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Abstract 

There has been noticeable development in the economy of India since past decade. Banking and finance sector 

has very substantial role in development process. Banks are the support of every economy, backbone of any 

country. Banks play a vital role in activating and sustaining economic growth, mostly in developing 

countries. These sectors has changed with changing demographics and priorities of public, also are greatly 

been effected by fast changes in technology and the regulations. Banks and financial institutes have to change 

the way of its operations. Banking and finance sector are both public and private sector. Digital 

modification & Fin-tech has altered the traditional banking industry. Online and mobile banking are 

becoming more preferable, allowing customers to access their accounts and conduct transactions from 

anywhere at any time. Artificial intelligence (AI) has changed the banking and financial industry. New 

financial companies such as fin-tech companies and digital banks, are challenging traditional banks by 

offering innovative products and services. This paper makes an attempt to highlight the challenges faced by 

Banking and finance and suggests some possible measures for its growth. The study found that public sector 

banks are still behind the private sector banks in terms of modernization, overworked service offerings, lower 

profitability, loads of NPA. This study is based on secondary data.  
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Introduction: 

  Banks are the support of every economy, backbone of any country. So, it is very 

important that banks remain healthy, prospering and flourishing. Otherwise, a financial issues can 

effect a country and thus leading to losses and it can collapse. This is especially true for 

developing countries like India. Banks play a vital role in energizing and maintaining economic 

growth. The banks are the support of any economy.  In India banks face different kinds of 

problems like profitability, Liquidity and financial stability. The banking and financial industry is 

undergoing a systematic change. There is strong competition from Fin-techs. There are 

challenges of moving business models, growing regulation and agreement pressures, and complex 

technologies which are changing the financial businesses. The growth of Fin-tech and start-ups is 

changing the world of financial services. The traditional banking systems have to change the way 

of doing business. The rules and regulations have become more complicated. The data privacy is also 

an important concern. Now a days the customer demands are growing, they are interested in 

personalized services, 24 by 7 availability, prompt service etc. All these banking and finance industry 

challenges can be overcome by the new technology which has created this trouble. But it is not an easy 

task. Banks need transformation to survive and flourish in the current scenery.  It is must for the 

Banking and finance sector to come out of traditional practices and adopt the changing environment 

and modern practices. 

Objectives: The objectives of this research is to study: 

1. Digital Banking and Fin-tech in India. 

2. Trends in Banking and Challenges Banking and Finance industries facing now a days. 

3. Suggestions to overcome the challenges in banking and finance. 

Methodology: 

The secondary data in this research paper is collected from various reports, journals, news 

articles, various bank portals. Various reports are referred which are published on RBI portal. The  

internet sources on digital Banking and finances, reports and information published by Insurance 

Regulatory and Development Authority, Bank Authority and RBI, relevant data and study of previous 

research papers published on Banking and finance are been referred for information.  
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The study for this paper is based on secondary data. This paper tries to look into Banking and finance sector of India. 

Discussion: 

Recent Changes in Banking, Finance and Insurance sectors are as follows:  

1. New Fin-tech firms are now a days creating challenge to the traditional financial institutions. This is probably due to the 

changing customer demography and expectations of young techno savvy customers. 

2. The mode of transactions have changed now a days. Digital payment, mobile payment using UPI, Electronic payment 

services, RTGS, EFT (electronic fund transfer), electronic clearing services, UPI, mobile-banking, are some new ways. This  

has changed the banking practices in the market. Today finance companies are using online payment, telephonic, virtual and 

online advisory services. The multi-distribution, product innovation, claim management etc. has become common in financing 

sector.  

3. The digital infrastructure has become inevitable, more forceful as more consumers are comfortable with online transactions. 

The banking industry have to move to modernization for day to day services, lending services, etc. whether business-to-

consumer or business-to-business in online form. 

4. Regulators of banking like RBI, Central Government, State government have put additional stress on the sector with open-

banking initiatives, consumer protection initiatives, and  regulatory capital requirement etc. 

Challenges 

Challenges before the Banking and Financial Services industries are growing at a alarming rate. These challenges are 

New technology, new competitors, and a shifting digital scenery, which are placing increasing pressure on banking institutions. 

Also Fin-techs are increasing which have targeted  gainful areas in financial services. In order to face all this a traditional banks 

and credit sector must learn from new innovations, technologies and  Fin-techs. They are all booming due to a easy and intuitive 

customer experience. 

In Cities and Urban areas people are familiar with banking system but there is need to pay more focus on rural Banking. 

There is huge portion of the population that is not using banks or not aware of importance of bank, they require financial literacy. 

Government is assisting Indian Banks for focusing on it to increase the business growth. 

Cultural Shift 

Now we are in the Age of digitization and AI, Artificial intelligence. AI has also entered in  banking and financial 

industry. In this digital world, there’s no place for hand-operated processes and systems. Banks and financial institution need to 

think of technology-based methods. Therefore, it’s important that banks and financial institutions promote innovation. The culture 

is shifting and changing rapidly  in which technology is there to raise existing system and operations for maximum efficiency. This 

cultural change toward a technology is for acceptance of digital transformation.  

Regulatory System 

Bank regulations have bulged after the  Financial Crisis. Collaboration among banks, central banks and regulators is 

needed to work more effectively together. There is increase in regulatory fees for earning, other charges and thus there is credit 

losses since the 2008 fiscal crisis which is a concern for financial institutions. 

Rising Expectations 

Today the consumer is smarter knowledgeable,  and more informed than before. He has high expectations in regard of 

comfort in banking. Changing customer sociology play a major role in expectations. Young generation of banking customers has 

more understanding of technology. As a result, there is increased expectation of digital experiences. There is a challenge to satisfy 

both older generations and younger generations of banking customers at the same time. This is only possible by integration of 

traditional and modern banking. When banking industry combine digital experiences into conventional bank branches then both 

generation will be satisfied. In financial services customers expect custom-made services through simple and intuitive edges on any 

device, anywhere, and at any time. 

Customer Retention 

The customer retention is another issue or challenge faced by Banks today. Although customer experience can be hard to 

calculate. The customer commitment is becoming an endangered concept. Customer commitment is an effect of client relationships 

that begin with knowing the customer and their expectations and solving customers problems. The banks and Financial institution  

should achieve customer holding by implementing an ongoing client-concentric approach. 

Security Problems 

With a periodical failure over the past few years, security is one of the leading banking industry challenges, as well as a 

prime concern for bank and Financial institutions and customers as well. The security of social media channels and the security of 

the IT infrastructure and all the data it holds is one of the most important challenges.  As a result of cloud transitions and supply 

chain issues the  security breach is an issue. Financial institutions must invest in the latest technology-driven security measures 

such as Authentication, regular checking, to keep customers safe. 

Cyber Security  

Another challenge that bank and finance companies face is cyber security. Due to the type of data and the absolute 

amount of data being collected, banks and finance companies must remain extremely watchful against threats such as to be able to 

properly  safeguard customers’ data and their online documents. For customers, the issue of cyber security is a key factor in their 

decision when choosing a bank. 
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Continuous Innovation 

All business to be successful requires perception, better client relationships, and continuous innovation. The good and 

impressive practices throughout the industry can provide valuable insight, helping banks and finance companies to stay 

competitive. The impact of Fin-tech on traditional banking models is noticeable, affecting every aspect of the financial industry. 

There are challenges of relationship and cooperation between Fin-tech and traditional banking models which also gives 

opportunities for enhanced efficiency, improved customer experiences, and a more flexible and adaptive financial sector. 

Continuous innovation is sometimes time consuming and unrealistic. 

Solution 

Challenges of Digital Banking and Fin-Tech will remain for sure. But with the precise team to support the activity, 

digital transformation is possible. The financial services team is also helping banks in this matter. With a wide variety of products 

and services custom-made to the banking and financial industry many challenges can be resolved. Data science expertise, business 

intelligence, Artificial intelligence i.e AI and other technologies are here to help banking and financial organization tackle banking 

industry challenges. During difficult times such as a  pandemic time,  by using the best way to solve the functional and regulatory 

issues, the banking industry did well. Banking, finance and Insurance sector has to keep in mind that sustainable success in 

business requires sensibility, gracefulness, good client relationships and continuous innovation. 

Conclusion 

This paper has shown that digital innovation is bringing about important changes.  Digital banking and fin tech has 

made transformation in banking market. Customers can easily pay their bills, transfer money from one place to another and easily 

check the bank details with convenience of  place and time. The Indian banking and finance industry has seen a absolute 

transformation in recent years. The present-day environment of digital banking and fin-tech has both opportunities and  

challenges for the banks and finance companies. Convenience, efficiency, fast and transparency are the primary benefits of  the 

technology-enhanced financial services. Most people are now familiar with technology as it influences their lifestyle. The Indian 

banking system has been transformed by financial technologies like UPI, Internet Banking, Mobile Banking, Mobile Wallet, QR 

Code, etc. By applying more up-to-date solutions and technological security measures, the benefits can be enjoyed, and the 

challenges can be easily balanced. There is no doubt that digital banking has greatly improved consumer services and the way that 

banking services are provided. To make digital banking all-purpose, the Indian banking industry will need to overcome number of 

obstacles. Especially to hazards associated to confidential client information and internet fraud,  also the potential of cyber threats, 

which might seriously damage banking services. It is necessary to see how the banking industry handles these difficulties. Also, the 

government and other parties involved must play a significant role. The  rigid plan or strategy, is essential to ensure new and 

updated services but this should be tested before being launched. It is essential for the banking and financial industry to meet the 

complex savings and financial needs of the economy. 
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