
 

International Research Journal on Advanced Engineering 

and Management 

https://goldncloudpublications.com 

https://doi.org/10.47392/IRJAEM.2025.0103 

e ISSN: 2584-2854 

Volume: 03 

Issue:03 March 2025 

Page No: 628-634 

 

   

                        IRJAEM 628 

 

AI-Driven Performance of Fintech: Navigating Challenges and Unlocking 

Potential 
 Dr. Mitul Parmar1, Dr. Chetna Parmar2, Dr, Priyanka Bhatt3 
1Assistant Professor, Department of Accounting and Financial Management, MS University, Vadodara, 

Gujarat, India. 
2 Associate Professor, SoM&LA GSFC University, Vadodara, Gujarat, India. 
3Associate Professor, GTU Ahmedabad, Gujarat, India 

Emails: camitul.parmar@gmail.com1, parmar_chetna@yahoo.co.in2
, asso_priyanka@gtu.edu.in3 

 

Abstract 

The use of artificial intelligence in financial technology has changed the way financial services work. It has 

greatly improved how well the market performs, how users experience services, and how efficiently businesses 

operate. This paper looks at how it affects the finance technology industry in different ways. It focuses on 

important measures like market share, sales, profits, new users, and growth since the start of the FinTech 

companies. The main points show that AI tools help improve decision-making, reduce risks, and tailor user 

interactions. This leads to a larger market presence in digital payments, lending, and wealth management 

areas. The use of AI has facilitated fintech companies, especially those started in the past ten years, to make 

a lot more money and profit. They use advanced technology to do better than old banks and financial 

institutions. The study looks at how quickly more people are using financial technology. This growth is 

supported by artificial intelligence, which creates different customer needs while keeping everything safe and 

following the rules. Even with these improvements, there are still problems, like rules to follow, worries about 

ethics, and issues with data privacy. Fintech needs careful planning to ensure long-term sustainability. 

Keywords: Artificial Intelligence, Financial Services, Fintech Companies, Sustainability, Data Privacy, 

Digital Payments, Market Performs, Wealth Management.

  

1. Introduction 

The financial sector, including the money market, 

capital market, mutual funds managers, and 

managing investment portfolios, has witnessed a 

rapid evolution with the advent of advanced 

technologies, and artificial intelligence (AI) stands at 

the forefront of this transformation. In the mutual 

fund industry, portfolio management services are 

critical for optimizing investment strategies and 

enhancing client returns. With its ability to process 

vast datasets, recognize patterns, and automate 

decision-making, AI is reshaping how fund managers 

approach their responsibilities. This study the 

opportunities AI brings to the investment 

management services capital market in the industry 

and delves into the challenges.[1-4] 

2. Current Trends in Indian Fintech Companies 

Digital Payments: Platforms like Paytm, PhonePe, 

and Razorpay have become essential in promoting 

cashless transactions, especially post the 

demonetization in 2016, also offering investment 

transactions.[5-6] 

Investments & Wealth Management: Companies 

like Groww and Zerodha are simplifying investment 

for retail investors, helping increase financial literacy 

and access to mutual funds and stocks. 

Lending & Credit: Digital lending platforms like 

Lendingkart and ZestMoney are expanding access to 

credit for individuals and businesses that were 

previously underserved by traditional financial 

institutions.[7-10] 

Insurtech: Insurtech companies like Digit Insurance 

and PolicyBazaar are disrupting traditional insurance 

models, making policies more accessible and 

transparent through digital channels. 
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Blockchain & Cryptocurrency: The rise of 

cryptocurrency exchanges such as CoinDCX and 

WazirX reflects India’s growing interest in digital 

currencies and blockchain technology.[11-14] 

3. Paper Studies for AI in Investment 

Management 

The integration of artificial intelligence (AI) in 

financial technology (FinTech) has revolutionized 

the financial services industry, enhancing market 

efficiency, customer experience, and operational 

effectiveness. AI-powered technologies such as 

machine learning, natural language processing, and 

predictive analytics have significantly influenced 

decision-making processes, fraud detection, credit 

assessment, and risk management 

(Jagtiani & Lemieux, 2019). These technologies 

enable fintech firms to analyze vast amounts of data 

in real time, allowing for more accurate financial 

predictions, improved lending decisions, and 

enhanced security in digital transactions (Bussmann, 

2021). AI has also streamlined financial operations 

by automating repetitive tasks, reducing costs, and 

increasing service efficiency, making financial 

products more accessible to a broader audience (Liu 

et al., 2022). One of the most notable areas of AI 

application in fintech is digital payments. Companies 

like PayPal, Square, and Stripe utilize AI to detect 

fraudulent transactions, optimize transaction speeds, 

and personalize user experiences (Chen et al., 2020). 

AI-driven algorithms continuously monitor payment 

patterns and identify anomalies that could indicate 

potential fraud, significantly reducing financial risks. 

In lending, AI-based credit scoring models have 

expanded financial inclusion by analyzing alternative 

data sources, such as transaction history, social 

behavior, and spending patterns, to assess borrowers' 

creditworthiness (Tang, 2019). Traditional financial 

institutions often rely on conventional credit scores, 

which may exclude individuals without a significant 

credit history. AI-driven fintech companies bridge 

this gap, enabling underserved populations to access 

financial services. Another critical AI-driven 

transformation in fintech is wealth management. 

Robo-advisors, such as Betterment and Wealthfront, 

use AI to provide automated, data-driven investment 

advice tailored to individual risk appetites and 

financial goals ( FernÃ¡ ndez et al., 2021). These AI-

powered advisors analyze market trends, portfolio 

performance, and investor behavior to optimize asset 

allocation strategies. The automation of wealth 

management services reduces costs and enhances 

efficiency, making investment advisory services 

more accessible to retail investors. Furthermore, AI 

in capital markets has facilitated algorithmic trading, 

where high-frequency trading firms leverage AI 

models to execute trades within milliseconds based 

on complex market signals ( Agapova et al., 2022). 

Despite these advancements, AI implementation in 

fintech faces several challenges. Regulatory concerns 

remain a significant hurdle as financial authorities 

work to balance technological innovation with 

consumer protection and data security (Zhang 

& Gruenwald, 2022). The financial industry is 

heavily regulated, and AI-driven automation 

introduces complexities in compliance, requiring 

continuous monitoring and adaptive regulatory 

frameworks. Additionally, ethical considerations 

such as algorithmic bias, lack of transparency in AI 

decision-making, and fairness in financial service 

delivery are critical concerns ( Finck, 2019). Bias in 

AI models can lead to discriminatory lending 

practices or unfair treatment of customers, 

necessitating robust AI governance and ethical AI 

frameworks. Another growing concern is data 

privacy and cybersecurity. Fintech firms handle 

massive amounts of sensitive user data, making them 

prime targets for cyber threats, data breaches, and 

identity theft ( Caruana et al., 2021). AI-driven 

cybersecurity solutions, including anomaly detection 

and biometric authentication, are being developed to 

counter these threats, but maintaining customer trust 

remains a challenge. As fintech companies scale their 

operations and handle increasingly large datasets, 

ensuring robust data protection measures and 

compliance with global data privacy regulations such 

as GDPR and CCPA becomes imperative. Overall, 

existing literature highlights the profound impact of 

AI in fintech, improving market performance, 

customer engagement, and profitability while 

introducing new challenges. Addressing regulatory, 

ethical, and security concerns is crucial for long-term 

sustainability and trust in AI-driven financial Service. 
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Table 1 Data Privacy and Cybersecurity 

Sr.No. Company 
Turnover 

(Revenue) 
Users Profit 

Listed or 

Not 
Market Share 

Year of 

Operation 

1 Paytm 

₹6,000 crore 

($725 million) 

(FY 2022-23) 

350+ 

million 

users 

Loss (FY 

2022-23) 

Listed 

(Paytm 

IPO, 

2021) 

Leading in 

digital 

payments & 

wallets, 

significant 

market share in 

mobile 

payments 

2010 

2 PhonePe 

₹1,800 crore 

($220 million) 

(FY 2022-23) 

450+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

The second-

largest in digital 

payments, a 

major player in 

UPI-based 

transactions 

2015 

3 Razorpay 

₹1,000 crore 

($120 million) 

(FY 2022-23) 

8+ 

million 

business

es 

Profitable (FY 

2022-23) 

Not 

Listed 

Leading 

payment 

gateway 

provider in 

India 

2014 

4 Groww 

₹200 crore ($24 

million) (FY 

2022-23) 

40+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

Leading online 

investment 

platform, major 

in mutual funds 

2016 

5 
PolicyBaz

aar 

₹1,800 crore 

($220 million) 

(FY 2022-23) 

150+ 

million 

users 

Profit (FY 

2022-23) 

Listed 

(PolicyBa

zaar IPO, 

2021) 

Largest online 

insurance 

aggregator in 

India 

2008 

6 
Lendingk

art 

₹450 crore ($54 

million) (FY 

2022-23) 

200,000

+ 

business

es 

Loss (FY 

2022-23) 

Not 

Listed 

Prominent 

player in digital 

lending for 

SMEs 

2014 

7 CRED 

₹1,000 crore 

(~$120 million) 

(FY 2022-23) 

10+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

Growing 

rapidly, popular 

for credit card 

rewards and bill 

payments 

2018 

8 
Razorpay

X 

Part of 

Razorpay’s 

₹1,000 crore 

50,000+ 

business

es 

Profitable (FY 

2022-23) 

Not 

Listed 

Strong in 

business 

banking and 

financial 

services for 

2018 
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SMEs 

9 
ZestMone

y 

₹100 crore 

(~$12 million) 

(FY 2022-23) 

15+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

Leading BNPL 

platform in 

India 

2015 

10 Upstox 

₹400 crore 

(~$50 million) 

(FY 2022-23) 

10+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

Popular in stock 

trading, 

growing retail 

investor base 

2011 

11 
Digit 

Insurance 

₹1,500 crore 

(~$180 million) 

(FY 2022-23) 

15+ 

million 

policyh

olders 

Profit (FY 

2022-23) 

Not 

Listed 

Fast-growing in 

the insurtech 

space, gaining 

market share in 

health and 

motor insurance 

2016 

12 BharatPe 

₹500 crore 

(~$60 million) 

(FY 2022-23) 

10+ 

million 

mercha

nts 

Loss (FY 

2022-23) 

Not 

Listed 

Leading in 

merchant 

payments and 

small business 

financing 

2018 

13 Pine Labs 

₹3,000 crore 

(~$360 million) 

(FY 2022-23) 

150,000

+ 

mercha

nts 

Profit (FY 

2022-23) 

Not 

Listed 

Dominates POS 

payments and 

merchant 

financing 

1998 

14 
MobiKwi

k 

₹1,200 crore 

(~$145 million) 

(FY 2022-23) 

120+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

Significant 

share in mobile 

wallet and 

payments 

2009 

15 CoinDCX 

₹1,000 crore 

(~$120 million) 

(FY 2022-23) 

15+ 

million 

users 

Loss (FY 

2022-23) 

Not 

Listed 

Leading 

cryptocurrency 

exchange in 

India 

2018 

Future research should explore AI governance 

mechanisms, cross-border regulatory challenges, and 

the evolving role of AI in Decentralized Finance (DF) 

to understand its long-term implications in reshaping 

global financial ecosystems.[15-16] 

4. Fintech Market Performance Analysis 

India's fintech industry has seen significant growth 

and innovation in recent years, driven by 

advancements in technology, increasing smartphone 

usage, and a growing digital economy. Here are some 

prominent fintech companies in India, along with 

their focus areas as turnover, total number of users, 

listed or not, market share, and year of operation. 

5. Opportunities  

AI improves the proficiency and adequacy of 

portfolio administration by mechanizing resource 

allotment, personalizing monetary counsel, and 

moving forward chance administration. 

 Machine learning (ML) calculations 

empower real-time information examination, 
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advertising prescient experiences that can 

superior educate venture choices for offering 

and buying.  

 AIs capacity to handle enormous information 

gives a competitive edge for fintech 

companies in advertising custom fitted 

arrangements to clients, lessening operational 

costs, and expanding benefit.[17-18] 

6. Challenges 

 Paytm, PhonePe, and MobiKwik: The 

digital payments sector in India is extremely 

competitive, with several major players 

rivaling for market share.  

 The intense competition leads to thinner 

margins, customer acquisition costs (CAC), 

and the challenge of retaining users with 

loyalty programs and promotions with the 

security of the data and information.  

 Razorpay: The payments space has several 

competitors like PayU, BillDesk, and even 

newer entrants such as Stripe. Razorpay must 

constantly transform to stay ahead of the 

competition in terms of product offerings and 

pricing strategies. 

 PolicyBazaar: While PolicyBazaar is a leader 

in online insurance aggregation, it faces stiff 

competition from other Insurtech startups like 

Digit Insurance, Acko, and traditional players 

(LIC and other private banks) offering digital 

services. The fragmented nature of the 

insurance market in India adds complexity to 

maintaining market leadership. 

 Lendingkart and ZestMoney: In the digital 

lending space, there is increasing competition 

from both traditional banks (with digital loan 

offerings) and newer players. The customer 

acquisition cost is high, and default rates can 

be unpredictable in unsecured lending. 

 Upstox: While growing, Upstox faces 

competition from larger platforms like 

Zerodha, Groww, and others offering similar 

services, making differentiation challenging. 

 BharatPe: BharatPe is competing with other 

payment apps and digital lending startups that 

also cater to the small and medium business 

(SMB) market. Differentiation and customer 

loyalty remain key challenges, with more 

focus on financial inclusion.  

 CoinDCX: Cryptocurrency exchanges are 

particularly vulnerable to security risks. 

Given the volatile and decentralized nature of 

cryptocurrencies, exchanges like CoinDCX 

face heightened risks of hacks, thefts, and 

scams, which can erode consumer confidence. 

 MobiKwik: In the digital wallet space, 

safeguarding user balances, personal 

information, and transaction histories is 

crucial. Data breaches or improper handling 

of user data can result in severe reputational 

damage and regulatory action. 

 Razorpay, Paytm: Expanding into new 

markets can be difficult due to local 

regulations, competition, and consumer 

preferences. Competing with global giants 

like Stripe, PayPal, and Google Pay also 

presents a challenge for Indian fintechs. 

 CoinDCX, CRED: For companies like 

CoinDCX and CRED looking to expand 

globally, navigating international regulations 

(especially in the US and Europe) and gaining 

market trust poses a significant challenge. 

7. Findings & Suggestions 

Looking to challenges like operations, 

improving customer experience, and maintaining 

regulatory compliance will be key to the 

continued success of fintech companies in India 

and innovation services. 

 Regulatory hurdles are a major issue for all 

levels, with frequent changes in guidelines 

and status.  

 Competition is fierce, especially in the 

digital payments, lending, and investment 

sectors. 

 Cybersecurity risks and data privacy 

concerns are paramount due to the sensitive 

nature of financial data information of clients 

at different levels. 

 Customer trust remains a challenge, 

especially with the shift to online financial 

products and services. 

 Funding and profitability are critical as 

many companies are still growing 
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 Technological innovation is a constant need 

to stay ahead of market demands and 

competitors.[19-20] 

In conclusion, the application of AI in portfolio 

administration offers critical potential for 

advancement and development inside the fintech 

segment. In any case, to completely use AI, fintech 

companies must address the administrative, 

cybersecurity, competition, and client belief 

challenges. 
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