
Report on Master Thesis 

Institute of Economic Studies, Faculty of Social Sciences, Charles University  

 

Student: Bc. Yilin Lu 

Advisor: prof. Ing. Oldřich Dědek, CSc. 

Title of the thesis: 
The Impact of Third-Party Payment on The 
Profitability of Commercial Banks 

 
OVERALL ASSESSMENT (provided in English, Czech, or Slovak): 

 
Please provide a short summary of the thesis, your assessment of each of the four key 
categories, and an overall evaluation and suggested questions for the discussion. The 
minimum length of the report is 300 words. 
 
Short summary 
 
This is an updated version of the assessment based on a modified thesis that was resubmitted by the 
author in July 2021. Significant sections of the text appear to have been changed and indeed 
improved – the text is much better structured and it is also definitely better formatted and easier to 
read. The list of references has a more standard structure now; it is sorted alphabetically. Most 
importantly, the author has managed to expand the sample used for her econometric tests 
substantially. Besides a more detailed description of the regressions, a new section with a SWOT 
analysis was added to the text. The author also included an appendix, which, however, for some 
strange reasons, also includes a printout of all the data used in the regressions (the same data are 
also shared in a more appropriate way, i.e. as a standalone file uploaded to the SIS). 
 
Ms Yilin Lu has selected a very interesting topic, which could be broadly characterized as the 
discussion (and partially analysis) of the effects of broadly defined new trends and new actors in 
payments processing and financial intermediation on the performance of commercial banks. While the 
situation in several other countries (India, Malaysia) is mentioned in the literature review, she mainly 
discusses financial innovations present in Chinese financial markets (Alipay, We Chat Pay) and the 
USA.  
 
 
Contribution 
 
The author discusses financial innovations in some of the most important markets of the current global 
economy. I would divide the contribution to three parts: 

• The author provides an overview of literature on Chinese financial markets and on the 
development of e-commerce on other countries.  

• Interesting and relatively up-to-date data on the development of e-commerce in China and of 
selected banking actors in Chinese financial markets are provided 

• The author also attempts a regression analysis with the intention to test the empirical validity 
of her claims. However, the design of the regression model indicates that even the improved 
results remain closer to descriptive statistics than to a truly reliable test of the hypotheses. 
Unlike in the previous version of the thesis, however, the author seems to have invested a 
serious effort into the analysis. 

 
 Methods 
 
The author attempts to provide empirical tests of the effects of the presence of third-party payments 
providers on the functioning of banks by means of running a set of simple panel regressions on a 
sample of 15 banks during 2005-2020 (sections 4 & 5). The basic logic of this regression appears to 
be very similar as in the previous version of the thesis; however, the regressions are much better 
described now and I especially appreciate that the author has managed to expand the analyzed 
sample. The current sample is four times larger (240 observations compared to 60 in the previous 
version of the thesis). 
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The author estimates regressions on a panel of 15 banks observed over 16 years and attempts to 
describe the relationship between the deposit ratios (explained variable in regressions reported in 
section 4) or loan ratios (explained variable in the regressions reported in section 5) or the relative role 
of non-interest income (explained variable in the regressions reported in section 6) or ROA (section 7) 
and the role of the TPP transactions and several additional covariates which include some 
macroeconomic (GDP growth rate, CPI) and some bank-specific variables (capital adequacy ration, 
cost to income ratio). She also provides an explicit outline of the specification (p. 26). Even though this 
specification describes the pooled OLS, she actually estimated also fixed and random effects versions 
of the specification, compared them with the use of Hausman test and finally decided to prefer the 
results of the random effects versions (with the exception of the ROA regression for which fixed effects 
were preferred). 
 
As before, the regressions are also estimated for sub-samples. Again, the expansion of the sample 
makes this effort more plausible (the smallest subsample has now 48 observations compared to 12 
observations in the previous version of the thesis). 
 
The design of the regressions, nevertheless, remains ad hoc (the author does not provide any specific 
explanation or references that would lead to the analyzed relationship) and the author also does not 
discuss any other issues which might influence the results. In my opinion, there is a fairly high 
probability that the results might be contaminated by other influences not discussed by the author and 
not covered by the additional macroeconomic covariates. Chinese financial markets have experienced 
several other interesting changes during the years analyzed by the author (reforms intended to 
increase the openness for foreign investors, the culmination of the rise of shadow banking, changes in 
regulation – including e.g. asset and wealth management regulation), at least some of these additional 
changes might have influenced the profitability of Chinese banks. I would have expected such factors 
to be mentioned by the author, even if she did not find a reliable way how to take them into account. 
 
The author also added a new section (section 8.3) with a SWOT analysis to her thesis, the author 
uses this section to summarize her opinions on the changes that banks will succeed in developing 
their own online payment systems. 
 
Literature 
 
The literature review (section 1.2) has been reworked, i.e. additional sources were added, and the 
whole section is better structured. The author even added a table (p. 4) that summarizes her view on 
the contribution of some of the discussed papers. 
However, the selection of the sources still seems rather ad-hockish, and their conclusions are 
described in some cases a bit too briefly (e.g. the mention of Anderson’s “long-tail theory” on p. 3. 
Similarly, some claims in the literature review section do not appear to be directly supported by a 
reference (e.g. the claims about the relevance of the Pareto principle or about the changes of the tail 
of Pareto distribution curve – p. 3). On the other hand, some sections of the literature review do 
provide an interesting and ethusiastic overview of the new services that the TPP sector brings to 
(especially) Chinese customers (e.g. section 2.4). 
 
Manuscript form 
 
While the text has been improved dramatically, some minor issues and typos remain. The text also 
has a much more appropriate style, form and structure. Obviously, it might be possible to further 
improve e.g. the formatting of the results of the regressions, but I was very positively surprised by the 
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difference between the previous and the current version of the text. One strange feature was added to 
the text, though – the appendix, which prints out the data used in the regression. 
 
 
Overall evaluation and suggested questions for the discussion during the defense 
 
At first sight, Urkund indicates higher than average similarity with other texts (23%). However, it seems 
that Urkund was influenced by the previous version of the thesis and by a text submitted by the same 
author for the thesis seminar. I would therefore conclude that the results of the Urkund analysis do not 
indicate significant text similarity with other available sources 
 
The overall quality of the resulting text much better meets the usual standards expected at the IES. 
Therefore I recommend the thesis for the final defence. 
 
 
Questions for the defence: 
 

• On p. 24 you claim that logarithmization guarantees the stability of your data. Can you explain 
this claim and the specification of your regression model? 

 

• Chinese regulators and the Chinese government have recently decided to introduce much 
stricter regulation of companies linked to e-commerce and other similar activities. That 
includes some companies discussed in your thesis (Tencent etc.). Can your analysis provide 
any explanation of the motives for this change? 
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SUMMARY OF POINTS AWARDED (for details, see below):  
 

CATEGORY POINTS 

Contribution                 (max. 30 points) 23 

Methods                       (max. 30 points) 19 

Literature                     (max. 20 points) 15 

Manuscript Form         (max. 20 points) 17 

TOTAL POINTS         (max. 100 points) 74 

GRADE            (A – B – C – D – E – F) C 

 
 
 
NAME OF THE REFEREE:     Vilém Semerák, Ph.D. 
 
 
 
DATE OF EVALUATION:        September 10th, 2021 
 
 
 
 
 
 

Digitally signed (September 12th, 2021) 
         Vilém Semerák 
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Referee Signature 
 
 



 

 
 
EXPLANATION OF CATEGORIES AND SCALE: 

 
 
CONTRIBUTION:  The author presents original ideas on the topic demonstrating critical thinking and ability to 
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the 
thesis. 
 
 
 
 
METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s 
level of studies. The thesis topic is comprehensively analyzed.  
 
 
 
 
LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature. 
The author quotes relevant literature in a proper way. 
 
 
 
 

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including 
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a 
complete bibliography. 
  
 

 
 
Overall grading: 

 

TOTAL GRADE 

91 – 100 A 

81 - 90 B 

71 - 80 C 

61 – 70 D 

51 – 60 E 

0 – 50 F 

 


