scopus, Web of Science, ScienceDirect, SSRN, and Google Scholar. Keywords included 

variations of “digital banking,” “fintech,” “financial innovation,” and “disruption.” 

Inclusion criteria: relevance to fintech/digital banking, empirical or conceptual studies, peer - 

reviewed or high-quality reports, English language, 2010–2025, full-text available. Exclusion 

criteria: opinion pieces, technical studies unrelated to finance, and studies lacking clear 

findings. 
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Following PRISMA flow, 1,286 records were identified, 327 duplicates removed, and 112 

studies retained after screening and quality appraisal. Coding was conducted using NVivo 14, 

applying deductive and inductive approaches across five dimensions: technological enablers, 

business-model innovations, regulatory responses, impact outcomes, and 

performance/competition. Intercoder reliability was strong (Cohen’s κ = 0.86). 

Limitations include exclusion of non-English studies, reliance on gray literature for recent 

insights, and potential publication bias favoring positive findings. 

Table 1: PRISMA Table 

Stage Description Number of Records 

Identification Records identified through databases 1,286 

Duplicates removed Records removed 327 

Screening Records screened (titles/abstracts) 959 

Records excluded Irrelevant or off-topic 566 

Eligibility Full-text articles assessed 393 

Full-text excluded Did not meet inclusion criteria 215 

Included Studies included in qualitative synthesis 112 

 
(Note: The full bibliographic dataset references and sources are not possible to comply with 

data confidentiality and licensing restrictions.) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 2: PRISMA Flow Diagram: Digital Banking & Fintech Systematic Review 

 
4. Literature Review 

• Historical Context: Technology adoption (ATMs, core systems) historically strengthened 

incumbents rather than displacing them (Bátiz-Lazo, 2002). 
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• Fintech Taxonomies: Innovations span lending, payments, markets, and infrastructure, with 

AI/ML, blockchain, and APIs as core enablers (Gomber et al., 2018). 

• Competition: Fintech disrupts some niches (payments, SME lending) but incumbents maintain 

advantages in scale, trust, and regulation (Zalan & Toufaily, 2017). 

• Access and Inclusion: Alternative finance expands access for entrepreneurs but results vary 

with regulation and market maturity (Fenwick et al., 2017). 

• Regulatory Studies: Sandboxes, open banking, and digital bank licenses are central to 

innovation while maintaining stability (Arner et al., 2017). 

 
5. Thematic Findings (2010–2025) 

Figure 1: Thematic Intersections of Technology, Business Models, and Regulatory Impacts 
 

 
5.1 Technology Enablers 

Advanced technologies beyond AI and blockchain, including AR/VR and quantum computing, 

are emerging as fintech enablers (Kou & Lu, 2025). Open banking enhances performance 

and inclusion, particularly in rural or underserved markets (Inclusive FinTech, 2024). Algorithmic 

bias, privacy, and infrastructure gaps remain challenges, limiting equitable adoption (The 

Gendered Algorithm, 2025; MDPI, 2024). 

 
5.2 Business-Model Innovations 

Neobanks are achieving profitability via diverse revenue streams (Monzo, 2024). SME-focused 

platforms, alternative lending, and embedded finance are expanding, with adoption influenced 

by trust, localization, and perceived risk (Industry Research, 2024–25; SpringerLink, 2025). 
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5.3 Incumbent Responses 

Incumbents adapt through modular digital transformation, partnerships, and open banking 

strategies (SpringerOpen, 2024). Cost pressures and regulatory compliance shape cautious 

strategies, with risk management central to adoption decisions (PYMNTS.com, 2024). 

 
5.4 Competition and Performance 

Fintech adoption creates uneven competitive pressure: gains are observed in inclusive digital 

banking and open banking, yet smaller banks lag in weaker regulatory or infrastructural 

contexts (SpringerOpen, 2024). Market entry is strongest in payments and SME lending, with 

incumbents retaining structural advantages (Open Banking, 2024). Financial inclusion effects 

are context-dependent, requiring enabling conditions for impact (IMF, 2024). 

 
5.5 Regulatory, Social, and Inclusion Implications 

Regulatory innovation (sandboxes, licenses, open banking mandates) balances innovation with 

protection (MDPI, 2024). Algorithmic fairness and digital literacy are critical for equitable 

outcomes, while infrastructure and trust barriers constrain adoption in underserved populations 

(arXiv, 2025; SpringerLink, 2025). 
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6. Discussion 

6.1 Disruption vs. Co-Evolution 

Fintech’s impact is niche-specific rather than uniformly disruptive; incumbents often co-evolve 

through partnerships, acquisitions, and digital transformation (Zalan & Toufaily, 2017; 

SpringerOpen, 2024). Historical evidence reinforces that technology alone rarely displaces 

incumbents (Bátiz-Lazo, 2002). 

 
6.2 Managerial Implications 

1. Modular systems enable API integration for agile fintech adoption. 

2. AI governance frameworks mitigate algorithmic bias and privacy risks. 

3. Strategic partnerships accelerate capability-building. 

4. Proactive regulatory engagement ensures alignment with sandboxes, open banking, and 

licensing regimes. 

 
6.3 Policy Implications 

• Sandboxes and open banking support safe innovation. 

• Inclusive policies and digital literacy programs enhance access for underserved populations. 

• Oversight of AI-driven services ensures equitable and transparent financial inclusion. 

 
7. Conclusion and Future Research Agenda 

Digital banking and fintech have materially reshaped financial services, though impact varies 

across segments, jurisdictions, and incumbents’ strategies. Key insights: 

1. Fintech often co-evolves with incumbents rather than fully displacing them. 

2. Advanced technologies drive innovation, but infrastructure, literacy, and fairness are critical. 

3. Business models are maturing, with SME focus and alternative lending gaining traction. 

4. Regulation shapes outcomes, requiring adaptive, inclusive frameworks. 
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Future research priorities: 

• Longitudinal and causal studies of fintech adoption on bank performance. 

• Cross-country analyses of regulatory regimes and market outcomes. 

• Micro-level studies on consumer welfare, inclusion, and algorithmic fairness. 

• Interdisciplinary evaluation of emerging technologies (LLMs, AR/VR, quantum computing). 

Addressing these gaps will guide scholars, practitioners, and policymakers in navigating 

ongoing digital transformation. 
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