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Impact of Electronic Payment System on the Profitability of
Nepalese Commercial Banks
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Abstract

This study examines the impact of electronic payment system on the profitability of
Nepalese commercial banks. Return on assets (ROA) and return on equity (ROE) are the
selected dependent variables. The selected independent variables are mobile banking, quick
response code payment, automated teller machine, digital wallet, credit cards and point of
sales. The study is based on primary and secondary data of 8 commercial banks with 130
respondents. To achieve the purpose of the study, structured questionnaire is prepared.
Secondary data were collected from Banking and Financial Statistics published by Nepal
Rastra Bank and annual reports of the selected commercial banks. The correlation coefficients
and regression models are estimated to test the significance and importance of electronic
payment system on the profitability of Nepalese commercial banks.

The study showed that mobile banking has a positive relationship with return on
assets and return on equity. It indicates that better the mobile banking services provided by
banks, higher would be the return on assets and return on equity. Similarly, QR payment has
a positive relationship with return on assets and return on equity. It indicates that more the
payment through QR payment services, higher would be the return on assets and return on
equity. Likewise, ATM banking has a positive relationship with return on assets and return on
equity. It indicates that better the ATM services provided by the banks, higher would be the
return on assets and return on equity. Further, digital wallet has a positive relationship with
return on assets and return on equity. It indicates that higher the practices of digital wallet
banking, higher would be the return on assets and return on equity. In addition, credit card
has a positive relationship with return on assets and return on equity. It indicates that higher
the number of payments through credit card, higher would be the return on assets and return
on equity. Moreover, POS banking has a positive relationship with return on assets and return
on equity. It indicates that practice of point of sales banking leads to increase in return on
assets and return on equity.

Keywords: mobile banking, quick response code payment, automated teller machine, digital
wallet, credit cards, point of sales, return on assets, return on equity

1. Introduction

Generally, the term ‘electronic’ in the E-Payment refers to the mode
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of payment which does not involve physical cash or money. In other words,
any forms of cashless method which include amongst, bill payment using the
automated teller machines (ATM), credit and debit cards, payments via the
Internet and so forth. In Malaysia, several forms of E-Payment that are widely
used and they include credit cards, debit cards, smartcards (such as, MEPS
cash, Touch ‘n Go, Maxis Fast Tap), e-wallet and payment via Automated-
Teller machines (ATMs). E-Banking has made banking transactions easier
around the World and it is fast gaining acceptance in Nigeria. Virtually
almost all Banks in Nigeria have electronic Banking. E-Banking’s greatest
promise is timelier, more valuable information accessible to more people, at
reduced cost of information access (DeYoung, 2005).

Brookshire et al. (2016) stated that consumers feel safer when trading
cashless because consumers have greater trust in services that have been
provided by a vendor thereby reducing the fear of the minimal risk. Similarly,
Tazkiyyaturrohmah (2018) argued that existence of electronic money as a tool
for modern financial transactions. E-banking is the use of electronic means
to deliver banking services, mainly through the Internet. The term is also
used to refer to ATMs, telephone banking, use of plastic money, mobile phone
banking and electronic funds transfers. Electronic banking offers different
online services like balance enquiry, request for cheque books, recording
stop payment instructions, balance transfer instructions, account opening
and other form of transitional banking services. Financial institutions
have witnessed colossal dynamism over time. A terrific deal of transformation
has been hugged in the field that has prompted the growth of money-related
items, exercises and ranked structures that have to intensify and expanded
the productivity of the monetary framework. Globally, financial organizations
and financial systems are in the throes of changes caused by escalating
globalization and deregulation. In the financial sectors, financial innovations
such as mobile banking, internet banking, and Automated Teller Machine
(ATM), Point of Sale Purchase (POS), and App store, mobile money, internet
banking, agency banking are taking place at a massive fast place (Tunay et
al., 2015). However, the new existing financial institutions products made to
customers is significant. The technology based applications such as mobile
banking, internet banking, Automated Teller Machine (ATM), Point of Sale
Purchase (POS), and App store provides clients of financial institutions
imperative edge in the conveyance of subsisting products (Tam and Oliveira,
2016).

Agboola et al. (2019) investigated the influence of digitization on the
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performance of commercial banks in Nigeria. The study revealed that there is
a positive relationship between process of digitalization and performance of
commercial banks. Similarly, Nwezeaku and Ugwueze (2016) examined the
association between e-banking and the performance of commercial banks
in Nigeria. The study showed that banks that implemented e-banking
platforms posted good performances in terms of customer reachability.
Likewise, Karimi and Oluoch (2019) analyzed the impact of bank innovations
on the financial expansion of commercial banks in Kenya was explored. The
study found that the most substantial impact on financial growth is caused by
bank product innovation. Further, Mwatsika (2016) examined the impact of
ATM banking performance on customer satisfaction with the bank in Malawi.
The study found that performance of automated teller machine banking has
40 percent predictive capability of customer satisfaction with the bank. The
study also found that despite influencing customer satisfaction with the bank,
automated teller machine banking has no capability to attract customers to
switch banks.

Bagudu et al. (2017) found a positive and substantial influence of mobile
banking on the bank’s profitability of commercial banks. Similarly, Njoroge et
al. (2018) examined the impact of electronic banking on bank’s profitability in
Kenyan commercial banks: Case of Equity bank in its Nairobi Central Business
District branches, Kenya. The study found that increase in internal banking
products have positive impact on bank’s profitability. Likewise, Mageto ef al.
(2017) revealed that perceived factors of cost, accessibility, and security in
mobile payment technology exert a positive influence on the financial well-
being of commercial banks. Further, Karimi and Oluoch (2019) observed
the impact of bank innovations on the financial expansion of commercial
banks in Kenya. The study indicated that product innovation in bank has a
positive impact on bank’s profitability. In addition, Rozhkova and Tozhihonov
(2021) stated that electronic banking channels improve ease of doing banking
transactions and customer satisfaction, on the other hand, it exhibits no
significant association with the performance of the banks. Moreover, Sathye
(2018) examined the impact of e-Banking on the performance and risk
profile of Australian Credit Unions. The results revealed that e-banking
innovations such as ATMs, telephone banking, the use of plastic money and
mobile phone which directly affect the bank’s profitability of organizations.
Similarly, Nwezeaku and Ugwueze (2016) examined the association between
e-banking and the performance of commercial banks in Nigeria. The study
showed that e-banking platforms posted good performances in terms of
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customer reachability.

Kwateng et al. (2019) examined the impact of internet banking on the
performance of banking institutions in Ghana. The findings of the study
indicated that the integration of internet banking into traditional banking
methods has led to superior bank performance in Ghana. Similarly, Obadia
and Kumungunyi (2022) examined the influence of mobile banking on
bank’s profitability of listed Tier one commercial banks in Kenya. The study
found that mobile banking has a positive but an insignificant relationship
with bank’s profitability. The study also found that mobile banking security
levels have negative but significant relationship with the bank’s profitability of
commercial banks. In addition, Bochaberi and Job (2021) assessed the mobile
banking and bank’s profitability of selected commercial banks in Kenya. The
study found that mobile banking influences the bank’s profitability of the four
commercial banks in Kenya. The study also found that mobile banking is
reliable to customers, enables the bank to reach the most unbanked people,
is safe and affordable, it is efficient and increases the number of transactions
in commercial banks. The study also found that mobile banking security
does not have significant impact on bank’s profitability of commercial banks.
Moreover, Biwott et al. (2019) analyzed the impact of mobile banking on
bank’s profitability of small scale and medium enterprises. The study found
that there is a negative relationship between cost of mobile banking services
and banKk’s profitability.

Furthermore, Mageto et al. (2017) examined the impact of mobile
banking on bank’s profitability of commercial banks. The study found that
perceived cost, perceived access and perceived security of mobile payments
technology have significant influence on the bank’s profitability of commercial
banks. Similarly, Batchimeg (2017) investigated the impacts of profitability,
growth, liquidity and capital structure on the bank’s profitability. The study
found that ROA has more determinants than ROE and return on sales (ROS).
Likewise, Tong and Diaz (2017) investigated the important factors affecting
capital structure decisions in Vietnamese commercial banks, and found that
Vietnamese bank’s asset size positively affects leverage, which means that the
larger the asset of the bank, the more debt is incurred. Further, Anarfo (2015)
revealed that ROA is negatively affected by leverage, because most of banks
in the study prefer internal financing to reduce information asymmetry. In
addition, Feng and Guo (2015) showed that the high debt ratio negatively
affects bank’s profitability. Moreover, Diaz and Hindro (2017) analyzed the
profitability of Indonesian publicly-listed real estate companies. The study
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found that the number of days account receivable has a negative impact on
ROA for large and small companies, but it has no impact on medium sized
firms. Likewise, Vatavu (2016) investigated the capital structure and its
impact on the bank’s profitability of Romanian companies. The study found
that the capital structure determinants such as business risk, and tangibility
have negative impact on ROA, and taxation level.

Domeher et al. (2014) examined the adoption of financial innovation
in the Ghanaian banking industry. The study found that the ease of use for
customers, compatibility with customer needs, the provision of information,
and the level of customer education significantly influence the adoption of
e-banking innovations. Similarly, Ozkaya et al. (2015) revealed that practical
users outnumber experiencing users in QR code utilization, and there exists
a positive correlation between QR code usage and ownership of electronic
devices. Likewise, Cheruiyot (2016) examined the impact of internet banking
onbank’s profitability of commercial banks. The study found that internet banks
are larger banks and have better operating efficiency ratios and profitability
as compared to non-internet banks. Further, Mabrouk (2016) found out
that first mover initiative in product innovation improves profitability while
process initiative has a positive impact on profitability and efficiency. Banks
that imitate are less profitable and less efficient than first movers.

In the context of Nepal, Pathak er al. (2022) examined the impact
of internet banking service quality on customer satisfaction in Nepalese
commercial banks. The study showed that speed of delivery, ease of use,
reliability, privacy and security, enjoyment and control have positive impact
on customer satisfaction in Nepalese commercial banks. Similarly, Khatiwada
(2022) analyzed the impact of e-banking service quality on customer
satisfaction in Nepalese commercial banks. The study revealed that internet
security and privacy, website design, responsiveness, system availability and
reliability have positive impact on customer satisfaction. However, the most
important factor influencing customer satisfaction is Nepalese commercial
banks is internet security and privacy followed by responsiveness. Further,
Thapa (2016) revealed that customer satisfaction is positively influenced
by various aspects of ATM services, including convenience, dependability,
usability, and cost-impactiveness. In addition, Shakya (2016) indicated a
strong correlation between customers’ satisfaction with online banking (ROE)
and key financial metrics such as return on assets (ROA).

The above discussion shows that empirical evidences vary greatly across
the studies on the impact of electronic payment system on the profitability of
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commercial banks. Though there are above mentioned empirical evidences
in the context of other countries and in Nepal, no such findings using more
recent data exist in the context of Nepal. Therefore, in order to support one
view or the other, this study has been conducted.

The major objective of the study is to examine the impact of electronic
payment system on the profitability of Nepalese commercial banks. Specifically,
it examines the relationship of mobile banking, QR payment, ATM banking,
digital wallet, credit cards, and POS terminals with bank’s profitability of
Nepalese commercial banks.

The remainder of this study is organized as follows: Section two describes
the sample, data and methodology. Section three presents the empirical results
and the final section draws the conclusion.

2. Methodological aspects

The study is based on primary data where 130 respondents have been
taken and secondary data which were gathered from 8 Nepalese commercial
banks for the study period from 2012/13 to 2022/23, leading to a total of
88 observations. The main source of data includes Banking and Financial
statistics published by Nepal Rastra Bank, and the annual report of respective
banks. The study is based on descriptive as well as causal comparative research
designs. Table 1 shows the list of commercial banks for the study along with
the study period and number of observations.

Table 1

List of commercial banks selected for the study along with the study period and
number of observations

S.N. Name of the banks No. of respondents

1. Prabhu Bank Ltd. 16
2. Himalayan Bank Ltd. 8
3. Nabil Bank Ltd. 22
4. Citizens Bank International Ltd. 17
5. NIC Asia Bank Ltd. 38
6. Sanima Bank Ltd. 8
7. Prime Commercial Bank Ltd. 15
8. Standard Chartered Bank Nepal Ltd. 6

Total number of respondents 130

Thus, the study is based on 130 observations.
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The model

The model used in this study assumes that profitability of commercial
banks depends upon electronic payment systems. The dependent variables
selected for the study are return on assets and return on equity. Similarly, the
selected independent variables are mobile banking, quick response payment,
automated teller machine, digital wallet, credit card, point of sales. Therefore,
the model takes the following form:

ROA =, + p,MB + p,QR + ,ATM + B, DW + 3,CRDC + . POS + ¢,
ROE =B, + B,MB + B,QR + B, ATM + ,DW + B.CRDC + p,POS + ¢,
Where,

ROA= Return on assets is measured as the ratio of net income to total assets,
in percentage.

ROE = Return on equity as measured by the ratio of net income to average
shareholders’ equity, in percentage

MB = Mobile banking

QR = Quick response payment
ATM = Automated teller machine
DW = Digital wallet

CRDC = Credit card

POS = Point of sale

B, is constant and f, , B, , B, , B,» P, and P, are the beta coefficients of the
explanatory variables to be estimated.

The following section describes the independent variables used in this
study along with the hypothesis formulation:

Mobile banking

Kiplangat and Tibbs (2018) examined the financial innovations and
bank’s profitability of commercial banks. The study found a positive and
significant influence of mobile banking on bank’s profitability of commercial
banks. Similarly, Gichungu and Oloko (2015) found that mobile banking,
banking correspondents, and ATMs banking have positive impact on bank’s
profitability measured by return on assets. Likewise, Kisaka ez al. (2015) found
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that mobile banking has a positive impact on bank’s profitability. Further,
Kato et al. (2014) found a positive relationship between mobile banking and
bank’s profitability of commercial banks. In addition, Kathuo et al. (2015)
found that banks that have adopted M-banking services have to a large extent
increased customer outreach, and hence have improved bank’s profitability.
Similarly, Medyawati and Yunanto (2021) found that mobile banking and
internet transactions have positive impact on profitability proxies by return on
assets. Further, Too ef al. (2016) investigated the impact of mobile banking on
bank’s profitability. The study revealed that there is a positive and significant
relationship between mobile banking and bank’s profitability of commercial
banks. Based on it, this study develops the following hypothesis:

H,: There is a positive relationship between mobile banking and bank’s
profitability.

OR payment

Chinwoke and Victor (2021) examined the nexus between financial
innovation and financial intermediation in Nigeria’s banking sector. The study
revealed that digital banking has a positive but an insignificant impact on
performance of commercial banks. Similarly, Dwivedi et al. (2021) analyzed
the future of digital and social media marketing research: Perspectives and
research propositions. The study found that the number of branches could
have a positive impact on operational efficiency by increasing customer
service through QR code. Likewise, Madzimure (2019) assessed the influence
of strategic networks and logistics integration on firm performance among
small and medium enterprises. The study showed that impactive use of QR
code helps to improve the firm performance. Further, Chukwu and Molokwu
(2022) examined the impacts of digital banking on the performance of
commercial banks in Nigeria 2010-2019. The study found that digital banking
has a positive and insignificant impact on the performance of commercial
banks in Nigeria. In addition, Rebecca (2020) found that internet banking
services have a positive and significant impact on banking performance.
Similarly Abror and Trinanda (2019) found that mobile banking is a solution
for practical transaction activities so that it can cause customer satisfaction in
banking transactions leading banks profitability. Likewise, Eren (2022) found
that information quality and system quality related to QR code and mobile
payment have positive impact on bank’s profitability. Further, Ibrahim et al.
(2019) found that perceived usefulness, personal innovativeness, perceived
ease of use, subjective norm, and perceived security emerged as significant
factors influencing the intention to use QR mobile payment. Based on it, this
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study develops the following hypothesis:

H: There is a positive relationship between QR code payment and bank’s
profitability.

ATM banking

Jegede (2014) investigated the impact of ATM banking on banks
profitability of commercial banks. The study revealed that deployment of ATM
terminals have positive impact on bank’s profitability measured by return on
assets and return on equity. Similarly, Saluja and Wadhe (2015) revealed that
there is a positive relationship between ATM banking and bank’s profitability.
Further, Esfehani and Sadeghi (2015) found that there is a positive impact
of ATM on financial efficiency of banks. In addition, Harelimana (2018)
analyzed the impact of mobile banking on bank’s profitability. The study found
that there is a positive relationship between ATM banking and the bank’s
profitability of commercial banks. Moreover, Eze and Egoro (2016) revealed
that there is a positive and significant relationship between ATM banking
and profitability of banks. Similarly, Le e al. (2020) revealed that the increase
in number of automated teller machines (ATMs) terminals improves bank
profitability. Likewise, Mutiso and Senelwa (2017) investigated the impact of
automated teller machines on the return on assets of the listed commercial
banks in Kenya. The study found that there is a positive correlation between
automated teller machines and return on assets. Further, Mary et al. (2019)
found that there is a strong positive relationship between ATM banking and
bank’s profitability. Based on it, this study develops the following hypothesis:

H,: There is a positive relationship between ATM banking and bank’s
profitability.

Digital wallet

Digital wallet or commonly called the electronic wallet is an online
payment method. Mswahili (2022) examined the impact of electronic banking
on commercial banks’ bank’s profitability. The study found that there is a
positive relationship between usage of mobile money and bank’s profitability
of bank. Similarly, Nuryasman and Warningsih (2021) investigated the
determining factors of digital wallet usage. The study found that perceived
usefulness has a positive influence on usage intentions. Similarly, Mbama
and Ezepue (2018) stated that perceived value has a significant influence in
increasing satisfaction and loyalty of m-banking services. Likewise, Alaeddin
et al. (2018) revealed that there is a significant impact of user friendliness
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with using the mobile wallet. In addition, Muhtasim et al. (2022) analyzed
the customer satisfaction with digital wallet services: An analysis of security
factors. The study found that there is a positive and significant relationship
between digital wallet systems and the transaction speed. Based on it, this
study develops the following hypothesis:

H,: There is a positive relationship between digital wallet and bank’s
profitability.

Credit cards

Munyocho (2015) examined the relationship between banking
technologies and bank’s profitability. The study showed that there is a positive
relationship between debit and credit cards on bank’s profitability. Similarly,
Oyemakara (2020) stated that credit card enables bank customers to process
financial transaction at any point in time without having the need to visit the
banking hall. Likewise, Okoro (2014) concluded that credit card is enhancing
profitability and financial positions of banks. Further, Akhisar et al. (2015)
investigated theimpact of electronic-based banking services on the profitability.
The study revealed that ratio of number of branches to number of ATM have
positive and significant impact on banks’ profitability in both developed and
developing countries. In addition, Njoroge ef al. (2018) examined the impact
of electronic banking on bank’s profitability in Kenyan commercial banks.
The study found that there is a positive relationship between internet banking
products and the bank’s profitability of the commercial banks. Moreover,
Trinh et al. (2020) asserted the determinants of consumers’ intention to use
credit card: A perspective of multifaceted perceived risk. The study showed
that the intended use of credit cards is affected by perceived risk, followed by
perceived usefulness, social influence and perceived ease of use in decreased
ranking. Similarly, Yen et al. (2020) examined the factors contributing to
credit card adoption among Malaysian consumers. The study revealed that
alternative form of payment, credit card attributes and attitude towards credit
card have significant impact towards credit card adoption experience. Based
on it, this study develops the following hypothesis:

H.: There is a positive relationship between credit cards and bank’s profitability.
Point of sales terminals

POS banking is the point at which a customer makes a payment to the
merchant in exchange for goods or after provision of a service. Morufu (2016)
examined the impact of POS adoption by banks. The study showed a positive
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and significant impact of POS banking on bank’s profitability of commercial
banks. Similarly, Le and Ngo (2020) found that increase in number of Point
of Sales (POS) terminals improves bank profitability. Likewise, Saleem et al.
(2019) found a significant relationship between POS and bank’s profitability
of Pakistani banks. In addition, Itah and Emmanuel (2014) revealed that POS
banking is positively correlated to bank’s profitability. Likewise, Vekya (2017)
revealed that POS and ATM transaction have positive and significant influence
on bank’s profitability. However, Akhisar and Tunay (2017) examined the
long-term relationship between internet banking and bank performance in
Europe. The study found a negative relationship between POS banking and
bank profitability. Based on it, this study develops the following hypothesis:

H_: There is a positive relationship between point of sales terminals and bank’s
profitability.

3. Results and discussions
Correlation analysis

On analysis of data, correlation analysis has been undertaken first and
for this purpose, Kendall’s Tau correlation coefficients along with means and

standard deviations have been computed, and the results are presented in
Table 2.

Table 2
Kendell’s Tau correlation coefficients matrix

This table presents Kendall’s Tau coefficients between dependent variables and independent
variables. The dependent variables are ROA (Return on assets as measured by the ratio of net
income to total assets, in percentage) and ROE (Return on equity as measured by the ratio
of net income to average shareholders’ equity, in percentage). The independent variables are
MB (Mobile banking), QR (Quick Response payment), ATM (ATM banking), DW (Digital
wallet), CRDC (Credit card) and POS (Point of sales terminals).

Variables | Mean S.D. ROA ROE MB QR ATM DW CRDC | POS
ROA 1.440 | 0.270 1

ROE 13.420 | 2.450 | 0.165 1

MB 3.860 | 0.660 0.097 0.011 1

QR 3.890 | 0.650 0.062 0.023 | 0.428" 1

ATM 3.300 | 0.710 0.072 0.024 | 0.204" | 0.232" 1

DW 3.700 | 0.650 0.023 0.047 | 0.3617 | 0.478" | 0.196" 1

CRDC 3.470 | 0.600 0.058 0.096 | 0.214" | 0.259" | 0.335" 0.169 1

POS 3.600 | 0.640 | 0.169 0.032 | 0.253" | 0.256" | 0.288" 0.290" | 0.404" 1

Notes: The asterisk signs (™) and () indicate that the results are significant at one percent and
five percent levels, respectively.
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Table 2 shows that mobile banking has a positive relationship with
return on assets. It indicates that better the mobile banking services provided
by banks, higher would be the return on assets. Similarly, QR payment has a
positive relationship with return on assets. It indicates that more the payment
through QR payment services, higher would be the return on assets. Likewise,
ATM banking has a positive relationship with return on assets. It indicates that
better the ATM services provided by the banks, higher would be the return on
assets. Further, digital wallet has a positive relationship with return on assets.
It indicates that higher the practices of digital wallet banking, higher would be
the return on assets. In addition, credit card has a positive relationship with
return on assets. It indicates that higher the number of payments through
credit card, higher would be the return on assets. Moreover, POS banking has
a positive relationship with return on assets. It indicates that practice of point
of sales banking leads to increase in return on assets.

Similarly, mobile banking has a positive relationship with return on
equity. It indicates that better the mobile banking services provided by banks,
higher would be the return on equity. Similarly, QR payment has a positive
relationship with return on equity. It indicates that more the payment through
QR payment services, higher would be the return on equity. Likewise, ATM
banking has a positive relationship with return on equity. It indicates that
better the ATM services provided by the banks, higher would be the return on
equity. Further, digital wallet has a positive relationship with return on equity.
It indicates that higher the practices of digital wallet banking, higher would be
the return on equity. In addition, credit card has a positive relationship with
return on equity. It indicates that higher the number of payments through
credit card, higher would be the return on equity. Moreover, POS banking has
a positive relationship with return on equity. It indicates that practice of point
of sales banking leads to increase in return on equity.

Regression analysis

Having indicated the Kendall's Tau correlation coefficients, the
regression analysis has been carried out and the results are presented in Table
3. More specifically, it shows the regression results of mobile banking, QR
payment, ATM banking, digital wallet, credit cards, and point of sales on
return on assets.

Table 3

Estimated regression results of mobile banking, QR payment, ATM banking,
digital wallet, credit cards, and point of sales on return on assets
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The results are based on 130 observations using linear regression model. The model is ROA =
B, + B,MB + B,QR + B, ATM + ,DW + B,CRDC + B, POS + &, where the dependent variable is
ROA (Return on assets as measured by the ratio of net income to total assets, in percentage).
The independent variables are MB (Mobile banking), QR (Quick Response payment), ATM
(ATM banking), DW (Digital wallet), CRDC (Credit card) and POS (Point of sales terminals).

Model | Intercept Regression coefficients of Adj. , | SEE |F-value
MB QR | ATM | DW | CRDC | POS |R bar

. 101_21295)** (822) 0.006 | 0273 | 0.183
2 | osary 073) 0.003 | 0.273 | 0.605
3 (131,'{39151)** (gﬁgéf) 0004 | 0273 | 0.424
4 (101.51222)** (81?22) 0.008 | 0.273 | 0.015
5| oosay o300 0.008 | 0.273 | 0.024
6 (111,.25(;1;1)** (8(7)2;) 0.003 0.273 0.616
4 (9417'%** (gﬁ(l)gi) (8122?) 0.011 | 0274 | 0311
8| s | (020%) | (055 (8:;);3) 0.018 | 0275 | 0251
o (93?9%** (81(1)32) (8Z(9)g&2;) <312$§) (82823) 0.018 | 0.275 | 0.423
10 (s.lz'éigg** (g:(l)gi) (8283213) (822?2) (8Igz51421> (812%) 0.023 | 0275 | 0.42
1| gasov | @os | qoss | @eom | (aze | qosn | oty | 0021 | 0275 | 0553

Notes:

i.  Figures in parenthesis are t-values.
ii.  The asterisk signs (") and (") indicate that the results are significant at one percent
and five percent level respectively.
iii.  Return on assets is the dependent variable.

Table 3 shows that the beta coefficients for mobile banking are positive
with return on assets. It indicates that mobile banking has a positive impact
on return on assets. This finding is consistent with the findings of Kiplangat
and Tibbs (2018). Similarly, the beta coefficients for QR payments are positive
with return on assets. It indicates that QR payments has a positive impact
on return on assets. This finding is consistent with the findings of Dwivedi
et al. (2021). Likewise, the beta coefficients for ATM banking are positive
with return on assets. It indicates that ATM banking has a positive impact on
return on assets. This finding is consistent with the findings of Jegede (2014).
Further, the beta coefficients for digital wallet are positive with return on
assets. It indicates that digital wallet has a positive impact on return on assets.
This finding is consistent with the findings of Mswahili (2022). In addition,
the beta coefficients for credit cards are positive with return on assets. It
indicates that credit cards have positive impact on return on assets. This
finding is consistent with the findings of Oyemakara (2020). Moreover, the



NEPALESE JOURNAL OF FINANCE VOLUME 11, NUMBER 4, OCTOBER 2024| 97

beta coefficients for point of sales banking are positive with return on assets. It
indicates that point of sales banking has a positive impact on return on assets.
This finding is consistent with the findings of Morufu (2016).

Table 4 shows the estimated regression results of mobile banking, QR
payment, ATM banking, digital wallet, credit cards, and point of sales on
return on equity.

Table 4

Estimated regression results of mobile banking, QR payment, ATM banking,
digital wallet, credit cards, and point of sales on return on equity

The results are based on 130 observations using linear regression model. The model is ROE =
B, + B,MB + B,QR + B, ATM + B, DW + B,CRDC + B POS + ¢, where the dependent variable is
ROE (Return on equity as measured by the ratio of net income to average shareholders’ equity,
in percentage). The independent variables are MB (Mobile banking), QR (Quick Response
payment), ATM (ATM banking), DW (Digital wallet), CRDC (Credit card) and POS (Point
of sales terminals).

Model | Intercept Regression coefficients of Adi. , | SEE |F-value
MB QR ATM DW CRDC POS | R_bar

. (1%).33%** (g:ggé) 0.008 | 2.457 | 0.001
N (12).31.%;;?“ (8:?‘312) 0.008 | 2.457 | 0.019
3 (1;3%;2)3” (8:(1)231) 0.008 | 2.457 | 0.027
i | 91.3.()3:)4& . (8%3;) 0.002 | 2449 | 0.788
5 |, 91.2.9346)1* . (8:222) 0.002 | 2450 | 0713
P (111.32.3(;4)1“ (g:éz‘;) 0.007 | 2.455 | 0.155
7 ( 91293;1)2 . (gﬁ)% (8:(1]%) 0.015 | 2.466 | 0.025
8 (91.?)323)1** (3:(1)23) (82%2?) (8:(2)2) 0023 | 2475 | 0053
9 | ozane | @3 | @2 | 09 | (25 0018 | 2470 | 0417
10 (71%520)5* (giég}t) (8}2152) (gﬁégé) ((1):2(1)2) (81333) 0019 | 2470 | 0525
1| gaime | 0o | s | ©eom | G | (a) | (loagy | 0014 | 2465 | 0699

Notes:

i.  Figures in parenthesis are t-values.
ii.  The asterisk signs (") and (") indicate that the results are significant at one percent
and five percent level respectively.
iii. ~ Return on equity is the dependent variable.

Table 4 shows that the beta coefficients for mobile banking are positive
with return on equity. It indicates that mobile banking has a positive impact
on return on equity. This finding is consistent with the findings of Gichungu
and Oloko (2015). Similarly, the beta coefficients for QR payments are positive
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with return on equity. It indicates that QR payments has a positive impact on
return on equity. This finding is consistent with the findings of Abror and
Trinanda (2019). Likewise, the beta coefficients for ATM banking are positive
with return on equity. It indicates that ATM banking has a positive impact on
return on equity. This finding is consistent with the findings of Mutiso ef al.
(2017). Further, the beta coefficients for digital wallet are positive with return
on equity. It indicates that digital wallet has a positive impact on return on
equity. This finding is consistent with the findings of Muhtasim et al. (2022).
In addition, the beta coefficients for credit cards are positive with return on
equity. It indicates that credit cards have positive impact on return on equity.
This finding is consistent with the findings of Akhisar et al. (2015). Moreover,
the beta coefficients for point of sales banking are positive with return on
equity. It indicates that point of sales banking has a positive impact on return
on equity. This finding is consistent with the findings of Vekya (2017).

4. Summary and conclusion

Generally, the term ‘electronic’ in the E-Payment refers to the mode
of payment which does not involve physical cash or money. In other words,
any forms of cashless method which include amongst, bill payment using the
automated teller machines (ATM), credit and debit cards, payments via the
Internet and so forth. In Malaysia, several forms of E-Payment that are widely
used and they include credit cards, debit cards, smartcards (such as, MEPS
cash, Touch ‘n Go, Maxis Fast Tap), e-wallet and payment via Automated-
Teller machines (ATMs). E-Banking has made banking transactions easier
around the World and it is fast gaining acceptance in Nigeria. Virtually
almost all Banks in Nigeria have electronic banking. E-Banking’s greatest
promise is timelier, more valuable information accessible to more people, at
reduced cost of information access.

The study attempts to examine the impact of electronic payment system
on the profitability of Nepalese commercial banks. The study is based on
secondary data of 8 commercial banks of Nepal and primary data also be used
as 130 respondents from different banks.

The major conclusion of this study is that mobile banking, QR payment,
ATM banking, digital wallet, credit cards, and point of sales have positive
relationship with return on assets and return on equity. It indicates that higher
the use of mobile banking, QR payment, ATM banking, digital wallet, credit
cards, and point of sales, higher would be the return on assets and return on
equity. Likewise, the study also concluded that point of sales banking followed
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by QR payment is the most influencing factor that explains the changes in
the return on asset of Nepalese commercial banks. Similarly, the study also
concluded that credit cards followed by digital wallet is the most influencing
factor that explains the changes in return on equity in the context of Nepalese
commercial banks.
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