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Abstract 
Driven by the rapid development of the national economy, per capita disposable income 
has also increased greatly, and consumption plays a more important role in driving 
economic growth, which is of profound significance to improving China's overall 
strength and developing the economy. Therefore, under the background of national 
economic structure transformation and optimization, consumption-driven development 
has always been the focus, especially the growth of domestic demand. With the support 
of technological progress such as mobile payment, "Internet + consumer finance" has 
become an important industry, exerting a significant impact on the development of the 
financial industry. Under the current situation, although the Internet consumer finance 
industry has broad development prospects, the market potential needs to be further 
explored and many problems need to be solved due to the influence of policies and the 
overall economic environment. Among them, access to funds has become a priority for 
Internet consumer finance companies to solve the problem. In this context, asset 
securitization came into being. Although asset securitization started late in China, it is 
still favored by various industries and develops rapidly. In recent years, asset 
securitization has become an important financing tool for Internet consumer finance 
companies. 
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1. Introduction 

1.1. Research Background and Significance 
1.1.1. Research Background 
Since entering the new era, we have noticed that the first operating product of asset 
securitization is the mortgage-backed securities issued by American government credit 
guarantee in 1980s. Up to now, the process of asset securitization has been more than half a 
century. Its development and changes are mainly reflected in two aspects: First, the scope of 
the underlying assets has been greatly expanded; Second, its development scope has rapidly 
spread from the United States to all parts of the world. 
1.1.2. Research Significance 
At present, Internet finance is booming, and many enterprises have started asset securitization 
financing channels one after another. But considering the results of practice, how much benefit 
is there? What's the risk? All these problems are worth studying and analyzing. Therefore, how 
many benefits can the asset securitization operation products bring to all major, medium and 
small participants? In particular, it can bring benefits to the original owners. Such research can 
provide reference for Internet consumer finance enterprises that are preparing to issue asset 
securitization, and it can also provide operational guidelines on how to carry out asset 
securitization business, and analyze and study the benefits and risks of asset securitization. It 
is also conducive to the smooth issuance and operation of asset securitization products. 
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1.2. Literature Review 
(1) Related research on asset securitization. 
He Dexu (2001) explained the concept of asset securitization for the first time, but lacked the 
explanation of issuer and trustee. Set the behavior of issuing debt products supported by asset 
pools in the capital market through special purpose tools and credit enhancement means in 
pools with some common characteristics. On the benefit of asset securitization: Zheng Li 
pointed out directly for the first time,Obviously, due to various behaviors of asset securitization, 
it is obvious to assemble assets with low liquidity but obviously expected cash flow in the future, 
and it is necessary to accurately construct various securities portfolios of different sizes and 
scales to meet the different preferences of large, medium and small investors.Zhang Xiaoli 
(2003) proposed that asset securitization improves the liquidity of non-performing assets, 
reduces the non-systematic risks of banks and obviously improves the operating efficiency of 
banks. Yu Fengkun (2007) pointed out that at the present stage in China, it is also obvious that 
vigorously promoting the reform of asset securitization operation behavior can greatly 
alleviate the financing difficulties of various types of enterprises. 
(2) Research on Internet Consumer Finance. 
Ye Xiangrong (2013) found that the increasingly vigorous development of the Internet naturally 
has an increasing impact on the economy and finance, and the online consumer finance market 
is also increasing, which has improved the more productive market efficiency in China. Liu Luke 
(2016) and Liu Yang (2016) classified the Internet platforms, and considered that there are 
obvious credit risks in various types of platforms.Li Mingming (2019) used the analytic 
hierarchy process of particularity to evaluate the financial risk of consumers. He was surprised 
to find that the biggest risk was credit risk, followed by regulatory risk. Therefore, it is 
necessary to establish a good credit environment to ensure the soundness of relevant laws, 
regulations and systems. In short, for all types of large, medium and small companies, The time 
is ripe for the company to push forward the asset securitization slowly and vigorously. In China, 
vigorously promoting the operation of asset securitization can obviously alleviate the financing 
difficulties of SMEs. At present, China is still in the initial development stage of asset 
securitization, which requires the joint efforts of all parties, and it is impossible to rely solely 
on the efforts of companies. It also needs government assistance and multi-party participation. 
The assets themselves are strong enough to support high credit rating without initiating 
lenders. Although many investors may not be able to carefully inspect and evaluate assets, one 
or more rating agencies will do so, a specialized, high-rated financial institution that provides 
its own guarantee. 

2. Related Concepts and Theoretical Basis 

2.1. Connotation of Internet Consumer Finance 
Internet consumer finance platform has attracted much attention because of the advantages of 
third-party payment and consumption scenarios. Compared with traditional financial 
institutions, it is more decentralized, flexible and time-saving. At the same time, the 
development of network technology makes payment more convenient, and the development of 
artificial intelligence and big data makes online approval faster and more accurate. Financial 
platform has advantages, so it needs strong support. 

2.2. Operation Process of Asset Securitization 
Generally speaking, a complete asset securitization operation project process needs the 
following steps: 
1) The original asset owner should choose the asset portfolio with stable cash flow, and then 
accurately form the asset pool. 
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2) Set SPV,SPV, which plays an important role. Sponsors sell their assets to SPV to isolate risks 
in the name of SPV. 
3) The assets are completely isolated, so that they will not influence each other. 
4) Credit enhancement. Whether internal or external, it greatly improves the solvency and 
security of securities, improves the quality of securities, and meets the financial, regulatory and 
accounting requirements of issuers. 
5) Credit rating. Credit rating agencies examine various legal compliance contracts and financial 
statements to comprehensively judge the credit rating of securities. 
6) Issue securities. 
7) All parties should actively participate and pay the sponsor the price of the basic assets to be 
put into the basic asset pool. 
8) Follow-up management and supervision of the asset pool. 
9) Liquidation of securities. 
 

 
Figure. 1 Flow chart of asset securitization operation scale service 

2.3. Theoretical Basis 
2.3.1. Risk Isolation Theory 
The risk isolation theory obviously makes it unnecessary for investors to bear all risks for the 
project sponsors. Risk isolation mechanism protects asset securitization participants by setting 
up SPV and actual selling. The risk isolation effect is extremely effective. Investors with low 
tolerance may choose to stabilize the underlying assets, thus optimizing the company's asset 
structure. Make the company's operation more efficient. 
2.3.2. Theory of Asset Reorganization 
Asset reorganization refers to the way that an enterprise reorganizes its assets in a specific way 
and sells them as securities, thus financing funds. The asset restructuring process includes 
selling the basic assets to the plan manager and replacing the less liquid assets in the internal 
portfolio with more liquid assets. Although most companies will generate stable cash flow in 
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the future, the existence of a large number of assets with low liquidity (such as accounts 
receivable) affects the liquidity of the company. Therefore, the asset securitization process to 
solve this problem is to reorganize assets similar to accounts receivable, and select and 
reorganize assets with poor liquidity to form basic assets. At the same time, The choice of assets 
in the asset pool is also an important factor, because its quality directly affects the issue scale 
and solvency. In fact, the essence of the principle of asset reorganization is to pay attention to 
the use efficiency of assets, so as to improve the financing efficiency. The theory of asset 
restructuring needs to follow four principles: first, the principle of scale, the more the number 
of underlying assets, the easier it is to form scale effect, Convenient for centralized management; 
Second, the principle of decentralization, the types of basic assets must be diversified in order 
to disperse risks; Third, the principle of measurability, which reasonably predicts the cash flow 
generated by the underlying assets through a model or some technical means, is helpful for the 
enterprise to organize fund management. 
2.3.3. Credit Enhancement Theory  
The credit enhancement theory simply means that the issuers of asset securitization products 
upgrade their products in order to gain the trust of different types of investors, large, medium 
and small. The issuers use financial instruments to improve the credit level of products, thus 
improving the guarantee services and attracting investors to buy. Essentially, Credit 
enhancement means that the sponsors of asset securitization provide credit guarantee to 
stakeholders involved in trading activities according to their own responsibilities and ability to 
resist risks. Asset guarantee obviously increases investors' confidence in buying, because 
external credit enhancement institutions have high credit rating and financial stability. 
However Guarantee fees and service fees are often paid according to the maximum risk, which 
increases the cost of issuing securities. The internal upgrading method is also accurately 
realized through the operational structure of the asset securitization business itself. The asset 
securitization operation project is to grade the products. Generally speaking, in order to protect 
the interests of priority buyers, Issuers buy inferior products with poor credit. Internal 
upgrading can effectively save the cost without considering the cost of guarantee. 

3. Development Status of Internet Consumer Financial Assets 
Securitization Service 

3.1. Internet Consumer Finance Development Status 
3.1.1. The Industry Continues to Develop 
In recent years, China's Internet consumer finance has developed rapidly, and its service 
customers are mainly for individuals and families. In the new development period, people's 
demand for commodities will also be continuously met. And put forward regulatory 
requirements in terms of regulatory standards and operation specifications. Subsequently, a 
series of policies began to support financial elements to enter the consumer industry, and the 
consumer finance model was born. After 2014, several major departments launched consumer 
financial products such as short-term microfinance and installment loans. 
3.1.2. Slow Down the Growth of Lending Scale 
Behind the rapid growth, there have also been violent collection incidents. Although these 
measures will regulate the development of the industry in the long run, they will obviously 
hinder the growth of Internet consumer finance loans in the short term. 
3.1.3. Industry Development is Gradually Standardized 
Internet consumer finance has unique attributes. Compared with traditional financial 
consumption, it is more risky. Basically, it will be rectified after an accident. P2P online lending 
platforms have exploded frequently in recent years, and many departments began to rectify 
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bad platforms and encourage benign exits. A lot of bad platforms have withdrawn from the 
market, Obviously, the industry is further developing towards standardization. 

3.2. Internet Consumer Financial Asset Securitization Development Status 
3.2.1. The Singular Number of Issuance Increased Steadily. 
Since China restarted the pilot program in 2012 and introduced the filing registration system 
in 2014, China's asset securitization business has also entered a golden age of rapid growth. 
From 2014 to 2018, the number of asset securitization issues of the company increased from 8 
times to 699 times, and the issue scale increased from 40.083 billion yuan to 956.405 billion 
yuan. The securitization of corporate assets has gradually occupied a dominant position in the 
market. 
3.2.2. The Scope of Basic Assets is Constantly Expanding. 
Traditional consumer finance and P2P consumer microfinance are mainly aimed at fixed-
income and white-collar customers, e-commerce consumer finance payment services are 
mainly aimed at online shopping users, and student consumer finance services are obviously 
aimed at college students. The basic underlying assets used by JD.COM IOUs and Ant Flower 
Garden to implement asset securitization are all consumer financial assets. With the continuous 
development of securitization of consumer financial assets, the scope of assets in the asset pool 
of consumer financial assets-backed securities is obviously expanding. 
3.2.3. Risk Control Capability Needs to be Strengthened. 
In the process of securitization of Internet consumer financial assets in China, the risk is mainly 
prevented according to the participants' fulfillment of relevant responsibilities. However, many 
measures to prevent and control risks have not played a significant role, and the coercive force 
at the legal level is insufficient. 

4. Suggestions on Promoting the Development of Financial Asset 
Securitization  

4.1. Design Asset Securitization Products According to the Characteristics of 
Internet Consumer Finance 

There are many kinds of securitization products of consumer financial assets, obviously 
because of the uniqueness of their underlying assets, they also have unique designs. The shelf 
issuing system is an independent system, which can issue multiple refinancing with a single 
approval. They are all aimed at all kinds of Internet consumer financial products, They are not 
only small in amount but also very frequent. There are still many imperfections in China's 
financial market, and there is no derivative market like credit default swaps, which will cause 
securities holders to suffer losses to a great extent. The above two points make the risk of 
transaction loss high. Therefore, it is natural to lower the investment threshold and increase 
market activities. Reducing the mechanism of entering this market will enable more investors 
with specific assets to enter, on the one hand, it will increase people's investment choices, on 
the other hand, it will increase liquidity. 

4.2. Improve the Risk Control System According to Product Characteristics. 
It is necessary to design according to the product's own characteristics and constantly improve 
the risk control system. SPV mechanism is usually not established in OTC securitization market, 
and it is difficult for all participants to maintain their independent status. Therefore, once there 
is a legal dispute over financial matters, the repayment interests of investors in asset 
securitization products will also be infringed due to unclear responsibilities of individuals. To 
formulate prepayment measures, Avoid too much prepayment to affect the operation of asset 
pool. It is necessary to design according to the products specially, and to improve the risk 
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control system according to the characteristics of asset securitization products. The 
development of asset securitization is very beneficial to China's financial market. Our 
government should vigorously promote it, improve the risk control system according to the 
characteristics of the products themselves, and take measures to avoid prepayment. 
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