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Abstract

Since the explosive growth of Internet Finance in 2013, the regulatory
situation has undergone a change from loose to tight, from encouragement and
promotion to standardized and healthy development. In July 2017, the Central
Financial Work Conference once again put forward “ strengthening internet
financial supervision” , fully showing the Central Committee’s mind to guide and
regulate the healthy development of Financial Technology and Internet Finance.
Now, China’s Internet Finance industry has formally bid farewell to the initial
period of “ barbaric growth” and entered into the rational and standardized
development period. The special rectification work of Internet Finance has also
come to an end after strict inspections. With the policies and regulations
promulgated, the combined management system of government regulation and
industry self-regulation has been gradually established. As it is seen, the overall risk
of the industry declines significantly, the frequent occurrence of risk cases tends to
be curbed, and the survival of the fittest accelerates the adjustment of markets. The
Internet Finance industry develops more rationally while the overall environment
being purified gradually.

From the perspective of Inclusive Finance practice, to support the real
economy as well as promote the Inclusive Finance development is not only an
important goal for the steady development of Internet Finance, but also. a gist and
theme for its rational growth. With the efforts of government supervision and
industry self-regulation, the development of Internet Finance has shown a change
from the pursuit of quantity growth to the pursuit of quality improvement.
Abandoning the tumor of barbarous growth and returning to the source of loan
business become the main theme of the industry. Its development not only serves
the real economy but also practices the Inclusive Finance, thus accelerating the

integration of technology and finance. From the perspective of the Internet Finance
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development, the enterprises have the tendency to transform into the situation of
the coexistence of integrated and professional management. At present, the entry
threshold of Internet Finance has been significantly improved. The industry has
gradually moved from the barbarous and disordered competition in a “completely
marketization” state to the “large-scale” and “monopolized” competition. The
market competition becomes increasingly fierce while the Matthew effect being
more obvious.

In 2017, the National Conference on financial work established the principles
and objectives of the full coverage of financial supervision. As a useful supplement
to traditional finance, Internet finance is necessarily included in the financial
regulation whether from its financial essence or relationship to traditional finance.
Currently, the business transformation of Internet Finance is being promoted and
the licensed operation is on the way. The network lending industry has
implemented a registration system which is substantially similar to the financial
licenses supervision; the Internet Insurance and Internet Payment has also already
implemented the financial franchise regulation and issued a considerable number of
financial licenses; the Internet Crowdfunding is still in a pilot process, but its
licensed operation would be the general trend.

The development of Internet Finance in China has ranked global first, leading
the world in pattern innovation and technology improvement. There has been a
large number of newly emerging start-ups of Internet Finance, as well as
“unicorn” enterprises with high valuation, large scale and extensive business.
Under the background of the deepening integration of science and technology, the
maturation of business model, the increasingly fierce competition of markets and
the returning to rational development of Internet Finance, enterprises are trying to
build a rich eco-system through extensive cooperation or relying on their own
platforms while exploring and seeking for potential value added. Therefore, we
should make regulatory policies and rules to promote the healthy development of
Internet Finance, and lead Financial Technology and Internet Finance to better
serve the real economy from many aspects, such as reducing costs and improving
efficiency. At the same time, in the construction of supervision system, we should

construct an inter-departmental and cross-regional comprehensive supervision mode
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which includes the central government guidance, the really local government
execution, the industry self-regulation and the social supervision. What’s more, in
terms of supervision means, we should actively embrace the * supervision
technology” and pay attention to the application of technical tools and analysis

model.

Keywords: China; Internet Finance; Special Regulation; Risk Rating
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