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The digital finance revolution: how 
AI and innovation are reshaping our 
financial future
In a world where technology 
continuously transforms our 
daily lives, the financial industry 
is experiencing a profound 
transformation. Digital innovations 
and artificial intelligence are not 
merely changing how financial 
services operate – they’re 
completely redefining  
what’s possible.

The Quiet Revolution
The financial landscape is 
undergoing a quiet yet powerful 
revolution. By 2030, embedded 
finance – financial services 
seamlessly integrated into  
non-financial platforms – is 
projected to grow into a massive 
$320 billion market.1 

Digital banking platforms are 
evolving beyond simple transactions 
into sophisticated ecosystems that 
anticipate customer needs. Today’s 
AI chatbots can handle up to 60-70% 
of customer questions without human 
involvement, getting us answers faster 
while freeing bank employees to 
tackle more complex problems.2

AI: The Game-Changer
Artificial intelligence stands at the 
forefront of this transformation, 
delivering real benefits today while 
promising even greater innovations 
tomorrow:

• Enhanced Customer Experience:
AI-powered platforms can now
predict what one might need, offer
personalized financial advice, and
solve problems automatically.

• Operational Excellence: Financial
institutions using AI tools have seen 
dramatic improvements in efficiency. 
Tasks that once required hundreds of 
employees can now be accomplished 
with significantly fewer people.

• 
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• Better Security: AI is excellent at
spotting unusual patterns, making
it invaluable for detecting fraud
and ensuring compliance with
regulations. Banks are using AI to
strengthen their defenses against
financial crimes, creating safer
systems for everyone.3

The Connected Commerce Promise
Connected commerce represents 
an especially exciting frontier. By 
using detailed customer data (with 
permission), financial institutions 
can create highly personalized 
experiences that benefit both 
shoppers and sellers.

The rise of Buy Now, Pay Later 
services is a perfect example, 
allowing to make purchases and pay 
in installments with just a few clicks. 
These services have seen explosive 
growth, with experts predicting the 
global market will grow to nearly $4 
trillion by 2030 – that’s almost ten 
times its current size.4

Payment options have become 
remarkably seamless across all digital 
channels. Businesses can now easily 
add sophisticated payment solutions 
to their websites, mobile apps, and 
social media platforms. Research 

shows that companies offering 
multiple payment methods typically 
see customers spending about 30% 
more over time compared to those 
with limited options.5

Online checkout processes that 
once required tedious form-filling 
have transformed into one-click 
experiences. Studies show that these 
streamlined checkouts can reduce 
abandoned shopping carts by up to 
35%.6 This means more completed 
purchases for businesses and less 
frustration for customers.

The Democratization of Investment
The investment world has undergone 
perhaps the most dramatic 
transformation. What was once the 
exclusive playground of the wealthy 
has opened to virtually everyone. 
Digital investment platforms have 
dramatically lowered barriers to entry, 
allowing anyone to open an account 
in minutes rather than days. 

Access to information has been 
revolutionized. You can now view real-
time market data, in-depth company 
research, and sophisticated charts 
from phone – information that once 
cost thousands of dollars and required 
specialized equipment. A recent study 

found that, 42% of investors stated 
they would invest more if they had 
an AI chatbot assisting them.7 The 
cryptocurrency revolution has created 
entirely new ways to invest, accessible 
to anyone with a smartphone. By 
early 2023, approximately 420 million 
people worldwide owned some form 
of cryptocurrency.8

Meanwhile, “fractional investing” 
has made even expensive stocks 
affordable. Instead of needing 
thousands of dollars to buy a single 
share of a high-priced stock, one 
can now invest with whatever 
amount they can afford. About 50% 
of younger investors report they’ve 
used fractional shares to build their 
investment portfolios.9

The Collapse of Transaction Costs
Perhaps nothing illustrates the digital 
finance revolution better than the 
dramatic drop in costs for financial 
services. Services that once charged 
high fees for slow processes have 
been replaced by faster, cheaper 
digital alternatives.

Remember waiting lines at money 
transferring companies to send money 
internationally and steep fees? Those 
days are ending. Today’s digital 

US buy now pay later market
Size, by channel, 2020-2030 (USD billion)

 Online  POS
203020292028202720262025202420232022

$1.4bn

2021

$1.1bn

2020

24.3%
US Market CAGR*

2023 - 2030

*Source: www.grandviewresearch.com. 
Source: Buy Now Pay Later Market Size, Share, Growth Report, 2030

https://www.grandviewresearch.com/industry-analysis/buy-now-pay-later-market-report#:~:text=Report%20Overview,USD%20200%20billion%20in%202022.
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services offer near-instant international 
transfers at much lower costs. Digital 
money transfer services now typically 
charge 3-5% for international transfers, 
compared to 7-10% from traditional 
providers just ten years ago.10 For a 
$1,000 transfer, that’s a savings of up 
to $70 per transaction.

Identity verification processes that 
once required physical documentation 
and branch visits now happen 
digitally in minutes. Advanced AI 
systems can verify who you are and 
assess risks more efficiently than ever 
before, reducing compliance costs for 
banks while improving security.

This efficiency directly benefits the 
financial industry, creating leaner 
operations and enabling innovative 
services that would have been too 
expensive to offer with traditional 
cost structures.

The Path Forward
The digital finance revolution isn’t 
slowing down – it’s accelerating. As 
interest rates stabilize and technology 
continues to advance, we can expect:

Increased Productivity: Financial 
institutions embracing AI and 
digital tools are seeing productivity 

improvements across all operations, 
from software development to 
customer service.

Product Innovation: The first wave of 
AI adoption focused on efficiency, but 
the next frontier is creating entirely 
new financial products and services 
that were previously impossible.

Broader Access: Digital infrastructure 
is expanding financial access to 
previously underserved populations, 
potentially bringing billions of 
unbanked individuals into the 
financial system.

What This Means For All of Us
For the average person, this 
transformation promises more 
personalized, affordable, and 
accessible financial services. 
Imagine:

Applying for a mortgage with approval 
in minutes instead of weeks.

Banking apps that suggest money-
saving opportunities before even 
thinking to look for them.

Sending money internationally as 
easily and cheaply as sending a  
text message.

Better protection against fraud 
and scams.

The digital finance revolution isn’t 
just changing banks – it’s changing 
our relationship with money. 

Financial services are becoming less 
of a separate activity and more of an 
invisible, integrated part of daily life.

Conclusion
The combination of AI, blockchain, 
and digital innovation is creating a 
pivotal moment for financial services. 
The banks and financial companies 
that thrive will be those that embrace 
these technologies not just to cut costs 
but to reimagine what’s possible.

The true winners in this 
transformation are businesses 
who gain access to more efficient, 
personalized, and inclusive financial 
services. As these technologies 
mature, financial services will 
become more embedded in our  
daily lives.

The future of finance is digital, 
intelligent, and seamlessly integrated 
into our lives. And that future is 
arriving faster than anyone expected.

The fintech technology stack

Happening now

Sensors, telematics

Open application programming interfaces

Artificial intelligence, maching learning, natural language processing

Current table
stakes

Cloud

Mobile

Internet

To be determined Blockchain, emerging technologies

Money, account ledgers, joint stock companies, markets, derivatives, electronic messaging, credit cards, securitisations, etc.In the beginning

Credit: Gary Gensler | MIT Sloan
MIT Management Sloan School, Tracy Mayor, 2021 Fintech, explained | MIT Sloan



THEMATIC PULSE

May 2025 LDS-250112

1. Prudence, Profits, and Growth: A New Formula for Winning in Fintech BCG Report, 2024
2.  McKinsey Global Institute, “The State of AI in 2023: Banking Sector” The state of AI in 2023: Generative AI’s breakout year | McKinsey
3.  Journal of Digital Banking, “Blockchain Solutions for Cross-Border Payments”, 2022 
4.  Ernst & Young, How technology fights FinCrime while enhancing regulatory compliance | EY – Global 
5.  Grand View Research, “Buy Now Pay Later Market Size Report, 2022-2030” Buy Now Pay Later Market Size, Share, Growth Report, 2030
6. Study: Small Businesses Offering Multiple Payment Options Increase Revenue by Nearly 30 Percent 
7.  Baymard Institute, “E-Commerce Checkout Usability Study”, 2023 E-Commerce Checkout Usability: An Original Research Study – Baymard
8. 2024 Global Retail Investor Outlook | World Economic Forum
9.  Triple-A, “Global Cryptocurrency Ownership Data”, 2023 Cryptocurrency Ownership Data – Triple-A
10.  Charles Schwab, “Modern Wealth Survey”, 2024 Charles Schwab 2024 Modern Wealth Survey full findings 

The document is for use by qualified Institutional Investors (or Professional/Sophisticated/Qualified Investors as such term may apply in local 
jurisdictions).

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the 
investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an 
offer or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with, 
any contract or commitment on the part of any person to proceed with any transaction. 

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No 
account has been taken of any person’s investment objectives, financial situation or particular needs when preparing this content of this document.  The 
content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy, 
investment product or services nor does this constitute investment advice or recommendation. 

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without 
notice, are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no 
warranty of representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on 
the basis of this information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is 
based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to 
adequacy, accuracy, reliability or completeness of such information.  The information is given on the understanding that any person who acts upon it or 
otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part.  There is no guarantee that 
any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to 
invest for a long-term based on their individual risk profile especially during periods of downturn in the market.

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction, 
projection or forecast is not indicative of future performance.  Investors should not make any assumptions on the future on the basis of performance 
information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations 
and you may not get back the amount originally invested.

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate, 
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect 
to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with 
respect to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally 
expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions. 

ADM-W4502093

https://www.bcg.com/press/26june2024-prudence-profits-growth-new-formula-for-winning-in-fintech
https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai-in-2023-generative-ais-breakout-year
https://www.ey.com/en_gl/insights/financial-services/emeia/how-technology-fights-fincrime-while-enhancing-regulatory-compliance
https://www.grandviewresearch.com/industry-analysis/buy-now-pay-later-market-report#:~:text=Report%20Overview,USD%20200%20billion%20in%202022.
https://www.prnewswire.com/news-releases/study-small-businesses-offering-multiple-payment-options-increase-revenue-by-nearly-30-percent-301031597.html
https://baymard.com/research/checkout-usability?utm_medium=ppc&utm_source=google&utm_campaign=prospecting-performance-max&utm_term=&gad_source=1&gclid=EAIaIQobChMI4OCAkZ6tjAMV9YODBx3BhgozEAAYASAAEgKAOvD_BwE
https://www.weforum.org/publications/global-retail-investor-outlook-2025/key-insights-global-retail-investor-outlook-2025/
https://www.triple-a.io/cryptocurrency-ownership-data
https://content.schwab.com/web/retail/public/about-schwab/schwab_modern_wealth_survey_2024_findings.pdf

