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Abstract 

Digital banks make it easier for a society to grow financial inclusion. The lack of digital literacy makes people still 
skeptical about the security of new technologies. This study aims to examine the impact of digital banking on gen z 
in Indonesia. The method used in this research is a literature review from various digital libraries and databases 
(IEEE Explore, ScienceDirect, ResearchGate, Google Scholar, and Scopus). The subject areas of study are limited to 
"Digital Bank", "Gen Z" and "Technology". The impact of the implementation of digital banks in Indonesia is very 
significant for the economy but is hampered by public skepticism about data security and privacy. Thus, it is 
necessary to increase digital literacy along with advances in technology 
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1. Introduction
Technological advances have had a significant impact on the development of the banking industry. The 
transformation that occurs is the development of digital banks in the form of bank services that go directly into the 
hands of customers. The factors that support this transformation are the adoption of smartphones and the massive 
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internet penetration in Indonesia. The emergence of digital banks is also influenced by factors to meet demand as e-
commerce financial inclusion and is driven by the process of industrial digitization (Rachman et al. 2011) 

  
Figure 1. Propensity to use digital banking in next months 

In the adoption of digital customers according to research from McKinsey in 2019, Indonesia is one of the fastest in 
digital banking adoption, showing better results than China. for Indonesians is higher customer loyalty than for other 
Asian countries (Kusumawati and Puspita, 2019) 

To attract customers, digital banks now provide a variety of services. Open banking, daily spending analysis, and 
savings separation are the main features that differentiate digital banks from traditional banks. Although some of the 
features provided are still relatively new, technological development has been extremely rapid. As a result of the 
ease with which transactions can be completed in the palm of their hands, many young people, particularly 
millennials, have adopted digital banks to serve as secondary banks. 

According to a report by Google, Temasek, and Bain, Indonesia's digital economy is expected to grow from $44 
billion in 2020 to $124 billion in 2025. It is the region's most valuable internet economy. Almost all digital bank 
players have reported an increase in operating expenses in recent months, particularly beginning in June 2021. This 
demonstrates their efforts to be competitive.  

 
Figure 2. The most well-known digital bank for Indonesian customers (December 2021) 
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According to Figure 2, Jenius lead the competition of the most well-known digital bank for Indonesian customers. 
The massive marketing is one of many cause Jenius lead this competition (Pahlevi, 2022). Although the adoption of 
digital banks in Indonesia shows a significant number of people are still too early the adoption of digital banks. 
People like to use it only for secondary banks and only put not much money in digital banks. Customers are still not 
sure about the security issues provided by digital banks. This is reinforced by the fact that digital banks themselves 
do not have offices that stand like other conventional banks. 

Millennials are the most likely to use digital banks. This is because young people are more concerned with money. 
The digital bank includes a daily expense analysis feature that millennials will appreciate. Banks have access to 
valuable data about customer demographics, product usage, and credit behavior through digital channels, but this 
information is only useful if the bank has advanced analytical capabilities to extract insights and value from it. Many 
people are concerned about data privacy, and digital banks offer this feature to determine a person's credit score. 

 
Figure 3. Digitally active customers in Indonesia 

According to Figure 3, customers in Indonesia purchase more banking products than other customers. The 
increasing digital payment transactions reflect the Indonesian population's evolving digital financial literacy. Kaur 
(2022) mentions that as a branchless financial institution, a digital bank has a great opportunity to increase the 
penetration of a bankable society in Indonesia. The approach of modern digital applications enables them to blend in 
with the acceleration of digital services on multiple fronts. Several digital bank applications that have been launched 
have received relatively positive community acceptance based on the achieved traction. Furthermore, Barquin et al. 
(2019) mention that some players are beginning to integrate with consumer applications with a large user base. 

2. Literature Review 

2.1. Digital Bank 
Digital banking means providing digital banking products and services available through different digital devices in 
a user-friendly way. According to Mohana (2018), the bank provides various digital services for its customers. This 
includes mobile banking, internet banking, SMS banking, and other forms of electronic banking. However, 
technological advances have enabled several Indonesian banks to establish what is known as digital or virtual banks. 
In this context, a digital bank operates on the same principles as a traditional bank but does not have a physical 
branch or office. The bank's operations (such as opening an account, saving money, and so on) are carried out 
entirely through a digital platform, which is a mobile application. It is further defined as the electronic delivery of 
banking products and services to customers (Kusumawati and Puspita, 2019). Digital banking, also known as 
Electronic Banking, Cyber Banking, Home Banking, or Virtual Banking, encompasses a wide range of banking 
activities that can be carried out from any place. All types of online/Internet transactions for various purposes are 
included in digital banking. They may include purchasing movie tickets online, shopping online, using e-commerce 
websites to conduct transactions, and using Internet banking services to make payments via transfers such as NEFT 
transfers, among other things (Pajan et al. 2018). So internet banking is the use of a bank's online services, such as 
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transfers from one account to another. While digital banking is the use of widely available and widely distributed 
services via any online channel (Mohana, 2018). 

2.2. Mobile Banking 
Mobile banking, also known as M-banking, is a smartphone application linked to the internet and registered by 
phone number. It is equipped with several security procedures released by each bank and allows you to perform 
banking functions at any time and from any location. However, its roots can be traced back to branchless banking. 
Before everything fits on your smartphone, banks have several options for providing banking services to a broader 
range of users (Chawla and Joshi, 2021). 

2.3. The Importance of Digital Bank 
Continual 24-hour service Not only does it make day-to-day banking operations easier, but it also improves life 
quality. Mobile banking provides access to banking services such as loans, installments, and investments to 
countries with limited infrastructure and education, ultimately improving the country's economy. While mobile 
banking apps vary by bank, some standard features, such as checking account balances and sending money, are 
always available in modern mobile banking apps. However, different banks' apps have different features and details. 
Banks frequently advertise these differences as their strengths in the hopes of attracting new customers, particularly 
young consumers who are generally tech-savvy. It also aligns with the largest demographic of mobile banking users, 
consumers aged 26-35, as opposed to people over 46, who are the least likely to use mobile banking technology 
(Chawla and Joshi, 2021). 

2.4. Data Privacy and Security 
The appropriate use of data submitted to organizations for agreed-upon reasons is referred to as data privacy. Data 
acquired by customers to satisfy their business requirements and needs should be sufficient; it should be 
acknowledged by customers and give customers comprehensive disclosure information. Data privacy and data 
security are intertwined, with the former remaining an asset for banks and the latter serving as a way of securing it to 
achieve the intended outcome for data acquired (Mahalle et al. 2018). 

3. Method  
This study uses a qualitative method. Searching from secondary data, journals, and other complementary data. Has 
the aim of knowing the impact of digital banking. First of all, the initial step starts by determining the research 
question represented by the paper's statement of purpose as stated in the introduction. Then, collect material from 
various digital libraries and databases (IEEE Explore, ScienceDirect, ResearchGate, Google Scholar, and Scopus). 
The subject areas of study are limited to "Digital Bank", "Gen Z" and "Technology". 

4. Discussion 
The following literature addresses the characteristics and scope of digital banks. Many reasons contribute to the 
continued growth of digital banking use in Indonesia, particularly among Generation Z. Many elements of a digital 
bank application make life easier for customers. The functions of the bank (such as establishing an account, saving 
money, and so on) are done out through a digital platform, which is a smartphone application. 

Along with the development of technology, digital banking has begun to color every customer's financial activity. 
The convenience provided makes customers feel benefited. But unfortunately, there are still some Indonesians who 
enjoy this digital banking service. Based on data from world financial institutions, it is stated that only 54% of the 
Indonesian people are touched by banking services. Millennials now think that ATM, mobile banking, internet 
banking, SMS banking, and others are commonplace, or mainstream. Now people are thinking, about how people 
want to open accounts, save, and apply for credit or loans and other banking services, without having to physically 
present themselves or come directly to the bank concerned. This is what is captured as a potential opportunity by the 
bank, to increase the interest of prospective customers by providing services that customers want so that they are 
loyal to the bank (Mawarni and Fasa, 2021).  

The increasing interest of the customer in digital banking brings a significant impact of digitization on banking. 
First, is the growth in the number of transactions conducted via digital channels. The second significant consequence 
is the advent of new generation banks that solely serve through digital means. The third big consequence will be the 
alteration of traditional distribution methods, such as branches. Branches will increasingly use technology such as 
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self-service, and artificial intelligence will make more use of guide robots. However, Various people have different 
ideas about how the branches will alter or transform in the future. Some think that branches will disappear and that 
digital channels will take over. Others say that branches will continue to satisfy consumers' requirements by 
embracing technological advancements. The key reason for the continuation of the branches will be the complicated 
items that require in-person consultation by banking employees (Balkan, 2022). 

According to the literature on digital banks, digital banks and traditional banks share numerous similarities. A 
notable distinction is that digital banks may be operated on an application to access the many functions offered. This 
is more about bringing business to customers and making it easier for them to use digital banking services. This has 
the potential to cross several frontiers, particularly in regional areas that have yet to obtain financial service 
coverage. Although digital banking has several benefits and impacts, people also have to educate themselves about 
digitalization literation because when an error happens in case of human error digital banking has limited access to 
prevent that mistake. 

Non-financial dangers are far more prevalent in remote banking services than in regular services. Software and 
human factors are the sources of risks. It is feasible to dedicate hostile Internet assaults to remote service channels. 
The key factors limiting banking expansion include the majority of the population's skepticism of Internet services. 
Phishing and pharming are current Internet banking cybercrimes, two of the most organized crimes of the twenty-
first century, manifesting themselves in a variety of ways. that hackers try to manipulate users over the Internet.   
 
Classified as external or internal depending on their sphere of effect or occurrence. External risks include dangers 
unrelated to the Bank's or a specific client's business, as well as political, economic, and other concerns. Internal 
risks are further subdivided into losses for the Bank's core and auxiliary businesses. The first type of hazard is the 
most common: credit, interest rate, currency, and market risks. The second category includes losses on deposit 
formation, risks associated with new sorts of activity, and risks associated with bank misuse (Litvishko et al. 2022). 

Effective service delivery and also ensure that the mobile network providers craft innovative services that are tailor-
made to the banks' customers. The banks should continuously upgrade their electronic banking technology so that 
they have an updated system in place for effective and efficient service delivery (Thabani, 2022). 

Telecommunications must be enhanced for banks and other financial institutions, as well as other organizations, to 
have an easy data communication network. As a result, electronic tellers and electronic money transfer services will 
be vastly enhanced. Customers must be informed on how to use their cards effectively and the need of maintaining 
the secrecy of their personal identifying numbers (PIN). However, the introduction of electronic automation via 
computer networks brought with it a unique challenge that had hitherto solely been associated with the manual 
approach. These are most commonly manifested as software fraud (Ibrahim and Daniel, 2022). 

The analysis of the diversification of world banks shows that in practice a set of strategies and methods of risk 
management should be applied to achieve sustainable development of the financial system. Studying the customers 
of banks and their needs in modern society requires constant international communication and the development of 
partnerships to create the conditions necessary for the provision of safe financial services and sustainable growth of 
banks (Aguayo and Ślusarczyk, 2020). 

5. Conclusion 
Based on the analysis described, it can be concluded that the progress of the financial industry, especially digital 
banks, has brought a lot of progress, especially in the younger generation who can be more financially literate. 
Based on data research by Google, Indonesia will be expected to reach $124 billion in 2025 in the digital economy. 
The expectation is seen to be reached because many players in banking create their digital banking. The acceleration 
is also supported by the domination of amount young people in Indonesia. Indonesia is one of the fastest in digital 
banking adoption, showing better results than China, considering of Indonesians is higher customer loyalty than 
other Asian countries. Digital banking has positively impacted the Indonesian people, especially in financial 
inclusion, in developing countries that make accelerated access to capital and many features for financial literacy.  
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