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ABSTRACT

The development of information and communication 
technology (ICT) in the banking sector leads to the pro-
liferation of digital payments. Using Indonesia’s sub-na-
tional (provincial) banking data, we examine how bank 
loans and savings respond to digital payments. Our re-
sults show that digital payments increase transaction 
efficiency, boost consumption, and ultimately contrib-
ute positively to regional output. Digital payments also 
provide depositors with various investment options 
that can be accessed from mobile banking apps, thus 
increasing these investments while decreasing bank 
savings. These findings provide insights into the pos-
itive effects of digital payments on regional financial 
intermediation and development.
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𝑁𝑁𝑁𝑁𝑁𝑁 = −1.79̂ ∙ 𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑 − 0.02̂ ∙ log 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 − 0.22̂ ∙ 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑 + 0.26̂ ∙ 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙 +
0.01̂ ∙ 𝑁𝑁𝑁𝑁𝑁𝑁 + 0.05̂ ∙ 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠
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