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Digital banking featunes high levels of process automationand web-based services ang
may include ATs that enable cross-institutional service composition to deliver bankin,

products and transactions. Users can access financial data through desktop, mobile ang
ATMsenvioes. Adigtal bank represents a virtual banking process that includes online banking
mobile banking and more. As an end to end platform, digital banking must encompagg
the front end that consumers interact with, the back end that bankers manage through
servers and admin control panels, and the middleware that connects these components,

History

The earliest forms of digital banking date |

back to the advent of ATMs and cards in the
1960 The first ATM was opened in London
n 19%7 and Switzerland received its first
ATMs the same year. As the internet emerged
in the 1980s with early broadband, digital
networks began connecting retailers with
suppliers and consumers. The Bank of
Scotland was the first bank to provide
electranic home banking services to its clients
in 1955. By the 1990, the Internet had become
widely available, and online banking started
becoming the norm. The first website for
banking services was launched by Stanford
Credit Union in 1994 and is a milestone in the
history of digital banking. The improvement
of broadband and e<commerce systems in the
early 2000s led to what resembles the modem
digital banking world today. The proliferation
. of smart phones through the next decade
the door for transactions on the go

beyand ATM machines. Over 60% of consumers
now use their smart phones as their preferred
method for digital ing. There is a
demand for end to end consistency and for
services optimized for convenience and user
front ends, purchase decisions
based on available technology such as mobile
devices, desktops, or Smart TVs at home. To
meet consumer demands, banks need to
focus on improving digital technology that

L e TRy e
1IN Bangladesh’ e

: Benefits of Digital Bank

¢ Customers can access their accounts ang
erform transactions anytime, anywhere.
¢ Easy to use mobile apps and websites for

Feature
Differences Boetwoon Digltal
Danking and Conventional
Banking

e difference between digital and

conventional banks lies primarily in

their business operations. Here are
olher Ll'\’ ditferences:

¢ Digital banks offer 24/7 access via
digital platforms, such as banking
apps and websites, while conventional
banks have limited operating, hours,
restricting, customer access outside
office hours,

¢ Conventional banks have physical
infrastructure like branch offices,
ATM  machines, and customer
service centers. Digital banks focus
on digital infrastructure, offering
fully online services. Customers can
make transactions, transfer funds,

managing finances. ;
¢ Digital banks often have lower operational andnl"m 1{:1 \§|:it :;cho m-‘ct:] o?giwu :
costs, leading to lower fees for customers. o tend Y™ fier a € ‘ter
¢ Savings from not maintaining physical |* Digital banks S ousra
br: are passed on to customers. and easier account opening process,
¢ Use of Al and big data for personalized| utilizing sophisticated technology
banking experiences. like biometric identity verification or
¢ Enhanced security features like biomeb-ic{ video calls. Conventional banks
authentication tion. may require physical documents
+ Easy access to various investment products| and take longer to verify identities.
services. . # Digital banks often offer lower service
¢ Intuitive and easy to navigate apps and websites, ’i fees or no monthly fees and more
¢ Chatbots and instant messaging support for| competitive interest rates for savings
quick issue resolution. [

Drawbacks of Digital Banks

face interaction with bank staff.
+ Difficulties in depositing or withdrawing cash.
+ Potential form issues ::r“-lgserver
downtimes ing accessibility.

+ Higher risk of cyberattacks, phishing, and fraud.
¢ Concerns over the handling and storage of

personal data.
¢ Complicated financial needs or large|

transactions may be harder to handle online.
# Some customers may feel less secure trusting

and loan products. Conventional

| banks typically have higher service
# Lack of physical branches means no face to | e

fees and lower interest rates.

+ Digital banks generally collaborate
with fintech companies to.provide
. innovative services and are quicker to
adopt technologies such as artificial
intelligence, machine learning, and
blockchain. Conventional banks,
due to older structutes, may face
challenges adapting to these changes
and often maintain traditional

a bank without physical

¢ Compliance with various regulations can be
more complex fmmdig'lalmﬁb’a
By weighing these its and drawbacks,

individuals and businesses can determine if
digital banking aligns with their needs and
preferences, .

4z 3%aA faw An-255 Mariya ZSWRA (O 70

transactions. ra

‘0 Digital banks often have advanced
| encryption technology for security,
| while conventional banks also
| invest significantly in data security.
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Bangladesh In Digital Bank Era

Ihe dream of creating a cashless e has
rn spressaed with the formulation of the ‘Guidelines to
itablish Digital Bank’ by BangJadesh Bank. This aims
to guide the opening, of digital banks within the
country’s financial systern. The increasing adoption
of Mfl{i’l' Financial Services (MFS) antfl nternet
banking, services indicates the potential of
digital banks, Bangladesh Bank has set guidelines that
require a minimurn capital of BT 125 crore for a
digital bank, compared to BUT 500 crore for
conventional banks, An individual of adigjtal
bank must hold at least BT 50 lakhg in shares. Digital
banks can use agents of traditional banks or MFS
providers and existing ATM, /CDM, and CRM
networks to facilitate transactions. can offer
innovative payment solutions such as virtual cards.

Autornated Al-driven dispute resolution mechanisms
will resolve transaction di and Al-based credit
scoring systemns will d lgans to various sectors.
Nagad Digital Bank PLC )
3June 2024 Bank the final license
to Nagad Digital Bank PLC, ing it to commence

operations as the country’s first fullfledged digital
2023, the cental frk ;
issued letters of intent E’A

to Nagad and Kori u

Digital Ban?‘l:‘-l’lc for aslﬁ

Only Nagad met all %
bank license. Initially, around 500 ‘companies
submitted 52 applications for a digital bank license,
considerations, only Nagad and Kori Digital Bank Plc
were granted letters of intent.
justafuturistic dreambut it is still unlikely to out date
phiysical cash in the near future. Digital banking has
It offers significant benefits over traditional and online
banking. With digital banking, customers can manage
and multi-factor authentication for security, and save
on fees and interest rates. Digital banking can enhance
cashless transactions more convenient. As digital
banking continues to evolve, it will play a crudial role

bank. On October 24,

digital bank licenses.

stipulated time, leading to ts receipt of the first digital

but based on technical capabilities and other

The concept of an all digital cash economy is no longer
ity due to its convenience and utility.

their finances from mbust

customer loyalty and eliminate human error, making

in financial inclusion and economic growth.-
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