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AL ISEN:)

Suppression before Promotion: Impact of FinTech upon Profitability of Commercial Banks

LI Wen!, YUAN Weipeng®, LI Qinjie®

(1. School of Management Science and Engineering, Nanjing University of Information Science and Technology, Nanjing 210044, China;

2. School of Digital Economics and Management, Wuxi University, Wuxi 214105, China;
3. Applied Technology College. Wuxi University, Wuxi 214105, China)

Abstract: As a pivotal institution in the financial sector, commercial banks currently face the pressing challenge of understanding the impact of

FinTech on their operations. Based on panel data from 2011 to 2023 covering listed commercial banks in representative countries, empirical

analysis was conducted to examine the influence and underlying mechanisms of FinTech on bank profitability using fixed effects, mediation, and

moderation models.

The findings are as follows. A U-shaped relationship exists between FinTech development and commercial bank

profitability, characterized by an initial phase of promotion followed by a subsequent restraining effect. FinTech enhances profitability by

mitigating credit risk and optimizing financial service delivery, with this effect moderated by the level of artificial intelligence adoption within

banks. The impact is particularly pronounced in systemically important banks, institutions located in eastern regions, and small city and rural

commercial banks.

Drawing on these results, policy recommendations are proposed to enhance bank profitability through FinTech

empowerment, tailored across different stages of development, dynamic strategic pathways, and targeted implementation approaches.

Keywords: FinTech; commercial banks; profitability; U-shaped relationship
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