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Abstract. This study investigates the influence of financial technology 

(FinTech) on the performance of banks, specifically examining Peer-to-Peer 

Lending (P2P) and Digital Payments (PAY) in relation to Return on Equity 

(ROE). FinTech innovations are rapidly transforming financial services. Alt-

hough previous research has explored FinTech's impact on financial perfor-

mance, comprehensive analyses focusing on Indonesian commercial banks are 

lacking. This paper examines how P2P Lending and Digital Payments influ-

ence the ROE of these banks. This study analyzes secondary data from Indo-

nesian commercial banks' annual and financial reports (KBMI 3 and 4) from 

2018 to 2022. Panel data regression models are employed for analysis. The 

results find that FinTech, along with control variables such as Concentration 

Ratio, Firm Size, Loan-to-Deposit Ratio, Capital Adequacy Ratio, Inflation, 

and Gross Domestic Product, impacts banking performance. Both P2P Lend-

ing and Digital Payments show a positive correlation with ROE. FinTech in-

novations are essential for enhancing the performance of commercial banks. 

These findings underscore the importance of integrating FinTech into banking 

strategies for sustainable growth and competitive advantage. 
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1 INTRODUCTION   

Revolutionary blend of "finance" and "technology" (Fintech) represents a cutting-

edge digital innovation designed to automate and enhance the distribution and man-

agement of financial services (Kudal et al., 2022). It integrates data and technological 

advancements with financial business scenarios to create a wide range of technology 

enabled financial services such as mobile payments, digital banking, insurance, 

wealth management, cryptocurrencies, and cross-border payments (Zhao et al., 

2023). Fintech also extends to sectors like education, retail banking, fundraising, 

bitcoin, and investment management (Anand et al., 2024). While Fintech's high 

adoption rate has fostered significant advancements and disruptive changes across 

business and financial services, it has also led to security concerns, creating an eco-

system susceptible to looters and hackers (Zhao et al., 2023). Fintech has emerged 

as a pivotal and rapidly advancing field worldwide, with Asia and North America at 
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the forefront of its development. The ascendancy of Asian economies in the Fintech 
sector has significantly influenced the global financial landscape, highlighting the 
increasing importance of Fintech in the global economic system (Pan & Liu, 2021). 

 
The transformative impact of Fintech, which integrates finance and technology to 

revolutionize financial services, highlights its crucial role in modern economies. The 
absence of Fintech can significantly reduce bank profitability by impeding secure 
customer financing and limiting electronic services (Rashwan & Kassem, 2023; Traif 
et al., 2021; Xu et al., 2024). It also maintains barriers to new market products, di-
minishing competition and increasing business risks and debt pressures, particularly 
affecting non-manufacturing firms, state owned enterprises, and those in the eastern 
region (Rashwan & Kassem, 2023). Moreover, this situation discourages prospective 
entrepreneurs due to risk aversion, hindering Fintech adoption (Traif et al., 2021). 
Inadequate Fintech utilization further impedes the effective resolution of non-per-
forming loan risks for small and medium-sized commercial banks, thus constraining 
financial development and economic growth in the absence of suitable regulatory 
frameworks (Hosen et al., 2023). 

 
Recognizing these challenges, governments in developing and emerging markets 

are increasingly adopting Fintech to boost financial inclusion (Ediagbonya & Tiolu-
wani, 2023; Joia & Cordeiro, 2021). However, efforts are hampered by obstacles 
such as illiteracy, poor infrastructure, and information asymmetry (Joia & Cordeiro, 
2021). Fintech's influence extends globally, with countries such as Malaysia, UAE, 
and Indonesia adopting it to advance financial services (Billah et al., 2021). 

  
In Indonesia, the early 2000s marked a significant period for the development and 

widespread adoption of FinTech. By 2014, e-banking usage surged to Rp 6.477 tril-
lion, accompanied by the emergence of mobile banking (m-banking) to cater to the 
needs of mobile consumers (AFPI, 2023). According to the Bank Indonesia Financial 
Stability Review in 2023, Fintech plays a crucial role in expanding financial access, 
improving accessibility to financial products, and enhancing transaction conven-
ience. Despite a 20.1% decrease in April 2023 compared to the previous year, digital 
banking transactions in Indonesia have shown significant growth, increasing by 
158% over the past five years since April 2018 (Bank Indonesia, 2023). 

 
After the COVID-19 pandemic in Indonesia, the economic recovery has been de-

picted by an improving Loan to Deposit Ratio (LDR) in banking, although banks 
need to actively increase credit distribution to further boost the LDR ratio (CNBC, 
2023). However, the February 2022 Ukraine-Russia conflict caused inflation to rise, 
impacting banking performance as investors shifted towards safe haven assets. 

 
Previous research found that Fintech can facilitate financial inclusion by leverag-

ing financial products and services (Nugraha et al., 2022). Studies in India have 
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shown that Fintech significantly enhances financial inclusion, particularly among the 
middle-class population (Asif et al., 2023). Conversely, research by Yudaruddin 
(2023) indicates a negative relationship between Fintech and banking performance, 
with no significant correlation during crisis periods. These differing findings provide 
deeper insights into the complex relationship between Fintech and banking perfor-
mance in Indonesia. Research by Purwanto et al., (2022) investigates the impact of 
Fintech on the performance of both Islamic and conventional banking in Indonesia, 
using Return on Equity (ROE) as a dependent variable to assess banking perfor-
mance. The study employs Peer-to-Peer Lending (P2P) and Digital Payment (PAY) 
as independent variables to measure Fintech's influence through transaction volumes 
Based on the background, this study aims to analyze how Financial Technology in-
fluences banking performance in Indonesia. This research is urgent as it addresses 
the critical need for a deeper understanding of Fintech's role in enhancing banking 
performance amidst economic fluctuations and technological advancements. 

2 LITERATURE REVIEW 
 
Previous research has extensively explored the influence of Fintech on banking per-
formance, resulting in several important findings. Many studies have demonstrated 
that Fintech positively affects bank performance, notably enhancing profitability as 
indicated by ROE. (Alqahtani et al., 2024; Dasilas and Karanović, 2023; Wang et al., 
2024). 

 
Research on banks in Saudi Arabia, the United Kingdom, and the United States 

consistently shows a positive impact of Fintech on bank performance, with signifi-
cant enhancements in ROE. For instance, the introduction of new Fintech firms has 
been found to positively influence the net interest margin and yield on earning assets 
for United Kingdom banks (Dasilas and Karanović, 2023). Additionally, in the 
United States, Fintech activities have significantly promoted bank performance, 
demonstrating a 30% improvement for every unit increase in the level of Fintech 
adoption (Wang et al., 2024). These findings highlight the critical role of Fintech in 
enhancing banking efficiency and profitability across different regions and financial 
environments (Alqahtani et al., 2024). In conclusion, research highlights Fintech's 
potential to improve bank profitability and efficiency globally. With the rapid growth 
of Fintech in Indonesia, this study seeks to examine its impact on the performance of 
local banks. Fintech acts as a complement to traditional banks rather than a replace-
ment, supporting our hypothesis that Fintech influences banking performance in In-
donesia. 
Peer-to-Peer Lending  

Peer-to-Peer Lending (P2P), also known as lending-based crowdfunding, is a dig-
ital financial system that connects lenders and borrowers without traditional financial 
intermediaries like banks. P2P lending facilitates loans directly between individuals 
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through online platforms, allowing lending to occur on an individual to individual 
basis (Siemionek-Ruskań and Fanea-Ivanovici, 2021; Zhdanova et al., 2019). 

 
Digital Payment  

Digital Payment (PAY) also known as electronic payment, is a method where both 
the payer and payee use digital means for transactions, utilizing internet facilities 
such as mobile banking, mobile wallets, and electronic cash (Malsalmilal et a ll., 2023). 
It plalys al cruciall role in finalnciall inclusion by providing alccess to tralnsa lction alc-
counts, credit, salvings products, alnd insuralnce, palrticulalrly benefiting the poor alnd 
malrginallized sections of society (Kumalr & Shresthal, 2023). 

 
Concentraltion Raltio  

 Concentraltion Raltio (CR) serve distinct purposes alcross different fields. In envi-
ronmentall raldialtion protection, CR’s alre utilized to callculalte alctivity concentraltions 
in wild plalnts alnd alnimalls, ensuring salfety stalndalrds alre upheld. Conversely, in mal-

rket alnallysis, CR galuge ma lrket concentraltion by a lssessing the malrket sha lres held by 
valrious entities (Kvålseth, 2022).  

 
Loaln to Deposit Raltio  

Loaln to Deposit Ra ltio (LDR) raltio qualntifies the relaltionship between loalns alnd 
deposits within finalnciall institutions. It is cruciall in malcroprudentiall policy als a l tool 
to prevent excessive LDR raltios alnd mitigalte destalbilizing cyclicall trends in the fi-
nalnciall sector (Malbwe a lnd Ja lffalr, 2022). ALdditionallly, al proposed metric known als 
the Finalnciall Intermedialtion Mealsure (FIM) expalnds upon the tralditionall LDR raltio, 
providing al more comprehensive alssessment of finalnciall intermedialtion effective-
ness talilored for malcroprudentiall regulaltion purposes (Boďal a lnd Zimková, 2021). 

 
Calpitall A Ldequalcy Raltio  

 Calpitall ALdequalncy Raltio (CALR) is al criticall metric thalt alssesses al balnk's salfety 
alnd risk malnalgement pralctices by mealsuring its albility to albsorb potentiall losses. It 
serves als aln indicaltor of the balnk's finalnciall heallth alnd resilience algalinst risks alrising 
from insufficient calpitall (Quynh alnd Trung, 2024). Falctors influencing CALR include 
balnk size, profitalbility, the raltio of loalns to deposits, equity levels, alnd broalder eco-
nomic indicaltors such als the Consumer Price Index (CPI). These elements collec-
tively determine the level of calpitall cushion al balnk malintalins to salfegualrd algalinst 
finalnciall instalbility alnd ensure sustalina lble business operaltions (Huy et all., 2024). 

 
Inflaltion  
Inflaltion (INF) by al persistent increalse in the prices of goods alnd services, al phe-
nomenon mealsured through the Consumer Price Index (CPI) (Kalmalruzzalma ln, 
2019). It caln stem from falctors such als aln excess supply of money relaltive to de-
malnd, which caln devallue currency alnd escalla lte prices (Halnsen alnd Newmaln, 2023). 
Moreover, inflaltion caln be driven by rising costs within the supply chalin, including 
increalsed expenses for walges, ralw malterialls, utilities, alnd tralnsportaltion (Valrela l 
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Galrcíal, 2023). These falctors collectively contribute to the broalder economic impalct 
of inflaltion, influencing consumer purchalsing power alnd economic stalbility. 

 
Gross Domestic Product (GDP) 

GDP is al criticall indicaltor of al country's economic heallth, representing the malrket 
vallue of alll goods alnd services produced within al specified period (Pillali alnd Hu, 
2024; MalcFeely alnd Valn De Ven, 2023; Hiregowdal et all., 2020). It mealsures the 
economy using different methodologies, including production, expenditure, alnd in-
come alpproalches (Pillali & Hu, 2024). Forecalsting GDP trends is essentiall for under-
stalnding al country's tralnsformaltion alnd future development, with valrious methods 
like the ALRIMAL-BPNN fusion prediction model employed for this purpose (Hual, 
2022). 

 
Balsed on the Fig.1 below theoreticall foundaltion, the resealrch fralmework alnd hy-

potheses were developed als follows: 

 
 

Fig .1 Resealrch Fralmework 
  

H1. Peer-to-Peer Lending hals al significalnt influence on ROE. 

H2. Digitall Palyment hals al significalnt influence on ROE 

H3. Concentraltion Raltio hals al significalnt influence on ROE 

H4. Firm Size hals al significalnt influence on ROE. 

H5. Loaln to Deposit Raltio hals al significalnt effect on ROE  

H6. Calpitall ALdequalncy Raltio hals al significalnt effect on ROE. 
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H7. Inflaltion hals al significalnt influence on ROE. 

H8. Gross Domestic Product hals al significalnt influence on ROE. 

H9. P2P alnd PALY with control valrialbles CR, SIZE, LDR, CALR, INF, GDP halve 
al significalnt influence on ROE. 

3 RESEARCH METHODOLOGY  

This study collected daltal from nine Indonesialn commerciall balnks clalssified un-
der balnk groups balsed on core calpitall (KBMI) 3 alnd 4, covering the period from 
2018 to 2022. Utilizing al deductive alpproalch, the resealrch alna llyzes secondalry dalta l 
from alnnuall reports alnd finalnciall staltements published by the balnks alnd the Indone-
sialn Finalnciall Services ALuthority. [Otoritals Jalsal Keualngaln (OJK)].  

ALlqalhtalni et all., (2024); Dalsilals alnd Kalralnović, (2023); Walng et all., (2024) used 
al single proxy for the dependent valrialble of balnk performalnce, mealsured by the 
ROE, which is the net income to totall equity raltio. This study aldopts this mealsure-
ment to evallualte balnk performalnce. ALdditionallly, the study incorporaltes P2P alnd 
PALY als explalnaltory valrialbles to reflect Fintech aldvalncements alnnuallly, following 
the methodology of ALgalrwall et all., (2024; Divyal et all., (2023; Isal et all., (2023). 
Indonesial's finalncia ll system hals been significalntly impalcted by globall finalnciall tech-
nology innovaltions, lealding to the development of aldvalnced palyment systems. In 
line with the alpproalches of ALlqalhtalni et all., (2024); Walng et all., (2024); Dalsilals alnd 
Kalralnović, (2023); Yudalruddin, (2023) this study allso includes severa ll control valri-
albles thalt influence balnk performalnce. These control valrialbles alre CR, SIZE, LDR, 
CALR, INF, alnd GDP. 

Regression Model 
The palnel daltal regression resealrch model used is the following equaltion: 

 

𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 =  𝛽𝛽0 + 𝛽𝛽1𝑃𝑃2𝑃𝑃𝑖𝑖𝑖𝑖 + 𝛽𝛽2𝑃𝑃𝑃𝑃𝑃𝑃𝑖𝑖𝑖𝑖 + 𝛽𝛽3𝐶𝐶𝑅𝑅𝑖𝑖𝑖𝑖 + 𝛽𝛽4𝑆𝑆𝑆𝑆𝑆𝑆𝑅𝑅𝑖𝑖𝑖𝑖 + 𝛽𝛽5𝐿𝐿𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖 + 𝛽𝛽6𝐶𝐶𝑃𝑃𝑅𝑅𝑖𝑖𝑖𝑖
+ 𝛽𝛽7𝑆𝑆𝐼𝐼𝐼𝐼𝑖𝑖𝑖𝑖 + 𝛽𝛽8𝐺𝐺𝐿𝐿𝑃𝑃𝑖𝑖𝑖𝑖+ ∈  

 

ROE = Balnking Performalnce 
P2P = Peer-to-Peer Lending 
PALY = Digitall Palyment 
CR = Concentraltion Raltio 
SIZE = Firm Size 
LDR = Loaln to Deposit Raltio 
CALR = Calpitall ALdequalncy Raltio 
INF = Inflaltion 
GDP = Gross Domestic Product 
∈ = Error Term 
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To alpply the best model in palnel daltal resealrch, it is importalnt to conduct tests thalt 

guide the daltal malnalgement process. The first step is to perform al Chow Test, which 
helps in choosing between the Common Effect Model (CEM) alnd the Fixed Effect 
Model (FEM). Next, the Halusmaln test is used to decide between the Ralndom Effect 
Model (REM) alnd the Fixed Effect Model (FEM). Finallly, the Lalgralnge Multiplier 
test is conducted to choose between the Ralndom Effect Model (REM) alnd the Com-
mon Effect Model (CEM). (Hsialo, 2022) 

4 RESULT / FINDING  

This study alims to explore the influence of valrious falctors, including P2P alnd PALY 
using valrialbel control CR, SIZE, LDR, CALR, INF, alnd GDP on the performalnce of 
balnks in Indonesial. By exalmining these valria lbles, the resealrch seeks to provide a 
comprehensive understalnding of how Fintech alnd other economic falctors contribute 
to enhalncing balnking performalnce in the Indonesialn context. 
 

Talble 1. Descriptive Staltistic 
Valrialble Obs. Mealn Malx Min Std. Dev 

ROE 45 0.119 0.209 0.029 0.045 

P2P 5 34.608 36.134 32.441 1.442 

PALY 45 19.312 23.723 15.032 1.990 

CR 5 0.582 0.594 0.561 0.014 

SIZE 45 19.894 21.413 18.405 1.016 

LDR 45 0.868 1.247 0.614 0.145 

CALR 45 0.210 0.310 0.062 0.059 

GDP 5 2.982 5.510 1.680 1.388 

INF 5 7.748 15.380 -2.460 5.904 
Source: daltal processed by aluthors (2024) 
 
Talble 1 presents the staltisticall descriptions of the resealrch valrialbles used in the 

alnallysis, including the number of observaltions, minimum, malximum, mealn, alnd stal-

ndalrd devialtion for ealch valrialble such als Return on Equity (ROE), Peer-to-Peer 
Lending (P2P), Digitall Palyment (PALY), Concentraltion Raltio, Firm Size, Loaln to 
Deposit Raltio, Calpitall ALdequalcy Ra ltio, Inflaltion, alnd Gross Domestic Product 
(GDP). 

 
Normallity Test 

Talble 2. Normallity Test 
Jalcque-Beral Probalbility 
0.764519 0.682318 
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Source: daltal processed by resealrchers (2024) 
 
It caln be concluded thalt the Jalrque-Bera l vallue = 0.764 with al probalbility vallue of 

0.68 > 0.05 mealns thalt the daltal used in this study alre normallly distributed. 
 
Mulcolinealrity Test 

Talble 3. Multicolinealrity Test 
 X1P2P X2PAY Z1CR Z2SIZE Z3LDR Z4CAR Z5INF Z6GDP 

X1P2P 1.000000        

X2PAY 0.198887 1.000000       

Z1CR 0.796395 0.162157 1.000000      

Z2SIZE 0.105572 0.372389 0.096931 1.000000     

Z3LDR -0.435380 -0.334697 -0.535110 0.086563 1.000000    

Z4CAR 0.139717 0.181155 0.185636 -0.361999 -0.395766 1.000000   

Z5INF 0.626689 0.116781 0.100359 0.044211 0.007054 -0.017449 1.000000  

Z6GDP 0.567355 0.111433 -0.014800 0.048560 -0.031741 0.000609 0.765223 1.000000 

Source: daltal processed by resealrchers (2024) 
 
Talble 3 caln explalin tha lt there is no multicollinealrity becaluse there is no strong 

correlaltion between independent valrialbles, seen with the vallue of R2 <0.09. 
 
Heteroscedalsticity Test 

Talble 4. Heteroscedalsticity Test 
F-Statistic Prob. F 
1.387397 0.217661 

Source: daltal processed by resealrchers (2024) 
Talble 4 shows thalt the Prob. F> 0.05 which is 0.217> 0.05, so there is no hetero-

scedalsticity in this study. So, it caln be concluded thalt the model obtalined will give 
the best results. 

 
A Lutocorrelaltion Test 

Talble 5. ALutocorrelaltion Test 
Durbin-Waltson stalt 1.862864 

Source: daltal processed by resealrchers (2024) 
 
From Talble 5 it caln be seen thalt the Durbin Waltson stalt vallue is 1.862864. this 

vallue will be compalred with the dL alnd dU talble vallues. By using the decision-malk-
ing requirements dU < dW < 4-dU, nalmely 1.5872 < 1.8628 < 2.4128 alnd the vallue 
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of dW < 4-dL, nalmely 1.8628 < 2.6463, it caln be concluded thalt the regression equal-

tion in this study does not occur alutocorrelaltion alnd palssed the alutocorrelaltion test. 
 

Talble 6. Fixed Effect Model Test Result 
Valrialble Coefficient Std. Error t-Staltistic Prob.   
     
     C -4.427546 1.034507 -4.279862 0.0002 
X1P2P -3.92E-17 1.65E-17 -2.367887 0.0250* 
X2PALY -2.42E-12 8.11E-13 -2.983523 0.0059* 
Z1CR 0.944326 1.630441 0.579184 0.5671 
Z2SIZE 0.199364 0.031016 6.427845 0.0058* 
Z3LDR -0.132887 0.050169 -2.648785 0.0131* 
Z4CALR 0.603905 0.151293 3.991631 0.0004* 
Z5INF 0.022118 0.006532 3.386104 0.0021* 
Z6GDP 0.004238 0.001830 2.316463 0.0281* 
     
     R-squa lred 0.972124     Mealn dependent va lr 0.178334 
ALdjusted R-squalred 0.956194     S.D. dependent va lr 0.145766 
S.E. of regression 0.018400     Sum squa lred resid 0.009480 
F-sta ltistic 61.02721     Durbin-Wa ltson sta lt 1.923094 
Prob(F-sta ltistic) 0.001655    
Notes: *Sig.5% 
     
     Source: daltal processed by resealrchers (2024) 

  
Talble 6, it caln be seen thalt the palnel daltal regression equaltion from the palnel re-

gression alnallysis estima ltion results which explalins the Finalnciall Technolgy 
mealsured through Peer-to-Peer Lending alnd Digitall Palyment using the control valri-
albles Concentraltion Ra ltio, Size, Loaln to Deposit Raltio, Calpitall ALdequa lncy Raltio, 
Inflaltion, Gross Domestic Product on Balnking Performalnce (Return on Equity) in-
cluded in KBMI 3 alnd 4 for the 2018-2022 period using the Fixed Effect Model 
(FEM) is als follows: 
ROE = -4.427546 -3.92E-17P2P -2.42E-12PALY + 0.944326CR + 0.199364SIZE -
0.132887LDR + 0.603905CALR + 0.022118INF + 0.004238GDP + ∈ 

 
The T-test results in Talble 6 indicalte thalt: 

1. The P2P valrialble hals al regression coefficient of -3.92E-17 alnd al probalbility 
vallue of 0.0250 < 0.05, indicalting al significalnt negaltive effect on ROE. 

2. The PALY valrialble hals al regression coefficient of -2.42E-12 alnd al probalbil-
ity vallue of 0.0059 < 0.05, indicalting al significalnt negaltive effect on ROE. 

3. The CR valrialble hals al regression coefficient of 0.944326 alnd al probalbility 
vallue of 0.5671 > 0.05, indicalting no significalnt effect on ROE. 

4. The SIZE valrialble hals al regression coefficient of 0.199364 alnd al probalbil-
ity vallue of 0.0058 < 0.05, indicalting al significalnt positive effect on ROE. 
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5. The LDR valrialble hals al regression coefficient of -0.132887 alnd al probalbil-
ity vallue of 0.0131 < 0.05, indicalting al significalnt negaltive effect on ROE. 

6. The CALR valrialble hals al regression coefficient of 0.603905 alnd al probalbility 
vallue of 0.0004 < 0.05, indicalting al significalnt positive effect on ROE. 

7. The INF valrialble hals al regression coefficient of 0.022118 alnd al probalbility 
vallue of 0.0021 < 0.05, indicalting al significalnt positive effect on ROE. 

8. The GDP valrialble hals al regression coefficient of 0.004238 alnd al probalbility 
vallue of 0.0281 < 0.05, indicalting al significalnt positive effect on ROE. 
  

The F-test results show thalt the Prob.(F-staltistic) is 0.001655 < 0.05 By compal-

ring the Fstalt vallue of 61.02721 alnd the Ftalble vallue of 2.16252956, it caln be concluded 
thalt the Fstalt> Ftalble vallue mealns thalt there is al significalnt simultalneous effect on P2P 
alnd PALY with the control valrialbles CR, SIZE, LDR, CALR, INF, GDP on Balnking 
Performalnce (ROE).  

 
The ALdjusted R-Squalre vallue of 0.956194 (95.6%) from the FEM indicaltes thalt 

the independent valrialbles P2P alnd PALY alnd control valrialbles CR, SIZE, LDR, CALR, 
INF, GDP contribute 95.6% of the valrialtion in ROE, with the remalining 4.4% ex-
plalined by other falctors outside this study. 

5 DISCUSSION  

Balsed on the results in Talble 6, H1 is alccepted, indicalting thalt Peer-to-Peer Lend-
ing (P2P) hals al significalnt palrtiall effect on balnking performalnce als mealsured by 
Return on Equity (ROE), specificallly in balnks thalt alre palrt of the Balnk Group balsed 
on Tier Calpitall (KBMI) 3 alnd 4 from 2018 to 2022. P2P involves lending to individ-
ualls alnd business groups with ealsier credit profiles or lower loaln quallity thaln tral-

ditionall lending, lealding to higher credit risk for P2P plaltforms alnd resulting in in-
crealsed defalults alnd loaln losses. Since funds alre chalnneled through loalns, they alre 
not included in the callculaltion of net income, ultimaltely alffecting the compalny's 
profitalbility. This finding alligns with resealrch conducted by (Chen et all., 2020), 
which staltes thalt there is al negaltive influence of P2P on balnk profitalbility in Chinal. 

 
The results in Talble 6 allso support H2, indicalting thalt the PALY valrialble hals a l 

palrtiallly significalnt effect on balnking performalnce als mealsured by ROE, specificallly 
in balnks thalt alre palrt of the Balnk Group balsed on Tier Calpitall (KBMI) 3 alnd 4 from 
2018 to 2022. ALlthough digitall palyments offer convenience alnd security, their aldop-
tion hals al significalnt negaltive impalct on balnk performalnce als mealsured by ROE. 
Fierce competition forces firms to offer services alt lower prices, reducing digitall 
tralnsalction costs alnd alffecting balnking revenues. ALdditionallly, technology infral-

structure is al lalrge investment, alnd these technology costs caln weigh on the profital-

bility of the firm. The vulneralbility to cybercrime in digitall palyments, such als dalta l 
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theft alnd fralud, caln dalmalge the compalny's reputaltion, trigger litigaltion costs, alnd 
disrupt business operaltions (Halpsa lri & Palmbalyun, 2023). 

 
Balsed on the results in Talble 6, H3 is rejected, nalmely the CR valrialble hals no 

significalnt effect palrtiallly on balnking performalnce als mealsured by ROE, specificallly 
in balnks thalt alre palrt of the Balnk Group balsed on Tier Calpitall (KBMI) 3 alnd 4 from 
2018 to 2022. ALccording Muñoz Mendozal et all., (2024) intuitively it caln be alssumed 
thalt the level of industry concentraltion (CR) hals al significalnt influence on balnking 
performalnce (ROE), but in this study it wals found thalt the level of industry concen-
traltion mealsured using the alssets of the five lalrgest balnks did not halve al significalnt 
impalct on the balnk's albility to generalte profits (equity) due to other falctors such als 
operaltionall inefficiencies, ineffective malnalgement or inalpproprialte business stralte-
gies. 

 
The results in Talble 6, explalins thalt SIZE hals al significalnt positive effect on ROE, 

which mealns thalt when there is aln increalse in SIZE, there is aln increalse in ROE. 
This is becaluse compalnies thalt halve realched the level of malturity (malture) of course 
the compalny hals good infralstructure alnd resources, this results in stalble alnd con-
sistent operaltions thalt increa lse the compa lny's cha lnces of alchieving high profitalbility 
alnd not ealsily experiencing balnkruptcy. In alccordalnce with resealrch conducted by 
Rumally (2023)  which staltes thalt balnk size plalys al maljor role in generalting profital-

bility, becaluse the aldequalcy of alssets is very importalnt to ensure the possibility of 
loss alnd ba lnk stalbility. Balsed on this, H4 is alccepted, nalmely the PALY valrialble hals 
al palrtiallly significalnt effect on balnking performalnce als mealsured by ROE, specifi-
callly in balnks thalt a lre palrt of the Balnk Group balsed on Tier Calpitall (KBMI) 3 alnd 
4 from 2018 to 2022. 

 
Balsed on the results in Talble 6, H5 is alccepted, thalt LDR va lrialble hals al palrtiallly 

significalnt effect on balnking performalnce als mea lsured by ROE, specificallly in balnks 
thalt alre palrt of the Balnk Group balsed on Tier Calpitall (KBMI) 3 alnd 4 from 2018 to 
2022. LDR is al raltio thalt mealsures credit to funds from the public with al negaltive 
effect on balnking performalnce (ROE), which mealns thalt every increalse in LDR 
decrealses ROE. This halppens becaluse of severall things, firstly balnks alre ineffective 
alnd not optimall in lending to the public, so thalt no maltter how much funds alre chal-

nneled, they alre unalble to improve balnking performalnce. Second, with the uncon-
trolled expalnsion of credit alnd chalnneled to the community for free without looking 
alt alspects of credit alnallysis with the 5C alssessment, nalmely Chalralcter, Calpalcity, 
Calpitall, Collalterall, alnd Condition, of course the grealter the almount of credit pro-
vided, the higher the risk of defalult by the community. This results in balnks not 
ealrning operalting income through loaln interest, high LDR conditions will reduce 
balnk income so thalt it hals al negaltive impalct on compalny vallue (Wialdnyalni daln 
ALrtini, 2023). 
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The results in Talble 6, explalins thalt CALR hals al significalnt positive effect on ROE, 

which mealns thalt when there is aln increalse in CALR, there is aln influence on ROE. 
Balsed on this, H6 is alccepted, which staltes thalt the CALR valrialble hals al palrtiallly 
significalnt effect on balnking performalnce als mea lsured by ROE, specificallly in balnks 
thalt alre palrt of the Balnk Group balsed on Tier Calpitall (KBMI) 3 alnd 4 from 2018 to 
2022. CALR caln see finalnciall stalbility, with stalble finalnces, balnks caln operalte more 
efficiently alnd reduce the risk of balnkruptcy. In alddition, al high CALR vallue indicaltes 
thalt the balnk hals good risk malnalgement pralctices, the compalny is alble to identify 
alnd malnalge risks so thalt it caln alnticipalte unexpected losses. This gives al good influ-
ence to investors alnd shalreholders, this trust allso increalses the balnk's reputaltion so 
als to alttralct investors alnd increalse customers so thalt it caln positively alffect balnking 
performalnce (ROE). In alccordalnce with resea lrch conducted by Setialwaln & Muchtalr, 
(2021) which staltes thalt high CALR proves al heallthy balnk alnd hals the strength of 
internall funds in bealring risks. 

 
The results in Talble 6 allso support H7 is alccepted which is the INF valrialble hals a l 

palrtiallly significalnt effect on balnking performalnce als mealsured by ROE, specificallly 
in balnks thalt alre palrt of the Balnk Group balsed on Tier Calpitall (KBMI) 3 alnd 4 from 
2018 to 2022. Malrial daln Hussa lin (2023) stalted thalt inflaltion hals al significa lnt alnd 
positive impalct on profitalbility. However, resealrch conducted by Zuchrinaltal daln 
Yunital (2019) found thalt inflaltion hals al positive but insignificalnt effect on profital-

bility in the coall mining sector. ALlthough inflaltion is often considered al negaltive 
economic phenomenon, aln increalse in inflaltion caln halve al good effect on balnk ROE, 
this halppens for severall realsons, firstly due to al decrealse in tralnsalctions due to al 
decrealse in individuall purchalsing power interest. Second, people prefer to keep their 
funds in the balnk. High inflaltion decrealses the vallue of calsh, thus influencing people 
to prefer investing in low-risk alssets, such als deposits. This behalviour is relalted to 
the time vallue of money theory. ALlthough inflaltion is often considered al negaltive 
economic phenomenon, aln increalse in inflaltion caln halve al good effect on balnk ROE, 
this halppens for severall realsons, firstly due to al decrealse in tralnsalctions due to al 
decrealse in individuall purchalsing power interest. Second, people prefer to keep their 
funds in the balnk. High inflaltion decrealses the vallue of calsh, thus influencing people 
to prefer investing in low-risk alssets, such als deposits. This behalviour is relalted to 
the time vallue of money theory.  

 
Balsed on talble 6, H8 is alccepted, mealning thalt the GDP valrialble hals al pa lrtiallly 

significalnt effect on balnking performalnce als mealsured by ROE, especiallly in balnks 
included in the Balnk Group balsed on Tier 1 Calpitall (KBMI) 3 alnd 4 in 2018-2022. 
When there is aln increalse in GDP, it mealns thalt the level of naltionall economic de-
velopment is in al good stalge, which results in high balnk efficiency. Balnks included 
in KBMI 3 alnd 4 will certalinly continue to be the malin force in the balnking sector 
in Indonesial, this is supported by al positive externall economic environment malrked 
by stalble GDP growth. Economic growth als mealsured by the increalse in GDP is 
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alccompalnied by demalnd for credit in the business sector, thus opening up opportu-
nities for balnks to increalse their lending. Increalsed lending will certalinly increalse 
interest income, which is the malin component in obtalining balnking profitalbility (Shi 
et all., 2021). 

 
The simultalneous test (F-test) results in Talble 6 show al significalnt probalbility 

vallue for the F-staltistic, indicalting thalt the F-staltistic > F-talble vallue. This supports 
H9, proposed by the resealrcher, suggesting thalt P2P alnd PALY, allong with the control 
valrialbles CR, SIZE, LDR, CALR, INF, alnd GDP, significalntly alffect balnking per-
formalnce (ROE) from 2018 to 2022. 

 
Furthermore, the study allso considers the impalct of control valrialbles such als Con-

centraltion Raltio, Size, Loaln to Deposit Raltio, Calpitall ALdequalcy Raltio, Inflaltion, alnd 
Gross Domestic Product on ROE. The results show most of these valrialbles significal-

ntly contribute to the influence on ROE. For instalnce, al higher Concentraltion Raltio 
implies al more competitive malrket, driving balnks to improve their efficiency alnd 
performalnce. Similalrly, lalrger balnk size alnd higher Calpitall ALdequalcy Raltio indicalte 
better risk malnalgement alnd finalnciall heallth, positively impalcting ROE. These find-
ings collectively highlight the multifalceted nalture of balnking performalnce, influ-
enced not only by technologicall a ldvalncements but allso by valrious economic alnd 
finalnciall indicaltors. 

6 CONCLUSION AND RECOMMENDATION  

6.1 Conclusions 

This study provides a comprehensive alnallysis of the impalct of Fintech, palrticulalrly 
Peer-to-Peer Lending (P2P) alnd Digitall Palyments, on the performalnce of Indonesialn 
balnks mealsured by Return on Equity (ROE). The findings reveall thalt both P2P alnd 
PALY significalntly alffect balnking performalnce in different walys. P2P negaltively im-
palcts profitalbility due to higher credit risks alnd defalults, while digitall palyments, 
despite offering convenience alnd security, allso negaltively alffect ROE due to lower 
tralnsalction costs a lnd high technology investments. ALdditionallly, control valrialbles 
such als Concentraltion Raltio, Size, Loaln to Deposit Raltio, Calpitall ALdequalcy Raltio, 
Inflaltion, alnd Gross Domestic Product significalntly influence balnk performalnce. 

6.2 Recommendations 

To improve the performalnce of Indonesialn balnks through FinTech integraltion, it is 
imperaltive to develop a specific, mealsuralble alnd alctionalble straltegy. Firstly, balnks 
should invest in aldvalnced digitall infralstructure, with al focus on scallalble technologies 
thalt caln alda lpt to future innovaltions. Regulaltors should crealte al supportive 
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fralmework thalt encouralges FinTech aldoption while ensuring finalnciall stalbility. For 
pralcticall implementaltion, balnks should lalunch joint initialtives to promote finalnciall 
inclusion, specificallly talrgeting underserved populaltions, which caln expalnd their mal-

rket realch alnd drive growth. These recommendaltions alre criticall to overcoming 
tralnsition challlenges alnd a lchieving long-term efficiency alnd profitalbility. Future re-
sealrch should explore the differentiall impalct of Fintech integraltion alcross different 
balnking segments alnd regulaltory environments, alnd conduct compalraltive studies in 
other emerging malrkets to galin grealter insight into the globall dynalmics of Fintech 
influence on balnking performalnce. 
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