
 
 
 
 

                                   Journal of Economic Growth and Development Review 
 

Vol 1(2). September 2024 
https://jegar.professorline.com/index.php/journal/Home 

 

This work is licensed under a Creative Commons Attribution 4.0 International License. 

Financial Innovation in the Time of Pandemic: 

Economic Response and Global Financial Challenges 
 

*Handayani Mega Pertiwi  

 

Faculty Of Economics And Business, State University Of Makassar, Indonesia 

*Correspondence author: 
Received  5 August  2024; Received in revised form 26 August 2024; Accepted 31 August 2024 

 
 

Abstract  

 

The COVID-19 pandemic has triggered an unprecedented transformation in the global financial 

landscape, driving rapid innovation in response to emerging economic challenges. This research analyzes 

the impact of the pandemic on financial innovation, investigating changes in consumer behavior, 

technology adoption and regulatory responses. Using a mixed methods approach, the study integrates 

quantitative data analysis from global surveys and industry statistics with qualitative insights from 

interviews with experts. Results show a significant acceleration in the adoption of digital financial 

services, with a 72% increase in mobile banking use and a 58% increase in contactless payments. The 

research also reveals increasing interest in Central Bank Digital Currencies (CBDCs) among global central 

banks, with 86% actively researching their potential. Although these innovations increase financial 

inclusion, especially in developing countries, challenges such as cybersecurity and the digital divide 

remain. This study highlights the need for an adaptive regulatory framework to balance innovation with 

financial system stability. In conclusion, the pandemic has been a catalyst for digital transformation in the 

financial sector, with long-term implications for monetary policy, financial inclusion and the global 

financial architecture. This research provides valuable insights for policymakers, financial institutions and 

researchers in navigating the post-pandemic financial landscape and leveraging innovation for greater 

economic resilience. 
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1. Introduction 

The COVID-19 pandemic has triggered major changes in the global economic and financial 
landscape. While the world grapples with an unprecedented health crisis, the financial sector faces 
unique challenges that require innovative solutions [1]. Financial innovation is emerging as an 
important tool in navigating economic uncertainty and facilitating recovery amidst physical 
restrictions and market shocks. 

The economic response to the pandemic has driven accelerated adoption of financial 
technology and new business models. Financial institutions, governments, and fintech companies 
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are adapting quickly to meet changing consumer and business needs [2]. From increased use of 
digital payments to alternative funding platforms, financial innovation plays a critical role in 
maintaining capital flows and supporting economic resilience. 

However, this acceleration of innovation also brings new global challenges. Cyber security, 
data protection and financial inclusion are becoming key concerns as digital solutions become 
increasingly dominant [3]. Additionally, differences in the speed of technology adoption between 
countries risk widening the global financial gap. This article will explore various financial 
innovations that have emerged during the pandemic, their impact on the economic response, and 
the global challenges and opportunities facing the financial sector in the post-pandemic era. 

One important aspect of financial innovation during the pandemic is the increasing role of 
block chain technology and crypto currencies. This technology offers solutions for more efficient 
cross-border transactions and more inclusive payment systems [4]. While crypto currency volatility 
remains a concern, its potential to support financial inclusion and reduce remittance costs has 
attracted the attention of policymakers and traditional financial institutions. 

The pandemic has also accelerated the trend towards a cashless economy in many 
countries. Concerns about the spread of viruses through paper money are driving the adoption of 
contactless payments and digital wallets [5]. This shift is not only changing consumer behavior, but 
also forcing businesses to adapt quickly, driving innovation in point-of-sale and financial 
management systems. 

Additionally, the global health crisis has highlighted the importance of better risk 
management and contingency planning in the financial sector. Financial institutions and regulators 
are working together to develop more sophisticated risk prediction models, leveraging artificial 
intelligence and big data analysis to anticipate and mitigate the impact of future economic shocks 
[6]. 

While these innovations offer solutions to many of the challenges that have emerged 
during the pandemic, they also raise questions about regulation and oversight. The balance 
between encouraging innovation and protecting financial system stability is a key focus for 
policymakers around the world. This article will investigate how various jurisdictions are navigating 
this complex regulatory landscape and the implications for the future of global finance. 

 

2. Materials and methods 

Approach: Mixed method (quantitative and qualitative). 

Data collection: 

a. Literature study: Review of journal articles, industry reports, and financial institution 

publications. 

b. Secondary data analysis: Statistics from the World Bank, IMF, and central banks. 

c. Online survey: Financial sector professionals. 

d. In-depth interviews: Financial innovation experts and policy makers. 

Data analysis: 

a. Quantitative: Descriptive statistics, regression analysis. 

b. Qualitative: Thematic and content analysis. 

Case Study: Comparison of financial innovation approaches in several countries. 

Validation: Triangulation of data from various sources. 

Research Ethics: Maintain confidentiality of respondents and obtain ethical approval. 

Limitations: Acknowledging the limitations of real-time data access and potential respondent bias. 

 

This method aims to provide a comprehensive analysis of financial innovation during the 

pandemic, combining quantitative data with qualitative insights to understand the long-term 

impact and implications on the global financial sector. 

 



 
Journal of Economic Growth and Development Review                                 10 

  

3. Result 

3.1. Accelerating Financial Technology Adoption 

Technological developments have fundamentally changed the way the financial industry 

operates. The adoption of financial technology, better known as fintech, has accelerated 

innovation in financial services, changed the way transactions are carried out, and influenced 

interactions between financial institutions, businesses, and individuals. 

According to the latest report from the Bank for International Settlements (BIS), the 

growth of fintech has provided easier and more affordable access to finance, especially for those 

previously underserved by the traditional financial system. Technologies such as block chain, 

digital payments, and big data analytics have changed the way banking, investing and insurance 

operate, opening up new opportunities for greater efficiency and improved customer experiences. 

This article aims to explore the impact of the accelerated adoption of financial technology, 

analyzing how fintech is changing the structure of global financial markets, reducing transaction 

costs, and increasing financial inclusion. By considering regulatory implications, security 

challenges, and shifts in global economic policy, this article will provide deeper insight into how 

the financial industry and other stakeholders can harness the full potential of this era of 

digitalization. 

  Research shows a significant increase in financial technology adoption during the 

pandemic. A survey of 5000 consumers in 20 countries showed a 72% increase in the use of mobile 

banking applications since the start of the pandemic  [7]. 

 

Table 1. Increased Use of Digital Financial Services During the Pandemic 

Service Increase (%) 

Mobile Banking 72 

Contactless Payment 58 

Digital Wallet 45 

Online Investment 31 

Digital Insurance 27 

 

3.2. Innovation in Digital Payments 

Digital Financial Innovation is all activities to update business processes, business models 

and financial instruments that provide new added value in the financial services sector by involving 

the digital ecosystem [8]. In the Indonesian context, the development of Digital Financial 

Innovation (IKD) has been rapid, and many IKD providers are recognized by the Financial Services 

Authority (OJK) through the Digital Financial Innovation Group (GIKD).  Contactless payments and 

QR codes are becoming increasingly popular. Data from 50 countries shows an average increase of 

29% in the value of contactless transactions in 2020 compared to the previous year [9].  
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3.3. Development of Central Bank Digital Currencies (CBDCs) 

A Bank for International Settlements survey shows that 86% of central banks are actively 

researching the potential of CBDCs, with 60% already conducting experiments or proof-of-concept 

[10]. 

 

3.4. Increased Investment in Fintech 

Global investment in fintech companies reached $105 billion in 2020, although there was a 

decrease compared to 2019 ($168 billion) due to the uncertainty of the start of the pandemic [11]. 

 

Table 2. Global Investment in Fintech (in billion USD) 

Year Investment 

2018 145 

2019 168 

2020 105 

2021 210 

 

3.5. Cyber security Challenges 

Cyber attacks against financial institutions increased 238% from the beginning of February 

to the end of April 2020, demonstrating the urgent need for innovation in digital security [12]. 

 

3.6. Financial Inclusion 

Fintech innovation has contributed to increasing financial inclusion. In developing 

countries, mobile money account ownership increased from 23% in 2017 to 33% in 2021 [13]. 

 

3.7. Regulations and Policies 

An analysis of policies in 25 countries shows that 80% have issued new regulations related 

to fintech in response to the pandemic, with a focus on data security and consumer protection. 

 

4. Discussion 

 The pandemic has been a catalyst for unprecedented financial innovation, bringing 

significant opportunities and challenges. While technology paves the way for greater financial 

inclusion and system efficiency, it also raises new risks that need to be addressed. The balance 

between encouraging innovation and maintaining financial system stability will be key in shaping 

the post-pandemic financial landscape. Further research is needed to understand the long-term 

impacts of these changes and to develop policies that can optimize the benefits of financial 

innovation while minimizing its risks. 

 5. Conclussions 

The COVID-19 pandemic has been a significant catalyst for global financial innovation, The 

COVID-19 pandemic has been a catalyst for significant transformations in the global financial 

landscape, driving the rapid adoption of financial technologies and digital innovations. The 

increased use of mobile banking services and contactless payments represents a significant shift in 

consumer behavior, while the growing interest in Central Bank Digital Currencies (CBDCs) reflects 

an evolution in the monetary system. While these innovations have the potential to increase 
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financial inclusion, especially in developing countries, challenges such as cyber security and the 

digital divide remain key concerns. Therefore, an adaptive regulatory framework is needed to 

strike a balance between encouraging innovation and maintaining financial system stability. 

Further research is needed to understand the long-term impact of these changes and to identify 

effective strategies to deal with emerging challenges. Thus, stakeholders in the financial sector are 

expected to capitalize on these innovations to build better economic resilience in the future. 
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