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Highlights of the study

• Focusing on retail payments) the study discussed ten stylized facts regarding 
FinTech payment systems.
 (Facts 1-4) There is growing importance of digital payments (as measured 
by the increased relative importance of card and e-money.  
 (Facts 5-10) Along with e-commerce, e-money and mobile payments usage 
are increasing despite the relatively small average value of its transactions. 

• Case study explored the province-level variation in the various “Fintech” 
indicators contained in the PKU Digital Financial Inclusion Index of China 
(PKU-DFIIC).  Empirical results showed the positive impact of FinTech 
payments on e-commerce and general FinTech development. 

• Cross-country analyses revealed the importance of FinTech in e-commerce, 
remittance activities and “inclusion” of the informal economy. 
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Fintech and payments landscape
• Latest BIS (2017)–“Red Book” Statistical update  or  Committee on Payments 

and Market Infrastructure “Statistics on payment, clearing and settlement systems in 
the CPMI countries” show generally similar landscape”.

 The following have increasingly become important parts of the Fintech
landscape:
 Stability issues (e.g. liquidity and risk management)
 Data protection issues (e.g. KYC, detection of fraud and laundering)
 Regulatory issues
Motivations behind increased demand for digital transactions

(e.g. real-time transactions and consumer facing applications)
 Challenges of inequality*

 Mobile money transaction (volume) for airtime top-up is particularly high for
East Asia and Pacific, but average values are very small. This is probably due to
the nature of P2P transactions used in informal markets where people buy
goods in smaller quantities multiple times in a day.

*The increased dependence on mobile phones over time might initially worsen income inequality and aggravate the rural-urban and
young-old divide. In some countries, access to mobile payment services can be challenging for the poor or elderly. Less technologically
adept parts of society are the most affected by the sudden change.
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Table 2 (of the paper)
Dependent variable: Log(e-commerce sales) + e-commerce purchase (million Yuan))
Instrument: Log(insurance index)

• Study employed a panel data approach to control for multiple factors and 
reduce endogeneity concerns (n= 31; t=8).

• Study also conducted a 2SLS estimation using FinTech insurance as an 
instrument for FinTech payments as an explanatory variable for e-commerce.
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• Interaction variables can be specified as some “regional dummy 
variable multiplied by an independent variable”.  
 This will help identify regional differences not just in terms of fixed slopes 

(per region) but also in terms of the magnitudes of the coefficient. 

• In addition to the formal tests of instrument relevance and homogeneity,  a 
test for model over-identification will help add robustness to the results.* 

• An additional instrument can be  accommodated by the same model, in 
case e-commerce strongly feedbacks on GDP (e-commerce is a contributor 
to aggregate production, by definition).

* As an extension, the Arellano-Bond or Blundell-Bond Generalized Method of Moments estimation could be explored to potentially 
alleviate concerns over the correlation between time-invariant characteristics (fixed effects) and the regressors. 

Further analysis
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• Five types of FinTech products (insurance, money funds, credit, investment,
credit investigation) other than payments were gauged to determine the
general effect of FinTech payments on over all FinTech development.

Table 3 (of the paper)
Dependent variables: Log(FinTech product type index)
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Further analysis
• What was the basis for the choice of the five types of Fintech products as indicators 

of “general Fintech developments”?

• Why not perform a panel or IV regression to evaluate the relationship between 
Fintech payments and other fintech products (to address feedback effects)?  

• There are two credit sub-indices in the PKU-Digital Financial Inclusion Index of China.

Source:  Institute of Digital Finance-Peking University (2019), “The Peking University Digital Financial Inclusion 
Index of China (2011-2018)”



9

Table 4 (of the paper)
Dependent variable: log(value of e-commerce (million USD))

 Cross-country analyses reveal the importance of FinTech in e-commerce, 
remittance activities and the “inclusion” of the informal economy. 
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• Remittances were highlighted as particularly relevant for developing countries.
Potentially, this factor may be added as a control to the cross-country regression for
better insight.

• With GDP being not significant in the cross-country regression, other proxy
variables (for e-commerce and GDP) from the Global Findex Database can be
tested for significance*:
 Used internet to pay bills or to buy something online in the past year (% age 15+)
 Paid online for internet purchase (% internet purchasers, age 15+)
 Received wages in the past year (% age 15+)

Further analysis
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*Precise name of the variables from the Global Findex Database are "Used the internet to pay bills or to buy 
something online in the past year (% age 15+)" (x-axis) or  "Received wages in the past year (% age 15+)" (y-axis)
vs. 

Source:  Global Findex Database
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Conclusion

• This paper demonstrated a “data-driven approach”  to the empirical assessment 
of the benefits of digital/FinTech payments.  

• The combined use of empirical exercises and the richness of collected data 
helped show the relatively significant  impact of Fintech payments on e-
commerce and other Fintech products.  Thus, 

Payments  E-commerce and selected Fintech products  Fintech developments

• Regressions involved “payments”  as a determinant of e-commerce (Tables 1 and 
2, 4) and fintech product type (Table 3)

• The above should be compared against the goal of studying “the Advancement 
of Asia’s Payment Systems Through Financial Technology”, which implies

Payments  Fintech 
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Thank you!


