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Abstract – This study aimed to analyze the impact of financial innovation and the development of 

banking products on the banking sector and the economy in general.  Research methodologies based on 

literature review and previous studies in this field were used. 

Key findings suggest that financial innovation plays a crucial role in improving banking services, 

facilitating access to financial services and improving customer experience.  Innovative banking products 

enable customers to access advanced and more efficient banking services. 

However, security challenges emerge as a vital complement to financial innovation.  Banks must consider 

strengthening security strategies and effectively forecasting the financial risks associated with it, as well 

as constant attention to cyber security and ways to deal with electronic threats. 

The conclusions of this research indicate that financial innovation is crucial for the banking sector in the 

era of digital technology in light of great global competition, and that significant benefits and returns can 

be achieved from it. In this context, banks must develop sustainable strategies that ensure security and 

compliance with regulations in this rapidly changing context. 
 

Keywords – Financial Innovation in Banks; Developing Banking Products; Financial Security Challenges; The Sector is 

Banking.

I. INTRODUCTION 

The banking industry is witnessing a revolutionary 

transformation with the advancement of 

technology and the emergence of financial 

innovations.  This period can be described as an era 

of banks' openness to new worlds of opportunities 

and challenges. These innovations attract 

customers' attention and evolve their banking 

experiences, as innovative banking products and 

new business methods in the banking sector 

become an integral part of daily financial life. 

Financial innovation and the development of 

banking products are the main focus of this change, 

as its impact on the banking sector extends greatly.  

This research context raises questions about how 

this innovation affects bank performance and the 

stability of the financial system. It is important to 

realize that financial innovation is not just a 

technical field, but rather financial experiments 

that bring about changes in the lives of individuals 

and companies.  Innovation can increase efficiency 

and provide better access to banking services The 

aim of this research is to explore and understand 

the world of financial innovation and the evolution 

https://as-proceeding.com/index.php/ijanser
mailto:thameur.oussama@univ-msila.dz


International Journal of Advanced Natural Sciences and Engineering Researches 

 

130 
 

of banking products and how they can impact the 

banking sector and the economy as a whole. 

II. FINTECH GOALS: 

Financial technology seeks to achieve a number of 

goals, the most important of which are:]1 [ 

A. Speed: Financial technology products and 

services often rely on technical technology to 

complete procedures and operations, and this 

means providing a faster pace of financial services. 

B. Spread: Financial technology products and 

services can cross borders, as they can serve 

customers who do not belong to a single 

geographic location. 

C.  Lower cost: Financial technology seeks to 

reduce the current cost, thus allowing a greater 

number of users to access financial services, 

especially unbanked companies and individuals. 

D.  Comparison: Financial technology services 

and products enable customers to compare many 

companies and banks in terms of financial service 

and prices. 

E. More privacy: Financial technology services 

and products are designed according to customers 

personal desires. Each bank has different needs 

from the needs of other banks, and this can be 

accessed through a number of channels. 

III. THE ROLE OF FINANCIAL INNOVATION IN 

ACHIEVING BANKING COMPETITIVE ADVANTAGE: 

Innovation in banking, whether in the production 

and provision of banking services, or in its 

marketing and distribution, and even in its pricing, 

is one of the basic components of the bank’s 

survival and continuation, and it is the basic input 

into the escalating competition in the banking 

market . [2] 

 The institution's adoption of creativity and 

innovation helps it gain competitive advantages 

that enhance its competitive position in the 

changing and highly competitive market, and this 

is through improving the quality of products and 

reducing costs, i.e. reducing prices, speeding up the 

introduction of new products, and changing 

production processes, in addition to meeting the 

needs and desires of consumers through  Renewing 

and developing products, as well as developing 

production methods and processes, all of this in 

order to improve the image of the institution and 

support its position and market share.When 

innovation relates to production processes, it gives 

an organization a cost advantage. In this case, it 

can either implement a strategy to reduce prices or 

a strategy to increase margins.  Also, when 

creativity relates to products, the organization 

distinguishes itself from its competitors.  

Differentiation strategy is often adopted by 

innovative small and medium enterprises that can 

coexist side by side with large groups. Even if 

creativity provides a competitive advantage, its 

profitability is uncertain and there may be a risk of 

hindering the progress and development of the 

enterprise. [3] 

The competitive advantage of the financial service 

does not remain stable or for a long time without 

development processes being carried out in 

accordance with the requirements of the market 

and existing competition, because it is possible for 

the process of imitation of the same service to take 

place, and thus it does not differ from others and 

loses its competitive advantage.  [4] 

IV. INNOVATIVE FINANCIAL SERVICES: 
  Financial innovation can be classified into three 

groups, and each group contains several channels, 

as follows: 

A. Automated teller machines: These are 

automated teller machines (ATM), which are 

automatic banking machines that help customers of 

the banking institution complete the withdrawal of 

cash amounts without any assistance. ATM 

services are a good example of exploiting modern 

technologies in banking services, which help 

relieve the pressure on the customer in meeting his 

daily financial needs outside the official working 

hours of those banks. The services provided by the 

ATM enable customers to obtain some banking 

services 24 hours a day.  All days of the week, 

these services include:  

- deposit and withdrawal. 

- Obtain a brief statement of account. 

- Cash withdrawal in various. . 

-  national and foreign currencies. 

-  Balance inquiry. 

- Request a check book. 

- Change the password. [5] 
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B. Mobile banking: Modern technologies are 

changing the way products and services are 

delivered in the banking sector. One of these 

technologies is mobile banking, as this service has 

made banking services more efficient and 

effective, and this service increases customer 

comfort. [6] 

  The availability of mobile applications enables 

most banking services to be obtained, as the 

customer has the freedom to carry out most 

banking activities at home. [7] 

C. Points of sale: It is one of the newly 

innovative financial tools that is provided by the 

financial institution to its customers who have 

financial accounts in the bank and possess bank 

cards or credit cards through which the customer 

can pay for their purchases, as the price of the 

goods and services that customers obtain is 

deducted through  POS device. The use of point-

of-sale (POS) technologies, which is one of the 

advanced banking technologies, uses information 

and communications technology (ICT) applications 

in banking operations, which are means that 

facilitate the transfer of bank deposit funds from 

the bank to the customer, as the customer has the 

right to withdraw from his deposits in the current 

account.  Any amount through points of sale 

(POS), which is one of the means that motivates 

banks to compete in acquiring this technology. The 

point-of-sale (POS) service is one of the services 

that reduces costs for banks on the one hand and 

for customers on the other hand, because customers 

can access their accounts through these devices, 

which are available 24 hours a day, as this service 

allows customers to withdraw amounts from...  

Their accounts anywhere and at any time, with the 

withdrawal amount automatically deducted from 

the customer’s bank account in exchange for a 

small commission. [8] 

 

D. Electronic clearing and automatic settlement: 

Technical development in the field of 

communications has led to the emergence of new 

types of banking services with the aim of reducing 

effort and time, including what is expended in 

settling accounting entries arising from banking 

operations, by relying on electronic mechanisms 

that help in conducting the entry settlement on  

Level of bank or interbank accounts. [9] 

V. RISKS OF DIGITAL TECHNOLOGIES AND 

MODERN FINANCIAL INNOVATIONS FOR BANKS: 

Risks resulting from heavy reliance on external 

technology and service providers and the costly 

investments that may be required: This heavy 

reliance on external technology and service 

providers within financial technology adoption 

policies requires a sharp increase in demand for IT 

security services and the resulting increase in the 

volume of  Those investments and expenses 

associated with financial technology insurance and 

protection services. [10] 

Risks associated with the Internet resulting from 

deficiencies in the connection of computer-based 

systems with each other: These interconnections 

include many weaknesses that may allow them to 

be hacked and exploited by Internet hackers.  In 

this area, it can be noted that information 

technology crimes are the second most common 

crime in the business sector after IT crimes. [11] 

The possibility of a decline in bank revenues:  

This is the result of the increasing ability of new 

service providers to reduce bank revenues, as 

financial technology companies provide financial 

services similar to traditional banking services after 

technology companies have transformed from 

providing financial companies with technological 

solutions to competing with financial companies.  

In light of this, some estimates indicate that 

between 10%-40% of revenues, and between 20%-

60% of profits from retail banking services, are at 

risk of disappearing over the next ten years. [12] 

Difficulty in evaluating: The use of algorithms in 

other areas such as securities trading creates 

ambiguity for organizations, as some data and 

analytics models make it difficult for authorities to 

assess the efficiency of models or unexpected risks 

in new markets. [13] 

 

RESULTS 

1.Research shows that financial innovation 

contributes to improving banking services and 

reducing practical costs. Through developing 

innovative products such as banking applications 

and electronic payment services, which enhances 

customer experience. 

2.The research shows that financial innovation 

can contribute to expanding and facilitating access 
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to financial services to individuals and non-

banking companies, especially in remote and 

underserved areas.  Which promotes sustainable 

financing and economic development. 

3.The research has shown that banks’ adoption of 

financial technology can help significantly reduce 

operational costs through automation and 

improving the efficiency of operations. 

4.The research shows that banks that adopt 

financial innovation strategies are more 

competitive in the banking market, which 

contributes to stimulating economic development. 

5.Research shows that there are security 

challenges associated with financial innovation, 

such as threats of cyber hacking and theft of 

financial information, which require strong 

measures to ensure financial security. 

6.The results show the importance of cooperation 

between traditional banks and technology 

companies to invest in innovation and provide 

advanced banking services. 

7.The research indicated that financial innovation 

stimulates competition among banks, forcing them 

to improve their services and innovate new 

products to better meet customer needs. 

8.The research indicated the importance of 

encrypted digital currencies (such as Bitcoin) in 

changing the way money and financial transactions 

are dealt with, which requires studying their impact 

on traditional banks. 

VI. DISCUSSION 

1.Financial security challenges: Financial 

security challenges must be seriously addressed, 

including the threats of cyber hacking and the 

potential for financial fraud. 

2.Banks and financial institutions must invest in 

technology and develop innovative financial 

products to meet customer expectations and 

improve their experience. 

3.Cooperation between the two sectors: 

Cooperation must be strengthened between 

traditional banks and financial technology 

companies to benefit from the advantages of 

innovation and provide advanced banking services. 

4.Continuous learning and development: 

Professionals in the banking sector should continue 

to learn and develop their skills to keep pace with 

ongoing technological changes. 

5.Leverage data: Banks should effectively exploit 

big data to analyze customer behavior and provide 

personalized banking services. 

6.Motivation for innovation: The culture of 

innovation must be encouraged within banks by 

motivating employees to propose new ideas and 

experiment with innovative solutions. 

7.International Partnerships: We encourage the 

strengthening of international cooperation and 

partnerships in the field of financial innovation to 

exchange experiences and knowledge. 

8.Continuity in evaluation: Banks must 

periodically review and evaluate their financial 

innovation strategies and adapt them to changes in 

the banking environment. 

9.Strengthening vocational education: Vocational 

training and education for employees in the 

banking sector should be strengthened to develop 

their skills in the field of financial technology. 

10.Invest in R&D: Banks should invest in fintech 

research and development for sustainable 

innovation.. 

VII. CONCLUSION 

In this research, the impact of financial innovation 

and the development of banking products on the 

financial services sector is explored.  The most 

important conclusions of this research were to 

emphasize the importance of financial innovation 

as a critical factor in improving banking services 

and enhancing access to financial services.  It has 

also been shown that financial innovation can play 

a major role in supporting economic growth and 

enhancing financial sustainability.In addition, the 

need to focus on security challenges in the field of 

financial innovation, including cybersecurity 

threats and financial data protection, was 

emphasized.  We must also continue to develop the 

regulatory framework and intensify efforts in the 

field of vocational training and education to 

confront these challenges.Key recommendations 

from this research highlight the importance of 

banks investing in technology and financial 

innovation to improve their services and enhance 

customer interaction.  Collaboration between the 

banking and technology sectors must also be 

strengthened to harness the benefits of innovation 

and improve sustainable finance. 

REFERENCES 

 



International Journal of Advanced Natural Sciences and Engineering Researches 

 

133 
 

[1] Oussama, Thameur. (2022). Financial Technology as a 

Mechanism for Developing Banking Financial Services 

in the COVID-19 Crisis: A Case Study of Salam Bank 

Algeria. In the conference proceedings of "Financial 

Technology as a Mechanism for Enhancing Digital 

Financial Inclusion in the COVID-19 Crisis" (p. 4). 

Algiers, Algeria. 

[2] Kanjouk, C. A. (2012). Banking Innovation in the 

Knowledge Economy. International Journal of Islamic 

Economics, Volume 10. 

[3] Bakhti, J. (2022). Financial Innovation and Financial 

Engineering and Their Role in the Development of the 

Financial and Banking Sector. *Algerian Journal of 

Management Sciences*, 1(01), 85-97. 

[4] Al-Bakri, T. Al-Rahoumi (2008). Financial Services 

Marketing. Jordan: Ithraa Publishing and Distribution. 

[5] Meena, M., Rathi, R., & Parimalarani, G. (2020). 

Impact of Digital Transformation on Employment in 

Banking Sector. *International Journal of Scientific & 

Technology Research*, Vol. 9, Issue 01. 

[6] Hossain, Skalamgir, Bao, Yukon, Hasan, Najmul & 

Islam, Farijul. (2020). Perception and Prediction of 

Intention to Use Online Banking Systems: An Empirical 

Study Using Extended TAM. *International Journal of 

Research In Business And Social Science*, Vol. 9, No. 

1. 

[7] Mujinga, Mathias, Eloff, Mariki & Kroeze, Jan H. 

(2018). System Usability Scale Evaluation of Online 

Banking Services: A South African Study. *South 

African Journal of Science*, Vol. 114, No. 3/4. 

[8] Tahir, Safdar Husain, Shah Said, Arif, Fatima Ahmed, 

Gluzar & Aziz, Qaria. (2018). Does Financial 

Innovation Improve Performance? An Analysis of 

Process Innovation Used in Pakistan. Journal of 

Innovation Economics & Management, Vol. 3, No. 27. 

[9] Shani, Qasim Hassan, and Al-Rubaie, Ibrahim Ismaeel 

Ibrahim (2018). Liability of the Drawee Bank for 

Honoring a Forged Check Through Electronic Clearing: 

A Comparative Study. Al-Muhakik Al-Hilli Journal of 

Legal and Political Sciences, Volume 10, Issue 2, 

University of Babylon, College of Law, Iraq. 

[10] Welsh, Chris. (2016). The Dark Side of Technology. 

Finance & Development, International Monetary Fund, 

September 2016, p. 17. 

[11] Al-Zahari, Z., & Hajjaj, N. (2018). Financial 

Technology and the Financial Payment Revolution: 

Reality and Prospects. Al-Ijtehad Journal of Legal and 

Economic Studies, Volume 07, p. 69. 

[12] Abdulhakim, I., & Jamal, J. (2020). Modern Financial 

Technology andp Its Impact on Banks and Financial 

Institutions. *Al-Asil Journal of Economic and 

Administrative Research*, 4(1), 113-126. 

[13] Abu Karsh, A. M. (2019). The New Era of Financial 

Technology "Fintech." *Journal of Financial and 

Banking Studies*, 26(vol), p(11) 

 


