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Abstract. In the occasion of the rapid progress of digital economy and deep
combining finance and technology, when traditional commercial banks meet all
kinds of customers’ migration phenomenon, competition pressure from non-
banking institution (NBIs) and the troubles of profit model, Digital
transformation has taken on existential purposes, turning into a not optional
transformation source. This paper is about the digital practice of J. P. Morgan
Securities (China) Co. LTD from 2020 to 2024. Sorting and analyzing the key
data in the annual report systematically, technology drives development, light
asset operation, controllable data risk, high-quality staff. Through firm strategic
investment, the company achieved a 355% increase in operating revenue over the
past five years, its net profit has turned from negative to positive and has been
continuously rising; The risk and liquidity indicators are far better than the
regulatory standards, which verified the effectiveness of the “technology -
business - risk control - organization” integrated model. This case provides a
reference for Chinese commercial banks to learn from and promote digital
transformation from the superficial to the in-depth to avoid the waste of resources
and strategy.

Keywords: Digital Transformation, J.P. Morgan, Commercial Banks, Data-
Driven Risk Control, Asset-Light Operations.

1 Introduction

On the background of the rapid development of the financial systems on a global scale,
digital transformation of the bank is a change from a choice on strategy to a need for
survival. By 2023, the Bank for International Settlements noted that Digital
Technologies are reshaping how Financial Services are provided and who is providing
them. The international monetary fund (IMF) thinks if traditional financial institutions
do not integrate technological advances like ai, big data, cloud computing, then the
institutions will suffer from churn of customers and inefficiently. In China, the
penetration rate of mobile payments reached 86% last year and the number of online
wealth- management users passed 600 million, and the customers will need the services
that can be done currently, tailor- made and non-interruptive on their own pace. Under
such circumstances, digitalization can no longer be a tool that can enhance efficiency,
digitalization has been upgraded to be a new core competitiveness of bank.
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JPMorgan Chase is a G-SIB, its strategic philosophy of “technology is the core
business” has always led the direction of the industry. Particularly notable is its
presence in the Chinese market: J. P. Morgan Securities (China) Co., Ltd. officially
started business in 2020, and in just five years, it has made a leap from a joint-venture
pilot to a wholly foreign-owned enterprise and from a single license to full business
coverage. This is in line with China's policy of opening up its finance and localization
operates with digitalization. Most domestic banks are still at the stage of channel
migration or process automation, but J. P. Morgan's in China has an asset-light
structure, a high value-added service orientation, and data-driven risk control.
Therefore, systematic review of its transformation experience from 2020 to 2024 is
highly referable and lessons-learned for Chinese commercial banks now arriving at
such a crossroad of transformation.

Existing research mainly falls into two categories: One is the domestic banks taken
as a case, surface-oriented results such as mobile banking usage statistics; The other
one is the macro discussion of fintech effect on banks’ performance and lacks micro-
level strategic implementation and organization change research. Shanti say “real”
digital transformation is reconstructing what creates value logic of value: from "product
center" to "customer-journey" and creating new type of revenues from having data
assets [1]. Although some literature mentioned international experience, they are
mostly conceptual references and do not have actual operating data to support them.
Thus, this gap prevented practitioners from getting an actionable reference system. This
paper uses the continuous tracking reports of authoritative media such as The Wall
Street Journal, The Financial Times on J. P. Morgan’s technology strategy, and with
the reference to the original data in J. P. Morgan’s annual report on the China market
from 2020, reconstruct the actual situation of this transformation. The disclosures of
the structure of income, composition of personnel, risk indicators and so on in the
annual report are objective basis for assessing effectiveness.

2 Industry Background and Trends of Digital Transformation
for Commercial banks

In recent years, the process of digitalization of the world’s banks has accelerated
greatly, technology changes from being an auxiliary to the world in Banking businesses.
According to Mckinxsey's 2023 global banking report on major economies mobile
banking adoption is at approx 82% and the Artificial Intelligence (Al) customer service
coverage for large banks is between 76% also cloud native architecture is more and
more substituting traditional centralized systems as primary option for IT infrastructure.
This is not done by tech iterations, but by the many real pressures. Customer demand
structure changed, customers don’t want standard financial service but want financial
service with “instant response, seamless connection, highly personalized” demand
more payment, wealth, credit services. Some scholars state that digital transformation
in retail banks has moved beyond just channel shifting and it reconstructs the
organization around rebuilding the organization around customer value by
reconstructing the organizational structure, product logic, and data governance



Digital Transformation of Commercial Banks-A Case Study of J.P. ... 25

mechanism to create a tripartite transformation path of “strategy-technology-cultural”
[2].

Non-bank fintech companies created powerful external shock. PayPal's share of the
world's cross-border payments continues its rising trend and when Ant Group entered,
payment with an ecosystem has swept into credit, finance scenarios causing traditional
banks to race for the advantage of innovation by way of maintaining customer relations.
In addition, volatility of the global interest rate environment and the continuous
narrowing of net interest income have forced banks to reduce the cost of labor and
compliance and to improve the efficiency of capital utilization through the process of
automation and intelligent operation.

In the context of such background, the four clear trends of digital transformation of
the banking industry have become more prominent. First, application of artificial
intelligence has deepened from smart customer service, covering many areas such as
credit risk assessment, anti-fraud monitoring, investment research support, asset—
liability management, and it comprehensively empowers function from the front office
to the middle and back office. Based on the panel data of Chinese listed commercial
banks, Li Chaojie found that the intensity of digital investment has a significantly
positive relationship with return on assets (ROA), and the cost-to-income ratio has
dropped significantly and confirmed that the intelligent operation of business operating
efficiency by reducing costs and enhancing efficiency [3].

Omnichannel integration is a standard setup of service. Online applications take
transaction and inquiry, offline branch is complex consulting and serves high net worth
customers, and data function The two are connected and coherent. Alexandra et al., in
terms of a study on the Portuguese banking industry show, during the period of the
pandemic more than 80% of the standard transaction were done through online, while
physical outlets handled customer of high net worth and consultation and complex
business formed a pattern of "efficient process online" and "in-depth offline service"
[4].

Open- banking ecosystems are quickly forming. Banks put the account, payment and
risk control functions of e-commerce, travel, medical care, etc., expands the scope of
services by means of standard API interface. Data-driven decision-making mechanisms
are getting more mature: real-time data stream allows banks to change the way it
depends on experience and change depending on data; fast product iteration, customer
segment marketing, and dynamic risk early warning are all under data. These do not
develop apart from each other but more such that these strengthen each other in terms
of the frame where the current digitisation of banks can take place. And yet, during J.
P. Morgan’s practices from 2020 to 2024, the exact directions were followed: in the
China market, despite having only one branch in Shanghai and one in Beijing, it
achieved an increase in its brokerage business revenue from 0.09 (RMB 100 million)
in 2020 to 5 (RMB 100 million) in 2024 via a highly digital, asset-light operating model,
and the positive impact of omnichannel integration and scenario embedding was
demonstrated. It also reflects the actual effect of a data-driven risk-control system, and
the risk coverage ratio increased from 702 percent in 2020 to 1719 percent in 2024.
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3 Practice Analysis of J. P. Morgan’s Digital Transformation

3.1  Strategic Positioning and Objectives of Transformation

After J. P. Morgan Securities (China) Co. LTD has entered the Chinese market, scholars
can see that “reshape technology in finance” has become the main strategic direction,
on the direction of three enhancements to enhance customer experience, optimize risk
control, improve operation efficiency. It is not just catchword but has the pursuit of the
input of capital and arranging organizations. As shown in Table 1, In 2021, the company
changed from a Sino-foreign joint venture to a wholly foreign-owned enterprise, and
the registered capital jumped from 8.00 yuan (RMB 100 million) in 2020 to 19.99 yuan
(RMB 100 million), a year-on-year increase of 149.9%, the scale of capital input
provides strong support for localization business operations and lays a solid capital
foundation for the subsequent construction of digital infrastructure. At the beginning of
its operation, the company faced the pressure of substantial capital investment: the net
profit in 2020 was a loss of RMB 1.78 (RMB 100 million), which indicated that early
market development and system building brought heavy cost pressure to the company.
However, the company did not reduce its technology deployment but instead continued
to promote the construction of digital capabilities in the following years. The financial
performance improved as well: In 2021, the net profit was 0.72RMB (100 million
RMB), losing money to make a profit; And as of 2024, the net profit is 2.59 RMB (100
million RMB) and the cumulative profit for four years totals 4.5(100 million RMB). At
the same time operating income grew from 2.128 hundred million yuan (2020) to 9.651
hundred million yuan (2024) More than tripling indicating such strategic investment
generated business income. This can be seen and this is resolved in pursuing long digital
change.

Table 1. Key financial and capital indicators of J. P. Morgan Securities (China) Co., Ltd. 2020-
2024.

Indicator 2020 2021 2022 2023 2024

Registered
capital (RMB 8.00 19.99 19.99 19.99 19.99
100 million)

Operating
revenue
(RMB 100
million)

2.12 6.32 8.84 7.58 9.65

Net profit
(RMB 100 -1.78 0.72 2.63 1.19 2.59
million)

Data source: Annual report of J. P. Morgan Securities (China) Co., Ltd., 2020-2024.
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3.2 Digital Operations, Business Structure and Risk Indicators

J. P. Morgan Securities (China) Co., Ltd. has made continuous progress in the key
digitalization initiatives from 2020 to 2024 and has achieved some results. Although
the annual reports do not make specific disclosure of IT investment, it can be indirectly
reflected by changes in its personnel structure: In 2024, the number of employees of
the company is 190, among them, the proportion of employees with a master’s degree
or above reached 68.9 percent, many of which are engaged in technology and risk
control work, providing support for the upgrade of the system architecture and the
construction of data capabilities. Fan and Ariffin find that digitalization can greatly
reduce the transaction cost per unit and labor cost of Chinese commercial banks,
thereby facilitating the implementation of an asset-light operating mode [5]. As shown
in Table 2, between 2020 and 2024, risk coverage ratio increased from 702 to 1719,
pretty much using a whole lot of big data and Al for risk surveillances. The business
structure also had noticeable changes: The net fee and commission income is more than
93% of the total operating revenue all along, among them the increase of the brokerage
business is outstanding as well, from 0.09 (RMB 100 million) in 2020, having raised
up to 5.65 (RMB 100 million) in 2024, which could be concluded that the efficient
network of the online trading platform has reached many retail clients. Investment
Banking was already down, going from 4.13 (RMB 100 million) from 2021 up to 0.09
(RMB 100 million) in 2024and it has changed field/assets to be managed. The company
has just one Shanghai office and one Beijing one, it uses its comprehensive licenses to
provide trading, advisory and wealth management services through digital means, thus
growing without expanding physically using a “light branch network, heavy online”
approach. Net cash flow from operating activities changed from -1.74(RMB100
million) in 2022 to 5.19(RMB100 million) in 2024 indicating that the company's
operation efficiency has been improved. In addition, in 2024, the liquidity coverage
ratio (1193%), and net stable funding ratio (925%) were much above regulatory floor,
which have established a good and effective digital risk-control system in real time.

Table 2. Key operating indicators of J. P. Morgan Securities (China) Co., LTD, 2020-2024.

Indicator 2020 2021 2022 2023 2024

Brokerage business
revenue (RMB 100 0.09 1.38 5.56 4.95 5.65
million)

Net cash flow from
operating  activities -2.91 1.97 -1.74 1.64 5.19
(RMB 100 million)

Liquidity  coverage

ratio (%) 336 1139 800 1893 1193

Data source: Annual report of J. P. Morgan Securities (China) Co., LTD.,2020-2024.
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3.3  Organizational and Talent Support for Digital Transformation

During its digital transformation, J. P. Morgan Securities (China) Company Limited
pays much attention to building up an organization support system, and especially a
systematic way is used to optimize the talent structure, and Design incentive
mechanism. As shown in Table 3 ,the company has continued to enhance the quality of
its talent pool rather than expanding simply: The headcount reached 210 in 2022, but it
was gradually reduced to 190 in 2024; In the same period, operating income grew from
8.84 (in units of 100 million RMB) to 9.65 (in units of 100 million RMB), and net
profit, after adjustment, was 2.59 (in units of 100 million RMB) in 2024 compared to
2.63 (in units of 100 million RMB) in 2022, showing an improvement in per capita
efficiency. And then highly educated labour force takes up an important percentage:
The ratio of personnel holding a postgraduate degree or above was 68.9 percent in 2024,
which was 31.2 percent in 2020 and have multiplied, which means the company
attached importance to placing cross-disciplinary talents on key positions such as
technology, risk management, and product development. In addition, the total
compensation of all senior management personnel was 4,531.32 (RMB 10,000) in
2024. Though this was less than the peak of 6,286. 91 (RMB10, 000) in 2022, it was
still at a relatively high level, indicating long-term incentive and responsibility
constraint for strategic leadership. Although the annual report is not directly detailed
with the particular forms of “digital culture” or cross-department collaboration
mechanism, yet the trend that it has a stable to decline headcount and continuous
improvement in operational indexes indirectly indicates the internal process
coordination efficiency has improved, and the formation of an organization with data-
driven inertia. This “elite team+ effective incentives” organizational model can ensure
the technology implementation and business innovation of the enterprise have a stable
talent pool and an organizational guarantee.

Table 3. Human Resources and Incentive Indicators of J. P. Morgan Securities (China) Co.,Ltd.,
2020-2024.

Indicator 2020 2021 2022 2023 2024
Total ‘employees ¢, 173 210 206 190
(people)

Share with

master's degree or 31.2 723 70.0 71.4 68.9
above (%)

Total executive

compensation — — 6,286.91 4,025.84 4,531.32

(RMB 10,000)

Data source: Annual report of J. P. Morgan Securities (China) Co., Ltd., 2020-2024.
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4 J. P. Morgan's Digital Transformation Implications for
Chinese Commercial Banks

4.1 Technology Architecture and Long-term Investment

The J. P. Morgan experience in China demonstrates that successful digital
transformation must be a complete rebuilding of the deep architecture of the underlying
technology, rather than simply optimizing the front-end interface, doing things like
process digitization at the surface level. Although the annual report does not give the
specific figure of IT investment, it is inferred that the multiple operating data changes
reflect the support of information infrastructure such as data middle platform, cloud
computing and automatic operation and maintenance for efficient business operations
and real-time risk detection. Felipe et al indicated that applying cloud computing,
artificial intelligence and the Internet of things technology, to build a flexible and real—
time technology middle—tier able to provide support for the high—frequency-based
iterations and products of the bank to achieve its objective to monitor the risks [6].

The path of exchange of long-term technology investment for operational resilience
and capital efficiency provides reference for Chinese commercial banks: in the
promotion of digitalization, it is necessary to avoid the short-term and sporadic
mentality of projects and instead create a flexible, scalable, safe and controllable
technology architecture so that digital capabilities can truly be embedded into the core
of the business.

Empirical evidence from China also supports this view. Jiang Hexing demonstrates
that commercial banks advancing digital transformation in a systematic manner tend to
outperform their peers in terms of profit stability, capital utilization efficiency, and the
proportion of non-interest income, highlighting the long-term value of technology-
driven transformation [9].

4.2 Business

J. P. Morgan Securities (China) Company Limited is an operating model of a light
branch network and a heavy online focus, and it has a good digital business logic. As
of 2024, the company is left with only two entities, that is, the Shanghai and Beijing
branches, yet its online brokerage business revenue increased by more than 62 times in
five years, from 0.09 (RMB 100 million) in 2020 to 5.65 (RMB 100 million). The
proportion of fee and commission income is about 93 percent and can also be viewed
as a reliance on the development of high-value-added intermediary business. This path
indicates that the path of physical channel expansion is not necessary for enterprise
business development. Huang Liping et al., point out that commercial banks can
achieve targeted empowerment of specific industrial chains by building an ecosystem
that deeply integrates “industry + finance + digital technology”, such as Bank of
Kunlun, based on the energy and chemical industry, built an industry-finance digital
platform, through API interface to embedding transaction, logistics and cash flow
scenarios, to significantly improve service efficiency and customer stickiness [7]. APP
focuses on transaction convenience and personalized financial management, launches
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intelligent investment functions, and recommends products according to customers' risk
preferences. Docking e-commerce and high-end consumption scenarios through API
interface, realizing embedded reach of financial services.

4.3 Risk and Compliance

Digital transformation is not a choice to trade off risk control, but rather it can be
achieved through technology and reach better and more forward-looking risk control.
In 2024, J. P. Morgan Securities (China) reported liquidity coverage ratio of 1193%,
net stable funding ratio of 925%, both were above the general minimum requirement
(which is usually above 100%), indicating that it has developed a robust liquidity
monitoring system based on real-time data streams and intelligent algorithms. Even
when there was a period of high expansion during the business, Mountain system Ltd
asset —Liability Ratio was still pretty low around 15 percent and got down even further
to just 14.2 percent in 2024, suggesting a strong capital structure and resources to make
takeaway investments. According to the empirical evidence from Vietnamese
commercial banks, Hoque et al. (2024) state that when a bank has a higher level of
digitalization, its risk-taking is lower and the change in the ratio of non-performing
loans is more significant, indicating that intelligent risk control models are able to stop
excessive risk-taking behavior [8]. Relevant departments should integrate transaction
data, customer behavior data and public opinion data to build a multi-dimensional risk
assessment model; Establish a real-time monitoring system to provide second-level
warning for abnormal transactions.

4.4  Organization and Talent

Talent structure is the guarantee for carrying out digital transformation. J. P. Morgan
Securities (China), CO., LTD employees with a degree higher than bachelor accounted
for 31.2% in 2020, in 2024 this number reached 68.9, and 2024 all the executives
compensation total was 4,531,320 RMB (10,000), emphasizing the hybrid talents, that
both master technical and basics of financial and has a good one. At the same time,
starting from 2022, the total number of employees was 210 people, reduced to 190
people, but the income and profit have continued to increase, it can be seen that the
operation efficiency of the organization has improved a lot. Which implies that Chinese
commercial bank needs to brake traditional talent pick ways, actually get the people
who can do data analysis, system develop and product design and keep their people via
marathon incentive, so can have sustainable org has momentum for digital strategy.

Existing studies further suggest that the performance-enhancing effect of digital
transformation is stronger when banks align technological capabilities with inclusive
and customer-oriented financial services. Fan and Ariffin find that financial inclusion
plays a moderating role in strengthening the impact of digital transformation on banks’
performance in China, indicating the importance of integrating digital talent
development with inclusive business objectives [10].
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5 Conclusion

Based on authoritative financial media reports and the data disclosed in the 20202024
annual reports of J. P. Morgan Securities (China) Co., Ltd., this paper systematically
examines the path and outcomes of its digital transformation in the Chinese market.
The analysis shows that the company’s transformation was not limited to the
application of digital tools, but was instead driven by a strategic vision of “technology
reshaping financial services,” forming an integrated framework encompassing strategy,
business operations, risk control, and organizational structure

From a strategic perspective, despite recording a net loss of RMB 178 million in
2020, the company chose to complete its transition to a wholly foreign-owned
enterprise and significantly increase its registered capital to RMB 1.999 billion,
demonstrating a strong long-term commitment to digital investment. In terms of
business development, J. P. Morgan Securities (China) focused on asset-light and high
value-added digital intermediary services, with brokerage business revenue rising
sharply from RMB 9 million in 2020 to RMB 565 million in 2024. In risk management,
the application of data-driven risk control systems led to a substantial improvement in
risk coverage, which increased from 702% to 1,719%, while liquidity indicators
consistently remained well above regulatory minimum requirements. At the
organizational level, the proportion of employees holding a master’s degree or above
increased from 31.2% to 68.9%, supporting higher labor efficiency and more effective
cross-functional collaboration.

Overall, the transformation outcomes are evident. Between 2020 and 2024, operating
revenue increased from RMB 212 million to RMB 965 million, representing a
cumulative growth rate of 355%. Net profit turned from a loss to RMB 259 million in
2024, and net cash flow from operating activities also shifted from negative to positive,
reaching RMB 519 million. These results indicate that digital transformation, when
implemented in a systematic and integrated manner, can significantly enhance both
financial performance and operational resilience.

In conclusion, the experience of J. P. Morgan Securities (China) demonstrates that
effective digital transformation requires the coordinated advancement of technology,
business models, risk control mechanisms, and talent development, rather than
fragmented or symbolic digital initiatives. For Chinese commercial banks, this case
provides practical insights into building a data-driven and sustainable transformation
framework, avoiding “digitalization for its own sake,” and ultimately achieving high-
quality and long-term development in the digital economy.
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