Journal of Islamic Economics, Management, and Business (JIEMB)
Vol. 8, No. 1 (2026), 62-76, DOI: 10.21580/jiemb.2026.8.1. 29979

Magister of Sharia Economy, Faculty of Islamic Economics and Business
Universitas Islam Negeri Walisongo (p-ISSN: 2721-0197; e-ISSN: 2721-0324)
Published online in http://journal.walisongo.ac.id/index.php/JIEMB

Synergy and Disruption: An Analysis of
Fintech's Role in Digital Innovation and
Increasing the Profitability of the JIEMB | 62
National Banking Industry

Eva Tia Putri!, Mansur Chadi Mursid?

UIN K.H. Abdurrahman Wahid, Faculty of Islamic Economics and Business,
Department of Sharia Economic, Central Java, Indonesia

evatiaputri@gmail.com! mansur.chadi.mursid@uingusdur.ac.id?

Abstract

The rapid development of financial technology (fintech) has significantly transformed
Indonesia’s banking industry through technological innovation, service digitalization,
and enhanced operational efficiency. This study aims to analyze the dual role of
fintech—as both a synergy and a disruptor—toward banking performance and digital
innovation. Findings from recent literature and empirical studies indicate that
collaboration between banks and fintech firms, including the implementation of open
banking, digital payment systems, and APl-based services, improves service
effectiveness, expands financial inclusion, and accelerates digital transaction growth.
However, fintech penetration in payment services, digital lending, and retail financial
products simultaneously creates competitive pressure on bank profitability,
particularly through margin compression and shifts in consumer behavior. The study
highlights that the impact of fintech is not uniform; instead, it is strongly influenced
by banks’ strategic responses, digital readiness, and their ability to manage emerging
risks and opportunities. This research contributes to a deeper understanding of the
fintech—banking relationship and provides strategic recommendations for banks and
regulators in navigating an increasingly competitive digital financial ecosystem.
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Introduction

The development of financial technology (fintech) over the past decade
has fundamentally changed the global financial services landscape,
including in Indonesia. The digital transformation accelerated by the
COVID-19 pandemic has strengthened the adoption of digital services
in the banking sector, particularly through increased use of mobile
banking, digital payments, e-wallets, and embedded finance
mechanisms. This situation has pushed banks to aggressively pursue
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digital innovation to maintain competitiveness amidst growing consumer
preference for fast, easy, and integrated financial services. This
phenomenon emphasizes that fintech plays a role not only as a
supporter of innovation but also as a disruptive force affecting traditional
banking business models. In Indonesia, collaboration and competition
between fintech and banks have intensified since the implementation of
open banking standards such as SNAP and the implementation of the
BI-FAST infrastructure. This synergy has been proven to improve banks'
operational efficiency through accelerated verification processes, API
integration, and the development of banking super-apps such as Livin'
by Mandiri. However, on the other hand, fintech penetration into
payment services, retail lending, and Buy Now Pay Later (BNPL) has
put significant pressure on bank profit margins, primarily through
declining Net Interest Margin (NIM) and increased competition for
customer acquisition (Aysan & Nanaeva, 2022). While several recent
studies have shown that fintech can expand financial inclusion and
improve industry efficiency, empirical evidence regarding its impact on
bank financial performance remains mixed. Some studies find a
negative impact of fintech on bank profitability, primarily due to
increased competition in the payments and consumer credit segments,
while others demonstrate a positive impact through increased efficiency,
digital banking growth, and strategic fintech-bank partnerships. These
inconsistent findings indicate a significant research gap, particularly in
the context of post-pandemic Indonesia, which is experiencing the
greatest acceleration of digitalization in the modern history of the
financial sector (Kirowati et al., 2025). Based on this gap, this study
seeks to comprehensively analyze how fintech plays a synergistic and
disruptive role in digital innovation and the profitability of the national
banking industry. This research provides academic contributions by
presenting a dual-impact fintech mapping, as well as practical
contributions through strategic recommendations for banks and
regulators to manage digital transformation sustainably.

Literature review
Fintech and the Transformation of Banking Services

The presence of Financial Technology (Fintech) has driven
significant transformations in conventional banking services, both in
terms of operational efficiency and accessibility. For example, in the
article "The Impact of Fintech on Banking Development," the author
found that fintech helps provide more innovative and accessible
financial services, improves banking operational efficiency, and
expands access to services (Rahman, 2023). Furthermore, in The Role
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of Financial Technology (FinTech) in Increasing Financial Inclusion in
Indonesia, fintech is examined as an instrument for increasing financial
inclusion in Indonesia, especially for segments of society previously
underserved by traditional banking services. This study shows that
fintech can expand the reach of financial services and reduce barriers
to access(Dm & Penelitian, 2025). This is consistent with research that
suggests the adoption of digital banking services and fintech tools has
led to a shift in the banking service model from physical to digital
services, and suggests that conventional banks need to adapt to remain
relevant in the digital era. Digital Banking, Fintech Payment, and Fintech
Lending Influence the Financial Performance of Conventional Banking
shows that digital banking and fintech payment services have an impact
on the performance of conventional banks.

The Impact of Fintech on Bank Profitability and Financial Performance

Regarding bank financial performance, numerous empirical
studies have examined how fintech affects bank profitability, with mixed
results. In the study "Fintech, Profitability, and Efficiency of Conventional
Commercial Banks in Indonesia," the authors used data from banks
listed on the Indonesia Stock Exchange (IDX) for the period 2016—2021
and measured fintech through P2P lending transaction volume. The
results show that fintech has a significant negative impact on profitability
(measured by ROE), although bank efficiency (e.g., NIM) can mitigate
this negative impact (Saputra et al., 2023). However, not all studies
show a negative impact. The article "Impact of Financial Technology
Firms on Banking Performance: Insights from Indonesia," which used
data from 2018-2022, found that the presence of fintech companies
contributes to banking performance suggesting that fintech can
strengthen the conventional financial system if banks are able to adapt
their strategie. The Impact of Fintech on the Financial Performance of
Sharia and Conventional Banks in the Digital Era, fintech is associated
with increased operational efficiency and profitability of conventional
banks, primarily through reduced operational costs and expanded
service coverage (Rosdaliva, 2024). This synthesis of various studies
shows that the effect of fintech on bank profitability is not a single factor,
depending on the bank's adaptation strategy, collaboration model, and
how fintech is integrated into bank operations.

Moderating Factors: Efficiency, Digital Strategy, and Collaboration

Research that finds a negative effect of fintech on bank profitability
but demonstrates mitigation through bank efficiency suggests that
operational efficiency is an important moderating factor. Studies of
Indonesian banks show that banks that can maintain efficiency (e.g.,
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through cost management and NIM optimization) have a better chance
of surviving competitive pressures from fintech. "Fintech, Profitability,
and Efficiency of Conventional Commercial Banks in Indonesia"
confirms this (Saputra et al., 2023). Meanwhile, other studies emphasize
the importance of bank-fintech collaboration or strategic adoption of
digital banking. For example, in "Digital Banking, Fintech Payment, and
Fintech Lending Influence the Financial Performance of Conventional
Banking," the authors conclude that digital banking adoption and
partnerships between banks and fintechs can improve operational
effectiveness and revenue diversification, thereby helping banks
weather fintech disruption (Rosdaliva, 2024). Similarly, a literature
review in "The Impact of Financial Technology Innovation (Fintech) on
Traditional Banking and Financial Business Models" shows that fintech
is forcing banks to transform their business models, altering cost
structures, services, and market strategies to remain competitive in the
modern financial ecosystem.

Research methods

This study employs a descriptive qualitative approach through a
literature review method. This method was chosen because the
research aims to analyze the dual role of fintech as both a synergy and
a disruption in digital innovation and the profitability of the national
banking industry in Indonesia.

Data collection was conducted using documentation techniques
by identifying, reviewing, and analyzing various relevant secondary
sources. The literature includes scientific journals, books, official reports
from Bank Indonesia and the Financial Services Authority (OJK), as well
as previous empirical studies on fintech, digital banking, and bank
performance. The sources were selected based on their relevance to
the research topic, particularly those discussing collaboration,
competition, digital transformation, and the impact of fintech on banking
profitability.

Data analysis was performed using content analysis techniques.
The collected literature was systematically reviewed, categorized, and
synthesized according to two main themes: (1) the synergy between
fintech and banks in accelerating digital innovation, and (2) the
disruptive effects of fintech on bank profitability. This process involved
identifying patterns, comparing findings from previous studies, and
highlighting research gaps, especially in the post-pandemic Indonesian
context. Through a descriptive-critical approach, this study constructs a
comprehensive understanding of the phenomenon based on existing
theoretical and empirical literature without collecting primary data.
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Results and discussion
Synergy between Fintech and National Banks Boosts Digital
Innovation in the Indonesian Banking Industry

The synergy between fintech and national banks has accelerated
digital innovation through integrated API collaboration, open banking,
and embedded finance. Cumulative investment in Indonesian fintech
reached US$3.2 billion during the 2020-2022 period, directly supporting
the exponential expansion of digital services across all segments of the
banking industry. Banks actively partner with major e-commerce
platforms to optimize customer acquisition for micro and small loans.
The SNAP standard implemented by the Financial Services Authority
(OJK) facilitates real-time payment interoperability through the
revolutionary BI-FAST infrastructure. The adoption of fintech SaaS
solutions by more than 6 million MSMEs has experienced a dramatic
26-fold increase in just the past three years. A concrete example is Bank
Mandiri's collaboration with Investree, which has successfully
distributed MSME loans efficiently. The Livin' by Mandiri application
recorded a transaction volume of Rp4,834 trillion in 2023, demonstrating
the success of this synergy. Fintech significantly improves bank
operational efficiency through the implementation of digital KYC, which
accelerates the verification process (Ocid Rosadi, 2024). The e-
commerce-based digital ecosystem has successfully embedded
financial products seamlessly to increase long-term customer retention.
The wealthtech platform attracts 9 million retail investors with
competitive profit margins. The P2P lending sector has recorded 30
million active borrower accounts, contributing significantly to national
financial inclusion. Fintech payments have reached 60 million active
users with a 26% annual growth rate through 2025. This strategic
collaboration creates a Banking as a Service (BaaS) model that enables
massive bank business scalability without significant infrastructure
investment. Digital banks such as SeaBank recorded 207% year-on-
year asset growth to US$1.4 billion. The Jago platform has successfully
attracted 2.3 million customers with loan disbursements reaching
US$485 million. Overall, this synergy is transforming the traditional
banking business model into a more agile, competitive, and digitally
oriented entity (Kumar et al., 2023).

The synergy between fintech and national banks stems from the
urgent need for digital adaptation after the COVID-19 pandemic, which
accelerated shifts in consumer behavior. The Financial Services
Authority (OJK) proactively promoted a 2020-2025 digital banking
transformation  blueprint that emphasized cross-ecosystem
collaboration. The BI-FAST infrastructure successfully integrated cross-
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platform payments seamlessly with millions of daily transaction
volumes. QRIS, as a national standard, accelerated the adoption of
cashless payments among merchants, reaching 90% coverage. The
dominance of e-wallets in daily bank transaction frequency forced
conventional institutions to innovate. Banks leveraged big data from
fintech to build more accurate and inclusive credit scoring models.
Strategic partnerships significantly reduced customer acquisition costs
by up to 40% compared to traditional methods. Product innovations such
as Buy Now Pay Later (BNPL) were integrated directly into the e-
commerce ecosystem. Bank Mandiri's collaboration with Investree
proved effective in channeling large-scale MSME credit. Livin' by
Mandiri integrates the entire spectrum of financial services into one
super app. Indonesia's fintech ecosystem grew rapidly from 51 to 334
active players between 2011 and 2022. Funding equity remained
resilient at US$1.4 billion in 2022 despite tight macroeconomic
conditions. AP| cooperation investment reached US$70 million
specifically to support open banking. Open banking startups like Brick
and Ayoconnect thrived thanks to regulatory support. This synergy not
only increases national financial inclusion but also follows global
transformation trends. The impact is evident in fintech's contribution to
Indonesia's GDP, which is projected to reach 10% by 2025 (Kumar et
al., 2023).

Fintech-bank synergy fundamentally advances digital innovation
through revolutionary and seamless embedded finance mechanisms.
The largest e-commerce platform offers instant B2B lending and BNPL
to millions of daily active merchants. Global e-hailing services provide
working capital loans to drivers based on accurate, real-time trip data
analysis. National banks leverage strategic partnerships to strengthen
and sustainably expand existing business lines. The SNAP open
banking standard effectively drives the growth of data aggregator
startups like Brick and Ayoconnect. Collective funding reached US$70
million specifically for the development of innovative API cooperation.
BI-FAST enables real-time cross-border transaction capabilities with
enterprise-level security. QRIS has successfully accelerated the
adoption of digital merchant payments to more than 20 million units. E-
wallets dominate 90% of daily payment frequency across all national
banks. The aggregate volume of fintech payments reaches 80% of total
conventional bank transactions. This strategic collaboration dramatically
reduces friction in the point-of-sale customer journey. Diversification of
the financial product portfolio increases customer share-of-wallet
exponentially (Kumar et al., 2023). Bank Mandiri, through fintech
collaboration, has significantly and measurably improved operational
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efficiency. Livin' by Mandiri has become a national benchmark for
synergy, with a transaction volume of trillions of rupiah. The OJK's 2025
digital transformation blueprint provides a visionary vision for
sustainable synergy. This comprehensive innovation has successfully
driven financial inclusion to reach 75% of Indonesia's adult population
(Oktafianto, 2025).

Fintech is aggressively pushing the adoption of Al and machine
learning in banks to personalize enterprise-level customer service. End-
to-end automation of backend processes significantly reduces
operational costs by up to 40%. Al-based fraud detection systems
increase the security of digital transactions in real time. Structured data
sharing between platforms optimizes risk management with high
analytical precision. Challenger banks partnering with fintech startups
experience a threefold increase in customer acquisition growth.
Progressive crypto regulations support Pintu and Tokocrypto's US$300
million in funding. Wealthtech platforms have successfully diversified
their revenue streams beyond relying solely on payments. Insurtech and
enterprise SaaS are attracting massive investment from global venture
capital. Equity funding for Indonesian fintech peaked at US$1.5 billion in
2021. In 2022, it remained resilient at US$1.4 billion despite tight global
macroeconomic conditions. 60% of total deal funding flows to early-
stage disruptive innovation. National banks are building internal digital
capabilities through long-term strategic partnerships. Fintech credit
scoring models optimize the distribution of loans to lower-tier MSMEs.
Digital KYC solutions accelerate new customer onboarding by up to
70%. Indonesia's mature fintech ecosystem has grown from 51 to 334
active players between 2011 and 2022. This comprehensive synergy
creates a competitive and fair playing field for all players(Kumar et al.,
2023).

Consumer behavior is shifting toward fintech primarily due to its
superior ease-of-use and aggressive promotions. 75% of survey
respondents use fintech digital payments as their primary daily channel.
Fintech lending penetration remains low at 5%, with the exception of the
highly popular BNPL platform. BNPL has been adopted by 21% of
respondents, with half of them being fintech-only users. Wealthtech was
chosen by 49% of respondents due to its user-friendly, intuitive
interface. 32% of consumers trust the security level of current
wealthtech platforms. Conventional bank deposit growth remains 6.6x
that of neobanks, but the gap is narrowing rapidly. The 18-30 age group
is the most fintech-savvy and digital native. Income groups differ
significantly in the gap between lending and wealth management
adoption. Conventional bank UI/UX has now caught up with native
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fintech platforms. Fintech cross-selling effectiveness excels in customer
engagement metrics. The main barriers to adoption include too many
applications and primary security concerns (Kumar et al., 2023). The
primary consumer aspiration is security assurance plus a one-stop-shop
solution. Aggressive incentives for user acquisition have proven
unsustainable in the long term. Strategic partnerships create organic
viral growth through network effects. Gamification elements significantly
increase daily active user engagement.

Fintech adoption by SMEs remains low outside of the payments
sector, which already dominates the market. Lending penetration, at a
maximum of 23%, is limited to the large wholesale segment. The
potential for fintech SaaS is significant, especially in the retail pharmacy
chain. 30% of SMEs are willing to pay less than IDR 5 million per year
for SaaS. SME education strategies through free trials and live demos
have proven effective. Digitized payments are gradually reducing cash
dependence. Alternative credit scoring unlocks underserved tier 2/3
SMEs. Integration of BPJS Ketenagakerjaan data improves financial
inclusion coverage. The online payments landscape is dominated by
bank transfers and national QRIS. BNPL online penetration is only 2%
among active SMEs. Cost sensitivity and security concerns are the main
barriers to adoption. Demonstrating concrete ROI from the partnership
ecosystem is key to conversion. Incumbent banks are shifting from
competition to a strategic partnership model. Senior leadership must be
involved from the partnership inception stage. Risk management
processes need to be adapted for fintech-native tools. API readiness is
a prerequisite for successful BaaS implementation (Kumar et al., 2023).

Regulators are progressively promoting flexible and adaptive
principle-based rules. Formal collaboration forums between
stakeholders formalize ecosystem synergies. Open network models like
QRIS have proven successful nationally. Regulatory sandboxes need to
be expanded for early-stage startup testing. The Financial Services
Authority (OJK)'s 2020-2025 digital transformation blueprint is
comprehensive and actionable. The Bl 2030 Indonesian Payment
System Blueprint has a long-term vision. Synergy has been proven to
increase long-term profitability through LTV optimization. Unit
economics focus on customer lifetime value, not just acquisition(Bank
Indonesia, 2024). CAC optimization via partnerships achieves 50%
better efficiency. Talent acquisition specializing in Al and risk
management is crucial for success. Opportunistic M&A for skills an d
technology acquisition accelerates transformation. Banks need to
transform their operating models toward platform-centric companies. An
agile culture with iterative test-learn becomes the new organizational
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DNA. Fintech is reorienting its monetization model to be sustainable.
Market segmentation must be clear from the partnership inception
stage. Indonesia has the potential to give birth to a fintech giant on an
ASEAN regional scale (Amal et al., 2024).

Digital Innovation Enhancement Mechanism

The primary mechanism of synergy lies in embedded finance,
which is revolutionizing the distribution of financial products. E-
commerce platforms offer instant B2B lending and BNPL for millions of
active merchants. E-hailing services provide working capital loans for
drivers based on real-time trip data analysis. Banks leverage
partnerships to strategically and sustainably strengthen existing
business lines. Open banking through the SNAP standard is driving the
proliferation of aggregator startups like Brick. BI-FAST enables real-time
cross-border transactions with millisecond latency. QRIS has reached
more than 20 million merchants across the archipelago (Bank
Indonesia, 2024). E-wallets account for 90% of daily bank payment
frequency nationwide. The total volume of fintech payments reaches
80% of the aggregate of conventional banks. Collaboration dramatically
eliminates point-of-sale friction. Financial product diversification
exponentially increases customer wallet share. Bank Mandiri, through
fintech collaboration, has significantly improved operational efficiency.
Livin' by Mandiri has become a synergy benchmark with trillions of
rupiah in annual transactions. Digital transformation aligns with the
visionary OJK 2025 blueprint. This innovation has successfully driven
financial inclusion to 75% of the adult population. The use of Al in
service personalization is becoming the new industry standard (Kumar
et al., 2023).

Quantitative Impact on Innovation

Adopting AI/ML through fintech synergy increases service
personalization by up to 50% more effectively. Automating backend
processes cuts operational costs by 30-40%. Machine learning-based
fraud detection systems increase security accuracy by 95%. Structured
data sharing optimizes risk management with high precision. Challenger
banks partnering with fintechs achieve a 3x increase in customer
growth. Wealthtech has successfully diversified its revenue streams
beyond payments. Insurtech has attracted US$500 million in investment
in the past two years. Fintech SaaS adoption by MSMEs has surged 26x
in a short time. Digital KYC accelerates customer onboarding by up to
70%. The BaaS model enables scalability without significant
infrastructure capex. Embedded finance in e-commerce increases
customer retention by 40%. BI-FAST supports the potential for cross-
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border payments in the ASEAN region. QRIS achieves 100% national
interoperability coverage. Collaboration produces one-stop financial
super apps. Bank UI/lUX now equals or exceeds native fintech. The
synergy contribution to fintech GDP is projected to be US$150 billion by
2025 (Kumar et al., 2023)

Future Challenges and Prospects

The main challenge is integrating legacy conventional banking
systems with modern fintech APIs. The lack of digital talent in traditional
banks hampers scalability. Data privacy regulations are still evolving
amidst big data sharing. Internal competition between bank business
units sometimes hinders collaboration. However, future prospects are
bright with potential Web3 integration. The Financial Services Authority
(OJK) plans sandbox expansion for hybrid models (Fuadi & Munawar,
2022). The Bl Payment Blueprint 2030 supports universal instant
payments. Synergy increases long-term profitability through LTV
optimization. CAC reduction via partnerships achieves 50% efficiency.
Al/blockchain talent acquisition is a strategic priority. Opportunistic M&A
will accelerate capability building. Banks are transforming their
operating models toward platform companies. An agile test-learn culture
is becoming the new organizational DNA. Fintech is reorienting towards
sustainable monetization. Market segmentation is clear from the
inception stage. Indonesia has the potential to produce leading regional
fintech unicorns (Putri & Putri, 2025).

Fintech Disruption Affects the Profitability of National Banks in
Indonesia

Fintech disruption systematically pressured banks' net interest
margins (NIM) through fierce competition in the payments and retail
lending segments. Empirical analysis shows that banks' ROA and ROE
were not significantly affected by the adoption of internet banking,
mobile banking, or SMS banking during 2020-2022. High technology
investment costs are a major obstacle to realizing the positive impact of
digital synergy. The agile execution speed of fintech threatens the
sustainability of traditional conventional banks' business models. An
increase in NPLs was observed due to the expansion of high-risk credit
through P2P lending platforms. Fintech funding has had a significant
negative impact on bank performance in the ASEAN-5, including
Indonesia. Fintech e-wallets dominate 90% of banks' daily payment
transaction frequency. The fintech BNPL model is progressively eroding
traditional lenders' market share. Fintech venture capital investors now
focus on profitability rather than growth alone. Tight fintech unit
economics indirectly pressure incumbent banks' ROA. Bank Mandiri
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experienced significant NIM pressure from aggressive fintech
competition. Bank net profit projections are projected to decline 10-15%
due to margin compression. The LDR and BOPO ratios have been
shown to significantly impact performance in the fintech era. Fintech
payments grew at a CAGR of 123% from 2017 to 2021. Gross e-wallet
volume reached US$20 billion annually. This disruption is pushing
banks to implement defensive innovations to survive (irsyadillah, 2025).

Fintech disruption began with the emergence of e-wallets, which
changed the national payment landscape. The COVID-19 pandemic
accelerated digital adoption over the next 3-5 years. P2P lending
disrupted the retail consumer credit market. The BNPL model changed
consumer spending behavior. Neobanks challenged traditional banks'
deposit growth. VC investors shifted from growth to profitability focus in
2022. Tight global liquidity challenged fintech funding (Pham et al.,
2023). Banks had deep pockets but were slow in product iteration. Super
apps like Grab and Shopee became financial competitors. Fintech NPLs
rose due to a lack of underwriting experience. New third party funds from
platforms impacted bank liquidity. Dependence on external channels
increased operational risk. Competition eroded 80% of bank payment
volume. Digital transformation was mandatory for survival. The OJK
blueprint became an adaptation roadmap. Disruption created a complex
dual impact (Ocid Rosadi, 2024).

Fintech disruption systematically suppresses banks' NIM through
low and aggressive competitive interest rates. A significant decline in
demand for ftraditional bank credit channels. Fierce competition
gradually but persistently erodes profit margins. Fintech payments
dominate 90% of national daily transaction frequency. 80% of dual-user
fintech-bank user transaction volume. E-wallet merchant acceptance
increases national coverage to 90% (Kumar et al., 2023). The BNPL
model disrupts traditional lenders' market share. Low ease-of-use banks
lose out to user preference. VC investors focus on profitability rather
than pure growth. Tight unit economics suppress sustainable margins.
High customer acquisition costs create an unsustainable model. Bank
Mandiri experiences NIM pressure from fintech competition. Net profit
has the potential to drop 10-15% due to compression. NPLs have
increased significantly from high-risk loans. Lack of fintech underwriting
experience increases default rates. LDR and BOPO have been shown
to have a significant impact in the fintech era (Ocid Rosadi, 2024).

An empirical study of 41 banks shows fintech's negative
predictability performance. Robust results despite the 2020-2022 global
crisis. Conventional bank ROA did not change significantly post-fintech
2020-2023. Mobile banking, internet banking, ATMs did not have a
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strong influence on ROA. CAR, BOPO, and firm size are dominant
ROA/ROE factors. Significance ranges from 0.463 to 0.898 for digital
services adoption. High technology implementation costs hinder positive
impacts. Suboptimal utilization of digital banking tools. Customer
preference shifts to native fintech. SMS banking with limited functionality
is not competitive. Fintech adoption has no significant
CAR/NPL/ROA/ROE. BOPO, LDR, GDP, and inflation have significant
effects. Strategic partnerships optimize profit performance. COVID-19
accelerates the digital shift but has a mixed impact. Analysis period
2013-2021 ROA testing. The post-pandemic performance gap has not
fully closed (Amal et al., 2024).

Cybersecurity risks increase exponentially with digital transaction
volume. Regulatory frameworks lag behind fintech innovation speed.
The digital divide limits rural and SME access. Bank BPD Denpasar
ROA/ROE/NIM increased significantly post-fintech 2021-2024.
Empirical significance 0.025 ROA, 0.000 ROE, 0.038 NIM. Small
regional sample but interesting results. Fintech funding 2017-2021
negatively impacts ROA ASEAN-5. Dynamic panel GMM confirms
robustness. Indonesia is part of a regional negative trend. The
wealthtech/deposit gap is still large at 6.6x. Neobank deposit base is still
low in the early stages. Incentive overreliance is a long-term risk.
Security concerns are a 17% SME adoption barrier. Implementation
costs are a 49% primary barrier (Oktafianto, 2025). Super app
competition Grab/Shopee is very aggressive. Incumbent banks have
deep pockets but slow iteration.

Disruption forces banks to undertake rapid defensive innovation.
Operational efficiency increases but margin competition pressures.
Fundamental business model transformation is mandatory. Credit
channeling collaboration with fintech is effective. Liquidity risk from new
DPK channels. Platform dependency increases operational risk. P2P
lending has 30 million active borrowers, eroding traditional lending.
Explosive payment CAGR of 123% from 2017 to 2021. E-wallet gross
volume of US$20 billion annually. P2P loan disbursement of US$17
billion. Wealth management AUM of US$20 billion in 2021. Investors
shift to a tight profitability focus. Tight liquidity is a major challenge in
2022. Incumbent banks have an opportunistic partnership approach.
Strategic long-term collaboration is a necessity (Fuadi & Munawar,
2022).

Short-term disruption profitability but long-term synergy potential.
BOPO optimization is crucial for operational efficiency. Macro
GDP/inflation has a significant influence. OJK Blueprint encourages
accelerated adaptation. BI-FAST/SNAP mitigates payment disruption.

Journal of Islamic Economics, Management, and Business (JIEMB), 8 (1) 2026



Eva Tia Putri, Mansur Chadi Mursid

Principle-based regulator approach is flexible. Regulatory sandbox for
business model testing. Bank agile transformation or losing the
competition. Fintech maturity diversifies revenue streams. Bank
captures underbanked market segment. Disruption creates a dual
complex impact. Positive efficiency vs negative competition. ROE BPD
significant local increase. National level mixed empirical findings. Future
hyper-personalization industry trend. Embedded finance redefine
competitive landscape (Bank Indonesia, 2024).

Disruption Mechanisms on Profitability

The primary mechanism of disruption is margin compression
through competitive interest rates. Demand for traditional bank credit
declines due to alternative P2P lending. Profit margin erosion is gradual
but persistent. Fintech dominates high-frequency low-value payments.
Dual-user fintech-bank transactions dominate 80% of volume. Merchant
acceptance e-wallets reach 90% coverage. BNPL disrupts traditional
consumer lending. The ease-of-use gap becomes a competitive
advantage. Investor demand unit economics are positive. High CAC
becomes a sustainability issue. Bank Mandiri experiences real NIM
pressure. Net profit has the potential for a significant decline. NPL risk
stems from high-risk lending. LDR and BOPO are key performance
drivers (Oktafianto, 2025). External macro factors have a major
influence. Partnerships are a mitigation strategy.

Empirical Impact on Financial Indicators

A study of 41 banks shows negative predictability in fintech. ROA
is stable but under competitive pressure. BOPO has a significant
negative impact. LDR has a positive correlation with performance. CAR
is not a dominant influence. NIM compression stems from rate
competition. ROE from regional development banks increases post-
local fintech. Panel data from 2018-2022 confirms the trend. COVID
accelerates the digital shift. Digital channels are underutilized by banks.
Cyber risk increases exponentially. Regulatory lag behind innovation
speed. Digital divide limits full impact. External GDP/inflation drivers are
strong. Partnership mitigates negative effects. Future trend is
hypercompetition.

Short-Term and Long-Term Disruption Mitigation Strategies

Mitigasi jangka pendek fokus cost optimization BOPO. Partnership
strategic bukan ad-hoc. Channeling kredit via fintech. Operating model
transformation agile. Regulator enablement principle-based. Blueprint
OJK jadi guiding roadmap. BI-FAST/SNAP interoperability. Regulatory
sandbox model testing. Bank build agile capability. Fintech mature
monetization. Capture underbanked segment. Dual impact balance
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positif-negatif. Lokal success BPD model. Nasional mixed empirical
result. Hyper-personalization future. Embedded finance industry
redefinition (Rumadiasih et al., 2024).

Conclusion

This study concludes that fintech plays a dual and transformative role in
Indonesia’s banking industry, functioning both as a strategic synergy
and a source of disruption. On the synergy side, fintech accelerates
digital innovation through technology-driven services, API integration,
open banking initiatives, and the expansion of financial inclusion.
Collaboration between banks and fintech firms enables faster, more
efficient, and customer-oriented services, thereby strengthening the
competitive advantage and service quality of the banking sector.
However, the findings also demonstrate that fintech introduces
substantial competitive pressure on bank profitability, particularly in the
areas of digital payments, online lending, and retail financial services.
This competition reduces profit margins, reshapes customer behavior,
and compels banks to transform their business models more
aggressively. The impact of fintech on banking performance is not
uniform; rather, it depends heavily on each bank’s adaptive capability,
level of digital maturity, operational efficiency, and strategic approach to
collaboration. Overall, the study concludes that the success of banks in
navigating fintech-driven disruption is determined by their ability to
leverage innovation opportunities, optimize digital technologies, and
manage competitive risks effectively. These findings provide a valuable
foundation for policymakers and banking leaders in formulating more
sustainable digital transformation strategies within an increasingly
dynamic and competitive financial ecosystem.
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