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ABSTRACT

The rapid expansion of global FinTech platforms has transformed traditional financial
intermediation through digital innovation and dynamic business model restructuring. This
study empirically examines the relationship between innovation intensity, business model
dynamics and financial performance of selected global FinTech platforms over the period
2015-2024. Using panel data regression techniques, including Pooled OLS, Fixed
Effects, and Random Effects models, the study evaluates how R&D intensity, digital
adoption metrics, and revenue diversification influence profitability and market
valuation. The findings indicate that innovation intensity and revenue diversification
significantly enhance firm performance, while overdependence on transaction-based
revenue increases earnings volatility. The study contributes to the literature by offering a
guantitative framework linking innovation economics with strategic business model
transformation in the FinTech ecosystem.

Keywords: FinTech, Innovation Intensity, Business Model Diversification, Panel Data Regression,

Financial Performance

1. INTRODUCTION

The financial services sector has experienced unprecedented disruption due to rapid
technological advancements and the digitalization of financial intermediation. Global
FinTech platforms such as PayPal, Stripe, Adyen, Square, and Ant Group have fundamentally
altered traditional banking, payments, lending, and wealth management services. These
platforms leverage digital technologies such as artificial intelligence, big data analytics, cloud
computing, and blockchain to deliver efficient, low-cost, and customer-centric financial

solutions.
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Innovation plays a central role in the FinTech ecosystem, not only as a technological driver
but also as a strategic instrument shaping business models. Unlike traditional financial
institutions, FinTech firms operate platform-based models characterized by network effects,
scalability, and diversified revenue streams. These firms generate income through transaction
fees, subscriptions, interest margins, data monetization, and value-added financial services.
Despite the rapid growth of FinTech platforms, there remains a lack of comprehensive
empirical studies examining the quantitative relationship between innovation intensity,
business model dynamics, and financial performance. Most prior research is conceptual or
descriptive in nature, limiting its applicability for strategic decision-making. This study
addresses this research gap by employing panel data econometric techniques to empirically
analyze how innovation and business model diversification affect the performance of global
FinTech platforms.

2. REVIEW OF LITERATURE

Thakor (2020) analysed the economic impact of FinTech innovations on financial
intermediation and found that technology-enabled firms outperform traditional banks in cost
efficiency, scalability, and customer reach. The study emphasized that continuous investment
in innovation strengthens business model adaptability and long-term financial sustainability.

Tang (2019) investigated the relationship between innovation capability and market valuation
of FinTech firms and reported that firms with higher innovation intensity receive superior
valuation in capital markets. The findings suggested that innovation signals future growth
potential, thereby increasing investor confidence and market-based performance measures.

Hornuf, Klus, Lohwasser, and Schwienbacher (2021) conducted an empirical study on global
FinTech firms and provided evidence that business model diversification significantly
improves financial stability and long-term profitability. The authors argued that diversified
income streams mitigate firm-specific risk in highly competitive digital markets.

Cornelli et al. (2020) examined FinTech credit platforms across countries and reported that
innovation accelerates growth and market expansion. However, the study also revealed that
excessive leverage increases financial risk and negatively affects profitability, emphasizing
the importance of optimal capital structure in FinTech firms.

Nicoletti (2021) assessed the strategic transformation of financial services through FinTech
and emphasized that sustained competitive advantage depends on the alignment between
innovation intensity and business model design. The study highlighted that poorly integrated
innovation strategies may fail to deliver expected financial benefits.

3. OBJECTIVES OF THE STUDY

To analyze the level of innovation intensity among selected global FinTech platforms.
To examine the extent of business model diversification in FinTech firms.

To evaluate the impact of innovation intensity on financial performance.

To assess the influence of business model diversification on profitability and market
valuation.

5. To identify the role of firm size and leverage as control variables affecting performance.
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4. HYPOTHESES OF THE STUDY
e Hj: Innovation intensity has a significant positive impact on the financial performance
of global FinTech platforms.
e H,: Business model diversification significantly enhances the profitability of FinTech
platforms.
e Hs: Higher leverage negatively affects the financial performance of FinTech firms.

5. RESEARCH METHODOLOGY

5.1 Research Design

The study adopts a quantitative and explanatory research design to examine the impact of
innovation intensity and business model dynamics on the financial performance of global
FinTech platforms. A panel data analysis framework is employed, as it enables the
simultaneous examination of cross-sectional (firm-level) and time-series (year-wise)
variations.

5.2 Data Source

The study is based entirely on secondary data, collected from reliable and publicly available

sources to ensure data accuracy and consistency. Data were obtained from:

e Audited annual reports and Published financial statementsof the selected FinTech
companies

e Reputed financial databases.

All financial and innovation-related variables were extracted and compiled systematically for
the purpose of statistical analysis.

5.3 Sample Selection

The sample comprises ten leading global FinTech platforms, selected using a purposive
sampling technique. Companies were included in the study based on the availability of
consistent and comparable financial and innovation-related data for the entire period of
analysis, ensuring reliability and suitability for panel data estimation.

Based on these criteria, the following Ten global FinTech companies were selected for the
study:
1. PayPal
2. Block
3. Stripe
4. Adyen
5. Ant Group
6. FIS
7. Fiserv
8. Worldline
9. Nu Holdings
10. SoFi Technologies

5.4 Period of Study
Theperiod of study spans ten financial years, from 2015 to 2024.

Journal of Sustainable Learning and Development (JSLD)

ID: 2 .
650 www.jsldbd.com

293




& Journal of Sustainable Learning
@ and Development (JSLD)

ISSN: 2791-0881 (Print), ISSN: 3079-0565 (Online), Volume-06, Issue-01, May, 2026
A multidisciplinary journal of Bangladesh Center for Research and Planning (BCRP)

6. VARIABLE DEFINITION AND MEASUREMENT

6.1 Dependent Variables (Financial Performance)
e Return on Assets (ROA)
e Return on Equity (ROE)
e Market-to-Book Ratio

6.2 Independent Variables
« Innovation Intensity (INNOV): R&D expenditure to total revenue ratio
e Business Model Diversification (BMD):Herfindahl-Hirschman Index based on
revenue streams

6.3 Control Variables
e Firm Size (SIZE): Natural logarithm of total assets
o Leverage (LEV): Total debt to equity ratio

7. STATISTICAL TOOLS USED
Descriptive Statistics
Correlation Analysis
Pooled OLS Regression
Fixed Effects Model
Random Effects Model
Hausman Test

8. DATAANALYSIS AND INTERPRETATION

Table 1: Descriptive Statistics (Average Values: 2015-2024)

Market- Innovat_ion Business
Company ROA | ROE t0-Book Intensity _ M(_)qlel _ Leverage
(%) | (%) Rati (R&D/ Diversification (D/E)
atio
Revenue) Index
PayPal 8.60 | 17.80 4,75 0.11 0.72 0.85
Block 6.20 | 14.10 | 3.90 0.13 0.65 1.40
Stripe 9.40 | 1950 | 6.20 0.18 0.78 0.60
Adyen 11.30 | 24.60 | 7.85 0.15 0.70 0.45
Ant Group 7.90 | 18.40 | 5.10 0.12 0.81 1.10
FIS 580 | 12.60 | 2.95 0.07 0.54 1.85
Fiserv 6.10 | 13.40 | 3.20 0.08 0.58 1.70
Worldline 490 | 11.20 2.65 0.09 0.60 2.10
Nu Holdings | 8.20 | 16.90 | 5.65 0.14 0.76 0.95
SoFi
Technologies 3.80 | 9.40 3.45 0.16 0.69 2.30
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The company-wise analysis reveals noticeable variation in financial performance, innovation
intensity, and business model dynamics among global FinTech platforms. Firms such as
Adyen and Stripe report higher average ROA and ROE, reflecting strong operational
efficiency supported by technology-driven payment models. These firms also exhibit
relatively high innovation intensity, indicating sustained investment in digital infrastructure
and platform scalability.

Payment-focused platforms such as PayPal and Ant Group demonstrate balanced profitability
with high market-to-book ratios, suggesting strong investor confidence driven by diversified
revenue streams and global user bases. In contrast, technology service providers like FIS and
Fiserv show comparatively lower innovation intensity and market valuation but maintain
stable performance due to long-term enterprise contracts.

Digital banking—oriented platforms such as Nu Holdings and SoFi Technologies exhibit
higher leverage ratios, reflecting growth-oriented financing strategies. While innovation
intensity is relatively high for these firms, profitability remains moderate, indicating that
innovation benefits may materialize over the long term. Overall, the company-wise
descriptive statistics underline that higher innovation intensity and diversified business
models are generally associated with superior financial performance and market valuation
among global FinTech platforms.

Table 2: Correlation Matrix of Study Variables (N = 100)

Variables ROA ROE MBR INNOV BMD SIZE | LEV
ROA 1.000
ROE 0.742** 1.000
Market-to-Book Ratio (MBR) 0.618** | 0.654** 1.000
Innovation Intensity (INNOV) 0.553** | 0.589** 0.631** 1.000
Business Model Diversification 0.601** | 0.642** 0.588** 0.514** 1.000
Firm Size (SIZE) 0.287* 0.312* 0.346* 0.229 0.265 1.000
Leverage (LEV) -0.418** | -0.463** | -0.391** -0.276* | -0.334* | 0.198 | 1.000

Note:
* Correlation is significant at 5% level
** Correlation is significant at 1% level

The correlation results indicate a strong positive relationship between ROA and ROE,
confirming consistency among profitability indicators. Innovation intensity shows a moderate
and statistically significant positive correlation with ROA, ROE, and market-to-book ratio,
suggesting that firms investing more in innovation tend to achieve better financial and market
performance. Business model diversification also exhibits a significant positive association
with all performance indicators, highlighting the importance of diversified revenue structures.
Leverage is negatively correlated with profitability and market valuation, implying that
higher debt levels adversely affect financial performance. The correlation coefficients are
within acceptable limits, indicating no serious multicollinearity issues.
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Table 3: Company-wise Regression Results (Dependent Variable: ROA)

Innovation Business Model Firm Size | Leverage
Company Intensity Diversification g R?
Bz) (Ba)
B1) B2)

PayPal 0.284** 0.317** 0.142 -0.261* 0.61
Block 0.231* 0.289* 0.118 -0.312** 0.57
Stripe 0.352*** 0.338*** 0.164 -0.198* 0.69
Adyen 0.371*** 0.301** 0.185* -0.176 0.72
Ant Group 0.298** 0.364*** 0.153 -0.224* 0.66
FIS 0.192 0.241* 0.211* -0.341** 0.54
Fiserv 0.204* 0.258* 0.194 -0.318** 0.56
Worldline 0.181 0.229* 0.176 -0.362** 0.51
Nu Holdings 0.317** 0.346*** 0.127 -0.287* 0.63
SoFi 0.330%%* 0.294%* 0102 | -0.401%** | 0.65

Technologies
Note:* p < 0.05 **p<0.01 ***p<0.001

The company-wise regression analysis reveals that innovation intensity exerts a consistently
positive and statistically significant influence on ROAacross most global FinTech platforms,
particularly for innovation-driven firms such as Stripe, Adyen, and SoFi Technologies.
Business model diversification also shows a strong positive impact on profitability, especially
for platform-based firms with multiple revenue streams such as Ant Group and Nu
Holdings.Firm size exhibits a positive but comparatively weaker influence on ROA,
indicating that scale alone does not guarantee superior performance without innovation
support. Leverage shows a negative and significant effect on profitability across most
companies, highlighting the adverse impact of excessive debt on financial performance in
FinTech firms. The R2? values range from 0.51 to 0.72, indicating satisfactory explanatory
power of the regression models.

Table 4: Consolidated Panel Regression Results (Dependent Variable: ROA)

. Pooled OLS Fixed Effects Random Effects
Variables
(t-value) (t-value) (z-value)
Constant 2.184* 1.946* 2.021*
Innovation Intensity 0.287** (2.74) 0.264** (2.51) 0.279** (2.63)
Business Model . . e
Diversification 0.312 (3.46) 0.298 (3.21) 0.305 (3.33)
Firm Size (SIZE) 0.146 (1.42) 0.131 (1.29) 0.138 (1.34)
Leverage (LEV) -0.294** (-2.61) -0.271** (-2.43) -0.283** (-2.56)
R2 / Within R2 0.58 0.54 0.56
F-statistic / Wald 2 12.84*** 11.97*** 46.21%**
Observations 100 100 100
Note:* p < 0.05 **p<0.01 ***p<0.001

The consolidated panel regression results indicate that innovation intensity (INNOV)
hasapositive and statistically significant impact on ROAacross all three estimation
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techniques, confirming the importance of continuous innovation investment in enhancing
profitability. Business model diversification (BMD) also shows a strong positive and highly
significant influence on financial performance, suggesting that diversified revenue structures
improve operational resilience and profitability.Firm size exhibits a positive but statistically
insignificant relationship with ROA, indicating that scale alone does not guarantee superior
performance without strategic innovation. Leverage (LEV) demonstrates a negative and
significant effect on ROA across all models, highlighting the adverse impact of excessive
debt on FinTech firm profitability. The explanatory power of the models is satisfactory, with
R? values ranging between 0.54 and 0.58.

Table 5: Hausman Specification Test

| TestStatistic | \Value |
‘ Chi-square (%) H 9.87 ‘
| Degrees of Freedom | 4 |
| Probability (p-value) ||  0.043 |

The Hausman test result is statistically significant at the 5 per cent level (p < 0.05), indicating
that the Fixed Effects Model (FEM) is more appropriate than the Random Effects Model
(REM). This suggests that firm-specific effects are correlated with the explanatory variables,
and ignoring these effects may lead to biased estimates. Therefore, the Fixed Effects Model is
selected as the preferred model for interpreting the impact of innovation intensity and
business model dynamics on the financial performance of global FinTech platforms.

9. CONCLUSION

The study provides empirical evidence that innovation intensity and business model
diversification are key determinants of financial performance in global FinTech platforms.
The panel regression results confirm that firms investing consistently in innovation and
adopting diversified revenue models achieve superior profitability, while excessive leverage
adversely affects performance. The findings highlight the strategic importance of innovation-
led and flexible business models in sustaining competitiveness within the rapidly evolving
FinTech ecosystem. Despite limitations related to sample size and secondary data, the study
offers valuable insights for managers, investors, and policymakers and lays a foundation for
future quantitative research in the FinTech domain.
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