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Abstract 
As a micro subject of economic development, enterprises' innovation capability is the 
source of motivation for their long-term development, and is also the core link and 
foundation for achieving high-quality economic development. Can fintech alleviate 
information asymmetry of enterprises, enhance their financialization and optimize the 
allocation of their financial assets, to better boost their innovation? This paper selects 
panel data of A-share listed companies in Shanghai and Shenzhen from 2011-2018 as the 
original sample for empirical analysis. It is found that the development of financial 
technology has a significant positive correlation with the improvement of corporate 
innovation capability. Further, based on the perspective of financialization of 
enterprises and information asymmetry, this paper identifies the impact of fintech on 
the innovation capability of enterprises and its path of effects exploring the mediating 
mechanism and positive effect of fintech development on enterprise innovation. The 
paper unveils the relationship between fintech and corporate innovation and provide 
some policy implications for the development of both. 
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1. Introduction 

In today's increasingly developing digital economy, enterprises, as an essential subject of the 
modernized economic system, improving their innovation capacity is crucial for high-quality 
economic development. However, due to the large investment need and high uncertainty in 
innovation activities, the lack of innovation capacity prevailing in enterprises has long 
restricted the improvement of the quality of their development. The level of financialization of 
enterprises and their ability to buffer information asymmetry are closely related to their 
innovation capacity. With the development and application of fintech, enterprises can 
effectively alleviate information asymmetry, improve their financialization level and optimize 
the allocation of their financial assets through modern information technology such as big data, 
cloud computing, and blockchain, thus promoting the improvement of their innovation 
capability. 
Current academic research on corporate innovation focuses on exploring the relationship 
between corporate innovation and other factors. Feng Genfu et al. (2008) analyzed the link 
between corporate governance and corporate innovation and argued that a moderately 
concentrated equity structure is more conducive to corporate innovation [1]. Fan Rui et al. 
(2016) argued that industrial policy and corporate innovation are positively correlated, and 
that technological innovation of enterprises can be significantly developed under the impetus 
of industrial policy [2]. Few scholars have explored the link between fintech and enterprise 
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innovation. Based on the perspective of "empowerment" and credit rationing, Song Min et al. 
(2021) argued that fintech has a critical role for alleviating financing constraints and improving 
the total factor productivity of enterprises [3]. Zhang Yuming et al. (2021) argued that fintech 
has a significant contribution to the scale of corporate investment, indirectly verifying the 
impact mechanism of fintech on financing onstraints [4]. However, the above literature has not 
conducted an in-depth study on the relationship between fintech development and enterprise 
innovation, and has neglected the mechanism of effects between fintech development and its 
economic consequences. 
Based on the above analysis, in order to empirically investigate the relationship between 
fintech development and corporate innovation capability and their impact mechanism, this 
paper takes the panel data of A-share listed companies in Shanghai and Shenzhen from 2011-
2018 as the research object. It is found that: fintech development can significantly improve 
enterprise innovation capability; further analysis shows that there is a deep positive 
relationship between fintech development and the quantity and quality of enterprise 
innovation activities; It corroborates, with rationalizing enterprise financialization and 
alleviating enterprises’ information asymmetry, how fintech influences enterprises’ innovation 
capability; the study also found that fintech has an optimizing effect on corporate investment, 
and the development of fintech can significantly improve the allocation of corporate liquid 
financial assets, increase the utilization of corporate capital and provide a solid foundation for 
innovation activities. 
Compared with previous studies, the contributions of this paper are: (1) the paper clarifies the 
impact mechanism and paths of fintech to promote corporate innovation based on the 
perspective of corporate financialization and information asymmetry. (2) The paper expands 
the specific results of the impact of fintech on the economy, verifies the optimizing effect of 
fintech on the structure of micro-firms’ financial assets, and proves the link between fintech, 
firms' financial asset allocation, and firm innovation. (3) From quantitative and qualitative 
perspectives, this paper complements the measurement and study of corporate innovation 
activities by revealing the intrinsic mechanisms through which the development of fintech 
drives corporate innovation activities The subsequent structure of the paper is as follows: the 
second section will present the three theoretical hypotheses of the paper based on a review and 
discussion of the existing literature; the third section will present the data structure and 
research design used in the paper; the fourth section will present the basic empirical results; 
the fifth section will further discuss the mechanism; and finally, the concluding remarks and 
policy implications of the whole paper. 

2. Literature Review and Theoretical Hypotheses 

2.1. Literature Review on Fintech 
In terms of the definition and attributes of FinTech, Abraham Bettinger (1972) defined it as "the 
combination of the professional experience of the banking industry with modern management 
science and computer technology"[5]. The Financial Stability Board (2016) considered FinTech 
as a technology-driven financial innovation involving front-end industries and back-end 
technologies that drive the financial industry from the perspective of models, operations, 
processes, and products[6]. According to the Basel Committee on Banking Supervision (2017), 
FinTech would have a significant impact on different business entities, especially in the four 
core areas of banking: corporate finance, payment and clearing services, investment 
management services and market infrastructure services [7]. According to Yi Xianrong (2017), 
fintech is a financial product and service that has emerged in response to technological 
development in the context of big data, and its distinctive features are low development costs, 
flexible application and effectiveness [8]. Liu Yaosen et al. (2018) proposed that fintech is a 
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financial innovation supported by cutting-edge technology, which can bring new business 
models and development vitality to the traditional financial industry [9]. 
Regarding the research on the utility of fintech, Xue Ying et al. (2020) discussed the theoretical 
and practical logic of fintech for boosting high-quality economic development from the 
perspective of the resource allocation and innovation [10]. Jin Hongfei et al. (2020) studied the 
heterogeneous impact of fintech on the risk of different types of commercial banks, and argued 
that fintech could improve large banks’ ability to obtain soft information about enterprises by 
reducing the degree of information asymmetry between banks and enterprises, thus helping 
small and micro enterprises to obtain loans [11]. Zhang Binbin et al. (2020) argued that 
advances in digital finance could effectively maintain the leverage of enterprises at a low and 
stable level in the long run through alleviating their financing difficulties [12]. 

2.2. Literature Review on Information Asymmetry, Corporate Financialization 
and Innovation 

Regarding the characteristics of corporate innovation activities, BRONWYN H. HALL (2002) 
pointed out that innovation activities tend to have high uncertainty due to factors such as long 
input cycles and slow benefits to firms, and that severe information asymmetry in innovation 
activities induces potential moral hazard, leading to more severe financing constraints faced by 
corporate innovation [13]. Based on the imperfect capital market model, Liu Chunyu (2011) 
argued that innovation investment faces more pressure on financing issues than other 
investment activities [14]. Ju et al. (2013) argued that the output of a firm's innovation activities 
is not determined, and it is difficult for external investors to evaluate the merits of their 
innovation activities, thus increasing the risk premium of firm's innovation financing, forcing 
them to bear the pressure of high investment costs behind innovation activities [15]. By 
exploring the mediator role of the financing constraint between digital finance and corporate 
innovation activities, Wan Jia Yu et al. (2020) argued that the better the development of 
corporate digital finance, the more obvious the mitigation of the financing constraint, and thus 
the better the promotion of corporate innovation activities [16]. Based on the literature above, 
we propose the following hypothesis 1. 
Hypothesis 1: Information asymmetry plays a vital mediating role in corporate innovation. 
Corporate innovation requires high external financing costs and long-term capital support, 
while corporate financialization broadens the financing channels and expands the internal 
financing market, thus enhancing the financing capacity of enterprises and solving the financing 
constraints faced by corporate innovation. In addition, corporate financialization improves the 
resource allocation in corporate innovation activities, promoting the coordination of internal 
cash flows and enhancing access to corporate information resources, which not only optimizes 
the efficiency and rationality of resource allocation for corporate innovation, but also improves 
the anti-risk capacity of corporate innovation. Wang Shaohua et al. (2020) argued that the 
rational financialization of enterprises can alleviate the financial constraints of enterprises and 
promote their innovation development; due to the high-yield attributes of enterprises' financial 
investments, holding financial assets as preventive investment can provide a stable and reliable 
internal financing channel for enterprises and contributing to their overall development. [17]. 
Regarding the impact of corporate financialization on technological innovation, Xu Shan et al. 
(2019), based on data from A-share listed companies from 2008-2014, obtained that corporate 
financialization has a paramount role in promoting technological innovation of Chinese non-
financial enterprises from both input and output perspectives [18]. These lead us to propose 
hypothesis two as follows. 
Hypothesis 2: Corporate financialization is a critical mediator in corporate innovation. 
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2.3. Fintech Development and Corporate innovation 
A large number of studies have found that fintech can effectively promote corporate innovation. 
Based on the data of A-share listed companies in Shanghai and Shenzhen from 2011 to 2017, 
Tang Song et al. (2020) found that the development of digital finance effectively alleviated 
corporate financing constraints, improved the efficiency of corporate capital utilization, and 
exerted "structural" driving effects on corporate technological innovation [19]. Based on the 
data from 2011-2016 listed companies on the New Third Board, Li Chuntao, et al. (2020) 
explored how the development of fintech affects corporate innovation and its path of action 
from the perspective of financing constraints and tax rebates brought by fintech [20]. Zhuang 
Xudong et al. (2021) explored the impact of digital finance on industrial innovation from the 
perspective of market participants, and found that digital finance can facilitate the 
transformation of industrial innovation outcomes [21]. These leads us to propose hypothesis 
three below. 
Hypothesis 3: Regional fintech development can effectively pull the innovation activities of 
enterprises. 

3. Sample Descriptive Statistics and Empirical Model Design 

3.1. Sample Selection and Data Sources  
In consideration of the availability and representativeness of the indicators of enterprises, all 
the original sample data of listed companies in this paper were obtained from the Guotaian 
CSMAR database, and the panel of all A-share listed companies in Shanghai and Shenzhen from 
2011 to 2018 were merged and processed. Firstly, the paper is screened by the six CSMAR 
industry codes, and the financial and real estate industries are excluded from the screening to 
prevent the interference of abnormal financial indicators in the article's empirical results; 
secondly, the samples of ST and PT companies in the study period were excluded to make the 
financial data used more realistic and accurate, as well as to reduce the impact of poor operation 
on the data; thirdly, the sample with abnormal gearing ratio (greater than 1) in the data is 
excluded; fourthly, the small and medium-sized board, GEM board and science and technology 
innovation board companies with large differences from A-share listed companies are excluded; 
finally, the paper applies a 1% winsorize on all continuous variables to avoid the influence of 
extreme values on the empirical analysis. After processing and matching the financial data of 
listed companies, the final unbalanced panel data of listed companies were constructed, and 
after excluding all financial companies and samples with incomplete information disclosure, a 
total of 19,909 firm-annual observations were obtained for 3340 listed companies. 

3.2. Measurement of Regional Fintech Development Level 
This paper refers to the measurement method of Song Min et al. (2021) [3] and uses the big 
data of National Industrial and Commercial Enterprise Registration to identify enterprises' 
business scope including "Fintech", "Cloud Computing", "Big Data", "Blockchain", "Artificial 
Intelligence", "Internet of Things" and other keywords, to obtain the business registration 
information of all relevant companies. For incidental character matches in the search, only 
samples with the above keywords in the company name or business scope were retained. In 
addition, companies with over short operation time (less than 1 year) or in abnormal operation 
status (e.g. defunct, dissolved, revoked, etc.) are excluded from this paper to prevent "shell 
companies" from affecting the accuracy of the Fintech development indicators. Finally, the 
number of fintech-related companies in each city was summed up at the city level and the 
natural logarithm was taken to obtain the level of fintech development in the region as a proxy. 
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3.3. Measurement of Corporate Innovation Activities 
Referring to the standard practice of the existing literature on corporate innovation, this paper 
measures innovation activities in terms of inputs, outputs and quality of innovation 
respectively. Among them, the number of inventions independently applied and the number of 
inventions independently obtained by listed companies in the year are used to measure the 
scale of output of listed companies' innovation activities; the natural logarithm of listed 
companies' R&D investment in the year is used to measure enterprises' innovation input; finally, 
the number of citations of listed companies' patent applications in the year is used as a proxy 
variable for the quality of enterprises' innovation activities. 

3.4. Empirical Mode Setting 
To verify the theoretical hypothesis proposed earlier, this paper proposes to construct a two-
way fixed-effects model to discuss the impact of regional financial technology development on 
enterprise innovation activities, as shown in equation (1). 
 

𝐼𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛 = 𝛽 + 𝛽 𝑙𝑛𝑓𝑖𝑛𝑡𝑒𝑐ℎ + 𝛽 𝑋 + 𝑌𝐸𝐴𝑅_𝐹𝐸 + 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦_𝐹𝐸 + 𝜀  (1)
 
where the subscript i denotes the firm, t denotes the year and c denotes the city in which the 
firm is located. The explanatory variable 𝐼𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛  refers to the innovation activity of listed 
company i in year t, considering the innovation output, input and innovation quality of the 
company respectively. 𝑙𝑛𝑓𝑖𝑛𝑡𝑒𝑐ℎ  is the core explanatory variable of this paper, i.e. the level of 
financial technology development in city c in that year. Therefore, 𝛽 is the core parameter to be 
estimated in this paper. It is derived from the theoretical hypothesis that the level of fintech 
development is significantly and positively correlated with enterprise investment efficiency, 
and therefore 𝛽  is expected to be significantly negative. In addition, to control for macro 
external environmental shocks, this paper controls for year-fixed effects 𝑌𝐸𝐴𝑅_𝐹𝐸. Considering 
the interference of potential individual effects of industry on the causal inference of this paper, 
equation (1) also controls for the firm industry fixed effect 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦_𝐹𝐸 . Finally, 𝜀  is the 
disturbance term of the model. 

3.5. Selection of Control Variables 
In terms of control variables, taking into account the influence of other factors, the firm-level 
control variables in this paper include: firm size (Size, measured by the natural logarithm of the 
total assets of listed firms at the end of the year), firm gearing (Leverage, measured by the 
proportion of total liabilities to total assets at the end of the year), firm age (Age, measured by 
the number of years the firm has been listed), firm operating performance (ROA, measured by 
the return on assets of listed companies in the year), fixed assets (Fix, measured by the 
proportion of fixed assets of listed companies in the year), cash ratio (Cash, measured by the 
proportion of cash held by listed companies in the year), board independence (Indratio, 
measured by the proportion of independent directors of listed companies in the year), board 
size (Boardsize, measured by the proportion of shares held by the board of directors of listed 
companies in the year). (Indratio), board size (Boardsize), management share (Mshare), 
management share (Top1) and ownership (SOE). Table 1 shows the descriptive statistics of 
each variable. 
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Table 1. Descriptive Statistics of Variables 
 Sample size Mean Standard deviation Min Median Max 

lnpatent apply 19909 11.807 101.361 0 0 5962 
lnpatent get 19909 0.688 1.019 0 0 8.034 

RDexp 16338 17.642 1.472 12.909 17.641 21.924 
Cite 19909 73.457 221.808 0 10 2274 

lnfintech 19909 3.878 2.451 0 3.466 9.954 
Size 19909 22.085 1.288 19.552 21.909 26.231 

Leverage 19909 0.416 0.210 0.032 0.403 0.936 
Age 19909 9.4 7.196 0 8 26 
ROA 19909 0.527 0.449 -0.581 0.448 2.696 
Fix 19909 0.211 0.161 0.002 0.177 0.716 

Cash 19909 1.207 2.028 0.046 0.579 24.524 
Indratio 19909 39.092 10.674 0 37.5 66.667 

Boardsize 19909 13.528 19.854 0 0.289 68.606 
Mshare 19909 14.343 20.753 0 0.521 70.495 

Top1 19909 0.351 0.149 0.082 0.331 0.758 
SOE 19909 0.346 0.476 0 0 1 

 
Further, prior to the empirical regression analysis, the results of the correlation analysis 
between the main study variables were also required. The results of the correlation tests for 
the core explanatory and control variables are shown in Table 2. As can be seen from the 
correlation coefficient matrix in Table 2, the correlation coefficients between the control 
variables are not significant and therefore there is no systematic bias in the statistical 
inferences made in this paper due to the high degree of co-linearity problem. 
 

Table 2. Correlation Coefficient Matrix for Core Explanatory and Control Variables 
 

lnfintech Size Leverage Age ROA Fix Cash Indratio Boardsize Mshare Top1 SOE 

lnfintech 1.00            

Size 0.09*** 1.00           

Leverage -0.01 0.54*** 1.00          

Age -0.00 0.38*** 0.40*** 1.00         

ROA -0.14*** 0.01* 0.11*** 0.01 1.00        

Fix -0.25*** 0.11*** 0.09*** 0.09*** 0.05*** 1.00       

Cash 0.01* 
-

0.29*** -0.53*** 
-

0.26*** 
-

0.10*** 
-

0.17*** 1.00      

Indratio -0.11*** -
0.06*** 

-0.02*** -
0.06*** 

0.16*** 0.00 0.06*** 1.00     

Boardsize 0.09*** 
-

0.36*** -0.35*** 
-

0.56*** 
-

0.07*** 
-

0.17*** 0.25*** 0.05*** 1.00    

Mshare 0.09*** 
-

0.37*** -0.36*** 
-

0.57*** 
-

0.07*** 
-

0.18*** 0.26*** 0.05*** 0.99*** 1.00   

Top1 0.03*** 0.21*** 0.06*** -
0.06*** 

0.10*** 0.08*** -0.00 0.05*** -0.09*** -
0.11*** 

1.00  

SOE 0.00 0.38*** 0.32*** 0.47*** 0.09*** 0.21*** 
-

0.16*** -0.03*** -0.48*** 
-

0.48*** 0.23*** 1.00 

4. Baseline Empirical Results 

4.1. Analysis of the Results of the Benchmark Regression 
The results of the benchmark regression of the previous empirical model equation (1) are 
shown in Table 3. Table 3 shows the stepwise regression results, with the explanatory variables 
being the natural logarithm of the number of patents filed by listed companies in the year. 
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Where column (1) does not control for any fixed effects and control variables, column (2) adds 
year fixed effects and industry fixed effects, and column (3) adds firm-level control variables, it 
can be seen that the estimated coefficients of all the core explanatory variables of the model are 
statistically significantly positive at the 1% level, regardless of the controls, i.e. there is a 
significant positive impact of fintech development on firms' innovation output, which indicates 
that the better the regional development of fintech, the more innovative output of firms. The 
economic significance is analyzed using column (3) as the baseline regression result of this 
paper: all other factors being equal, every 1% increase in the level of local science and 
technology development will result in a 1.923% increase in the number of patent applications 
by locally listed companies. In summary, the previous theory is proven. 
 

Table 3. Impact of Fintech Development on the Number of Patents Filed 
 (1) (2) (3) 

VARIABLES lnpatent_apply lnpatent_apply lnpatent_apply 
    

lnfintech 1.901*** 2.621*** 1.923*** 
 (0.320) (0.404) (0.376) 

Size   17.263*** 
   (1.989) 

Leverage   -4.299 
   (3.016) 

Age   -0.015 
   (0.111) 

ROA   6.264*** 
   (0.985) 

Fix   -26.954*** 
   (6.485) 

Cash   0.677*** 
   (0.208) 

Indratio   0.132* 
   (0.072) 

Boardsize   -0.035 
   (0.085) 

Mshare   0.071 
   (0.077) 

Top1   -27.998*** 
   (6.548) 

SOE   -0.002 
   (2.735) 

Year FE No Yes Yes 
Industry FE No Yes Yes 

Observations 19,909 19,908 19,908 
R-squared 0.002 0.009 0.046 

Note: Estimation software is StataSE 16.0. Observations are at the firm level. ***, **, * denote 
statistically significant at the 1%, 5% and 10% levels, respectively. Values in parentheses are 
heteroskedasticity robust standard errors. "Yes" means the fixed effect is controlled for, and 
"No" means the fixed effect is not controlled for, as below. 
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4.2. Testing for Mediating Effects 
Why does fintech development significantly contribute to firms' innovative activities? This 
paper considers the financialization of firms and the mitigation of information asymmetry as 
important mechanisms. To verify the mediating effect of both, the following mediating effect 
model is set up in this paper. 
 

𝑍 = 𝛾 + 𝛾 𝑙𝑛𝑓𝑖𝑛𝑡𝑒𝑐ℎ + 𝛾 𝑋 + 𝑌𝐸𝐴𝑅_𝐹𝐸 + 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦_𝐹𝐸 + 𝜀  (2) 
  

𝐼𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛 = 𝛿 + 𝛿 𝑙𝑛𝑓𝑖𝑛𝑡𝑒𝑐ℎ + 𝜌𝑍 + 𝛿 𝑋 + 𝑌𝐸𝐴𝑅_𝐹𝐸 + 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦_𝐹𝐸 + 𝜀  (3) 
 
𝑍  is the mediating variable. There is a mediating role for 𝑍  if the model if both 𝛾 in equation 
(2) is significant and 𝛿  and 𝜌 in equation (3) are significant. 
This paper measures the financialization of enterprises from the perspective of their holdings 
of financial assets. Referring to Hu Yiming et al. (2017) metric, under the new accounting 
standards, financial assets = monetary fund + financial derivatives + short-term investments + 
trading financial assets + interest receivable + buying back the sale of financial assets + 
available-for-sale financial assets + held-to-maturity investments + long-term receivables [22]. 
The natural logarithm is taken as a measure of the absolute size of financial assets held (lnFin). 
Table 4 tests the intermediation effect of the financialization of firms. In this, both columns of 
the model control for all control variables and two-way fixed effects. Firstly, as seen in column 
(1), the estimated coefficient of fintech development is 0.013, which is significantly positive at 
the 1% statistical level, indicating that fintech contributes to the financialization of firms. 
Looking further at the estimated results in column (2), the estimated coefficient of lnFin is also 
significantly positive, indicating that the financialization of firms helps to enhance their 
innovation output. Thus, the mediation path of regional fintech development, financialization 
of firm and innovation of firms is validated. 
 

Table 4. Mediation Effects of Fintech Development on Corporate Financialization 
 (1) (2) 

VARIABLES lnFin lnpatent_apply 
   

lnFin  2.579*** 
  (0.685) 

Lnfintech 0.013*** 1.889*** 
 (0.002) (0.371) 

Controls Yes Yes 
Year FE Yes Yes 

Industry FE Yes Yes 
Observations 19,908 19,908 

R-squared 0.829 0.046 

 
On the other hand, with the development of big data, artificial intelligence and other emerging 
technologies, traditional financial institutions have been further "empowered" through the 
application of fintech, the speed of data processing has been greatly increased, and user 
information has been more deeply mined, which can accurately help enterprises to understand 
the market demand and their next development direction in advance, thus expanding the scale 
of innovation. Referring to Yu Wei et al. (2012) [23], this paper constructs a proxy for the degree 
of information asymmetry based on literature related to the microstructure of financial 
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markets and detailed trading data of individual stocks, i.e. extracting the first principal 
component of liquidity ratio, illiquidity ratio and inversion indicator as the proxy variable for 
information asymmetry, with larger values of this indicator indicating more serious 
information asymmetry. 
Table 5 examines the mediating effect of fintech development on the information asymmetry 
of firms. Firstly, the estimated coefficient of fintech development is -0.007 as seen in column 
(1), which is significantly negative at the 5% statistical level, indicating that fintech helps to 
mitigate the information asymmetry of firms. Further looking at the estimated results in column 
(2), the estimated coefficient of ASY -6.325 is significantly negative, which indicates that the 
level of information asymmetry of firms can influence firms' innovation output. Therefore, 
regional fintech development is conducive to alleviating the information asymmetry of firms, 
thus promoting innovation development. In summary, the mediation path of information 
asymmetry is verified. 
 

Table 5. Mediating Effects of Fintech Development on Corporate Information Asymmetry 
 (1) (2) 

VARIABLES ASY lnpatent_apply 
   

ASY  -6.325*** 
  (2.183) 

Lnfintech -0.007** 1.988*** 
 (0.003) (0.401) 

Controls Yes Yes 
Year FE Yes Yes 

Industry FE Yes Yes 
Observations 18,393 18,393 

R-squared 0.247 0.049 

4.3. Fintech and Different Financial Asset Allocation 
According to the previous analysis, the development of regional fintech can improve the 
allocation of financial assets for enterprises and provide them with more diversified financing 
options, thus effectively alleviating the financing tensions of enterprises. However, there are 
not only positive effects of financial assets on enterprises, but also possible negative effects that 
cannot be ignored. The large number of financial investments made by enterprises will result 
in a shortage of investment in management, R&D, and innovation. Differences in the structure 
of financial assets can also have a different impact on companies. Therefore, a further 
distinction needs to be made between liquid and illiquid financial assets. With regard to the 
measurement of financial asset allocation, with reference to the existing literature, Yan, H. et al. 
(2018), this paper classifies financial assets held by enterprises into liquid financial assets (net 
trading financial assets, derivative financial assets and buying back the sale of financial assets) 
and illiquid financial assets (net loans and advances granted, net held-to-maturity investments, 
net available-for-sale financial assets, long-term equity investments and investment properties) 
[24]. 
Table 6 further examines the impact of regional financial development on firms' liquid financial 
assets (Lfin) as well as illiquid financial assets (NLfin). It can be found that fintech does not 
affect firms' allocation to liquid financial assets, but significantly increases firms' allocation to 
illiquid financial assets. This indicates that with the empowerment of fintech, firms no longer 
need to hold large amounts of liquid financial assets that have no earnings as a precautionary 
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motive, which greatly improves their capital utilization and provides a solid foundation for 
innovative activities. 
 

Table 6. Fintech and Different Financial Asset Allocations 
 (1) (2) 

VARIABLES Lfin NLfin 
   

lnfintech -0.000 0.002*** 
 (0.000) (0.000) 

Size 0.000*** 0.003*** 
 (0.000) (0.001) 

Leverage -0.003*** -0.093*** 
 (0.000) (0.005) 

Age 0.000*** 0.004*** 
 (0.000) (0.000) 

ROA 0.000 -0.030*** 
 (0.000) (0.002) 

Fix -0.003*** -0.116*** 
 (0.000) (0.005) 

Cash 0.000*** -0.006*** 
 (0.000) (0.000) 

Indratio 0.000 0.000 
 (0.000) (0.000) 

Boardsize 0.000 0.000 
 (0.000) (0.000) 

Mshare -0.000 -0.000*** 
 (0.000) (0.000) 

Top1 0.001 -0.004 
 (0.001) (0.005) 

SOE -0.001*** -0.004** 
 (0.000) (0.002) 

Controls Yes Yes 
Year FE Yes Yes 

Industry FE Yes Yes 
Observations 19,908 19,908 

R-squared 0.028 0.239 

5. Conclusions and Implications 

This paper uses the panel data of A-share listed companies in Shanghai and Shenzhen from 
2011 to 2018 as the research sample, and matches the level of regional fintech development 
constructed by big data text analysis, and empirically examines the impact of fintech 
development on corporate innovation based on the perspective of corporate financialization 
and information asymmetry, and explores its working path. The study finds that: (1) Fintech 
development is significantly and positively correlated with corporate innovation, and from the 
perspectives of corporate R&D investment, patent application, patent acquisition and patent 
citations, Fintech development helps companies improve both "quality" and "quantity" of their 
financial investment and output. (2) Fintech facilitates the financialization of enterprises, which 
further helps to improve the innovation output of enterprises. (3) The development of regional 
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fintech is conducive to alleviating information asymmetry among enterprises, thereby 
promoting innovation development. (4) Empowered by fintech, enterprises tend to reduce 
their liquid financial asset holdings and improve their capitalization, providing a solid 
foundation for innovative activities. 
This paper focuses on the impact of fintech development on corporate innovation. Unlike 
previous studies on the utility of fintech development, this paper explores in greater depth the 
impact mechanism of fintech development acting on corporate innovation, revealing the 
mediating effect of fintech in alleviating information asymmetry, promoting corporate 
financialization, and driving corporate innovation. While the past literatures have only verified 
the role of fintech development in alleviating corporate financing constraints and promoting 
corporate innovation, this paper provides a deeper analysis of the mechanisms underlying 
fintech development in promoting corporate innovation from the perspectives of corporate 
financialization and information asymmetry. In addition, this paper innovatively adopts the 
perspectives of R&D investment, patent application, patent acquisition, and patent citations to 
comprehensively measure the positive effect of fintech development on the "quality" and 
"quantity" of corporate innovation activities. 
Based on the findings of this paper, there are three main policy implications regarding fintech 
and enterprise innovation: (1) In the context of promoting high-quality economic development, 
countries should follow the development trend of fintech, improve the level of regional fintech 
development, and propose policy support, tax incentives, and other means to help fintech 
enterprises develop so that the results of fintech development can be realized faster and better 
in enterprise innovation. (2) Financial institutions should further apply fintech, using 
blockchain, artificial intelligence, and other technologies to improve compliance and credit 
monitoring of enterprises, alleviate information asymmetry, improve the efficiency of 
enterprise financing, reduce credit risks and promote enterprise innovation. (3) Enterprises 
themselves need to promote the development of fintech, use fintech to improve the efficiency 
of their innovation resources allocation, optimize the allocation of their financial assets, reduce 
the precautionary liquid financial assets held by enterprises, improve the efficiency of their 
capital utilization, provide more financing channels and financial support for their innovation 
activities, and thus improve the "quality" and "quantity" of their innovation activities.  
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