
Babak Naysary
Amine Tarazi

The Digital Finance Era
A Journey Through Fintech 
and Cryptocurrency



The Digital Finance Era



Babak Naysary · Amine Tarazi 

The Digital Finance 
Era 

A Journey Through Fintech and Cryptocurrency



Babak Naysary 
Birmingham City University 
Birmingham, West Midlands 
United Kingdom 

Amine Tarazi 
Economics Department 
University of Limoges 
Limoges, France 

ISBN 978-981-97-3969-1 ISBN 978-981-97-3970-7 (eBook) 
https://doi.org/10.1007/978-981-97-3970-7 

© The Editor(s) (if applicable) and The Author(s), under exclusive license to Springer 
Nature Singapore Pte Ltd. 2024 

This work is subject to copyright. All rights are solely and exclusively licensed by the 
Publisher, whether the whole or part of the material is concerned, specifically the rights 
of translation, reprinting, reuse of illustrations, recitation, broadcasting, reproduction on 
microfilms or in any other physical way, and transmission or information storage and 
retrieval, electronic adaptation, computer software, or by similar or dissimilar methodology 
now known or hereafter developed. 
The use of general descriptive names, registered names, trademarks, service marks, etc. 
in this publication does not imply, even in the absence of a specific statement, that such 
names are exempt from the relevant protective laws and regulations and therefore free for 
general use. 
The publisher, the authors and the editors are safe to assume that the advice and informa-
tion in this book are believed to be true and accurate at the date of publication. Neither 
the publisher nor the authors or the editors give a warranty, expressed or implied, with 
respect to the material contained herein or for any errors or omissions that may have been 
made. The publisher remains neutral with regard to jurisdictional claims in published maps 
and institutional affiliations. 

Cover credit: Andriy Onufriyenko 

This Palgrave Macmillan imprint is published by the registered company Springer Nature 
Singapore Pte Ltd. 
The registered company address is: 152 Beach Road, #21-01/04 Gateway East, Singapore 
189721, Singapore 

If disposing of this product, please recycle the paper.

https://doi.org/10.1007/978-981-97-3970-7


Contents 

1 Introduction and Overview 1 
Introduction 1 
The Emergence of Digital Sharing Economy 1 
Disruption and Disintermediation in Financial Services 
Industry 5 
Decentralized Finance 7 
Societal Implications of FinTech 8 
References 10 

2 Fiat Money: History and Features 13 
Introduction 13 
Barter and Commodity Money 13 
Precious Metals 16 
Transition to Paper Money 17 
Emergence of Banks 19 
International Monetary Systems 23 
References 26 

3 Financial Technology Sectors and Business Models 29 
Introduction 29 
FinTech, Definition and Background 30 
Alternative Payments 31 

E-wallets 33 
P2P Payments 35

v



vi CONTENTS

Cryptocurrencies 36 
CBDC 36 
Buy Now, Pay Later (BNPL) 36 

Crowdfunding 37 
Evolution and Growth of Crowdfunding 37 
Types of Crowdfunding 39 
The Crowdfunding Process 43 
Challenges and Risks of Crowdfunding 45 

Peer-to-Peer lending 48 
Definition and Overview 48 
Historical Development of P2P Industry 48 
Key Sectors in the P2P Industry 49 
Business Models in the P2P Industry 50 
Risks of P2P Industry 51 

Robo-Advisory 52 
Origins of Robo-Advisory 52 
Robo-Advisory Business Model 53 

RegTech 54 
An Overview of RegTech Growth 54 
RegTech Business Models 58 

Insurtech 60 
Impact of Insurtech on the Insurance Value Chain 60 

Role of FinTech in Covid-19 Era 62 
References 64 

4 Cryptocurrency 69 
Introduction 69 
Genesis of Cryptography and Cryptocurrency 69 
Blockchain 71 

Distributed Ledger 72 
Nodes 72 
Transactions 73 
Consensus Mechanism 74 
Cryptography 75 
Blocks 76 
Hashing 76 
Smart Contracts 77 
Pros and Cons of Blockchain 78



CONTENTS vii

Applications of Blockchain 80 
Cryptocurrency Wallets 83 

Public Key 83 
Private Key 84 
Types of Cryptocurrency Wallets 84 

Cryptocurrency Exchange 88 
Cryptocurrency as a Payment Mode 89 
Cryptocurrency Mining 90 

Mining Equipment 90 
Mining Software 91 
Validation 92 
Mining Difficulty 92 
Rewards 93 
Mining Pool 94 

Cryptocurrency and Data Privacy 96 
Overview of Top Cryptocurrencies 97 
Stablecoins 99 

Fiat-Collateralized Stablecoins 99 
Crypto-Collateralized Stablecoins 100 
Algorithmic Stablecoins 101 

References 102 

5 Central Bank Digital Currency 107 
Introduction 107 
What Is CBDC and How It Works? 108 

Infrastructure 109 
Issuance 111 
Distribution and Redemption 114 
Security 116 

CBDC Project Objectives 117 
Monetary Policy 117 
Financial Stability 119 
Bank Runs Risk 120 
Payment System Efficiency 121 
Financial Inclusion 121 
Illicit Activities 122 

CBDC Types 123 
Retail CBDC 123



viii CONTENTS

Wholesale CBDC 124 
CBDC Projects Around the World 124 

China—Digital Currency Electronic Payment (DCEP) 124 
Sweden—E-krona 125 
Bahamas—Sand Dollar 126 
European Union—Digital Euro 126 
United States—Digital Dollar 127 
Thailand—Project Inthanon 128 

Demand for CBDC 129 
CBDC and Cryptocurrency 130 

Control and Issuance 130 
Regulatory Framework 131 
Technology 131 
Stability and Value 131 
Purpose and Use Cases 132 
Privacy and Anonymity 132 

References 132 

6 Neobanks 139 
Introduction 139 
What Is Neobank? 140 
Neobanks vs. Traditional Banks 140 

Physical Presence 140 
Fee Structures 141 
Financial Products 142 
Customer Service 143 
Size 143 
Technology 144 
Reputation 144 

Digital Banking vs. Neobanks 145 
Neobanks Products 145 

Digital-Only Bank Accounts 145 
Instant Money Transfers 146 
Savings Goals and Automatic Savings 146 
Budgeting Tools 146 
Personalized Financial Advice 147 
Cryptocurrency Integration 147 
Foreign Currency Accounts 147 
Round-Up Savings 147



CONTENTS ix

International Money Transfers 148 
Technological Infrastructure 148 

Cloud Computing 148 
Application Programming Interfaces (APIs) 149 
Mobile Apps 149 
Artificial Intelligence (AI) and Machine Learning (ML) 150 
Cybersecurity 151 

Personnel Expertise Composition 151 
Digital Banking Expertise 151 
Regulatory and Compliance Experts 152 
Risk Management Experts 152 
Financial Experts 152 
Customer Service Experts 152 
Data Scientists and Analysts 152 
Product Management Experts 153 
Human Resources Experts 153 

Neobanks and e-KYC 153 
What Is e-KYC? 153 
Benefits of e-KYC for Neobanks 154 
Challenges of e-KYC for Challenger Banks 154 

Global Cases of Neobanks 155 
Revolut 155 
Chime 155 
N26 156 
Monzo 156 
Ally Bank 156 

Neobanks and SMEs 157 
Neobanks: Disruptive or Sustaining Innovation 158 
References 160 

7 Digital Currencies’ Implications for the Monetary 
System and Financial Stability 165 
Introduction 165 
Cryptocurrency and Monetary Policy 166 

Reduced Control of Central Banks 166 
Impact on Inflation 167 
Difficulty in Implementing Monetary Policy 169 

Cryptocurrency and Financial Stability 170 
Volatility 170



x CONTENTS

Cybersecurity 171 
Regulatory Uncertainty 172 
Disintermediation 173 

CBDC and Monetary Policy 173 
CBDC and Financial Stability 174 
Stablecoins and Monetary System 175 

Stablecoins 175 
Impact on Monetary Policy 175 
Impact on Financial Stability 176 

References 177 

8 FinTech and Financial Inclusion 183 
Introduction 183 
What Is Financial Exclusion? 184 
Causes of Financial Exclusion 185 

Geographical Factors 185 
Socioeconomic Factors 186 
Cultural and Gender-Based Factors 187 
Technological Factors 188 

FinTech: Enabling Financial Inclusion 189 
Increased Access to Financial Services 189 
Cost Reduction and Efficiency Gains 190 
Empowerment of Underserved Communities 190 
Enhanced Financial Literacy and Education 190 
Job Creation and Economic Growth 190 

FinTech Segments and Financial Inclusion 192 
Mobile Money and Digital Wallets 192 
Peer-to-Peer Lending Platforms 194 
Crowdfunding 195 
Blockchain and Distributed Ledger Technology 196 
Robo-Advisory Services 198 
Big Data Analytics and Credit Scoring 199 

Barriers to Digital Financial Inclusion 200 
Infrastructure Barriers 200 
Financial Literacy 201 
Trust and Security Barriers 201



CONTENTS xi

Regulatory and Policy Barriers 202 
Regulatory Considerations for FinTech and Financial 
Inclusion 202 
References 204 

9 Legal Framework for Digital Currencies 211 
Introduction 211 
Regulation of Digital Currency Exchanges 212 
Regulatory Approaches to Digital Currencies 213 

United States 213 
European Union 214 
United Kingdom 216 

Regulatory Challenges and Considerations 217 
Technological Complexity 217 
Cross-Border Transactions 217 
Market Volatility and Investor Protection 217 
Consumer Education and Awareness 218 
Money Laundering and Illicit Activities 218 
Regulatory Coordination and Harmonization 218 
Innovation and Market Development 218 
Scalability and Systemic Risks 219 
Legal Framework and Jurisdictional Challenges 219 

Anti-Money Laundering (AML) and Know Your 
Customer (KYC) Requirements 219 

AML Regulations for Digital Currency Businesses 219 
KYC Obligations and Customer Due Diligence 220 

Consumer Protection and Investor Safeguards 221 
Taxation of Digital Currencies 222 
Regulatory Sandboxes and Innovation 225 
References 226 

10 New Generation of Participants in Financial Industry 231 
Introduction 231 
Generational Differences and Technology Adoption 232



xii CONTENTS

Understanding Generational Cohorts 232 
Baby Boomers and FinTech Adoption 234 
Generation X and FinTech Adoption 235 
Millennials and FinTech Adoption 236 
Generation Z and FinTech Adoption 237 
Impact on the Financial Market 239 
References 240 

11 The Road Ahead 243 
Introduction 243 
Overview of the Evolution of Money 243 
The Future of Money: A Glimpse into a Digital Horizon 244 
Emerging Trends and Future Scenarios 246 

Decentralized Autonomous Organizations (DAOs) 246 
The Role of Artificial Intelligence (AI) and Machine 
Learning (ML) 246 
Social and Cultural Implications 246 

Conclusion: The Uncharted Territory Ahead 247 
References 247 

Index 249



List of Figures 

Fig. 1.1 Global internet penetration 2 
Fig. 3.1 Robo-advisory process in banking sector (Source 

Dietzmann et al. [2022]) 55

xiii



CHAPTER 1  

Introduction and Overview 

Introduction 

This chapter outlines a sketch and a brief overview of the topic, including 
the genesis of FinTech and its development in the past decade along with 
the subsequent challenges and opportunities that its various segments 
are posing to the incumbent banking and financial institutions; the 
main argument in this chapter will be the fact that disruption is a real 
phenomenon taking place in a fast pace in financial industry and that 
financial institutions, particularly banks which were immune to severe 
disruption, under the idea of “Too big to fail” (TBTF) until recently, are 
now hit with transformations in the form of disintermediation in financial 
services industry. 

The Emergence of Digital Sharing Economy 

Technology has been one of the major contributors to the economic 
growth in the past few decades across the globe. Expansion of internet 
access (Fig. 1.1) coupled with development of online platforms and appli-
cations has provided businesses with the abundance of information and an 
opportunity to produce and market products and services in ways which 
were not possible before. According to predictions by market research

© The Author(s), under exclusive license to Springer Nature 
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2 B. NAYSARY AND A. TARAZI

firm IDC,1 by 2023, more than 65 percent of global GDP will be digital-
ized (driven by digitally transformed enterprises) which can be considered 
as a new tipping point for digital supremacy. This also, in part, plays into 
a generational culture shift for Millennials and Generation Z (born after 
1981), who are tech-savvy and spend a sizeable portion of their waking 
hours online. These have given rise to new business models which are 
shaping an emerging phenomenon called sharing economy. Although 
sharing economy has been studied and referred to as an independent 
concept, it cannot be denied that it is one of the by-products of digital 
economy; and considering the fact that sharing has always existed in the 
economic transactions in various forms and is not a new event, the term 
digital sharing economy has been used by researchers and practitioners 
and appears to do more justice to the term in conveying its underlying 
meaning. 

Digital sharing economy can be defined as the application of tech-
nology and innovation leveraging digital solutions (such as internet,

Fig. 1.1 Global internet penetration 

1 https://www.idc.com/research/viewtoc.jsp?containerId=US46880818. 

https://www.idc.com/research/viewtoc.jsp%3FcontainerId%3DUS46880818
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mobile devices, and applications) to collaboratively engage communi-
ties in numerous transactions such as accommodation, transportation, 
multimedia exchange, finance, health, and education. It can be viewed 
as the emergence of software platforms performing the role of inter-
mediaries between the private buyers and private sellers and facilitating 
the exchange of resources. The significance of digital sharing economy 
stems from the fact that the traditional forms of sharing and collaboration 
(which might not necessarily contribute to the economy) are transforming 
into organized, formal, and larger scale online processes whose direct 
benefits to the GDP can be observed and measured. The promising 
prospects of digital sharing economy for socioeconomic development 
have urged many firms to adopt new business models. Some exam-
ples of successful companies emerging from the digital sharing economy 
ecosystem include Airbnb and Couchsurfing (short-stay accommodation), 
Uber and BlaBlaCar (ride sharing and transportation), Lime (electric 
scooter rental), Lending Club and Kickstarter (peer-to-peer lending and 
crowdfunding), edX and Coursera (educational platforms), Freelancer (on 
demand professional services), American Well, Doctor On Demand, and 
Cohealo (healthcare service). 

Among the reasons for rapid expansion of digital sharing economy over 
the past decade and emergence of a new breed of firms and startups are 
(i) widespread internet availability and access to smartphones, (ii) explo-
sive innovation and technological advancements in online platforms and 
applications. This has led to emergence of another recent and significant 
phenomenon called big data analytics which is extensively used by firms 
and startups to match supply and demand and even set the optimum 
pricing using advance algorithms, (iii) ease of entry into the market which 
has increased democratization of entrepreneurship by reducing barriers 
for new firms and startups to enter into the marketplace through creating 
apps and online platforms, (iv) facilitated financial transactions between 
individuals through innovative payment solutions, (v) increased avail-
ability of data and subsequent enhancement of transparency regarding 
the information about buyers, sellers, and products and services offered. 
This has helped to alleviate some of the security risks issues associated 
with online services, and finally, (vi) economic turmoil in the past few 
two decades, which has led many people to relinquish their dependency 
on the traditional employment channels and seek new sources of income. 

The digital sharing economy is an ecosystem where various players and 
parties interact at three levels. At the core are sharing economy digital
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platforms that connect suppliers and consumers at the individual level. 
The ecosystem is complex, involving organizations that interact with these 
platforms at the organizational level, leading to new business models. It 
also includes government agencies at the country level, acting as super-
visors and regulators to ensure healthy operations and prevent fraud and 
market failures. 

The idea of sharing idle capacity in digital sharing economy is central 
for considering it as one of the drivers of sustainability, following Frenken 
et al. (2015)’s definition of sharing economy as “consumers granting each 
other temporary access to under-utilized physical assets (idle capacity), 
possibly for money.” One of the apparent benefits of this model, which 
has been the subject of much research and debate, is the environmental 
impacts. The fact that ownership of products has become secondary to 
usage, in light of the possibility to access them with a lower price through 
borrowing or renting, has theoretically contributed to the decline in the 
number of new goods produced (the pinnacle of which is car sharing). 
Apart from environmental impacts, digital sharing economy is believed 
to have created a platform for sharing peers to experience meaningful 
contacts and increase the social mixing of individuals with different socio-
demographic background. From an economic standpoint, the digital 
sharing economy platforms are creating a new market that is expanding 
the volume of transactions and at the same time due to lower associ-
ated costs, it is injecting additional purchasing power to the economy 
and possibly leads to more consumer welfare. 

However, critics argue that the advantages of sharing economy are 
exaggerated and more complex and there are still shortcomings which 
hinder its development such as lack of trust and security risks issues, 
unfair competition created by under-regulated marketplace which also 
facilitates tax avoidance and possible violation of workers’ rights in terms 
of health insurance, pensions, and other benefits. Nevertheless, the digital 
sharing economy has proven to have disruptive impact on the business 
sectors. The lack of overhead (such as rental fees) and inventory enabled 
the share-based business models to operate more efficiently and deliver 
their value to customers, which calls for traditional firms adapting to this 
changing landscape. The next section describes the impact of disruptive 
technologies focusing on the financial services industry.
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Disruption and Disintermediation 

in Financial Services Industry 

The original foundation of our modern economic system was created 
through individuals exchanging goods and services directly to fulfill 
mutual benefits. The economic system has only become more organized 
and centralized after the emergence of more sophisticated firms followed 
by popularization of money and credit. However, the current transfor-
mations taking place in the digital world and technological advancements 
are creating a fertile ground for people to connect, communicate, and 
trade; this is giving rise to a shift back toward decentralized economic 
exchanges. The traditional role of market, shaped over the past hundreds 
of years, can be characterized with two distinct functions and features: 
first is the mechanism by which sellers can have access to buyers and 
therefore transactions are facilitated (necessitating the ubiquity of inter-
mediaries) and second is the use of sovereign-issued fiat currencies under 
the supervision of central banks and market authorities. These roles are 
now being challenged by the rise of digital sharing economy in which the 
concept of peer-to-peer (P2P) sharing and also the expansion of cryp-
tocurrencies is posing challenge before traditional trading mechanisms. In 
many industries, this challenge introduces itself as the risk of disinterme-
diation which simply means discontinuation of providing intermediation 
services. The concept of intermediation itself can be considered as the 
process by which agents participate in a commercial relationship to facili-
tate supply of goods and services for a price. Although disintermediation 
may not take place as fast or as dramatic as projected by some experts 
and researchers, it can certainly be viewed as a decreasing role of middle-
men and third parties in the supply chain of goods and services. This 
concept in the financial services industry should be particularly viewed 
in light of the global financial crisis of 2008/2009 which underlined the 
inefficiencies of the financial system structure at the heart of which lies 
banks and other financial institutions. After the financial crisis most of the 
focus has been targeted to the point whether the existence of intermedi-
aries is necessary for the well-functioning of the markets. Subsequently, 
the emergence of distributed ledger technologies, such as blockchain 
which is considered as a decentralized ecosystem to perform transac-
tions, has indeed contributed to the discussions and concerns surrounding 
disintermediation. One area which has been significantly affected by the 
disruptions is payment industry where cryptocurrencies are becoming
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more and more the preferable mode of transferring value across the globe. 
This has removed the necessity to use fiat currencies and refer to the 
banks and other financial institutions to make payments; instead, the 
payments can now be made directly from sender to receiver on a P2P 
basis executed electronically using a shared ledger structure where all 
transaction are settled and recorded.2 Another prominent sector exposed 
to challenges posed by disintermediation process is the lending industry 
with P2P lending being introduced as an alternative to bank lending. P2P 
platforms provide an opportunity for lenders and borrowers to match 
without an intermediary bank. Contrary to banking institutions, P2P plat-
forms do not invest in loans and do not issue debt and the loans come 
directly and fully from the investment of lenders. Overall, these trans-
formations have led to diminishing the monopolistic role of the banks 
through development of FinTech and the shift in customer preferences. 

Apart from banking industry, the technologically enabled financial 
services have the potential to improve the allocation of funds in the capital 
markets. As one of the major issues between investors and borrowers 
in the capital market has always been the information asymmetry which 
provided the intermediaries the chance to exploit investors, FinTech and 
more particularly in this case crowdfunding platforms offer firms and 
startups an alternative source of capital by channeling investors’ (crowd) 
money to provide necessary financing. Although an Uber-like situation 
for capital market is not likely to happen in the near future, however, the 
impact of gradual transformation in the capital market and the foregoing 
disintermediation is posing the question of what value do banks capi-
talistic intermediaries create for their customers. Another highlight in the 
technological transformation in the financial services industry is the use of 
artificial intelligence (AI) which allows firms to reduce their risks, expense 
and enhance their productivity and efficiency. Robo-advisory is one of 
FinTech sectors which utilizes AI to provide financial services which were 
previously offered by financial planners and advisors. Although current 
services provided by robo-advisory platforms are more passive, the current 
shift taking place in the field of machine learning and particularly deep 
learning, there are promising prospects of more personalized wealth 
management services provided by autonomous robo agents.

2 https://internationalbanker.com/finance/is-disintermediation-the-future-of-finance/. 

https://internationalbanker.com/finance/is-disintermediation-the-future-of-finance/
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It is worth mentioning that the foregoing disintermediation and fading 
role of the human component in the financial transactions have raised 
concerns over the regulatory perspectives. Whereas traditionally individ-
uals such as bankers, investment managers, and advisors were the subject 
and focus of intense regulations, the rise of algorithmic processes in the 
financial industry calls for due diligence from the regulatory bodies to 
certify the algorithms and create trust and transparency among investors 
and borrowers in the market. 

Decentralized Finance 

Decentralized finance (DeFi) refers to a multitude of blockchain-enabled 
applications challenging current financial ecosystem. These applications 
normally include smart contracts, which are automated and enforceable 
contracts which could be accessed and evaluated by anyone with an 
internet connection with no centralized intermediaries to execute. Before 
considering the characteristics of DeFi, it is essential to overview the 
functions of traditional market-based finance. The intermediaries oper-
ating as financial institutions, such as banks and insurance companies, or 
market providers, such as securities exchanges, are the focal point of what 
is known as the financial system. These institutions centralize the provi-
sion of various financial services, whereby participants with extra financial 
resources who seek earnings are indirectly linked to participants in need 
of funds and are willing to pay the cost. Over the past century, these 
financial hubs have developed locally, regionally, and globally. The foun-
dation of the traditional financial system is built upon the element of trust 
and confidence from the participants’ side, which necessitated the estab-
lishment and evolution of laws and regulations imposed and monitored 
by respective states and international bodies. This implied intrinsic insta-
bility, which is to be supposedly addressed by regulation (full achievement 
of which has proven to be unsuccessful in various occasions, particularly 
during financial crises), is one of the main weaknesses of the traditional 
mode of finance. This underlies the significance of DeFi, the premise of 
which is challenging the centralization of finance and eliminates its fore-
going inherent flaws (coupled with the shortcomings of state-imposed 
regulations) through technologically enabled infrastructure underpinning 
the decentralization of finance. 

At the very root of DeFi lie a number of key technologies presented 
by the acronym “ABCD”: A for Artificial intelligence, B for Big data,
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C for Cloud, and D for Distributed ledger (including blockchain and 
smart contracts). These four technologies are the cornerstone of decen-
tralization and are rapidly developing. This constant and exponential 
development has brought about convenience and efficiency in providing 
services together with a remarkable reduction in the cost of acquiring, 
processing, storing, and analyzing data which in turn has given rise to 
cooperation and financial exchange among a multitude of participants in 
a decentralized fashion. The positive attitude toward and wide acceptance 
of DeFi is magnified by the idea of democratization of finance and inde-
pendence form monopoly and control in the traditional financial system. 
Increased financial inclusion brought about by use of digital technologies 
and provision of funds and services to individuals, businesses, and regions 
which were intentionally or unintentionally excluded from the financial 
system attests to this optimistic view. 

Despite the wide adoption and excitement over the promising 
prospects of DeFi, it comes with a number of challenges. As the under-
lying concept of DeFi is ruling of “codes” as the ultimate law, it is posing a 
systemic threat to the regulatory bodies and government authorities who 
seek control over the market. On the other hand, due to its boundless 
nature, users across the globe can transact with each other, which makes 
the determination of jurisdictions in charge and relevant laws increas-
ingly difficult. Generation and storage of data on clouds throughout 
multiple servers are also rendering the data protection controls ineffi-
cient and, in some cases, impossible. However, these challenges can be 
the ultimate opportunity for the regulatory bodies and RegTech to build 
a better functioning financial market by embracing these new technolo-
gies, which ironically implies that the full manifestation of decentralized 
financial system can only be achieved through centralized government 
cooperation. 

Societal Implications of FinTech 

In previous sections, we discussed how FinTech has influenced the 
traditional financial ecosystem. One of the major effects of FinTech is 
perpetuating new ways of collaboration among participants in the market, 
new business models and its customer centric approach. These impacts 
have reached far beyond the financial industry to influence the social 
norms and financial culture of individuals and businesses in society. This 
is particularly evident in mobile payment as the biggest FinTech segment.
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Due to ever-increasing usage of mobile devices, the payment systems have 
evolved from cash or credit card transactions to various ways by which 
customers can process the payments for their transactions. This has, in 
turn, changed the business climate and consumer spending behavior. The 
modes of mobile payment have evolved to include near field communica-
tion (NFC) and quick response (QR) codes, which facilitate the payments 
made in person at the store or at any terminal by simply approaching the 
terminal. Among the various advantages of mobile payment are facilitating 
payments of bills, loans, lending and borrowing, and even international 
payments in a secure and convenient manner. Consequently, the access to 
financial system has been facilitated to a great extent, which contributed 
toward financial inclusion with the ultimate impact of increasing overall 
financial well-being of unserved and underserved individuals and busi-
nesses. By resolving some of the issues related to the traditional financial 
system such as information asymmetry, credit scoring mechanisms, risk 
assessment, and high cost of lending, FinTech has improved the chances 
of the poor accessing their required funds. Increasing evidence also indi-
cates the implication FinTech on economic development which indirectly 
contributes to alleviate poverty. 

It has been argued that FinTech can serve as a tool to reduce 
gender inequality. As reported in the Global Findex Database, in general 
the number of women with bank accounts is significantly lower than 
men. This is even more pronounced in the case of developing coun-
tries and rural areas. Among the barriers hindering women from having 
proper access to financial services are lack of identity cards, insufficient 
initial financial resources, limited means of mobility, and lower financial 
literacy. FinTech startups are providing low literates with user-friendly 
applications and reducing the complexity of performing financial transac-
tions. The promotion of micro-entrepreneurship programs using FinTech 
across the world has also included women in the business ecosystem 
and helped service financially deprived women and generate employment 
opportunities in a more gender-neutral way. 

Finally, the advent of FinTech has nurtured a more environmen-
tally conscious attitude among consumers. Overall, the financial industry 
plays a big role in the battle against the climate change and environ-
mental problems which are one of the biggest global issues now. Various 
attempts have been made by the financial sector to advance sustainability 
and develop strategies more in line with responsible investment deci-
sions. The link between FinTech and sustainability has become more
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pronounced during the Covid-19 pandemic. Inclusion of “sustainable 
digital finance” as one of the key priorities of the G-20 work stream attests 
to the impact of FinTech on sustainability. This impact can be enforced 
though enhancing the usage and allocation of existing financial resources, 
and also provision of necessary funds for the establishment of environ-
mentally sustainable firms in a faster, cheaper, and more affordable way. 
Additionally, artificial intelligence and big data facilitate processing infor-
mation on the environment behavior of companies which helps investors 
to incorporate ESG considerations into their financial decisions. Overall, 
FinTech contributes to sustainability by making the financial services more 
resilient, efficient, and less energy intensive. 
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CHAPTER 2  

Fiat Money: History and Features 

Introduction 

A brief history of the emergence of fiat money will be brought forth 
in this chapter in an attempt to illustrate its significance as a large part 
of human life since several thousand years ago. The importance of this 
chapter stems from the fact that, in order to understand the concepts 
of new digital transaction systems, it is essential to familiarize the reader 
with the role of money as one of the most important achievements in the 
history of humankind. 

To this end, evolution of currencies as a means for transactions, from 
barter, use of gold and other precious metals, to the current international 
system of government fiat monies managed by discretionary central banks 
is expounded. The ultimate aim of this chapter is to explain the status quo 
and at the same time explore the fundamental and controversial ideas that 
are revolutionizing the monetary systems and are caused by the increasing 
demand for the elasticity of money supply to cater to the need of current 
business environments. 

Barter and Commodity Money 

As human civilization progressed, a need was created for the exchange of 
goods and services among people. This need was due to the fact that the 
goods that one individual or family was producing were not necessarily
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