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THE DIGITALIZATION OF THE FINANCE INDUSTRY:
FINTECH BENEFITS AND RISKS

In this era of unprecedented technological progress, our financial world is undergoing a profound transformation,
and this transformation is driven by digitalization. We live in an age characterized by rapid technological
advancements and the continuous integration of digital solutions into every aspect of our lives. The financial sector, an
essential pillar of our global economy, is no exception to this transformation. The digitalization of finance, often called
FinTech, has emerged as a driving force reshaping how we bank, invest, and access financial services.

According to analytical and scientific publications, FinTech is a branch of the economy consisting of companies
that use technology to provide financial services more efficiently. Companies from this industry are primarily startups
created to make a breakthrough in already existing financial systems and organizations that do not use software
products [1], organizations that combine innovative business models and technologies for the provision, expansion and
distribution of financial services[2]; the sphere of activity of technical startups, which are making a revolution in such
areas as mobile payments, money transfers, loans, fundraising, and even asset management [3]; computer programs
and other technologies used to support or provide banking and financial services [4].

Thus, the term “FinTech”, an abbreviation of financial technologies, describes a wide range of innovations in the
financial sphere and related entities [5]. “FinTech” refers to companies or representatives combining financial services
with modern, innovative technologies. As a rule, they offer online products aimed at implementing a separate financial
service (transfers, lending, investing, etc.) in a more convenient, efficient, transparent, and automated way than those
that classic financial institutions can offer.

Therefore, FinTech services are services provided by technology companies with the help of special software and
are focused on customers’ financial needs.

The evolution of “digital” in finance begins with digital banking, a transformative force that has changed how we
interact with financial institutions. The benefits are clear: 24/7 access to accounts, transparent transaction histories,
electronic fund transfers, and advanced security measures, including biometric authentication.

Online trading is another pivotal aspect of digital finance, empowering investors of all backgrounds to participate
in the global markets. The days of shouting orders on trading floors are giving way to algorithmic trading platforms
that execute trades at the speed of light. With just a few clicks or taps on a screen, individuals can buy and sell assets,
access real-time market data, and manage their portfolios. However, this democratization of trading also poses
challenges, including the need for financial literacy and risk management in a rapidly evolving digital landscape.

Fintech startups have emerged as a disruptive force, challenging traditional financial institutions and driving
innovation. From peer-to-peer lending platforms to robo-advisors and digital payment solutions, fintech is reshaping
the financial services landscape. The skill of these startups, coupled with their ability to leverage cutting-edge
technologies like artificial intelligence and blockchain, enables them to address pain points in financial services and
deliver efficient, cost-effective, and customer-centric solutions.

So, there are many potential benefits of financial industry digitalization. Among them are:

— Decentralization and diversification (observed as a result of increased competition and improved quality of
services). In Fintech lending, innovations such as extensive data analysis and loan automation reduce barriers to
market entry. The robo-advice service introduces new players to the asset management sector and, therefore, can
increase diversification depending on the variety of models used. Theoretically, the use of distributed ledger
technology could reduce concentration in the process of regulating activity.

— Efficiency (achieved thanks to modern technological platforms). The service of robo-consultations and
technologies that simplify back-office functions can strengthen the business models of existing financial institutions.
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Machine learning and artificial intelligence can help improve decision-making processes by improving the models
used by financial institutions and investors. Using algorithms to assess creditworthiness and investment opportunities
allows the platforms to operate relatively cheaply. FinTech lending platforms can reduce customer search and
transaction costs, leading to better capital allocation. Distributed ledger technology can reduce risks by reducing
settlement time.

— Transparency. Increased and better use of data can reduce information asymmetry in the financial services
market. Improved data can enable the creation of intelligent contracts more precisely targeted at the specific risks
users want to manage. FinTech lending and crowdfunding can unite the markets of households and businesses
(facilitating the emergence of SME without the participation of banks).

— Access to financial services and the convenience of their provision. Neobank allows consumers to receive
credit services and make purchases quickly and efficiently. Digital identity and TPP-based applications can support
improved quality and accessibility of financial services for end users. Robo-advisory services expand access to wealth
management for households. There is potential to develop a payments ecosystem to expand access to wholesale
payment systems for non-banks.

In the digitalization of finance, regulatory bodies play a crucial role in ensuring stability, security, and fairness.
Governments and financial authorities face the challenge of adapting existing regulations to encompass digital finance
while fostering innovation. Topics such as data protection, cybersecurity, anti-money laundering (AML), and know-
your-customer (KYC) requirements are at the forefront of regulatory discussions. Striking the right balance between
innovation and risk mitigation is essential.

As we journey through this digital frontier, we must not overlook the challenges and risks that come with it. At
the micro level, we have such risks:

— Discrepancy. Loan maturity discrepancies may arise due to securitization or if credit platforms begin to use
their balance sheets to form bridging funds.

— Liquidity risk. FinTech activities are usually not related to keeping customers’ money. For example, digital
wallet providers typically take payments from bank accounts. As a result, most FinTech loans do not have sufficient
collateral.

— Cyber risk. The greater use of technology and digital solutions expands the range and number of entry points
cyber hackers can attack.

— Dependence on third parties. Robo-advisory and FinTech lending rely on third-party data providers that may
be centralized.

— Legal risk. In the legal field, issues of legal uncertainty are related to FinTech innovations such as smart
contracts or robot advisors. The system of state regulation is fragmented and differs significantly in different countries.

— Business risk of critical financial market infrastructure. If innovative payment and settlement services grow
into critical FIMs, overall business losses may affect the provision of critical services and prevent their recovery.

Among the macro-level risks are:

— Systemic risk. Significant and unpredictable losses incurred by one FinTech platform may affect others.
Increasing automation of trading strategies (more complex algorithmic trading, social trading) may lead to new and
unpredictable shocks in the financial markets.

— Pro-cyclicality. Interactions between investors and borrowers on FinTech lending platforms are potentially
more volatile than traditional intermediation, as a sudden unexpected increase in non-performing loans can trigger a
crisis of confidence. Expanding access to cheap financing can contribute to the growth of competition between market
participants and, as a result, to a decrease in prices, leading to over-crediting of the economy.

— Excess Volatility. Algorithmic trading platforms can be more active in periods of low volatility but quickly
exit the market in periods of stress when liquidity requirements are high, thereby increasing the volatility of asset
prices. FinTech aggregators are designed to facilitate the rapid movement of cash around the banking system,
depending on changes in prices and relative indicators, which can increase the volatility of bank deposits and affect
bank liquidity.

— Systemic value. Digital currencies and wallets can themselves replace traditional bank payment systems.
FinTech aggregators can become the default means of accessing banks and applying for new bank accounts and loans.

But, as we look ahead, we see many exciting possibilities. Decentralized finance (DeFi) promises to
revolutionize traditional financial services, offering a peer-to-peer, trustless, and global financial ecosystem. Quantum
computing holds the potential to reshape financial modelling and risk analysis. Artificial intelligence-powered
personal finance tools could enhance financial literacy and decision-making. And the globalization of digital finance
can create a more interconnected and accessible financial world.

In conclusion, the digitalization of the finance industry is not just a trend; it is a revolution already in motion. It is
reshaping how we interact with financial institutions, invest, and access financial services. While it brings immense
opportunities, it also presents challenges requiring thoughtful consideration and proactive solutions.
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(I)IHAHCOB!{II?'I MEXAHI3M CTIHKOI'O ®YHKIIOHYBAHHSI CYB’EKTIB
TYPUCTHUHYHOI AIAJIBHOCTI HA 3ACAJIAX PEAJIT3AIII KOHLEIIIII VBM

3Ha4YCHHS TYPUCTHYHOI 1HIYCTpii K OJHOTO 3 MPIOPUTETHUX BHIIB €KOHOMIYHOI MiSUTBHOCTI ISl YKpaiHu, 5K 1
IHIIMX KpaiH, [OI0 MaloTh TYPUCTUYHHUH IOTCHIaJl, BU3HAYAETHCS THM, IO I Taly3b € JDKEPEIIOM BAJOTHHX
HA/IXO/DKEHBb, CTBOPIOE po00UYi MICIS 1, TaKUM YHHOM, CIpHA€ MiABUIICHHIO pPIiBHA 3aifHATOCTI HACEJCHHS,
30UTBIIICHHIO HAJXOKECHD 10 e KaBHOTO OFODKETY 1 MOKpaIIeHHIo aTixHoro O0anancy i BBII kpaidu, mo3suTHBHO
BIUIMBA€E Ha piBeHb JOOp0oOyTY HaceneHHs. Y CrpaTerii po3BUTKY TypH3My Ta KypopTiB Ha mepioa 1o 2026 poky [1]
3a3HAYAETBCS: «... BHECOK Typu3My a0 cBiroBoro BBII 3 ypaxyBaHHsAM HempsMmoro edekty craHoButh 10 %, a
3arajbHa KUTBKICTh pOOOYHX MICIb, IO IPSMO a00 OMOCEPEIKOBAHO CTOCYIOTHCS ChepH Typu3My, CTaHOBUTH 11 %o».
Ile € cBimueHHsSM TOro, MO chepu TypU3My Ta KYpOPTIB JOIIIBHO PO3TIIAAATH CEpel OCHOBHHMX Taiy3eH, sIKi
BIUIMBAIOTh Ha 3araJlbHUN CTaH i TEH/AEHIIi PO3BUTKY CBITOBOI EKOHOMIKH.

Ha po3BHUTOK TypHUCTHYHOI raiy3i BIUIMBAIOTh HE JIMIIEC BHYTPIIIHI YNHHUKY KpaiHU, a i YUHHUKH TI00aIbHOTO
XapakTepy, cepell SIKMX HAaHOUThII 3HAYHUH BIUIMB B OCTaHHI poku cupuumHmia magaemis COVID-19. HesakonHa
aHeKCis JacTWHU TepuTopiii Ykpainm, mo BinOymacs y 2014 pomi, a 3 2022 poky — po3B’s3ana PO BiliHa mpoTtu
VYKpaiHu, CIpUYMHWIN HETAaTHBHI HACHIAKH Ul 0araThbOX raiy3eil eKOHOMIKM YKpaiHH, cepel SKHX OIHI€I 3
HAMOLIPII TTOCTPaXXKJATUX BUSBWIIACS TypUCTHYHA. Tak, BigmoBigHO 1m0 [2], OropkeT YKpalHH BTPaTHB TPETHHY
HAJIXOJUKEHb BiJ] TypH3My, a 3Ha4HA YacTMHA KOMIIAHIH 3aKpWIIMCS, IO CTAIO PE3yJIbTaTOM 3MEHIICHHS B’I3HOTO
TYPUCTHYHOTO TMOTOKY, CKOPOYEHHsS MOXIMBOCTEH TYypUCTHUYHOI IHIYCTpii SK Ha BHYTpIIIHBOMY, TaKk 1 Ha
30BHIIIHFOMY TYPUCTHYHOMY PHHKAX. 3a3HAYCHE CBIAYUTH PO HEOOXIMHICTh JOCHIKCHHS YAHHUKIB, SIKi BIULTHBAIOTh
Ha YMOBH Ta MEPCHEKTUBU PO3BUTKY TYPUCTHYHOI Traiy3i YKpaiHH, Ta MOUIYKY Cy4aCHUX MEXaHI3MIB (DiHaHCyBaHHS
Cy0’€KTIB TYPUCTHYHOT HisTIBHOCTI.

Tak, ocHOBHUMH (haKTOpaMH, SIKi BIUIMBAIOTh HAa C(EKTHBHICTH MISIIBHOCTI Ta PO3BUTOK TYPHCTHYHOI cepu
Kpainwy, €: (1) neprkaBHa MoJiiTHKa Ta Ii CIPSIMOBAHICTh Ha cdepy HiIIPUEMHHULTBA y cdepi Typusmy; (2) cTabiIbHICTh
(hiHAHCOBO-CKOHOMIYHOI CHCTEMH KpalHH Ta ii BIDIMB Ha CTaH i MOXIHUBOCTI PO3BUTKY OizHecy; (3) Oe3meuHicTh
cepeloBHUINa Il PO3BUTKY TypU3My B KpaiHi; (4) skicTh opraHizamii (iHaHCOBOTO MEHEIKMEHTY Ha IiAMPHEMCTBI.
PiBeHp Ta sKicTH cHCTeMH (PIHAHCOBOTO MEHEDKMEHTY, Ha BIJIMIHY IHIIMX — 30BHIIIHIX BiIHOCHO KOHKPETHOTO
cy0’eKkTa MiANPUEMHUNTBA, (DaKTOpiB, AOIMIBHO BiHECTH IO YHHHHUKIB BHYTpIIIHBOTO piBHA. Lle oOymoBirO€E
JOUITBHICTE onTuMizamii (QyHKIIT (iHAHCOBOTO MEHEIKMEHTY TYPHCTHYHOTO MIANPHEMCTBA SK TOJIOBHOI I
CTPAaTEeTiYHOTO YIPABIiHHSA Ha MiKpOPIBHI.

3BaXkalo4yM Ha MPEeIMEeT AOCII/KEHHs JOUUILHO OUIbIN JAETaJbHO 3YMHUHUTHCS Ha OCOOJMBOCTSX 1 Cy4acHHX
KOHIIETIIIISIX PO3BHUTKY (DiHAHCOBOTO MEHEKMEHTY 3arajioM Ta Cy0’€KTiB TyPHCTHYHOI JisSUTBHOCTI 30KpeMa.

[Ipo6nemu edekTUBHOTO (hiHAHCOBOTO MEHEPKMEHTY 3HAMIUIM BiTOOpaXCHHS B MpAIIX TaKUX 3aKOPAOHHHX i
BITYM3HSHUX HayKOBIB sik: bpeitni P., Ban Xopu JIx. K., lamiii O., Komnac b., Kopiaes B., C. Maiiepc, M. Mimiep,
®. Moninesni, [llepemer. A. Tta iHmmx. JloCUTH IPYHTOBHUM JONIJIFHO BU3HATH HociimkeHHs A. KymiHcbkoi [3], sxi
MIPUCBSIYEHO BHBYEHHIO OCOOJMBOCTEH (piHAHCOBOTO MEXaHI3My HiANpPUEMCTB TypucTHUHOI cepu. 0. Bepnanos y
cBOiH mpani [4] Hagae XapakTepUCTHKY (DIHAHCOBOTO MEXaHI3MY PO3BHUTKY TYypH3MYy 3 IO3MILII MicueBoro piBHs. H.
Konenna xapakrepu3ye MexaHi3m (iHaHCcOBOro 3abe3ledeHHs MiJNPUEMCTB TYpHU3My B KOOpAMHATax peasizarii
CTpaTeriyHoro MOTEHIialy peKpealiifHoi cucTteMu perioHy [5]. ABTOpM IHIIMX HayKOBHX Ipalb (piHaHCYBaHHS
KypOPTHO-PEKpeanifHOro KOMIUIEKCY PO3IIISIAlOTh K CKJIaoBY Po3BUTKY chepu Typmsmy (O. [lyGosikosa [6], T.
Kocrenko ta O. YHaiikoscrka [7]).

Cepen cy4acHHUX KOHIICTIIIH MEHEPKMEHTY OJHI€I0 3 HAMO1IBIIT MOMYJISPHUX B 3aX1THOMY CBIiTi CTaa KOHIEIIis
BapTicHO-opieHTOBaHOTO yrnpaininHs (Value Based Management — VBM), sika 3'siBunacs Ha modatky 80-x pokiB XX
CT. 1 YCIIIITHO 3aCTOCOBYETHCS OUTBIIICTIO 3aKOPJOHHUX KommaHii [8]. Jlo mepeBar 3acToCyBaHHS JaHOTO MiIXOMY
BYEHI BIJHOCSTH: MO3WTHBHI 3MiHHM Ha IiANPHUEMCTBAX, SIKi BIPOBAPKYIOTh JaHY KOHIIEMIIIO; CIPUSHHS ajanTamii
MiATPHEMCTBA O HACTIAKIB KPHU30BHUX SIBHUII B II0OANbHIA €KOHOMIIll; Opi€HTAIi0 HA JOCSATHEHHS IIJIEH cTaysoro
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