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Abstract. In the framework of the current digital age, the rapid progressing in 

the field of Financial Technology has an important effect on the business model 

of commercial banks. Commercial banks' digital transformation has been a ma-

jor contributor to the financial system's reform and wave of technical advance-

ment. Grounded in the existing literature, this article summarizes and proposes 

that fintech facilitates the advancement of the digital transformation of com-

mercial banks and then reduces the risk-taking of commercial banks. At the 

same time, the study finds that with the wide utilization of fintech and digital 

transformation, commercial banks are facing new challenges in risk-taking and 

risk management. Based on this, this paper further clarifies the risk points gen-

erated by commercial banks during the course of applying fintech for transfor-

mation through digital technology and studies and summarizes the control 

measures of these risk points, providing enlightenment and reference for com-

mercial banking institutions to more accurately choose the business entry points 

of risk control and management and further improve the risk management 

measures and systems of commercial banks. This article provides guidance for 

the establishment and improvement of risk management mechanisms of com-

mercial banking institutions in the next step. 

Keywords: Fintech, Commercial banks, Digital transformation, Risk-taking, 
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1 Introduction 

In the past decade, digital technology has broken down the boundaries of temporal
and spatial dimensions [1]. Hess et al. believed that digital transformation is the
change that exponential technology may bring to the business model, product or
organizational structure of enterprises [2]. Weill & Woerner characterize a future-
ready enterprise as one capable of realizing a significant enhancement in performance
regarding customer experience and operational efficiency through the integration of
digital technologies [3]. Digital transformation refers to the strategic integration of
technology aimed at fundamentally improving organizational effectiveness and
impact [4]. The digital transformation of banks encompasses the ongoing integration
and utilization of advanced digital technologies, such as artificial intelligence and big
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data, within commercial banking institutions. This process accelerates the
optimization, upgrading, and innovative reconfiguration of business operations by
redefining traditional driving forces while fostering new ones, ultimately facilitating a
comprehensive journey of transformation, enhancement, and innovation [5].
However, there is a fundamental difference between Financial technology and
banking digitalization, as fintech uses innovative technologies to change financial
products and services [6,7].

In the current age of digital technology, the transformation towards digitalization is
a significant tendency in the ongoing evolution and the restructuring of the financial
framework. Additionally, the swift advancement of financial technology introduces
new opportunities for commercial banks to enhance their digital development. The
rapid evolution of financial technology also brings novel possibilities for the digital
advancement of commercial banks. After more than ten years of development, the
evolution of commercial banking institution within the digital conversion has taken a
leading position in the surge of technological advancement and the restructuring of
the financial framework and the digital operation of commercial banking entities has
achieved rapid development [8]. Research has indicated that technological
advancements such as large-scale data analytics, blockchain and machine intelligence
significantly influence the conventional service models and operational management
practices of commercial banks. Financial Technology has facilitated the advancement
of the evolution of commercial banks within the digitalized conversion, and with the
progression of financial tech has mitigated the risk bearing of commercial banks [9,
10]. Studies represented by Lapavitsas & Santos and Ariss also believe the utilization
of fintech and digital technology will substantially decrease the degree of risk bearing
of commercial banks, mainly through the improvement of profitability, the alleviation
of information asymmetry in the credit market and the improvement of ability to
manage risks [11,12]. Digital transformation by improving the risk management
ability and reduce the information asymmetry can significantly reduce the credit risk,
by lowering costs and improve profitability to lighten the bankruptcy risk, by
lowering the cost of management and control the risk bearing level, improve the
operational efficiency of the wang can be based on China's listed commercial Banks
data such as inspection, found that Financial technology and the commercial bank risk
bearing in the long term performance for negative correlation [13].

However, with the wide application of fintech and digital transformation, new risk
points have emerged in the risk bearing of commercial banks to take risks and
commercial banking institutions are facing new challenges in risk-taking and risk
management. For example, Hauswald & Marquez and Stoica et al., based on the
experience of Asian developing countries, have found that innovative products of
digital transformation technology are more homogeneous, which drives the bank
credit market to sink, thus forming potential risk accumulation [14,15]. Liu Mengfei
is in examining the financial technology and the relationship between systemic risk in
commercial bank, found that the internal financial technology contributed to the
banking systemic risk [16]. Wang Sheng et al. also believed that due to the
development of Internet finance, banks' dependence on wholesale funds such as inter-
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bank lending has increased, which has prompted banks to carry out blind credit
expansion and thus lead to risk accumulation [17].

To sum up, although the research regarding the effects of fintech and digital
transformation of commercial banks on the risk-taking of commercial banks is
gradually increasing, the currently available literature has not reached a consensus on
regarding the influence of digital transformation on the risk bearing behavior of
commercial banks. Moreover, the discussion on the risk problems of commercial
banks due to system closure, data governance and data analysis ability and the
countermeasures and suggestions are relatively few and not deep enough.
Consequently, there remains significant scope for further investigation regarding the
impact of bank digital transformation on risk bearing and countermeasures. Therefore,
this paper will further clarify the risk points generated by the role of commercial
banks in the ongoing procedure for applying fintech to implement digital
transformation, study as well as summarize the control measures of these chancy
points and strive to put forward feasible risk management measures and systems of
commercial banks, o offer guidance and a reference for commercial banks in selecting
the most precise entry point for risk control and management. This paper provides
guidance for the establishment, application and improvement of the mechanism for
managing risks of commercial banks in the next step.

The following sections of this manuscript are structured as outlined below: the
second part of this study examines the effects of fintech on the Commercial Bank
Digitalization, the third part discusses the shift towards digitalization to mitigate
banking risks, the fourth part summarizes the impact of the existing problems in
Commercial Bank Digitalization on risk taking as well as solutions, and the fifth part
is the conclusion.

2 Impact of Fintech on the Digital Transformation of
Commercial Banks

Transformation Enabled by Digital Technology refers to the process of changing
enterprise business and improving enterprise capabilities through a series of data,
computational processes, effective communication and interconnection technologies
[18]. How to make better use of fintech to facilitate the advancement of the
Commercial Bank Digitalization has also become the focus of academic attention
[19]. The utilization of fintech in commercial banking institutions enables commercial
banks to supply faster and more personalized services through automated and
intelligent means. For example, by using digital analysis to enhance service quality,
through the use of artificial intelligence (AI) technology, banks can analyze
customers' consumption habits and preferences through big data, provide personalized
financial products and services, and provide customers with more accurate financial
product recommendations, thus improving customer satisfaction and loyalty [20]. The
utilization of financial technology in commercial banking institutions provides
commercial banks chances for innovating business models and creating new products
and services. Such as, by introducing the pay system based on block chain, Banks can
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optimize transaction efficiency and minimize expenses. And as: block chain
technology in the commercial bank can enhance the clarity of transactions and the
safety of application of mobile payment and the widespread acceptance of digital
currencies offers customers more payment options. The rise, peer to peer lending
(P2P) network borrowing the advent of a novel mode of fiscal facilities, such as also
provides new business growth point of commercial Banks. Therefore, financial
technology as well as the integration of commercial Banks could spur determine its
digital transformation effect [19].

With the extensive implementation of financial science and technology, machine
intelligence will be more extensive and more unstructured data set into the analysis of
the Banks can more accurately assess and manage risk, provide a more intelligent
decision support at the same time, improve the bank decision-making scientific and
forward-looking, more conducive to commercial Banks to control risks, but facing
new challenges in regarding the management of risks and compliance [19]. On one
side, the commercial Banks guard against financial risk from technology, need to
strengthen the risk assessment and management of emerging technology. On the other
hand, as progress is made in regulatory science and technology, the bank also needs to
leverage technology to enhance operational efficiency in compliance, ensure legal
compliance of the business, to ensure the requirements of the digital transformation in
accordance with the latest regulations, but also protect the data privacy and the rights
and interests of clients.

3 Digital Transformation Reduces the Risks of Commercial
Banks

3.1 Fintech and Commercial Bank Risks

The banking sector is experiencing a shift towards digitalization, and risk serves as a
crucial metric for evaluating banking operations [21]. The risk associated with
commercial banks pertains to the potential for incurring losses or generating
supplementary revenue as a result of uncertain factors influencing the bank's
operational processes, which may cause actual returns to deviate from anticipated
outcomes.

The use of financial technology like AI technology and large-scale data can
enhance the sophistication of risk evaluation in banking. The risks associated with big
data control model can conduct multi-dimensional analysis of indicators for assessing
risk levels, assist in identifying the interaction effects among various variables., and
can provide a more precise description of users' default traits., thus improving the
capability for management of risk. Enhancing the fintech capabilities of banks can
mitigate risk-taking by strengthening their ability to manage risks effectively. he
integration of fintech and digital transformation can enhance evaluation of customer
creditworthiness, streamline the effectiveness of credit transaction processing
activities, mitigate banking chancy, and ultimately improve overall performance in
operations [22, 23]. Fintech improves the risk management capability and decreases
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the risk bearing of banks through the process involving operating income and the ratio
of capital adequacy [7, 24, 25]. The utilization of digital finance can enhance the
capability of banks to mitigate control risks [26, 27]. Utilization of digital finance
enables commercial banks to more effectively characterize profiles of customers and
cater to "long-tail customers, alleviating the imbalance of information of the
conventional banking sector, and it has enhanced the bank's market dominance and
ability to withstand and control risks [26,27]. Jiang Hai et al. discovered that the
process of digital transformation in banks significantly reduced the management cost
of banks and improved the operational efficiency, thus reducing the motivation of
banks to take excessive risks [28]. To sum up, fintech can effectively reduce bank
risks [29].

igital Transformation and Risk-taking of Commercial Bank

The risk management practices of commercial banks involve the strategies and
actions taken to mitigate potential risks encountered during their operational and
managerial processes. The objective is to maximize profit while minimizing risk.
Risk-taking is defined as the strategic behavior of a business that deliberately engages
in risk exposure to achieve substantial returns.

Commercial banks can enhance their risk management and control mechanisms
ability through the continuous improvement of transformation through digital
technology level, so as to reduce their risk taking. The swift advancement of fintech
and its extensive use in Commercial Bank Digitalization can change the management
of risk mode of commercial banks and enhance the efficacy, precision, punctuality
and stability of management of risk. Commercial banks rely on fintech to achieve
digital transformation to disrupt through the constraints of time and space, maximize
the reach to customers as well as realize the diversification of data dimensions, in
order to enhance the risk control capability and significantly decrease the risk bearing
of commercial banks [9]. For instance, Zhang Yeming and colleagues examined how
fintech affects the digital transformation processes within commercial banks [19].
Through the alteration of channels, procedures, offerings and organizational structures
of commercial banks, fintech has enhanced their capabilities in customer acquisition,
business operations, research and development, and management. This evolution has
facilitated the transition of banks towards online platforms that are scenario-based and
intelligent. For another example, the digital transformation decreases the systemic risk
of banks by solving the issue of information asymmetry [30]. Moreover, by solving
the problem of information asymmetry, it improves the efficacy of risk management
[6]. By improving profitability, it inhibits banks' risk-taking [6].

Nowadays, many studies choose to conduct research by empirical analysis or case
combined with a research model. By constructing risk early warning model of
commercial banking institutions, a specific analysis is conducted on how digital
transformation can enhance the effectiveness of risk management in commercial
banks and reduce the risk exposure. For example, Chinese commercial banks use Fin-
tech's advantages in information technical experts and software tools for the
identification and valuation of risks. and then reduce their credit risks [31]. Wang
Zhiqiang and others using the ordinary least squares (OLS) and panel revised standard

3.2
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error (PCSE) model to study the digital transformation of commercial banking
institutions from 2013 to 2022, Vietnam on credit, bankruptcy, and the impact of
liquidity risk, it can be inferred that the procedure of digital transformation by
improving the risk administration ability and reduce the information asymmetry can
significantly reduce the credit risk. Digital transformation also contributes to educe
the impact of bankruptcy risk by reducing expenditures and improving the capacity to
generate financial returns [32].
To sum up, Commercial Bank Digitalization in risk management and has a positive
significant influence.

4 Analysis of Problems and Countermeasures in Commercial
Bank Digitalization

4.1 Existing Problems

Digital conversion has become an inevitable choice for commercial banks "to
strengthen their overall capabilities and achieve sustainable development. However,
during their digital transformation process, commercial banks generally face the
following problems, which have a negative effect on the risk bearing behavior of
commercial banks [33].

Poor data governance and data analysis capabilities. Data has emerged as a novel
factor of production and commercial banks are deficient in data awareness, data
modeling and data management, which seriously affects the procedure of digital
conversion of commercial banks [34, 35]. For example, the extensive data amassed by
commercial banks over time represents a valuable asset in the context of the digital
economy. Nevertheless, due to the absence of data exchange, the resource sharing
mechanism between departments has not been established and the problem of
"information island" has not been fundamentally solved. For another example, due to
the absence of unified data criteria and the deficiency of refinement of data
granularity, it is extremely difficult to integrate and utilize cross-department, cross-
level, cross-period and cross-region data. The joint development of data and
information interconnection of different departments have not been realized and the
lack of data asset catalog at the whole bank level leads to information asymmetry
between data production and use departments. Data between higher and lower,
regional resources, sharing and utilization of existing barriers between departments, is
difficult to realize data sharing, effective data analysis function have not been fully. It
has a negative effect on management of risk and risk bearing [36].

The application of new technologies such as machine intelligence and large-scale
data not only promotes the intelligent risk assessment of banks, but also makes the
problem of data security increasingly prominent. It is urgent to build an overall
information security layout framework in the field of commercial banks.

With the rapid progress of financial innovation technology and its wide application
in the Commercial Bank Digitalization there is a serious deficiency of complex talents
in financial business and management of data, which creates challenges in completely
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recognizing, standardized ai well as effectively use the intrinsic value of data assets.
There is an urgent need to nurture a significant quantity of compound talents
proficiently in monetary enterprise and management of data.
4.2 Solutions

Although some studies for risk management put forward suggestions that regulatory
bodies ought to promote investments by commercial banks in various facets of digital
transformation., regulators must prioritize the development and strengthening of
consistent and complete legal frameworks and policy makers ought to encourage
collaboration across various relevant departments. However, no operational
countermeasures have been proposed for data asset governance and standardized use.
However, the challenges to data security posed by emerging technologies and
innovative business models are growing daily, making it imperative to establish a
comprehensive framework for information security in the context of financial
innovation [33].

Strengthen the deep integration of fintech and bank of commerce. To achieve
standardization the data asset management of bank of commerce, improve the data
governance and data analysis capabilities and improve the risk management level and
risk bearing capacity of banks, many scholars have designed detailed transformation
plans for commercial banks. For example, improving basic capabilities such as digital
IT and organizational structure, such as building cloud platforms and big data
framework. Building new business models to improve service quality with digital
analysis [20, 37, 38]; Actively cooperate with technology enterprises to form a new
financial ecosystem [39]; According to their own characteristics and advantages,
banks take their own distinctive digital development routes [40]. Zhang Yeining et al.
concentrated on the procedure of fintech influencing the Commercial Bank
Digitalization and validated the process by which fintech impacts Commercial Bank
Digitalization commercial banks by using the intermediary effect model grounded in
the calculation of the digital level of 46 listed the bank of commerce. The results
show that fintech affects the communication channels, procedures, offerings and
arrangements of commercial banks, improves the procedure of acquiring customers,
enterprise, research and capabilities for development and management of commercial
banks and promotes the banks to become online, scenario-oriented and intelligent.
The degree of integration between fintech and commercial banks determines its effect
on facilitating Commercial Bank Digitalization [19].

Enhance the security protocols and capabilities for risk mitigation of commercial
banks' digital transformation and development. To guarantee the protection of data
and the reliability of digital operating systems. Banks of Commercial and relevant
cooperative units must rely on the professional guidance of regulatory authorities to
strengthen management of data and the protection and management of the
applicability of technical resources. It is essential for them to efficiently oversee the
security of both the application program and hardware involved in digital
transformation infrastructure. Effective measures should be taken for the
vulnerabilities of technology itself, such as establishing strict safety nets and
firewalls. Mitigate potential losses to the bank's interests arising from technical
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failures that may lead to system crashes in a pragmatic manner. Concurrently,
advance the digitalization of risk management by establishing a flexible management
framework for data and both software and hardware resources, thereby ensuring data
security and the stable operation of the system. Concurrently, priority should be given
to developing refined management models for the risk associated with credit
exposure, the risk associated with liquidity constraints, the risk associated with
operational processes, the risk associated with non-compliance and so on, in the
digital transformation environment, so as to enhance the capacity to effectively
manage risks in the novel ecological context. It is worth emphasizing that
Commercial Bank Digitalization must be conducted in accordance with the oversight
from pertaining to regulations bodies and the security standards and capabilities for
preventing risks in the advancement of digital transformation. should be improved.

5 Conclusion

Due to the swift advancement of financial technology, its application in the
Digitalization of Commercial Banking has been deepening, which has a wide and
profound impact on Commercial Bank Digitalization. The digitalization started by
fintech on traditional commercial banks through different effect mechanisms and
transmission channels is a reshaping of the original enterprise framework of
commercial banks, which improves the efficiency of management of risk and risk
bearing the capacity of commercial banks. However, due to the existence of many
problems, such as data governance and data analysis ability to be further
strengthened, financial innovation to build an overall framework for organizing
information security has not yet been established, financial business and data
management complex talents are still insufficient, which has a negative effect on the
risk management and risk bearing of commercial banks, and still. need to be improved
by both theoretical research and practical exploration. At present, more and more
scholars have joined this research.

In the next step, Digitalization of commercial banking should use financial
technology to identify and mitigate financial risks in the digitalization and truly
achieve the enhancement of risk management effectiveness and risk bearing capacity.
In terms of data management, it is essential to enhance the governance of all kinds of
financial institutions data. Relevant departments should strengthen the construction of
financial infrastructure, integrate regional information, break information islands,
actively build the digital operation system of ecosystems commercial banks, and
strengthen cooperation with other regions. In terms of data and system security,
commercial banks must effectively manage the software and hardware security of
digital transformation infrastructure. Regulatory authorities need to proactively
develop policies that align with contemporary demands, strengthen their financial
oversight capabilities, innovate methods for supervising digital risks, and leverage
financial technology to enhance the efficiency of supervision while promptly
identifying and addressing potential risk exposures. To improve talent acquisition and
development, the government ought to enhance efforts in recruiting and training
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skilled professionals. This includes forming specialized teams focused on data
processing and algorithm modeling, which can support commercial banks in their
digital transformation initiatives, thereby boosting their competitive edge.
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