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Abstract: 

The banking industry is evolving rapidly due to technological advancements and 

changing customer choices and preferences. Due to the emerging trends and technology in 

banking, advancements are being made in security, operational efficiency, and customer 

experience. Artificial intelligence (AI)-powered anti-money laundering (AML) and know-your-

customer (KYC) will accelerate and enhance customer profile screening accuracy. Blockchain-

enabled smart contracts further streamline financial transactions and improve transparency. This 

article examines the top 10 banking trends, including open banking, personalized services, the 

banking of things, and quantum computing. Each trend significantly influences business 

operations, shaping the future of the banking industry. 
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Introduction: 

The conventional mode of delivering 

services to customers by the bank was a 

physical bank branch, which was the 

physical distribution channel in the Indian 

banking system. Nowadays, due to 

globalization and privatization, the financial 

service sector is growing with the help of the 

internet and quick technical advancement. E-

banking is your personal banking service on 

the internet; it is available anytime, 

anywhere in the world. With the help of this, 

you can check your balance, withdraw 

money from an ATM, transfer money from 

one account to another, and so many other 

things. Point of sale, mobile banking, NEFT, 

and telebanking are some trending banking 

technologies in rural and urban areas. This 

paper focuses on the top 10 banking trends. 

AI tools play a crucial role in transforming 

the banking sector by improving efficiency, 

security, customer experience, and decision-

making. Here are some key ways AI helps in 

banking: 

1. Artificial Intelligence:  

AI banking provides high-quality 

banking services to customers and saves 

operating costs. AI-powered tools can 

automate customer service interactions. 

Additionally, they provide customers with 

account information and resolve account-

related queries. For instance, Neocova is a 

US-based startup that facilitates transaction 

data analysis. The startup’s AI and cloud-

based platform streamlines customer data 

management. Moreover, it allows banks to 

better match customers with specific 

financial products, enabling highly targeted 

cross-selling and driving revenue. 

Following some points can elaborate 

on how AI is helpful in the banking sector. 

A. Fraud Detection and Prevention: AI-

powered systems analyze transaction 

patterns in real-time to detect unusual or 

suspicious activities. Machine learning 

algorithms identify fraud by comparing 

transactions to known patterns that could 

indicate fraudulent behavior. 
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AI can also use biometric data like 

fingerprints and facial recognition to 

enhance security and reduce identity theft. 

B. Customer Service and Support: AI-

driven chatbots can handle a wide range of 

customer queries, providing 24/7 support. 

These bots are capable of answering 

questions, guiding customers through 

banking processes, and assisting with simple 

transactions. Natural Language Processing 

(NLP) enables these systems to understand 

customer requests in multiple languages and 

offer relevant, personalized responses. 

C. Personalized Banking Experience: AI 

tools analyze customers' spending habits, 

saving patterns, and financial goals to offer 

personalized banking advice, such as 

suggesting specific financial products, e.g., 

credit cards, loans, or investment strategies. 

D. Credit Scoring and Loan 

Underwriting: Traditional credit scoring 

models rely on limited factors, but AI 

systems can assess a wider variety of data 

points, such as spending behavior, social 

data, and employment history, to provide 

more accurate and fair credit scores. AI-

based tools speed up the loan underwriting 

process by automatically analyzing 

applicants' financial health and predicting 

the likelihood of repayment. 

E. Risk Management: AI helps banks 

assess and mitigate risks by analyzing large 

amounts of data to identify potential issues 

in areas like market fluctuations, economic 

downturns, or regulatory changes. Machine 

learning models can predict potential risks 

by analyzing historical data and trends, 

enabling banks to take proactive measures. 

 

2. Open Banking: 

Open banking is a system that allows 

third-party financial service providers to 

access customer banking data, typically via 

application programming interfaces (APIs), 

with the customer's consent. This enables the 

development of new financial products and 

services that are more tailored to consumer 

needs, offering a more competitive and 

innovative financial ecosystem. It’s 

transforming how financial institutions and 

customers interact. The following are the 

benefits of open banking operations. 

A.    APIs (Application Programming 

Interfaces): Banks provide APIs that allow 

third-party companies such as Fintech 

startups, app developers, or other banks to 

access customer financial data in a secure 

and controlled manner. 

B.     Customer Consent: Customers must 

explicitly consent for their data to be shared 

with third parties. This is a key aspect of 

open banking regulations. 

C.    Data Sharing: Data that can be shared 

includes account details, transaction history, 

and payment information. With consent, 

third parties can use this data to provide new 

services such as financial planning, 

budgeting tools, or loan applications. 

D.    Security and Privacy: Open banking 

regulations require that banks and third 

parties adhere to strong security measures to 

protect customer data. The use of 

encryption, strong authentication, and other 

security protocols is mandatory to ensure 

data is shared safely. 

 

3. Hyper-Personalized Banking: 

Hyper-personalized banking refers to 

the use of advanced technologies, 

particularly artificial intelligence, data 

analytics, and machine learning, to deliver 

highly customized banking experiences to 

individual customers. The goal is to 

facilitate financial services and interactions 

to meet the specific needs, preferences, and 

behaviors of each customer, often in real-

time. Examples of hyper personalized 

banking are wealth management, customized 

credit cards and loans, mobile banking apps, 

etc. Key features of hyper-personalized 

banking are as follows: 

A. Data-Driven Insights: Banks collect 

large amounts of data from various sources, 

such as customer transactions, online 



IJAAR    Vol. 6 No. 22  ISSN – 2347-7075 
 

Ms. Shruti Sastikar 

492 

activity, mobile apps, and even from social 

media. This data helps to create detailed 

profiles of customers’ financial behaviors, 

goals, preferences, and life events (e.g., 

marriage, buying a home). Even though with 

the help of behavioral data analysis, which 

enables banks to predict what customers 

might need next, allowing them to offer the 

right products or services at the right time. 

B. Real-Time Personalization: With the 

help of AI and machine learning algorithms, 

banks can provide real-time 

recommendations or offers based on 

customers’ immediate financial needs. For 

example, if a customer is approaching a high 

spending limit on a credit card, the bank 

might offer them a limit increase or a 

relevant financial product like a loan or 

credit line. Mobile banking apps or websites 

can dynamically display personalized 

messages, offers, and alerts based on real-

time interactions, such as recent spending 

habits. 

C.    Tailored Financial Products and 

Services: Banks use hyper-personalization 

to create products that are unique to 

individual customer profiles. For instance, a 

customer who saves regularly might be 

offered a high-yield savings account, while 

someone with higher expenses might be 

offered budgeting tools or a personal loan. 

Investment products can be designed 

according to the risk appetite, financial 

goals, and preferences of each customer, 

offering bespoke portfolio management. 

D. Proactive Customer Engagement: 

Instead of waiting for customers to initiate 

contact, banks also use hyper-

personalization to reach out proactively with 

suggestions or reminders. For example, if a 

customer has upcoming bills or an unusual 

spending pattern, the bank might send a 

timely reminder or offer advice on how to 

manage their cash flow. 

 

 

 

4. Blockchain Banking: 

Blockchain is a decentralized ledger 

of transactions that are verified by multiple 

participants across a network. Each 

transaction is recorded in a "block," which is 

linked to the previous one, creating a chain 

of blocks—hence the name "blockchain." 

Blockchain banking refers to the integration 

of blockchain technology into traditional 

banking processes and financial services. 

Blockchain, which is a decentralized and 

distributed ledger technology, has the 

potential to significantly transform the way 

banks and financial institutions operate by 

enhancing transparency, security, and 

efficiency and reducing costs. 

A. Increased Security: Blockchain 

technology enhances data security in 

banking. The decentralized nature of 

blockchain means that transaction data is not 

stored in a single central server, reducing the 

risk of hacking, data breaches, or fraudulent 

activity. 

B. Faster Payments and Settlements: 

Blockchain enables real-time settlement of 

financial transactions, reducing the need for 

intermediaries (such as clearinghouses) and 

long processing times, especially for cross-

border transactions. 

C. Reduced Costs: By eliminating the need 

for intermediaries and simplifying 

transaction processes, blockchain can 

significantly reduce operational and 

transaction costs for banks and customers. 

For example, cross-border transactions often 

incur high fees due to multiple banks or 

financial institutions being involved. 

Blockchain allows for direct peer-to-peer 

transfers, significantly cutting down fees. 

D. Transparency and Auditability: 

Blockchain’s decentralized and transparent 

nature allows all participants to view the 

transaction history and status in real-time, 

creating a transparent and auditable system. 

This can be especially valuable for 

regulatory compliance, as it provides an 

immutable, real-time record of all 
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transactions, making it easier for banks and 

regulators to track and audit financial 

activities. 

 

5. Banking of Things: 

BOT is an emerging concept that 

involves integrating the IoT with banking 

services, leveraging connected devices to 

enable seamless and automated financial 

transactions and interactions. In the context 

of the banking sector, BoT envisions a world 

where everyday objects, such as cars, 

wearables, home appliances, and other IoT 

devices, are capable of interacting with 

financial systems autonomously, making 

payments, managing accounts, and even 

initiating financial transactions on behalf of 

consumers. The following are the benefits of 

Banking of Things: 

A. Convenience: BoT simplifies day-to-day 

tasks for customers by automating payments 

and financial transactions. Instead of 

manually tracking expenses, customers can 

rely on IoT devices to handle many of these 

tasks automatically. 

B.     Efficiency: IoT devices allow for faster 

transactions, often eliminating the need for 

human intervention. This leads to quicker 

service delivery, such as real-time payments 

for parking, utilities, or tolls. 

C.    Cost Savings: Automation leads to a 

reduction in transaction costs by eliminating 

intermediaries and reducing the need for 

manual handling of tasks. For example, 

frictionless payments reduce the overhead 

cost of processing each payment. 

D.    Personalized Financial Services: With 

access to data from IoT devices, banks can 

offer more tailored financial products and 

services. For example, customers who 

consistently purchase fitness gear or health 

supplements may be offered specialized 

health-related financial products (e.g., 

insurance or savings plans). 

 

 

 

6. Cybersecurity:  

Cybersecurity is the practice of 

protecting systems, networks, programs, and 

data from digital attacks, theft, damage, or 

unauthorized access. With the increasing 

amount of sensitive data being stored and 

processed online and the rise of 

interconnected devices, cybersecurity has 

become critical for both individuals and 

organizations. Key Cybersecurity Concerns 

in Banking: 

A. Sensitive Financial Data Protection: 

Banks hold vast amounts of personal, 

financial, and transactional data. Protecting 

this sensitive information is a top priority to 

prevent data breaches and unauthorized 

access. This includes account details, 

transaction histories, and personal 

identification information. 

B. Fraud Prevention: Financial fraud such 

as account takeovers, payment fraud, and 

identity theft is a growing concern. 

Attackers may use stolen credentials, 

phishing attacks, or social engineering 

tactics to manipulate customers or bank 

systems. 

C. Compliance with Regulations: Banks 

are required to comply with various 

regulations like the General Data Protection 

Regulation (GDPR), Payment Card Industry 

Data Security Standard (PCI DSS), and 

Know Your Customer (KYC). Ensuring 

cybersecurity measures align with these 

standards is essential for avoiding fines and 

maintaining customer trust. 

 

7. Immersive Technologies: 

Immersive technology in banking 

refers to the use of technologies like virtual 

reality, augmented reality, and mixed reality 

to enhance customer experience, improve 

operational efficiency, and offer new ways 

of interacting with financial services. These 

technologies are transforming the banking 

sector by providing innovative solutions and 

streamlining operations. Here’s how 

immersive tech is being used in banking: 
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A. Virtual Reality: It can allow customers 

to enter a virtual bank branch from 

anywhere, where they can interact with bank 

representatives, access services, and even 

conduct transactions. It is also known as 

branchless banking experiences. 

B. Augmented Reality: Through AR, 

customers can use their smartphones; it also 

includes navigating to financial services 

faster and more user-friendly, ATM Locator 

& Branch Navigation, Interactive Billboards 

and Banking Ads, and Real-Time Financial 

Information so customers can easily enjoy 

these facilities. 

C.    Mixed Reality: For Data Visualization 

of Wealth Management Banks can use MR 

to create immersive environments where 

clients can visualize their portfolios. With 

the help of mixed reality, employees can use 

MR tools to collaborate across remote 

locations in a shared virtual space, 

improving communication and efficiency for 

complex financial projects or customer 

service tasks. 

D. Enhanced Security: Immersive 

technologies can incorporate advanced 

biometric systems, such as facial recognition 

and retinal scanning, in virtual or augmented 

environments to enhance the security of 

transactions and prevent fraud. 

 

8. Banking Process Automation: 

Banking process automation refers 

to the use of technology to streamline and 

optimize repetitive tasks, improve 

efficiency, and reduce operational costs in 

the banking sector. With the rise of digital 

transformation, the banking industry is 

increasingly adopting automation solutions 

to improve customer experience, enhance 

security, and increase operational efficiency. 

Here are some key emerging trends in 

banking process automation. Information 

provides the following banking software 

bots. 

A. Robotic Process Automation (RPA): It 

involves the use of software robots or "bots" 

to automate repetitive, rule-based tasks such 

as data entry, compliance checks, and report 

generation. Many banks are adopting this 

automation for back-office functions to 

automate processes like account opening, 

loan approvals, and document verification, 

reducing human intervention and speeding 

up processes. The benefits Improved 

accuracy, reduced operational costs, faster 

processing times, and better compliance 

adherence. 

B. Artificial Intelligence and Machine 

Learning: AI and ML algorithms are being 

used to enhance decision-making processes 

in banking, particularly for tasks like fraud 

detection, customer segmentation, and credit 

risk assessment. AI is being used to analyze 

customer data and offer personalized 

banking services, such as targeted product 

recommendations or customized financial 

advice, all automated and delivered via 

digital platforms. 

C. Intelligent Document Processing (IDP): 

Banks are implementing IDP technologies to 

automatically extract, categorize, and 

process data from various documents. 

Natural language processing (NLP), optical 

character recognition (OCR), and machine 

learning are combined to automate the 

extraction of information from scanned or 

digitized documents. Enhanced accuracy, 

reduced human error, and significant time 

savings by automating document-heavy 

processes. 

D. Automation in Compliance and 

Regulatory Reporting: Compliance and 

regulatory reporting are increasingly 

automated using RPA and AI tools to reduce 

human error and ensure adherence to 

regulatory requirements. Banks are using 

automation to generate reports for anti-

money laundering compliance, risk 

management, and financial disclosures in 

real-time, helping them meet strict 

regulatory requirements without delays. 
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9. Neo-banking: 

Neo-banking refers to a new 

generation of digital-only banks that operate 

entirely online or through mobile apps, 

without physical branches. These banks 

leverage technology to offer financial 

services and products in a more streamlined, 

user-friendly, and cost-effective manner 

compared to traditional banks. Neobanks 

often focus on providing a simplified 

banking experience, improved customer 

support, and modern financial tools, 

appealing primarily to tech-savvy customers 

who are comfortable with managing 

finances digitally. The following are the 

benefits of neo-banking: 

A. Lower Costs: With no physical 

infrastructure, neobanks can offer lower fees 

for banking services. Customers often 

benefit from higher interest rates on savings 

accounts, lower or no monthly maintenance 

fees, and free transfers between accounts. 

B. Convenience and Accessibility: 

Neobanks offer 24/7 access to banking 

services from anywhere with an internet 

connection. This convenience appeals to 

younger generations, digital nomads, and 

people who prefer a tech-savvy lifestyle. 

C. Personalized Banking Experience: 

Neobanks use AI and data analytics to offer 

customized financial advice based on 

customers' spending habits, providing 

personalized insights and actionable 

suggestions to improve their financial health. 

D. Increased Transparency: Neobanks 

tend to be more transparent with their fees, 

making it easier for customers to understand 

their financial situation. They may also offer 

clearer terms and conditions compared to 

traditional banks. 

 

10. Quantum Computing: 

With traditional computing, 

processing huge amounts of data is resource- 

and time-intensive. Quantum computing 

solves this problem by offering faster, more 

efficient, and more secure computing. It 

assists banks in optimizing their portfolios 

and making accurate financial predictions. 

While it is still in its early stages, quantum 

computing offers substantial advantages in 

processing complex financial models, 

enhancing cybersecurity, improving 

optimization processes, and enabling faster 

data analysis. The following are the several 

transformative trends in the banking sector. 

A. Quantum-Enhanced Cryptography 

and Cybersecurity: One of the biggest 

concerns for banks as quantum computing 

advances is the threat to current encryption 

methods. Classical encryption algorithms. 

This trend will help future-proof the 

financial system against the potential risks 

posed by quantum computing, ensuring that 

customer data, transactions, and 

communications remain secure. 

B. Optimization of Financial Portfolios 

and Risk Management: Quantum 

computing has the ability to process and 

analyze complex datasets much faster than 

classical computers. This capability is 

particularly useful for portfolio optimization, 

where quantum algorithms could help banks 

and investment firms optimize asset 

allocations across large portfolios. 

C. Quantum-Powered Fraud Detection 

and Prevention: Fraud detection and 

prevention systems in banking rely on 

analyzing vast amounts of transactional data 

to detect unusual patterns and potential 

threats. Quantum computing's ability to 

process and analyze large datasets at speed 

could significantly improve fraud detection 

capabilities. 

D. Faster and More Accurate Financial 

Simulations: Financial markets and trading 

strategies involve complex simulations of 

various economic variables. Quantum 

computing has the potential to significantly 

improve the accuracy and speed of these 

simulations, offering more precise market 

predictions. 
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Conclusion: 

As this paper is the conceptual 

analysis of emerging trends in banking, the 

Fintech Report of 2025 revealed that the 

finance industry is addressing challenges 

such as regulatory compliance, cybersecurity 

threats, and the need for financial inclusion 

in underserved markets. The 2025 Fintech 

Report highlights emerging trends, 

advancements in digital payments and 

blockchain, and investment opportunities, 

offering insights into the sector’s growth and 

its transformative impact on global financial 

systems. 
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