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Abstract
This study is the first to examine the impact of fintech companies
operating in Egypt, an emerging market, on the financial stability
of banks. It used a sample of 23 banks over the period 2015-2024,
with systematic risk as a mediating variable. The study results
demonstrated that the development of fintech companies has a
positive and significant impact on enhancing the financial stability
of Egyptian banks over time. This impact persists even when taking
into account the type of bank—Islamic or conventional—and is
evident through the fact that fintech enhances the financial stability
of banks operating in Egypt through artificial intelligence, cloud
computing, and data technologies. In light of these findings,
Egyptian banking financial institutions should embrace the
widespread localization and application of fintech and lead efforts
in developing and establishing an integrated fintech ecosystem.
The study also demonstrated that systematic risk is a mediating
factor when exploring the impact of the relationship between
fintech and financial stability. It works to reduce/weaken the
impact of the development of financial technology on the financial
stability of banks.
Keywords: Fintech, Financial Stability, Emerging Markets and
Systematic Risk.
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Standard .
Mean L. Min Max

Deviation
Z- Score (1) 1.78 0.42 -0.31 2.652
FinTech (2) 11.101 7.255 0 21.001
Bank Size (3) 3.445 0.758 0.446 7.416
Bank Age (4) 23.192 18.462 15.00 78.00
NPL Ratio (5) 4.031 9.913 0.00 28.192
Capitalization (6) 14.857 0.123 -2.275 82.05
Assset Growth (7) 13.645 22.203 -84.795 113.112
Income Diversity (8) 15.435 12.794 -24.631 49.977
Return on assets (9) 0.3173 1.405 -8.101 14.356
GDB growth rate (10) 3.256 2.31 -5.78 9.827

Bl colalas ddgiaa 6.2
LY C el dighne 1E Jgia

Explaintory Factors 1 2 3 4 5 6 7 8 9 10
Z- Score (1) 1.00

FinTech (2) 0.16* 1.00

Bank Size (3) 0.07 -0.07* 1.00

Bank Age (4) :0.03 "0.09 0.27* 1.00

NPL Ratio (5) -0.07 -0.15 ~-0.07 "0.07 1.00
Capitalization (6) 0.06 0.17*-0.41*"-0.02 "0.08 1.00
Assset Growth (7)  -0.08 "-0.18 -0.04 "-0.04 "0.07 "0.09 1.00

Income Diversity (8)  0.18* 0.15* "0.01 " 0.07 -0.06*-0.12*-0.15 1.00
Returnonassets (9)  0.23* ' 0.13 "0.19 " 0.05 -0.04 -0.10*0.16* 0.02 1.00

GDB growth rate (10) 0.05 " 0.05 0.31* 0.32* -0.03 ~0.09 0.02*™-0.07 0.08* 1.00

* Level of significance at 5%

LaslsiSall g ansall b1 el ally Bl cDlalaa ddghenn (£) pd) Jsis ayed
& et L Laglyi€all s sk b adag 55 bae ¢ ean Il i)y Ll
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ANy 5 Guls) Wbyl JU) Guys Jall g45 selsd «Controllable Variables dSlall
bVl od il 5 dgul) Jle iy Alls (3 cann OIS (SDy L) Dl dilias)
Tisai b lpaiall 038 Javia 8y i (M (GAY) Jauall ey ) DY) G dagal
Y i) clysidl Gn daagyl alala ¥l e G o1 SAL jaaally by Galdll lassy)
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Panel (A) Panel (B)
Variables Financial Stability Lag effect of Financial Stability
Coefficient |Std. Eror t p | Coefficient | Std. Eror t p

FinTech 0.0073** 1.42 041 | -1.19 [ 0.0123** 2.45 ]0.0135*%| 2.03
Bank Size 0.0680* 1.04 0.0612 | -1.08 | 0.0741** 1.03 0.071**%| 3.01
Bank Age -0.002 -0.04 0.005 | 0.16 0.000 0.0003 | 0.0002 | 0.017
NPL Ratio 0.006 1.02 |-0.0001( -0.04 0.000 0.0003 | 0.000 | 0.000
Capitalization 0.0061** 1.45 |0.042**| 3.92 0.0042 2.13  |0.0051*% 2.03
Assset Growth -0.0006 -0.43 | -0.005 | -0.42 -0.008 -0.42 | -0.002 | -0.69
Income Diversity 0.0025 2.13 | 0.0032 | 1.45 0.0026 1.03 0.0024 | 2.01
Return on assets 0.1120** 4.95 0.1031 | 3.26 0.1342** 3.94 |0.145*%*% 4.02
GDB growth rate 0.103 1.02 0.112 | 1.01 0.0045 0.54 0.0031 | 0.001
Constant 1.2301*** -32.34| 0.6117** -1.48
R’ 0.158 0.246
Skewness and Kurtosis (Jarque—

K 0.1392 0.1508
Bera) test for normality
F 4,35%** 5.342

**% **and * indicate statistical significance at 1%, 5% and 10% level respectively.

DY) e ae b dlalad) L) LinglgiSall Sy a3 Al (0) o8y sts s
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OSly S by o Gl LaslsiSll 5l A Ay DA (e Gejd Slas Laad Lusal
Islamic or Conventional (salis (g)las eliy ol D) iy IS 1) Lo clid) g3 e ol
Lol dell Il haa) e dlld) basleiSall cl$Ha ik w8l T Jeaall (e
S o) e 5 Galag Gulas) 5k el Lisgli€ll S of ilall gl dpalils
i 0 5ol AT DY) dsill o ) uds 138 Lol @lsills £5)lie by @il
L) Lo lgiSill clS)yd e A3l Audlid) Bl A5 lerd 8 ALl Laglgiall s
lainall (GAY) Jalsall o Joua) Sileg alle (ubys i) paa of ) Liad iy 555 o U,
csill L) N sl

Gl g3 i) 151 W haay! Ao LW Laggsall 500 Jgan

Panel (A) - Islamic Banks Panel (B) - Conventional Banks

Variables Financial Stability Lag effect of Financial Stability
Coefficient |Std. Eror t p |Coefficient | Std. Eror t p

FinTech 0.0083** 1.29 0.68 -2.9 0.0145* 3.15 [0.0110*%| 2.03
Bank Size 0.0798* 1.12 0.0717 | -2.18 0.0801* 2.13 0.073**( 3.01
Bank Age -0.014 -0.041 0.004 | 0.26 0.002 0.0012 | 0.0012 | 0.017
NPL Ratio 0.008 1.01 |-0.0021| -0.14 0.004 0.0014 | 0.050 | 0.000
Capitalization 0.0261** 2.4 0.062**| 3.29 0.0011 1.94 |0.0031*% 2.03
Assset Growth 0.0826 -0.32 -0.025 | -0.5 -0.003 -0.65 -0.004 | -0.69
Income Diversity 0.0045 2.09 0.0045 | 1.65 0.0015 1.45 0.0044| 2.01
Return on assets 0.1330** 3.42 0.1432 | 4.15 0.1044** 4.15 |0.105**% 4.02
GDB growth rate 0.103 1.02 0.162 2.02 0.0065 0.64 0.0431| 0.001
Constant 0.8147*** 5.08 0.3108* -1.3
R 0.425 0.074
F 8.43%** 4.31

**% ** and * indicate statistical significance at 1%, 5% and 10% level respectively.
Ll il S8 b il cpelal ¢ (GMM) Salinall alall uiiall 393 aladials sl
Gl by bl Laglyi€ill clSyd oly ¢ Jlall b e Glad) 55 Jn Y )
ey Gulad Wl lag i il
Dynamic Panel GMM Results :V Jgaa
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Financial Stability

Variable
Z-Score 0.3591 1.65
FinTech 0.0124** " 3.10
Bank Size 0.2345%* 2.78
Bank Age 0.006 0.421
NPL Ratio ¥ 00045 " -0.31
Capitalization 0.0078** " 3.26
Assset Growth ¥ 00071 " -0.312
Income Diversity ¥ 00078 " -03a
Return on assets r -0.0371 v -0.27
GDB growth rate ¥ 00042 7 -031
Constant ¥ 02723 7 -0.43
F- Statistics 8.17***
Hansen J statistics (P-value) ¥ 0671
AR(1) -3.012**
AR(2) ¥ 178

Observations
**x ** and * indicate statistical significance at 1%, 5%

and 10% level respectively.
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ksk = {[k(t) — k(t=1)]/ k(t-1)}x100% (2)
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VT(k) = {VT(ue)/VT(total)}x100% (3)
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Panel Data Regression Model Selection

Testing Indicator P-Value Selected Model
Chow-Text Cross Section Chi-Square 0.0000 Fixed Effect
Hausman Test Cross Section - Random 0.0454 Fixed Effect

Depednent Varaible y
Summary of Panel Data Regression

Variable Coefficient t statistics p-value
C 647215.3 12.7623 0

X 143520.9 0.543901 0.0313

XM -140034.1 -0.4632 0.0271

«Panel Data (v g e il aladie o5 28 sy puiieS dabiiiall lalaall 5 Julal
Hausman Test and Lagrange Multiplier (LM) Laa); <Chow Test jLis) alasia),
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