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Abstract: With the continuous development and improvement of financial technology, commercial banks are facing huge 

impacts and challenges brought about by financial technology, but what follows is a huge opportunity for the transformation 

of commercial banks. Therefore, this research analyzes the four aspects of the impact of financial technology on commercial 

banks, and explores the challenges that financial technology brings to commercial banks’ development strategies, traditional 

businesses, and business processes. For the measures taken, commercial banks need to improve the financial technology-

related infrastructure, and improve the main functions of supervision technology and the transformation of cultural values. 

This research provides theoretical basis and implementation suggestions for the transformation of commercial banks through 

theoretical research.  
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1. Introduction 

With the rapid development of computer technology, the gradual maturity of blockchain technology, cloud 

computing technology and big data technology, the development of financial technology has also ushered 

in a climax [1]. Internet financial products are gradually gaining popularity. Third-party payment, small 

loans and other businesses gradually replace the original business of commercial banks, gradually 

intensifying the competition of banking business; therefore, many commercial banks are facing this huge 

challenge [1-3]. In recent years, people have gotten a taste of the convenience of financial technology to our 

daily life. People can enjoy fast loan business without applying for a credit card, and plan funds through 

APPs such as funds and wealth management. This has gradually broken the monopoly of commercial banks, 

thereby re-dividing the market share of banks [4-6]. Therefore, the transformation of commercial banks is 

imperative. In view of this, this paper analyzes the impact of financial technology on commercial banks 

and the challenges it brings, and then summarizes the commercial bank transfer strategies which are 

recommended for the transformation of commercial banks. 

 

2. Literature review 

Internet finance was first proposed by Western scholars. Scholars such as Claessens S (2002) proposed that 

online banking and online economy are the main Internet financial carriers [7]. Chinese scholar Zhipeng Bai 
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(2015) pointed out in a related article that Internet finance will cause a crisis for traditional commercial 

banks, and it will also prompt traditional commercial banks to find new transformation directions, improve 

bank management efficiency, and reduce commercial bank operating costs [8,9]. 

Fintech is to rely on computer technology to innovate the financial industry. Fintech mainly 

emphasizes the coordination and common development between financial development and technological 

development [9-11]. The information technology that financial technology relies on includes big data 

technology, Internet of Things technology, cloud computing technology, artificial intelligence technology, 

etc. [9,12] The financial industry using technology as the main driving force can improve operating efficiency 

and reduce operating costs, and better increase the user experience; this will definitely leave a huge impact 

on the traditional commercial banks [1,3,4]. 

 

3. The impact of financial technology on commercial banks 

3.1. Competition in the banking industry is gradually increasing 

With the emergence of financial technology, the rapid development and transformation of Internet finance, 

the competition in the commercial banking industry has gradually increased. This is because the group of 

commercial banks is fixed, but with the addition of foreign banks and Internet finance, commercial banks 

are increasing. The monopoly of Hengye has been broken, and the industry competition of banks has 

gradually increased. The rapid integration and development of big data technology, cloud computing 

technology, blockchain technology, Internet of Things technology and the financial industry have 

completely changed the pattern and development of the entire banking industry. With the rapid 

development of information technology, financial technology-related companies have developed a strong 

reputation in the user’s psychology in terms of data security, user privacy, and efficiency. This has a great 

impact on the business of commercial banks. Therefore, various commercial banks have begun to develop 

financial technology sectors, changing the traditional banking competition model to comprehensive 

strength competition and innovative competition models. This form of industry competition has been 

gradually intensifying. 

 

3.2. The operating income of commercial banks has decreased rapidly 

The operating income of commercial banks is mainly derived from the difference between the interest rate 

of the deposit business and the interest rate of the loan business, followed by some intermediary businesses 

as the main source of income. However, with the participation of fintech institutions in the banking industry, 

the number of deposit business customers of banks has gradually decreased, because business products such 

as Yu’ebao and Lingqiantong in fintech institutions are not only easy to operate, but also have high interest 

rates, and have the advantages of taking and using them. The gradual removal of bank deposit business 

customers has caused more panic in commercial banks. Secondly, with the continuous innovation of 

financial products of financial technology institutions, many computer software products include loan 

platforms or loan functions. These loan products, owing to their fast review speed, simple application 

materials, and product diversification, have attracted a large number of commercial bank users. These 

products have seriously affected the development of commercial banks’ credit card business, although they 

did not affect commercial banks’ car loans. Housing loans, but the impact on the bank’s loan business is 

also very serious. In order to reduce this impact, commercial banks began to reduce bank loan interest rates 

and increase bank deposit interest rates, which ultimately led to a rapid decline in commercial banks’ 

operating income year by year. 

The intermediate business of commercial banks, such as payment and settlement business, is one of 

the traditional intermediate businesses in commercial banks. However, due to the third-party payment and 
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mobile payment functions of financial technology institutions, the use of computing technology is acute 

and efficient for customer information. The storage and use of payment and settlement services has 

improved the information asymmetry and untimely phenomenon of payment and settlement services. 

Therefore, almost 90% of the customers of commercial banks are using third-party payment. In addition, 

with the continuous development of technology, China continues the effort to develop digital currency, 

which is an encrypted currency with blockchain technology as the core and uses distributed transactions 

without commercial banks as an intermediate system for transactions. As the trial of digital currency 

continues, discussions on the advantages and disadvantages of digital currency are constantly emerging. 

 

3.3. The credit function of commercial banks is gradually weakening 

The credit function of commercial banks has a very important role in finance, but with the emergence and 

development of financial technology institutions, the function of this role is constantly weakening or even 

disappearing. Financial technology refers to the use of computer technology to carry out financial 

innovation applications. With the integration of big data technology and cloud computing technology into 

the user behavior analysis of financial platform, users’ untrustworthy behavior will be archived in the 

Internet records, which will update and affect user ratings in real time. Internet finance does not need to 

complete user information ratings based on bank credit records. Banks are also unable to participate in 

Internet financial transactions. Therefore, the business capabilities of commercial banks have weakened. 

 

3.4. Difficulties in maintaining bank customer relationships 

Fintech has a great impact on the customer relationship of commercial banks. First, many young people no 

longer go to the bank to handle business, and it is difficult to maintain the customer relationship of bank 

account managers. Secondly, many older users have a lot of influence on bank operations and processes. 

Without a clear understanding, it is impossible to expand the new business among the elderly users. 

 

4. Challenges faced by commercial banks in the context of financial technology 

4.1. Fintech challenges the development strategy of commercial banks 

Financial technology has impacted the dominant position of commercial banks with powerful technological 

innovations, making commercial banks aware of their own development limitations and shortcomings. 

Therefore, the future development strategy of commercial banks should be to study and continue to apply 

the latest technology. The optimization of the development strategy creates the latest financial model that 

adapts to the current development model. 

 

4.2. Fintech challenges the traditional business of commercial banks 

With the integration of computer technology and finance, the gradual expansion and development of 

Internet financial services, third-party payment services, P2P decentralized services, and small loan services 

have brought serious challenges to the development of commercial banks. In 2017, the online payment 

business volume of non-bank payment institutions in China reached 286.747 billion, involving an amount 

of 143.26 trillion yuan, a year-on-year increase of 74.95% and 44.32%, respectively [9]. 

 

4.3. Fintech challenges the business process of commercial banks 

In the business process of a commercial bank, the commercial banking system is divided into two parts: the 

foreground and the background. This separation of the system makes the transaction through the 

commercial bank complicated and takes a long time. At present, with the rapid development of computer 
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technology, cloud computing technology, big data technology and other technologies can shorten 

transaction time, simplify transaction processes, and improve user experience. Therefore, financial 

technology poses challenges to the business processes of commercial banks. 

 

5. Suggestions of commercial banks under the background of financial technology 

5.1. Improve the infrastructure of financial technology 

As mentioned in the analysis in the previous two section, commercial banks need to focus on the integration 

of financial technology to form a complete financial technology rapid facility, in order to successfully 

transform the bank into a new type of commercial bank. The main requirements for a complete basic design 

are the commercial bank’s front-end system and back-end system. The system merges, and integrates cloud 

computing technology and big data technology, and rationally arranges the position of the business in the 

system. Secondly, it is to optimize the human-computer interaction link in the commercial banking system 

to enhance the user experience. 

For the integration of financial technology, commercial banks need to strengthen the cooperation 

between commercial banks and technology companies to enhance the hardware and software capabilities 

of industrial banks. The first requirement is high-performance computer equipment and cloud processors 

for hardware equipment, followed by software facilities and distributed storage, artificial intelligence 

recommendation algorithm, data mining and computing technology. 

Finally, commercial banks should rely on information technology to transform the internal 

organizational structure of commercial banks, change existing business processes, products and services, 

realize information and data sharing, and solve customer problems in a one-stop manner. 

 

5.2. Improve the main functions of regulatory technology 

With the development and improvement of financial technology in the financial industry, the concept of 

regulatory technology has gradually been proposed. Regulatory technology includes the innovative 

development of regulatory systems, rules, policies and concepts. The first thing to do is to use technology 

for financial products in gray areas. In the supervision aspect, pre-preemptive supervision methods should 

be adopted, and a steady integration of financial technology and commercial banks in risk management and 

efficiency should be gradually realized. 

 

5.3. Facilitate the transformation of cultural values 

Due to the impact of financial technology, commercial banks need to change their cultural values, detail 

division of financial service products and financial customers, identify customers’ pain points, and use 

financial technology to strengthen commercial bank’s financial products to solve problems, so as to occupy 

a share of the new financial market. 

 

6. Conclusion 

This paper analyzes the four aspects of the impact of financial technology on commercial banks, and 

explores the challenges brought by financial technology to commercial banks’ development strategies, 

traditional businesses, and business processes. Finally, we made several recommendations on the measures 

the commercial banks should take under the background of financial technology. Commercial banks need 

to improve the financial technology-related infrastructure and the main functions of regulatory technology; 

ultimately, they need to complete the transformation of cultural values, so as to better transform into a new 

type of commercial bank under the background of financial technology and regain a share of the market.  
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