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Abstract:

The main aim of this study is to highlight the most important effects of financial technology, which is one
of the most popular and global financial innovations, on financial stability, through analyzing its most important
related opportunities and risks.

The study results revealed that financial technology has many opportunities which enhance financial
stability through achieving financial inclusion, enhancing liquidity and payment systems, financing trade
operations and providing digital financial solutions and innovations that are suitable to customer needs, but in
light of the lack of appropriate regulatory frameworks, it can threaten the financial stability because of its impact
on the performance and effectiveness of both fiscal and monetary policy, the increasing risks of money
laundering, cyber risks, the decentralized financing risks, the volatility of the value of cryptocurrencies, and the
change of the banking intermediation chain.
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Fintechs competing in
credit provision

Fintechs providing services to banks

Fintechs competing in
deposit-taking

SME lending, supply
chain financing, trade
credit, mortgage
origination, automobile
financing, consumer
credit (including buy
now pay later), credit

Gredit intermediation
processes:

Loan application processing,
screening, underwriting,
credit scoring, loan servicing
and collections, Baas
solutions, risk management,

Deposit-taking
processes:

Customer onboarding,
identity verification,
regulatory process solutions
(KYC and AML/GFT checks,
regulatory reporting), BaaS

Deposit-taking (where
allowed), savings
products and
“out-of-wallet tools”
(including based on
open banking), personal
finances, P2P payment

cards, etc. customer management, etc. solutions, etc. toals, etc.
|\ ‘- ‘\ ,f'
\\ Insertion ino ,r' Traditional banks \\ Insertion info ~ /
, Intermediation ,/ Assets | Liabilities , intermediation ,/

\, chain \\ Ghain ’,' E g
: V Credit Deposits £
: X
2 Liguidity, maturity, and eredit risk transformation o g =
Credit provision via deep balance sheet ~ Deposit-taking 3 g

(longer-term and risky) (liquid, shori-term, and safe)

Neobanks

Part of regular intermediation chain and ability fo conduct core fransformation functions

bypassing/shorteutting
intermediation chain

DeFi, P2P lending

bypassing/shortcutting
infermediation chain
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