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Abstract

The “19th National Congress” report stated that China is shifting
from a high—speed growth stage 16 a high—quality development stage,
and now facing a critical period of ‘cllanging the development mode,
optimizing the economic structure, and transforming the growth
momentum. In this period, consumer has become the main driving
power for economic growth. The growth of consumption demand has
stimulated the growth of consumer credit. The growth of consumer
credit has in turn boosted consumption demand. Traditional consumer
credil covers only a relatively small area and cannot provide large—scale,
continuous financial products and services to lowand middle —income
groups and remote areas. With the deepening of " manufacturing,
service industry+Internet” and the acceleration of online and offline
integration, Internet consumer credit products issued by e —commerce
companies and large Internet companies rely on the advantages of
strong information processing capabilities, high risk control ability,
and low transaction costs. It has expanded the scope of financial
services to the broad low and middle income classes and achieved
remarkable results in areas such as inclusive finance and financial aid.

As a product of the combination of the Internet spirit of “openness,
equality, sharing, and cooperation” and the essence of credit and
risk . Internet consumer credil is essentially a financial intermediary. It
is an expandition of financial service field. This financial restriction
reaction has removed the traditional commercial banking system’s
restrictions on consumer credit, and provided consumers with multi—

channel and multi —dimensional consumer credit services. Internet
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consumer credit represented by e—commerce and Internet companies in
lending business is outside the supervision of traditional banks. From
this point of view, Internet consumer credit is kind of shadow banking.
Internet consumer credit uses Internet technology to extend financial
services to the low and middle income groups and SMEs that traditional
finance can not reach, then achieves the purpose of inclusive finance.

While the Internet consumer credit has some achievement, the
rapid development also revealed some defects such as low barriers to
entry, turbulent industry, lack of legislation, and lack of long—term
regulatory mechanisms. The credit system needs to be improved, and
the technology and risk control capabilities need to be strengthened,
and fewer financing channels and higher financing costs. At present,
preventing and resolving financial risks has become one of the major
challenges for our country’s economy. We must have an objective
understanding of the risks of Internet consumer credit and adopt
reasonable risk control measures.

The risk of Internet consumer credit is not only the commonness of
traditional credit, but also has its own characteristics. It is caused not
only by the Internet platform’s own business model, risk control, and
management, but also by the lagging and incompleteness of China’s
current legal supervision system and the incomplete credit system.
E—commerce and large—scale Internet companies have focused on the
development of large —scale, decentralized, - and relevant long —tailed
customers through Internet technologies and tools. The business model
is supported by consumption scenarios and has a strict risk control
system with big data credit as its core. One type of Internet consumer
credit products meet the large number rule of “small, decentralized,
and large quantity”, which enables credit risk to be dispersed, and
the overall default rate and loss scale are controlled, and a risk control
model of “flow coverage risk” can be applied.

E-commerce and large—scale Internet companies, as important

participants in the Internet consumer credit, have no consumer finance

. D .
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licenses that make their Internet consumer credit business not only have
legal compliance risks, but also have limited financing capabilities.
The characteristics of “small, decentralized, large quantity” of Internet
consumer credit are naturally suitable for securitization. The combination
of assel securitization and Internet consumer credit has also helped to
standardize the development of the Internet consumer credit industry
while solving e—commerce platforms and large—scale Internet companies’
financing difficulties, financing costs, and improving risk management
capabilities. - -

The main risks of Internet constimer credit securitization include
platform risk, borrower credit risk and transaction structure risk.
E—commerce and large—scale Internet companies have relatively mature
data and methods for identification and prevention of cash flow and the
risks from underlying assets. Their risk control measures and big data
credit system determine the quality of underlying assets. For the filtered
underlying assets, based on the calculation of the default rate and
recovery rate of the static pool, the credit risk of Internet consumer
credit securitization products can be measured and eva]ualed through
influencing factors adjustment and stress testing. The involvement of
intermediary agencies such as rating agencies and law firm has effectively
identified and prevented the risks of Internet consumer credit and its
securitization. As for the risk and control of Internet consumer credit,
the book uses the representative of Internet accounts receivable— “Jingdong
10Us”, “Koala Consumer Instalment” and their securitization as case
analysis.

The government puts forward that the prevention of financial risks is
an important task in the coming period. The comprehensive rectification
of Tnternet finance is also an important part of preventing financial
risks. The research content of this book meets the requirements of the
government for preventing financial risks. The research significance of
this book lies in the following aspects:

First, the research for Internet consumer credit is comprehensive.

. 3 .
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At present, there are few literatures on the systematic research of Internet
consumer credit and its securitization. This book systematically studies
the theory and practice of Internet consumer credit. First, it elaborates
the nature, development model, theory and foreign comparison of
Internet consumer credit. It analyzes the innovation, advantages and
problems of Internet consumer credit, and the status quo of supervision
and regulation. second, it studies and analyzes the risk characteristics
and the risk control model of Internet consumer credit. It has theoretical
research and risk analysis on Internet consumer credit securitization.
Theivd, two case studies of “Jingdong 10Us” and “Koala consumer
instalments” vividly demonstrated the Internet consumer credit and its
securitization the model, risk characteristics and risk control methods ,
etc. Finally, the policy recommendations and outlook for the
development of Internet consumer credit are proposed.

Second, it has strong timeliness and reference significance. The
research results of this book help prevent and resolve the risks in the
Internet consumer credit field, and provide theoretical support and
reference experience for the current comprehensive improvement of the
Internet field and prevention of financial risks. The essence of Internet
consumer credit is consumer credit. It has both the characteristics and
risks of traditional consumer credit and the risk characteristics brought
about by the use of Internet technology. It intensifies the speed and

.

scope of risk communication to some_extent. This book provides policy
recommendations for the healthy development of Internet consumer
credit. We should promote the development of the Internet consumer
credit by establishing a long —term legal supervision system,
strengthening the construction of credit information system, oplimizing
the risk control model of big data, and introducing third —party
intermediary agencies.

Third, the theoretical study of Internet consumer credit is
comprehensive. This book uses the theories of financial intermediation .

financial repression, shadow banking, and inclusive finance to conduct

- 4 -
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theoretical research on Internet consumer credit.

Fourth, the analysis of products in the area of Internet consumer
credit is comprehensive. The book’s analysis of Internet consumer
credit products includes e—commerce Internet consumer credit, P2P,
campus loans, cash loans, etc., closely linked to the hot spots of the
times and adpted to regulatory needs.

Fifth, the case is practical. The author has long been working in
the front line of Internel consumer credit and securitization. He has rich
practical experience, and-he has selected two case data systems in a
comprehensive manner. He has conduéted in—depth analysis of the case

and has strong practical significance.

Key Words: Internet consumer credit; The risk characteristics and

risk control models; Securitization
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