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Abstract. Under the background of Internet finance, divegsiffinancing modes have
broken the pattern of bank loans as the only wayfiméncing and brought an
unprecedented impact on traditional credit. Thiggpacompares commercial bank credit
and online loans, and introduces the overview, ldgweent status and problems of
traditional commercial banks' credit card businasd ant-payments as examples, and
finally compares the advantages and disadvantafdsoth in terms of application
requirements and security in mass consumption.
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1. Introduction

In recent years, China's economy has grown atid mgre and commercial banks still
dominate the country's financial system. With tleelopment of Internet information
technology, more and more P2P online lending platfohave emerged to shake the core
position of commercial banks' credit business. Wiith emergence of new businesses,
traditional commercial banks' businesses have lggeatly impacted by the lack of
innovation, which is detrimental to the developmehtcommercial banks. With the
development and maturity of Internet informatioohtgology, Internet finance has not
only promoted the development of China's commeroaiks, but also brought huge
threats and challenges.

Bank is the center of the financial system. As ohthe most important business of
commercial banks, credit plays a decisive role hia stable development of banks.
However, the derivatives of Internet finance haagidly occupied a large market share
in a short period of time, which has slowed dowa ghowth of commercial banks' credit
business. Therefore, the transformation and upggadif commercial banks' credit
business cannot be delayed. The rapid developrierinsumer credit has changed the
traditional consumption structure while stimulatimgsidents’ consumption, and the
growth of residents' consumption expenditure hagstenl the growth of the national
economy at the same time. The rapid developmehttefnet finance not only promotes
the development of commercial banks, but also mtien face more challenges, so it is
extremely important to avoid the harm and maintdie stable development of
commercial banks.
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Relevant literature has discussed some of the atmpies. Ruohan proposed that
there is a competitive relationship between thelittausiness of commercial banks and
online lending under the background of the Interbett the development of Internet
finance makes this competition even more intengel{ihyang was one of the first to put
forward the contradictory relationship between caroial banks and small and medium-
sized enterprises, because the information of kaths is difficult to correspond and
correct [2]. Fan Gang verified in Financial Devetggnt and Enterprise Reform that the
main reason for SMEs' difficulty in financing froomommercial banks is information
asymmetry [3]. Hu Shuang made a comparative stddglevant industry data in the
development of consumer credit in China and deeslamuntries and demonstrated that
the development of consumer credit business cogcbase consumers' consumption in
the current period based on the liquidity constrdirory. By selecting the corresponding
proxy variables and conducting empirical testss iinally proved that the development
of consumer credit is conducive to increasing tbesamption of residents [4]. Chuyu
confirmed that the rise of Internet finance hasveld down the growth of commercial
banks' personal credit and squeezed the traditpmrabnal finance business [5]. Hou and
Hou proposed that commercial banks should takeiritiative to combine their own
business with Internet technology to deal with thellenges in the face of the strong
blow of Internet finance [8]. Tess Ocean comparaditional commercial bank loans
with online loans, and concludes that the lattes thee advantages of larger customer
groups, lower costs, more convenience, and betl@APNS to social changes and
progress [9].

This paper analyzes the impact of online loanshenctedit business of commercial
banks in the context of the Internet from multiperspectives and aspects.

2. Credit loans and online lending

Unlike other forms of loans, credit is a form o&fothat is initiated by the borrower and
is guaranteed by his or her creditworthiness, aoesdnot require any collateral or
guarantee. Based on this form of loan, credit lcaneswidely respected among young
people today, as most of them are "moonlightersd &aave a high demand for
consumption but no savings to support it, so credihs have become their first choice
for consumption. Since there is no collateral cargatee, the risk of this form of loan is
relatively high.

Credit loans exist in most commercial banks todHyis form of loan has high
requirements for debtors, and before loan apprakay; will be evaluated based on their
credit reports in the People's Bank of China'sitmgtem. Since the People's Bank of
China's credit system is not yet perfect, the legdbank will also conduct a
comprehensive review and evaluation of the borrssalary level, asset status, loan and
repayment situation, etc. The evaluation resultisdiviectly determine the outcome of the
loan application. In the new version of the persamadit report that went online this
year, defaulting on water bills may also be a dradk. The credit mentioned separately
in this article mainly refers to commercial bankdit loans.

Online lending is a lending platform based on thternet background, most of this
form of loan does not require any guarantee oratsial, many P2P platform is to
mislead people under the banner of ‘same-day agipgit, same-day lending’. Based on
the development of Internet information technologyd the spread of third-party



Credit versus Online Loans: A Case Study from China

payment platforms, online lending platforms havadgially replaced traditional credit as
the mainstay of the loan business, especially ify d@nsumption, most consumers'
payment method is Alipay, and the Alipay platforrarg chanting has naturally become
people's first choice for early consumption. Moreo\wP2P platform also provides a new
financing channel for small and medium-sized emiseg in China besides commercial
bank loan financing. In terms of financial managetn®2P platforms are even more
flourishing.

3. Credit analysis of commercial bank credit card business as an example

3.1. Basic Overview of Credit Cards

Credit card is a credit certificate issued by conmuia¢ banks or credit card companies to
credit-qualified consumers. The cardholder can mplechases at specific locations
where the credit card can be used, and the ampent snust be within the individual's
credit limit. The bank will settle the account whibth the merchant and the cardholder at
a fixed time each month, and no interest will bargked if the cardholder pays off the
amount used before the repayment date. In thetaradl just launched stage, the system
is not quite perfect, mainly quasi-credit cardstbiedit card requires the user to deposit a
certain amount of reserves, after using the reseawel then overdraft, but the current
public use is mostly credit card, that is, the bgives the cardholder a certain amount of
credit, the cardholder can directly overdraft spegadvithin the limit. Credit cards in this
article refer to credit cards alone.

3.2. Current status of credit card development

According to the information collated from publiatd, the number of credit card
issuance has been largely increasing since 20@Rasrof 2017, the number of credit
card issuance nationwide has reached 571 milli@meoAding to the research results, the
number of credit card issuance is positively cated with the degree of urban
development, among which Beijing, as the capitalGifina and one of the most
developed cities in the country, has 1.35 credid€ger capita, far exceeding the
national average.

In terms of quantity, the development of commerbihks' credit card business is
still relatively stable, but there are still a lof problems in the actual use. Many
commercial banks have been pursuing the numbeasoénce and ignoring the real usage
of credit cards, and there are many ‘zombie cassich is not good for both banks and
users. For users, the annual fees incurred bytarardis that have not been used are easy
to ignore. Although the annual fees are small, ey easily affect the applicant's credit
if they are not paid on time. For banks, the eristeof zombie cards greatly increases
the processing burden. The continuous issuanceedlitccards is undoubtedly a new
consumer stimulus for mass consumers.

From the credit card holder group distribution istatss of Consumer Finance
Theory, the credit card holders are mainly conegett in the post-80s and post-90s, but
the proportion of mobile payment is much highethia post-90s than in the post-80s, and
there is a trend of increasing decrease or logseadfit card holding and consumption in
this group. The largest number of credit card haldein the post-80s, because people in
this age group are the first to be exposed to toadd business and have relatively strong
consumption ability, so it is easier to accept itreards.
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3.3. Risksin credit card development

Credit card cashing is the act of obtaining casbuth illegal means on the basis of not
paying interest, which is an illegal act expresgiphibited by our laws. The act of
cashing out has been unstoppable since the fingt iti happened, bringing considerable
risk while also causing loss of bank assets. Theeldpment of Internet information
technology has also created opportunities for l@akers to obtain cardholders' basic
information and spending authorization by sendingsl and providing free WI-FI, and
then commit credit card skimming, an illegal acattihas caused huge losses to both
cardholders and banks [6].

According to the report released by the CentralkR#me number of credit cards in
China is close to saturation, which, coupled with tompetitive pressure from emerging
industries, has slowed down the growth rate of €hiwredit card business. The basic
system in China is not perfect, especially in thetext of the Internet, and the problems
and loopholes are exposed, which should be strietiylated by both the state and the
banking industry itself. The emergence of Intefireince has greatly reduced the use of
credit cards, which means that the income of coroialebanks in credit card business
will also be reduced.

4. Analysis of online loansusing ant credit pay asan example

4.1. Basic overview of ant credit pay

Ant Credit Pay is an online microfinance produatriehed by Alipay, which is mainly
used by customers for daily consumption and ontihepping. After registering with
Alipay, users can open the account and get a nemtabunt of credit for their purchases.
It was officially launched in April 2015 and is mai used on Taobao and Tmall
shopping platforms. Currently, there are many gaamed platforms where you can use
Ant Credit Pay, ranging from small roadside frudlls to high-end shopping malls. The
rapid development and popularity of third-party peynts has also created innate
conditions for such online microfinance product#\as Credit Pay.

4.2. Current development of ant credit pay
As Figure 1 shows, the users of Ant Credit Paynaainly concentrated in the post-80s
and post-90s, especially the post-80s account3é6 of the total number of users, and
the consumption level of the post-80s is genetalthher than that of the post-90s, which
drives the development of Ant Credit Pay even mAtgresent, you can use Ant Credit
Pay on both online and offline platforms, withobé tlimitation of time and space. The
second largest user group, the post-90s, alreaslpVver 45 million users registered and
set it as the preferred method of Alipay paymemm& major e-commerce platforms
such as Tmall and Taobao have also been connectaat Credit Pay, and merchants on
these platforms saw a 33% increase in store trdaradn the first month after accessing
Ant Credit Pay, and continued to increase by 26% fillowing month. Not only
Alibaba's e-commerce platform, but also some ottwrsumer platforms have been
connected to it, more than 40 in total.

In 2016, the first year of access, the total nundfetransactions on the platform
reached 60.48 million, accounting for 8.5% of th&ak number of Alipay transactions.
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However, in the first hour of ‘Double 11’, the nuerbof chanting transactions reached
33.4%, and the amount exceeded that of the whglénd2015[7].

4%

W Ppst-90's
W Post-80's
Post-70's

Figure 1. Distribution of Ant Credit Pay users

4.3. Existing problems of Ant Credit Pay

The launch of Ant Credit Pay has formed a stromgugus to the public consumption,
and the proportion of Ant Credit Pay in the anngiadwth of ‘Double 11’ transaction
volume cannot be underestimated. The widespreadfuset Credit Pay has been a great
support to the e-commerce industry in China, buisinot beneficial to consumers
themselves. The concept of spending money in advéoc/ery attractive to college
students who are not yet experienced in the waitat. only college students, but also
adults, have been spending more or less impulshetause of ‘Double 11’, resulting in
a huge waste of resources.

Ant Credit Pay is a derivative of Internet finanbased on the form of the Internet,
the circulation is virtual money, although therenis direct risk compared to cash
transactions, but the security of the Internetilste be examined, the Internet is always
a public platform, the protection of data still ded¢o be strengthened.

Most of the P2P platforms currently in operatioa aot registered for business, and
as of 2017, only 85 network microfinance platforare registered for business, such
companies do not even protect themselves, not tdiomethe protection of customers.

5. Comparison of the advantages and disadvantages of the two based on

microfinance

5.1. Application requirements

Commercial bank credit business is more stringeam online loans, and the application
process is more complicated. The loan recipieganerally those who have the ability
to repay the principal and interest on time andehaw bad credit records. Although

‘credit’ is the main credential for credit busingbsfore this business, commercial banks
will evaluate the applicant's credit report, sallenyel, asset status and other aspects, and
the evaluation will directly affect the outcome tfe applicant's credit application.
Although each online credit platform has differapiplication conditions, online loans
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still highlights its advantages. According to ttewms released by Netflix, the application
requirements for small loans mainly include salage and personal credit, but there are
also platforms where you can borrow with just andérd. Overall, applications for
online loans are faster and more lenient than tfmseommercial bank credit.

5.2. Security

The regulatory mechanism of commercial banks ischfg perfect. At the consumer
level, the safety of commercial bank credit fundshigher than all online loans, and
commercial banks have complete disclosure of varinformation and more transparent
processes. As China's regulatory system for omdinding is not perfect, resulting in the
existence of many P2P platforms in the online legdndustry that practice fraud in the
name of fund raising. At present, the disclosurerarious kinds of information in the
online lending industry is incomplete and the antiodty is difficult to examine, and
users cannot accurately identify potential risks.gkneral, commercial bank credit is
more open and transparent than online lending aadhitgher security.

6. Conclusion

Commercial banks have high security of credit fuadd transparent processes, while
online loans in the context of the Internet haves lapplication thresholds and fast
lending speed. However, for consumption, especiaftgr the emergence of Internet
financial derivatives, the credit business of thginal commercial banks is facing a
great threat. The rapid development of third-papgyment platforms for online
microfinance products has also slowed down the tirad¥ commercial banks' credit
business. In short, the emergence of online lendinducts has formed a new challenge
for commercial banks.
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