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Executive summary

This report analyzes the impact of financial technology (FinTech) on the profitability of
commercial banks in Bangladesh, focusing on how technological advancements influence
financial performance in an increasingly digitalized banking environment. As the banking sector
undergoes rapid transformation, FinTech has become a critical factor in enhancing operational
efficiency, expanding service accessibility, and improving customer experience. Therefore,

evaluating its contribution to profitability is essential for both practitioners and policymakers.

The primary objective of this study is to examine the effect of selected FinTech variables on bank
profitability, measured by Return on Assets (ROA). The key FinTech indicators considered
include the number of Automated Teller Machines (ATMSs), agent banking outlets, and online
banking branches. Additionally, control variables such as the cost-to-income ratio and bank size

are incorporated to provide a comprehensive understanding of the determinants of profitability.

The study utilizes secondary data collected from the annual reports of selected commercial banks
over a defined period. A panel dataset is constructed, combining both cross-sectional and time-
series data to enhance analytical robustness. The analysis is conducted using Stata, applying
econometric techniques including descriptive statistics, correlation analysis, Hausman test, and

panel data regression models.

The empirical findings reveal that FinTech adoption has a varying impact on bank profitability.
Among the FinTech variables, ATMs demonstrate a positive and statistically significant
relationship with ROA, indicating that ATM expansion improves customer access, enhances
transaction efficiency, and supports profitability growth. In contrast, agent banking and online
banking show positive but statistically insignificant effects, suggesting that their financial benefits
may take longer to materialize due to factors such as high initial investment costs, adoption

challenges, and operational complexities.

Overall, the findings suggest that while FinTech is an important driver of modernization and long-
term growth, its effectiveness depends on strategic implementation and efficient cost management.

Technologies like ATMs provide immediate benefits, whereas newer channels such as agent



banking and online banking require sustained investment and improved execution to generate

significant returns.

In conclusion, this study provides valuable evidence on the relationship between FinTech and bank
profitability in Bangladesh. It underscores the importance of balancing technological innovation
with operational efficiency and strategic management to ensure sustainable financial success in

the evolving banking landscape.
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Chapter one

Introduction






1.1 Introduction

Financial Technology, commonly known as FinTech, describes the application of modern digital
technologies to provide financial services in a quicker, more efficient, and innovative manner. It
combines financial systems with advanced tools such as software platforms, mobile applications,
artificial intelligence, and data analytics to enhance and modernize traditional banking operations.
The rapid expansion of FinTech has significantly reshaped the global banking sector by offering
more affordable, accessible, and scalable financial solutions. Although the rise of FinTech
companies gained momentum after the global financial crisis of 2007-2008, its origins date back
much earlier. The foundation of FinTech can be traced to the 1950s with the introduction of credit
cards and automated teller machines (ATMs), marking the beginning of technological
transformation in finance. Modern banking innovation is largely driven by two key elements:
information technology and electronic fund transfer systems. These technologies have paved the
way for new financial institutions, such as payment banks, to enter the market and expand the
financial ecosystem. As a result, both traditional banks and FinTech firms are under constant
pressure to improve their services, leading to increased innovation and customer focused solutions.
Furthermore, the barriers to entering the banking industry have decreased over time due to the
emergence of specialized firms and innovative business models. This shift has encouraged greater
competition and has contributed to a more dynamic and evolving financial landscape.

1.2 Background of the Study

In recent years, the banking sector has undergone a major upheaval due to the rapid advancement
of Financial Technology (FinTech). FinTech refers to the integration of technology into financial
services, enabling faster, more efficient, and customer-friendly banking procedures. Services such
as mobile banking, online banking, automated teller machines (ATM), card-based transactions,
and agent banking have become key components of modern banking systems. In Bangladesh, the
deployment of FinTech has expanded under the leadership of Bangladesh Bank, leading to
increased digitalization across commercial institutions. As a result, banks are investing
substantially in IT, infrastructure and creating digital service channels to better customer

experience and remain competitive in the market.



The international banking business is undergoing a paradigm transformation, moving from
traditional "brick-and-mortar" banking to "bits-and-bytes” digital services. In the context of
Bangladesh, this transformation is part of the government's "Smart Bangladesh 2041" vision.
Financial Technology, or Fintech, has emerged as a crucial motivation for commercial banks to
enhance efficiency and service the unbanked population. Commercial banks are progressively
investing in digital infrastructure such as Automated Teller Machines (ATMs), agent banking
services, and online banking systems. These technologies have transformed the previous banking
system by lessening dependency on physical branches and enhancing service delivery. As a result,

FinTech is predicted to play a big role in enhancing bank performance and profitability.

In recent years, the banking sector in Bangladesh has seen rapid expansion in Mobile Financial
Services (MFS), Agent Banking, and Internet Banking. With the advent of the Real-Time Gross
Settlement (RTGS) and National Payment Switch Bangladesh (NPSB), banks are investing

substantially in IT infrastructure to stay competitive.

Financial Technology has become a significant factor in Bangladesh’s dynamic financial sector,
notably in the context of state-owned commercial banks in Bangladesh (Das, 2021; Hossain et al.,
2021; Wu, 2023). According to (Basdekis et al., 2022; Wang et al., 2022), the nation’s financial
ecosystem is heavily formed by these six state-owned commercial banks, which function as

accelerators for economic stability and advancement.

1.3 Problem Statement

In recent years, the banking sector has seen a considerable transformation due to the rapid progress
of financial technology (FinTech). The incorporation of digital technologies into banking
operations has revolutionized the way financial services are offered and consumed. In Bangladesh,
commercial banks have increasingly adopted various FinTech innovations such as Automated
Teller Machines (ATMs), agent banking outlets, and online banking platforms to improve
efficiency, enhance customer convenience, and remain competitive in a rapidly evolving financial

environment.

Despite this increased acceptance of FinTech, the actual impact of new technologies on bank

profitability remains vague and confusing. While FinTech is projected to improve operational



efficiency, reduce transaction costs, and raise customer happiness, it also demands major
investment in infrastructure, technology, and cybersecurity. These investments may increase

operational costs in the short run and may not immediately translate into better profitability.

Therefore, the relationship between FinTech adoption and bank profitability is not always obvious.
In the case of Bangladesh, this issue becomes even more essential due to the specific peculiarities
of the banking system. The country has a huge unbanked population, increasing demand for digital

financial services, and a growing focus on financial inclusion.

Another key worry is the difference in the influence of different FinTech components. While some
technologies, such as ATMs, may have a direct and immediate effect on profitability, others, such
as agent banking and online banking, may have delayed or indirect benefits. Additionally, factors
such as operational efficiency and bank size may also influence profitability, making it vital to
adjust for these variables in the research. Moreover, there is a lack of relevant empirical studies in
Bangladesh that focus on the specific influence of FinTech variables on bank profitability using

panel data analysis.

1.4 Significant of the Study

This study holds important value for different stakeholders, including commercial banks,
policymakers, regulators, and researchers. It gives useful insights into the relationship between
FinTech adoption and bank profitability in Bangladesh, which is essential for making educated

decisions.

Firstly, the study is particularly relevant for commercial banks. As banks continue to invest
extensively in digital technology, it is crucial to determine whether these investments are
delivering positive financial returns. The outcomes of this study can help bank management
analyze the efficiency of different FinTech components and make strategic decisions regarding

resource allocation..

Secondly, the study is relevant for policymakers and regulatory bodies. In Bangladesh,
encouraging financial inclusion and digital banking is an important policy priority. The

government and central bank have made numerous steps to stimulate the adoption of FinTech.



Thirdly, the study contributes to academic research by filling a gap in the existing literature. While
FinTech has been widely explored in industrialized countries, there is scant empirical information

from developing economies like Bangladesh.

Furthermore, the work is valuable for future scholars. It provides a framework for additional
research on FinTech and bank performance. Future studies can improve upon this research by
integrating additional factors, extending the time span, or employing different analytical
methodologies. It also opens up opportunity for comparative studies between different countries

or banking systems.

Finally, the study has practical implications for enhancing the overall efficiency and sustainability
of the banking sector. By identifying the important factors that drive profitability, the study helps
stakeholders understand the role of technology in ensuring long-term financial stability. It
underlines the necessity for a balanced approach that blends technology innovation with smart cost

management.

1.5 Scope of the Study

This study is confined to commercial banks operating within Bangladesh, with the primary
objective of examining how the adoption of FinTech influences bank profitability. Profitability is
measured using Return on Assets (ROA), a widely accepted indicator that reflects how effectively

a bank utilizes its total assets to generate earnings.

To represent FinTech adoption, the study considers key variables such as the number of Automated
Teller Machines (ATMs), agent banking outlets, and online banking branches. These elements
serve as practical indicators of technological integration in banking services. Additionally, the
cost-to-income ratio is included to capture operational efficiency, while bank size is incorporated
as a control variable to account for variations in scale, capacity, and resource availability among
different banks.

The sample includes both conventional and Islamic banks, ensuring a broader perspective on the

banking sector in Bangladesh. However, due to data constraints, not all banks operating in the



country are included in the analysis. The timeframe of the study focuses on recent years, allowing

for an assessment of current FinTech trends, though it may not fully capture long-term effects.

Methodologically, the study applies panel data analysis techniques to examine the relationships
among the variables. Appropriate statistical tools are used to ensure the robustness and validity of
the findings. The analysis primarily focuses on the short-term impact of FinTech adoption on bank
performance, without addressing long-term implications. Furthermore, qualitative aspects such as

customer satisfaction, service quality, and technological challenges are not directly evaluated.

Overall, the study offers a focused quantitative assessment of how selected FinTech-related
variables affect bank profitability in Bangladesh. While it provides meaningful insights into the
role of digital transformation in banking performance, the conclusions are limited to the chosen

variables, sample banks, and the specific timeframe considered.

1.6 Research Questions

The rapid growth of financial technology (FinTech) has considerably revolutionized the banking
sector, particularly in Bangladesh. Commercial banks are progressively using digital technologies
such as Automated Teller Machines (ATMs), agent banking, and online banking services to
increase operational efficiency, boost consumer convenience, and remain competitive in the
developing financial landscape. However, despite this increased use, the true impact of these
FinTech components on bank profitability remains uncertain. This uncertainty promotes the

necessity for an organized examination through specified research questions.
The primary research question of this study are

1. Does ATM usage improve bank profitability?

2. Does agent banking significantly affect profitability?

3. What is the impact of online banking on ROA?

4. How does cost-to-income ratio influence profitability?

5. Does bank size affect financial performance?



1.7 Objective of the Study

The main purpose of this report is to assess how the adoption of FinTech influences the profitability
of commercial banks in Bangladesh. Specifically, the study aims to identify the key factors driving
FinTech adoption in state-owned commercial banks, with a strong focus on aspects such as
network connectivity, security issues, expected performance benefits, regulatory conditions, and
social influences.This research also explores how these factors impact broader areas such as

financial inclusion, customer satisfaction, and the overall modernization of banking services.

e To achieve these goals, the study is guided by the following specific objectives:

e To investigate how the number of ATMs affects Return on Assets (ROA)

e To examine the relationship between agent banking outlets and bank profitability

e To assess the contribution of online banking branches to financial performance

e To evaluate the effect of the cost-to-income ratio on overall bank efficiency and
profitability

e To analyze the influence of bank size on profitability

In summary, these objectives are designed to offer a comprehensive insight into the role of FinTech

in shaping the financial performance of banks in Bangladesh.
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Literature Review



2.1 Literature Review

This report is grounded in existing literature that examines the relationship between FinTech
development and bank profitability. A large body of research suggests that advancements in
FinTech contribute positively to both profitability and financial stability within the banking sector.
By integrating modern technologies into service delivery, risk assessment, and data utilization,
FinTech enables banks to improve operational efficiency and make better use of customer-

generated information and big data (Fuster et al., 2019).

Numerous empirical studies have explored the link between FinTech adoption and banking
performance. For instance, Beck et al. (2016) highlight that technological innovation significantly
enhances operational efficiency, which in turn improves profitability. Similarly, Frame et al.
(2019) argue that digital banking services increase customer satisfaction and transaction
frequency, ultimately strengthening financial performance. In addition, FinTech has been shown
to improve risk management practices and reduce operational costs (Wang et al., 2021), while also
enabling the development of more tailored and diversified financial products that better meet
customer needs (Gomber et al., 2017). According to Mirza et al. (2023), investments in FinTech
can directly improve risk-adjusted returns through cost reduction, product expansion, and lower

capital requirements.

From a financial stability perspective, several studies indicate that FinTech can enhance resilience
in the financial system. Fung et al. (2020) suggest that FinTech contributes to greater transparency,
decentralization, and service accessibility, thereby reducing systemic instability. Likewise, Daud
et al. (2022), using data from multiple countries, find a positive association between FinTech
development and overall financial stability, driven by technologies such as artificial intelligence,

cloud computing, and data analytics.

However, findings are not entirely consistent, particularly in developing economies. Some studies
report that technologies such as ATMs and digital banking services improve profitability by
lowering operating costs and increasing service reach (Hasan et al., 2020). Conversely, others
argue that the substantial initial investment required for FinTech infrastructure may negatively
affect profitability in the short term. Research on agent banking highlights its importance in

promoting financial inclusion, especially in rural areas. Sarker (2018) notes that while agent



banking supports deposit growth, its contribution to profitability may be limited initially due to

associated operational costs.

The cost-to-income ratio is widely recognized as a key indicator of bank efficiency, with higher
ratios generally linked to lower profitability. Athanasoglou et al. (2008) identify a strong negative
relationship between operating expenses and bank performance. Bank size also plays a crucial
role, although its impact remains inconclusive. While larger banks may benefit from economies of
scale, excessive size can lead to inefficiencies, making the overall relationship between size and

profitability complex.

In the context of Bangladesh, this study makes an important contribution by focusing specifically
on state-owned commercial banks, an area that has received limited attention in prior research.
Unlike earlier studies that broadly examine FinTech adoption, this research emphasizes key
determinants such as connectivity, security and trust, performance expectations, regulatory
environment, and social influence. By analyzing these factors, the study aims to provide practical
insights for policymakers, regulators, and bank management on how to enhance FinTech adoption

and promote financial inclusion and economic development.
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3.1 Overview of Sonali Bank PLC

5%

G IR Fra=ify
Sonali Bank PLC

Sonali Bank is a state-owned commercial bank in Bangladesh. It is the largest bank of the country.
A fully state-owned enterprise, the bank has been discharging its nation-building responsibilities
by undertaking government entrusted different socio-economic schemes as well as money market
activities of its own volition, covering all spheres of the economy. Sonali Bank Limited singularly
enjoys the prestige of being the agent of the Central Bank of Bangladesh in such places where the

guardian of the money market has chosen not to act by itself.

Sonali Bank was established in 1972 under the Bangladesh Banks (Nationalization) Order, through
the amalgamation and nationalization of the branches of National Bank of Pakistan, Bank of
Bhowalpur and Premier Bank branches located in East Pakistan until the 1971 Bangladesh
Liberation War. When it was established, Sonali Bank had a paid up capital of 30 million taka. In
2001, it’s authorized and paid-up capital were Tk. 10 billion and Tk. 3.272 billion respectively.
The bank’s reserve funds were Tk. 60 million in 1979 and Tk. 2.050 billion on 30 June 2000.

The management of Sonali Bank is vested in a 7-member board of directors appointed by the
government. The managing director is the chief executive. He is assisted by a deputy managing
director, six general managers, and other senior executives. The general managers are in charge of
the bank’s branches in the headquarters of the six administrative divisions of the country namely,
Dhaka, Chittagong, Rajshahi, Khulna, Sylhet and Barisal. The bank has 32 departments at its head
office including a training institute in Dhaka. On 30 June 2000, the total number of employees of
the bank was 26,085.



Sonali Bank Limited was incorporated in Bangladesh on 03 June 2007 as a Public Limited

Company under Companies Act 1994. Formally this bank was incorporated as a nationalized

commercial bank named as Sonali Bank established by The Bangladesh Bank Order 1972

(Presidential Order no. 26 of 1972) and was fully owned by the Government of the People's

Republic of Bangladesh. After incorporation dated 15 November 2007 Sonali Bank Ltd. has taken

over the undertaking and business of Sonali Bank.

Sonali Bank's Vision:

Socially committed leading banking institution with global presence.

Sonali Bank's Mission:

Dedicated to extend a whole range of quality products that support divergent needs of people

aiming at enriching their lives, creating value for the stake holders and contributing towards socio-

economic development of the country.
Sonali Bank's Slogan:
Your trusted partner in innovating banking.

Corporate Profile

Name of the Company

Sonali Bank PLC

Chairman

Mohammad Muslim Chowdhary

CEO & Managing Director

Md.Shawkat Ali Khan

Company Secretary

Md. Tauhidul Islam

Status

Public Limited Company

Company Genesis

Emerged as Nationalized Commercial Bank in
1972, following the Bangladesh Bank Order No.
1972(PO No. 26)

Date of Incorporation 03 June 2007
Authorized Capital Taka 6000.00 crore
Paid-up Capital Taka 4530.00 crore
Number of Employees 22446

Number of Brances

1230 Branches across the country and 2
overseas Branches

SWIFT

BSONBDDH




Fintech of Sonali Bank PLC

Sonali Bank PLC is the largest state-owned commercial bank in Bangladesh and plays a significant
role in promoting financial inclusion and digital transformation in the banking sector. In recent
years, the bank has increasingly adopted financial technology (fintech) to modernize its services,

improve operational efficiency, and enhance customer experience.

Fintech in Sonali Bank refers to the integration of digital technologies such as online banking,
mobile banking, automated teller machines (ATMs), and electronic fund transfer systems into
traditional banking operations. The bank has introduced internet banking services that allow
customers to perform various transactions such as fund transfers, utility bill payments, and account
management from remote locations. This has reduced the dependency on physical branch visits

and improved service accessibility.

In addition, mobile banking services have played a crucial role in expanding banking services to
rural and unbanked populations. Through agent banking and mobile platforms, Sonali Bank has
been able to reach customers in remote areas, thereby contributing to financial inclusion. The use
of ATM networks and card-based transactions has also increased convenience and reduced

transaction time for customers.

However, despite these advancements, Sonali Bank still faces several challenges in fully
implementing fintech solutions. These include limited technological expertise, cybersecurity risks,
and resistance to change within traditional banking structures. Additionally, infrastructure

limitations in rural areas can hinder the effective deployment of digital banking services.

Financial Stability of Sonali Bank PLC

Sonali Bank PLC, the largest state-owned commercial bank in Bangladesh, has shown significant
improvement in its financial stability in recent years through strengthened governance, improved
asset quality, and better risk management practices. The bank has made notable progress in
overcoming historical financial challenges, particularly capital shortfalls and high non-performing
loans (NPLs).



One of the key indicators of financial stability is capital adequacy. Recently, Sonali Bank has
successfully eliminated its previous capital deficit and achieved a capital surplus, with its Capital
to Risk-Weighted Assets Ratio (CRAR) exceeding the regulatory minimum requirement of 10

percent. This reflects the bank’s improved capacity to absorb financial risks and maintain stability.

In terms of profitability, the bank has recorded a strong turnaround. It achieved a record operating
profit of over Tk 8,000 crore in 2025, driven by increased income, improved loan recovery, and
better operational efficiency. This indicates a positive trend in financial performance and

sustainability.

The bank has also made progress in reducing non-performing loans, which is a critical factor for
financial stability. Through stricter borrower selection, enhanced recovery efforts, and improved
credit monitoring, the NPL ratio has gradually declined. Additionally, Sonali Bank maintains
strong liquidity, ensuring its ability to meet customer withdrawals and financial obligations even

during economic uncertainty.

Furthermore, the bank is focusing on digital transformation and efficient lending strategies,
particularly by shifting towards small and medium enterprises (SMEs) and reducing exposure to
high-risk borrowers. These initiatives contribute to long-term financial resilience.

Core Values of Sonali Bank PLC

Sonali Bank PLC’s core values proposition consists of ten key elements. The values would help
the bank in motivating its employees to work as a team towards the accomplishment of assigned
duties and responsibilities for the achievement of desired objectives. Teamwork: open
communication and discussion interaction among the employees would ensure proper actions and

efforts towards achieving the organization common goal.



Objectives of Sonali Bank PLC

The main objectives of Sonali Bank PLC is to play a key role in the national economy. To serve
every one properly and with a sense of dedication and dignity is the motto of Sonali Bank. Other

objectives of Sonali Bank as follows:

1. To provide the best services to each and every client through concentrated and coordinated
efforts and a strict professional approach.

2. Forging a cordial, deep-rooted, and firm banker-customer relationship by dispensing prompand

improved clientele service.

3.To diversify and widen the overall operations and activities.

5.Ensuring the highest use of the professional workforce through enhancement of their attitude
and competence.

6.To render innovative, customized, and cost-effective financial solutions to its clients.

7. Responding to the need of the time by participating in syndicated large loan financing with Like-
minded banks of the country, thereby expanding the area of investment of the bank.

8. Elevating the image of the Bank at home and abroad by the sustained expansion of its activities.



3.2 Overview of other selected Commercial Bank

Janata Bank PL

Established in 1972, Janata Bank PLC is one of the largest state-owned commercial banks in
Bangladesh. It provides extensive corporate and retail banking services and plays a key role in

government financial activities. The bank is gradually adopting digital banking systems to improve

service delivery and efficiency.
Director: Managed by a government-appointed Board of Directors, with a Managing Director &

CEOQ responsible for operations.
Dutch-Bangla Bank Limited

Established in 1995, Dutch-Bangla Bank Limited is a leading private commercial bank in
Bangladesh and a pioneer in fintech innovation. It has one of the largest ATM networks in the
country and introduced mobile banking service “Rocket,” which significantly enhanced financial
inclusion. The bank emphasizes digital transactions, online banking, and automation to improve

efficiency and customer convenience. Its strong technological infrastructure supports fast and

secure banking operations.
Director: Governed by a Board of Directors led by a Chairman, with a Managing Director &

CEO responsible for daily operations.
BRAC Bank Limited

Established in 2001, BRAC Bank Limited is known for its strong focus on SME financing and
digital banking services. The bank plays a vital role in supporting small and medium enterprises
while also offering modern online and mobile banking facilities. Its fintech initiatives aim to
enhance customer experience and expand financial access across Bangladesh.
Director: The bank is managed by a Board of Directors, including a Chairman, independent
directors, and a Managing Director & CEO who oversees operational activities.



United Commercial Bank PLC

Established in 1983, United Commercial Bank PLC (UCB) is one of the leading private
commercial banks in Bangladesh. It offers a wide range of services, including corporate, retail,
and digital banking. The bank is gradually adopting fintech solutions such as online banking and

automated systems to improve efficiency

and customer satisfaction.
Director: UCB operates under a Board of Directors headed by a Chairman, while the Managing

Director & CEO handles the bank’s daily management and strategic execution
NCC Bank PLC

Established in 1993, NCC Bank PLC provides a variety of banking services, including retail,
corporate, and SME banking. The bank is adapting to technological advancements by introducing

digital banking services and improving its operational systems. It aims to remain competitive in

the evolving financial sector.
Director: The bank is governed by a Board of Directors led by a Chairman, and the Managing

Director & CEO is responsible for overall management and decision-making.
First Security Islami Bank PLC

Established in 1999, First Security Islami Bank PLC offers Shariah-based banking services. The
bank is expanding its fintech initiatives, including mobile banking and agent banking, to reach a

broader customer base. It aims to ensure ethical and inclusive financial services.

Director: Governed by a Board of Directors and a Shariah Board, with a Managing Director &

CEO handling daily management.
The City Bank PLC

Established in 1983, The City Bank PLC is one of the oldest private commercial banks in
Bangladesh. It is well advanced in digital banking, card services, and fintech innovation.
Director: Managed by a Board of Directors led by a Chairman, with a Managing Director & CEO

overseeing operations.



Bank Asia PLC

Established in 1999, Bank Asia PLC is known for its agent banking and digital financial services.
It plays an important role in promoting financial inclusion through technology-driven solutions.
Director: Governed by a Board of Directors, including a Chairman and a Managing Director &
CEO.

Mercantile Bank PLC

Established in 1999, Mercantile Bank PLC offers comprehensive banking services, including
retail, corporate, and SME banking. It is gradually adopting fintech solutions to improve

operational performance and customer service.
Director: Operates under a Board of Directors led by a Chairman, with a Managing Director &

CEO in charge of operations.
Dhaka Bank PLC

Established in 1995, Dhaka Bank PLC provides a wide range of financial services, including

corporate and retail banking. The bank is focusing on digital transformation to enhance service

quality and efficiency.
Director: Managed by a Board of Directors with a Chairman and a Managing Director & CEO.

Prime Bank PLC

Established in 1995, Prime Bank PLC is a well-known private commercial bank offering corporate,

retail, and digital banking services. It focuses on technological advancement to improve customer
service and operational efficiency.

Director: Governed by a Board of Directors led by a Chairman, with a Managing Director & CEO

overseeing daily activities.

Shahjalal Islami Bank PLC

Established in 2001, Shahjalal Islami Bank PLC provides Islamic banking services based on
Shariah principles. The bank is integrating fintech solutions such as online and mobile banking to



improve service delivery and accessibility.

Director: Managed by a Board of Directors along with a Shariah Council, and a Managing

Director & CEO responsible for operations.
Jamuna Bank PLC

Established in 2001, Jamuna Bank PLC is a private commercial bank offering a wide range of
financial services. It is increasingly focusing on digital banking solutions to enhance customer

convenience and operational efficiency. The bank aims to strengthen its position through

innovation and service quality.
Director: Operates under a Board of Directors led by a Chairman, with a Managing Director &

CEO managing operations.
IFIC Bank PLC

Established in 1976, IFIC Bank PLC (International Finance Investment and Commerce Bank) is
one of the oldest private commercial banks in Bangladesh. The bank offers a wide range of
services, including retail banking, SME financing, corporate banking, and Islamic banking through
its window. In recent years, IFIC Bank has focused on digital transformation by introducing
internet banking, mobile banking, and agent banking services to enhance financial inclusion and

customer convenience. Its extensive branch and sub-branch network helps reach both urban and

rural customers.
Director: The bank is governed by a Board of Directors led by a Chairman, with a Managing

Director & CEO overseeing daily operations.



Chapter Four

Research Methodology



4.1 Introduction

This chapter discusses the methods used to analyze the influence of financial technology (FinTech)
on bank profitability in Bangladesh. It outlines the research design, data sources, variables, and
analytical methodologies employed in the study. A solid technique assures that the research
findings are accurate, valid, and scientifically sound. Overall, this chapter provides a full summary
of the research methodology, ensuring transparency and clarity in the research process.

4.2 Research Design

This study adopts a quantitative research design utilizing secondary data sources. Panel data
analysis is applied to examine the relationship between FinTech-related variables and bank
profitability. A total of seventy-five (75) observations are organized to construct the panel dataset
used for regression analysis. For variables expressed in absolute values rather than percentages or
ratios, natural logarithmic transformation is applied to ensure consistency and reduce data
variability. Specifically, logarithmic values are used for bank size, number of ATMs, number of
agent banking outlets, and number of online banking branches, while other variables are

maintained in ratio or percentage form.

The research is explanatory in nature, aiming to establish causal relationships between the
independent variables and the dependent variable. Two types of panel data models are considered
in the analysis: Fixed Effects (FE) and Random Effects (RE). The Fixed Effects model assumes
that individual-specific characteristics are correlated with the explanatory variables, whereas the

Random Effects model assumes no such correlation exists.

To determine the most appropriate model, the Hausman test is conducted. Based on the results of
this test, the Random Effects model is selected for the final estimation. Additionally, the
methodology incorporates control variables—namely the cost-to-income ratio and bank size—to
enhance the robustness of the analysis. These control variables help isolate the specific impact of
FinTech-related factors on profitability by accounting for other influences on the dependent

variable.



Overall, the research design is carefully established to ensure that the study generates trustworthy,
valid, and meaningful data. By combining quantitative methodologies, empirical research, and

panel data techniques.

4.3 Data Sources

The study is based on secondary data, which has been acquired from:
* Annual reports of selected commercial banks

* Published financial statements

* Bangladesh Bank reports and webpages

The data covers a specified time range (e.g., 2019-2023) based on availability.

4.4 Sample Selection

The study involves chosen commercial banks operating in Bangladesh. A total of 15 banks are
considered, including state-owned, commercial, and Islamic banks to ensure diversity and better

analysis.

Although the sample does not cover all commercial banks in the country, it provides a
representative overview of the sector. The selected banks reflect varied sizes, operating structures,
and levels of FinTech engagement. This variation is significant for studying how different factors

influence profitability. The selected commercial banks are:

Sonali Bank PLC, Janata Bank PLC ,City Bank PLC, Duch Bangla Bank PLC ,Prime Bank PLC
Brac Bank PLC, Bank Asia PLC, United Commercial Bank PLC ,National Credit and Commerce
Bank PLC( NCC) ,Dhaka Bank PLC ,First Security Islami Bank PLC ,Shajalal Islamlc Bank
PLC, Jamuna bank PLC, Mercantile Bank PLC International Finance Investment and Commerce
Bank PLC.( IFIC).



4.5 Variables of the Study

Variable

Definition

Expected Sing

Return on Assets
(ROA)

Return on Assets (ROA) is a financial performance
indicator used to evaluate how effectively a
company or bank utilizes its total assets to generate
earnings. It measures the amount of net profit
earned for each unit of assets owned, thereby
reflecting the efficiency of asset management in

producing income.

Not applicable

Number of ATMs
(ATM)

The number of Automated Teller Machines
(ATMs) shows the extent of banking automation
and accessibility. Its measure by utilizing natural
logarithms of total number of ATMs operated by
each bank. An increasing number of ATMs boosts
client convenience, reduces transaction costs, and
improves service efficiency. Therefore, an
increased number of ATMs is predicted to

positively improve bank profitability.

Positive

Number of Agent
Banking Outlets
(Agent)

This variable measures the extent of agent banking
services provided by banks. Its measure by using
natural logarithms of total number of agent outlets.
It promotes financial inclusion by reaching
unbanked populations. Although it may increase

customer base and deposits, the impact on

Positive




profitability may vary depending on operational

costs and efficiency.

Number of

Online

Branches

This variable shows the level of digital banking
services supplied by the bank. Its measure by
applying natural logarithms of total number of
online or internet-based banking service points.
Online banking allows clients to execute
transactions anytime and anywhere. It lowers
dependent on physical branches and improves
service speed and efficiency. A bigger number of
online branches suggests stronger digital adoption,
which is likely to positively influence profitability

in the long run.

Positive

Cost-to-Income Ratio

(CTIR)

The cost-to-income ratio assesses the operational
efficiency of a bank. This ratio illustrates how
much expenditure is incurred to earn a unit of
income. A larger ratio suggests higher costs and
lesser efficiency, which negatively affects
profitability. Therefore, CTIR is likely to have a
negative connection with ROA. CTIR calculate
measure by total operating expense divested by

total operating income.

Negative




Bank Size refers to the overall scope or extent of a
bank’s operations, usually defined by the total assets it
owns. It measure by utilizing natural logarithms of total
asset. It represents how large or small a bank is in terms
of its financial capacity, market share, and ability to

issue loans. Bank Size plays a significant influence in

Bank Size Positive

determining a bank’s ability to expand its loan portfolio.
Larger banks, due to their better resource base, capital
strength, and reputation, often experience faster loan
growth rates, while smaller banks face limits that limit

loan expansion.

Table :1 Variables Explanation

4.6 Model Specification
To investigate the relationship between FinTech and bank profitability, the study uses a panel

regression model. The model is specified as follows:
ROAi=Bo+B1ATMirtB2Agenti+BsOnlinei+B4sCTIRi+PsSizeiteit

Where:

i = Bank

t = Time period

B\beta = Coefficients

e\epsilon = Error term

In this model, ROA represents the dependent variable, whereas ATM, Agent, and Online represent

the independent factors associated to FinTech adoption. This approach allows the study to evaluate



both the direction and amplitude of the association between variables.
Panel data models are particularly important since they allow the study to assess both cross-
sectional and time-series variations. Two types of models are considered: Fixed Effects and
Random Effects. The Fixed Effects model posits that individual-specific features are correlated
with the independent variables, while the Random Effects model assumes no such association.
The adoption of a panel regression model increases the accuracy of the results by including both
cross-sectional and time-series variations. It also assists in managing unobserved variability among

banks. Overall, the model is suitable for meeting the aims of the study.

4.7 Data Analysis Technique

In this study, various statistical and econometric techniques are used to analyze the relationship
between FinTech variables and bank profitability in Bangladesh. The analysis is conducted using
Stata, which is widely used for panel data analysis. The techniques applied in this study include
descriptive statistics, correlation analysis, panel regression models , Hypothesis test, Multicolinary

test, Autocorrelation test .

Overall, this study uses a combination of descriptive statistics, correlation analysis, and panel
regression techniques to analyze the data. Additional tests such as multicollinearity |,
heteroskedasticity, and autocorrelation are conducted to ensure the validity and reliability of the
results. The use of these techniques provides a comprehensive understanding of the impact of

FinTech on bank profitability.

4.8 Hypothesis Development

Formulating hypotheses is an essential part of empirical research, as it provides a structured
framework for examining relationships between variables. In this study, the hypotheses are
developed based on relevant theoretical foundations and previous empirical findings related to
financial technology (FinTech) and bank profitability in Bangladesh.

The research primarily investigates the effect of key FinTech indicators—such as the number of

ATMs, agent banking outlets, and online banking branches—on bank profitability, measured by



Return on Assets (ROA). Additionally, control variables including the cost-to-income ratio and

bank size are incorporated to improve the accuracy and reliability of the analysis.
Based on these considerations, the following hypotheses are proposed:

Hi: The number of ATMs has a positive effect on ROA

Hz: Agent banking outlets have a significant effect on ROA

Hs: Online banking branches have a positive effect on ROA

Ha: The cost-to-income ratio has a negative effect on ROA

Hs: Bank size has a significant effect on ROA

Hai: The number of ATMs has a positive effect on ROA

Automated Teller Machines (ATMs) are one of the earliest forms of FinTech in the banking sector.
They provide 24/7 banking services, reduce the need for physical branches, and improve customer
convenience. The availability of ATMs allows customers to perform basic transactions such as

cash withdrawal, deposits, and balance inquiries without visiting a bank branch.

From a theoretical perspective, the use of ATMs reduces operational costs by minimizing the need
for human resources and physical infrastructure. It also increases transaction efficiency and
customer satisfaction, which can lead to higher customer retention and increased transaction

volume. As a result, banks can generate more income with lower costs.

Empirical studies have found a positive relationship between ATM expansion and bank
profitability. Therefore, it is expected that an increase in the number of ATMs will positively
influence ROA.

H2: Agent banking outlets have a significant impact on bank profitability (ROA)

Agent banking is a major FinTech invention that expands financial services to rural and neglected
communities. Through agent outlets, users can obtain basic banking services such as deposits,
withdrawals, and cash transfers without visiting a branch. This strategy promotes financial

inclusion and expands the customer base of banks.



From a theoretical point of view, agent banking helps banks cut operating expenses involved with
creating additional branches. It also helps banks to reach previously unbanked communities,
increasing deposits and transaction volumes. However, the profitability impact of agent banking
may not always be immediate, as early setup and operational costs can be substantial.
Previous research indicate varied results about the effect of agent banking on profitability. Some
studies find a favorable benefit due to increased outreach, while others find minor or negative
effects in the short run.

Hs: Online banking branches have a positive impact on bank profitability (ROA)

Online banking is a significant component of modern FinTech, allowing users to execute
transactions using digital platforms without visiting physical banks. It delivers convenience, speed,
and accessibility, which enhances client satisfaction and reduces transaction time.
From an economic perspective, online banking decreases operational expenses by decreasing the
need for physical equipment and staff. It also boosts efficiency and enables banks to serve a large

number of consumers concurrently

However, the introduction of internet banking demands significant investment in technology,
cybersecurity, and system maintenance. Therefore, the impact on profitability may vary depending

on how successfully banks manage these costs.
Ha: The cost-to-income ratio has a negative effect on ROA

The cost-to-income ratio (CTIR) is widely used as an important measure of operational efficiency
in the banking sector. It reflects the amount of cost a bank incurs to generate a unit of income. A
higher CTIR indicates lower efficiency, as it implies that more expenses are required to produce

earnings.

From a theoretical standpoint, increased operating costs lead to a reduction in net profit, thereby
negatively affecting overall profitability. Effective cost control and management are therefore
crucial for enhancing financial performance. As a result, a lower cost-to-income ratio is generally

linked with higher profitability.



Empirical evidence consistently supports this relationship, demonstrating a significant negative
association between CTIR and bank performance. This implies that banks that manage their costs

more efficiently tend to achieve better financial outcomes.
Hs: Bank size has a significant impact on profitability (ROA)

Bank size is an essential aspect that may influence profitability. Larger banks often benefit from

economies of scale, better access to resources, and improved technology. These advantages can

boostefficiency and increase profitability.

However, excessive scale may also lead to inefficiencies, increased administrative expenses, and
managerial complexity. Therefore, the relationship between bank size and profitability is not
always obvious.

Empirical evidence provides varied outcomes regarding the effect of bank size on profitability.
Some studies reveal a beneficial association, while others find no meaningful impact.

4.9 Study Period

The study covers a specified time period (for example, 2019-2023), which is selected to reflect

the recent trends in FinTech and its impact on bank profitability. The chosen period highlights a
time of significant digital development in the banking sector of Bangladesh, as institutions have
progressively invested in technical infrastructure.

However, the study period is limited to a few years due to data availability limits. A longer time
period could provide deeper insights into long-term effects, but the selected period is sufficient

to capture short-term correlations between variables.

Overall, the chosen study period assures that the analysis is relevant, up-to-date, and capable of

reflecting the current status of the banking sector.



Chapter Five
Data Analysis and Finding



5.1 Descriptive Statistics

Descriptive statistics are used to summarize and describe the basic properties of the dataset. It

provides a summary of the variables utilized in the study, including their mean, standard deviation,

minimum, and maximum values. The mean represents the average value of a variable, whereas

the standard deviation indicates the level of variation or dispersion from the mean. Minimum and

maximum values show the range of the data. These statistics help you understand the distribution

and consistency of the data.

Descriptive statistics are crucial because they provide initial insights into the dataset and assist

detect any unexpected values or outliers. It also facilitates comparison of variables and assures

that the data is suitable for further research. In this study, descriptive statistics are computed for

all variables, including ROA, ATM, agent outlets, online branches, cost-to-income ratio, and

bank size.
Variables Obs Mean Std.Dev. Min Max Skew. Kurt.
roa 75 73 35 .01 1.64 .06 2.63
atm 75 5.22 1.14 3.35 8.5 1.29 4.81
noao 75 5.65 1.59 0 8.6 -.20 3.79
noob 75 5.71 1.26 3.21 8.2 34 2.21
ctir 75 56.12 11.29 41.8 87.13 1.20 3.89
size 75 13.13 1.10 11.2 21 4.80 35.03

Table: 2 Descriptive statistics

The mean value of ROA is 0.73, which represents the average profitability of the banks. The

standard deviation is 0.35, demonstrating moderate heterogeneity among banks. The minimal




number is 0.01 and the maximum is 1.64, which implies that profitability varies across banks. The
skewness (0.06) shows the data is approximately symmetric, whereas kurtosis (2.63) supports a
normal distribution. The average number of ATMs is 5.22, with a standard deviation of 1.14,
indicating substantial dispersion. The minimum and highest values are 3.35 and 8.5, respectively.
The positive skewness (1.29) reveals that the data is slightly right-skewed, and kurtosis (4.81)
implies a relatively peaked distribution. The average number of agent outlet is The mean value is
5.65, with a considerably higher standard deviation of 1.59, indicating greater variety among
banks. The minimal value is 0, implying some banks have no agent outlets. The skewness (-0.20)
reveals modest left skewness, while kurtosis (3.79) indicates moderate distribution shape.
The average value number of online branch is 5.71, with a standard deviation of 1.26. The
minimum is 3.21 and maximum is 8.2, suggesting diversity in digital adoption. The skewness
(0.34) shows slight right skewness, while kurtosis (2.21) suggests a generally normal distribution.
The mean value of cost to income ratio is 56.12, which represents the average operational expense
level of banks. The standard deviation is 11.29, demonstrating significant variation. The minimum
and maximum values are 41.8 and 87.13, respectively. The positive skewness (1.20) indicates
right-skewed data, and kurtosis (3.89) shows a somewhat peaked distribution. The mean value of
bank size is 13.13, with a standard deviation of 1.10, showing relatively minimal fluctuation. The
minimum and highest values are 11.2 and 21, respectively. The skewness (4.80) reveals severe
right skewness, and kurtosis (35.03) suggests extreme peakedness, implying the presence of
outliers. Overall, the descriptive statistics indicate that the variables have reasonable variation and
are suitable for further study. Most variables indicate modest dispersion, and there is no dramatic
abnormality except mild skewness in few cases. This shows that the dataset is eligible for

regression analysis.

5.2 Correlation Matrix and VIF

Correlation analysis is used to examine the strength and direction of the relationship between
variables. It helps to identify whether independent variables are positively or negatively related to
the dependent variable.

The correlation coefficient ranges from -1 to +1. A value close to +1 indicates a strong positive

relationship, while a value close to -1 indicates a strong negative relationship. A value near zero



suggests no relationship between variables. In addition, correlation analysis helps to detect may

affect the reliability of regression results. Therefore, this analysis is important before conducting

regression.
Variables roa atm noao noob ctir size VIF Factor
roa 1.000
atm 0.4333 1.000 1.33
noao -0.043 0.366 1.000 1.27
noob -0.131 0.405 0.356 1.000 1.90
ctir -0.534 0.100 0.284 0.537 1.000 1.92
size -0.431 0.176 |0.207 |0.554 |0.635 |1.000 |1.88
Main VIF =1.66

Table: 3 Correlation Matrix and VIF

The pairwise correlation matrix indicates that most of the variables have moderate relationships
with each other. The dependent variable (roe) shows a moderate positive correlation with atm
(0.433), while it is negatively correlated with ctir (-0.534) and size (-0.431). This suggests that

increases in ctir and size are associated with decreases in roa.

Among the independent variables, noob has a strong positive relationship with ctir (0.537) and
size (0.554). Additionally, ctir and size exhibit the highest correlation (0.635), indicating a
potential multicollinearity issue in the regression model. However, most other correlations are

below 0.7, suggesting that severe multicollinearity may not be present.

To examine the presence of multicollinearity among the independent variables, the Variance
Inflation Factor (VIF) test was conducted using the estat vif command in Stata. Multicollinearity
arises when two or more explanatory variables in a regression model are highly correlated, which

can distort the estimated coefficients and reduce the reliability of the results.



The VIF values for all independent variables included in the model are presented in the table. The
results show that the VIF values for wctir, wnoob, wsize, watm, and wnoao are 1.92, 1.90, 1.88,

1.33, and 1.27 respectively. Additionally, the mean VIF of the model is calculated as 1.66.

According to standard econometric guidelines, a VIF value greater than 10 is considered indicative
of serious multicollinearity, while values between 5 and 10 suggest moderate multicollinearity. In
contrast, VIF values close to 1 indicate very low correlation among the variables. In this study, all
VIF values are well below the commonly accepted threshold of 5, and even significantly lower
than 10.

This clearly indicates that there is no significant multicollinearity problem among the independent
variables. Moreover, the mean VIF value of 1.66 further strengthens this conclusion, confirming

that the overall model is free from multicollinearity concerns.

Therefore, it can be concluded that the regression model satisfies the assumption of no
multicollinearity, ensuring that the estimated coefficients are stable, reliable, and suitable for

further analysis and interpretation.

5.3 Hausman Test

The Hausman test is an econometric test used in panel data analysis to determine whether the
Fixed Effects (FE) model or the Random Effects (RE) model is more appropriate for the study.
The main purpose of the Hausman test is to check whether there is any correlation between the
individual-specific effects and the independent variables. If such correlation exists, the Fixed

Effects model is more appropriate. Otherwise, the Random Effects model is preferred.

Hausman test Prob >chi2

roa 1.00

Table: 4 Hausman test



As the p-value for roa is 1.000which is excess of 5% levels of significance, therefore the random
effects model is an efficient for the study compared to the fixed effects model. For this reason,
the analysis adopt the Random Effects model. The Hausman test is undertaken to find the
optimum panel data model between Fixed Effects and Random Effects. The test result indicates a
chi-square value of 0.00 with a probability value of 1.0000, indicating that the null hypothesis

cannot be rejected. Therefore, the Random Effects model is selected.

5.4 Random Effect Regression Analysis

The regression study is undertaken to assess the impact of FinTech variables on bank
profitability (ROA) in Bangladesh. The independent variables are ATM (atm), agent outlets
(noao), online branches (noob), cost-to-income ratio (ctir), and bank size (size). This section
shows the results of the random effect regression analysis on the Impact of fintech on Bank
profitability of Bangladesh commercial banks .The regression analysis findings of the model is

shown in Table 5

Variables Coefficient t-value p-value Significant
atm 157 5.77 0 folakal

noao -.019 -0.91 .366

noob -.018 0.59 557

ctir -.013 -3.89 0 *xx

size -.155 -2.50 .015 il
Constant 2.662 3.81 0 il

Mean dependent var 122 SD dependent var 1.240

R-squared 0.58 Number of obs 75

F-test 18.137 Prob>F 0.001




Table 5: Random Effect Regression Analysi

The regression results presented in the table examine the effect of FinTech-related variables on
bank profitability, measured by Return on Assets (ROA). The overall model is statistically
significant, as indicated by the F-statistic (18.137) and its corresponding probability value (Prob >
F =0.001). The R-squared value of 0.58 suggests that approximately 58% of the variation in ROA

is explained by the selected independent variables.

Among the explanatory variables, the number of ATMs demonstrates a positive and highly
significant impact on profitability (f = 0.157, p = 0.000). This finding implies that increased ATM
deployment contributes positively to bank performance. In contrast, agent banking (noao) shows
a negative but statistically insignificant effect (p = 0.366), indicating that it does not have a
meaningful influence on ROA within the study period. Similarly, online banking branches (noob)

exhibit a positive but insignificant relationship with profitability (p = 0.557).

The cost-to-income ratio (ctir) is found to have a negative and statistically significant effect ( = -
0.013, p = 0.000), confirming that higher operational costs reduce bank profitability. Bank size
also shows a negative and significant relationship with ROA ( = -0.155, p = 0.015), suggesting

that larger banks may face efficiency-related challenges.

Overall, the findings indicate that ATM expansion plays a significant role in enhancing
profitability, while effective cost management remains crucial. Other FinTech variables, such as

agent banking and online banking, do not exhibit a significant short-term impact on profitability.

In summary, the results confirm that ATM usage positively influences ROA, whereas higher cost-
to-income ratios and larger bank size negatively affect profitability. However, agent banking and
online banking variables are not statistically significant in explaining variations in bank

performance within this analysis.



5.5 Findings of the Study

Positive Impact of ATM on Profitability

The study reveals that the number of ATMs has a favorable and statistically significant impact
on bank profitability. This suggests that increasing ATM availability improves customer
convenience, decreases operating burden on branches, and enhances transaction efficiency. As a

result, banks are able to produce larger returns on assets.

Insignificant Impact of Agent Banking

The data demonstrate that agent banking outlets do not have a substantial impact on profitability.
Although agent banking helps improve financial inclusion and reach rural customers, its
contribution to profitability is not immediately obvious. This may be due to initial setup

expenditures and operational issues.

Insignificant Role of Online Banking

Online banking is found to have a favorable but statistically negligible link with ROA. This
shows that while digital banking services are developing, their effect on profitability may take
time to emerge. Factors such as client acceptance rate and technology investment may influence

this outcome.

Negative Impact of Cost-to-Income Ratio
The cost-to-income ratio has a strong negative and considerable impact on profitability. This
finding demonstrates that increased operating costs diminish bank efficiency and profitability.

Therefore, cost management is a vital aspect for enhancing financial success.

Negative Effect of Bank Size
The study reveals that bank size has a negative and significant link with profitability. This
suggests that larger banks may encounter inefficiencies, higher administrative costs, and

complexity in administration, which can impair overall performance.



The study demonstrates that ATM has a positive and statistically significant influence on bank
profitability, showing that increasing ATM usage boosts financial performance. In contrast,
agent banking and internet banking do not demonstrate any substantial effect on profitability,
suggesting that their benefits may not be immediate.

The cost-to-income ratio has a negative and significant association with profitability, which
suggests that higher operational costs impair bank efficiency and performance. Additionally,
bank size is revealed to have a negative substantial influence, indicating that larger banks may
encounter inefficiencies.

Overall, the results demonstrate that while certain FinTech components contribute positively,

operational efficiency remains a crucial factor of bank profitability



Chapter: Six

Conclusion and Recommendation



6.1 Conclusion

This study explores the impact of FinTech variables on the profitability of commercial banks in

Bangladesh. The findings reveal that financial technology has a substantial role in influencing bank

performance, while its impact differs across different components. The results reveal that ATM
has a good and significant effect on profitability, showing that traditional digital banking
technologies continue to boost efficiency and customer service. On the other hand, agent banking
and online banking do not have a significant impact on profitability, which may be related to high

initial investment costs and slower adoption rates.

Furthermore, the cost-to-income ratio has a strong negative association with profitability,
underscoring the need of cost efficiency in banking operations. Bank size is also found to

negatively effect profitability, indicating that larger banks may have operational inefficiencies.

Overall, the report indicates that while FinTech adoption is vital for the modernization and long-
term growth of the banking sector, its effectiveness depends on adequate execution and efficient
cost management. Therefore, banks should focus on optimizing their technical investments and

minimizing operational costs to ensure sustainable profitability.

Additionally, the study highlights that customer trust and digital literacy play a crucial role in
determining the success of FinTech initiatives, as users are more likely to adopt services they
understand and feel secure using. It also suggests that regulatory support and a stable policy
framework can significantly enhance the effectiveness of financial technologies by reducing
uncertainty for both banks and customers. Moreover, collaboration between traditional banks and
FinTech firms can foster innovation, allowing institutions to leverage technological expertise

without bearing the full burden of development costs.

The findings further imply that investment in cybersecurity infrastructure is essential to protect
customer data and maintain confidence in digital platforms. Employee training and organizational
adaptability are also important, as the transition to digital systems requires a workforce that is both

skilled and responsive to technological change. In addition, rural and underserved areas may



benefit more from targeted FinTech solutions, particularly through agent banking when properly

implemented.

6.2 Recommendations

Based on the empirical findings of the study on the influence of FinTech on bank profitability in
Bangladesh, the following recommendations are offered to boost the performance and
sustainability of commercial banks:

Increase the ATM network to boost profitability.

» Improve efficiency of agent banking through greater training and supervision.
« Strengthen online banking services for long-term benefits.

» Reduce operational costs by decreasing the cost-to-income ratio.

» Focus on efficiency rather than increasing bank size.

+ Adopt a long-term FinTech investing plan.

« Ensure sufficient regulatory support and policies for digital banking.

Limitations of the Study
The limitation of the study are :

1. The study is based on secondary data, which may contain errors or inconsistencies.

2. Only a limited number of banks in Bangladesh are included, so results may not represent
thewhole sector.

3. The study covers a short time period, which may not reflect long-term trends.

4. Only a few FinTech variables (ATM, agent, online) are used; other important factors are
excluded.

5. Macroeconomic variables (e.g., inflation, GDP) are not considered.

6. Some variables are measured using proxies, which may affect accuracy.

7. The Hausman test result had limitations, affecting model selection reliability.
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