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Abstract 
As China's economy is in the midst of a shift towards a predominantly domestic cycle, 
supplemented by a foreign one, the people's consumption levels are very important at 
this stage. With the rapid development of the Internet, Internet finance has gradually 
stepped into everyone's view, and there have been more and more e-commerce 
enterprises in recent years. However, due to their higher operating costs, the 
development of some businesses has been hampered. In order to avoid the downfall of 
the internet economy due to the damage to most internet businesses, asset securitisation, 
a financial tool that converts hard-to-realise assets into more liquid securities at this 
stage, has allowed internet finance companies to broaden their channels for raising 
capital. This paper takes Ant Credit Pay as an example and delves into the relationship 
between asset securitisation and Internet consumer finance. Firstly, it briefly describes 
the definition of asset securitisation and internet consumer finance, followed by a 
detailed explanation of the reasons for and current status of asset securitisation in 
internet consumer finance, then a detailed analysis of the case of Ant Hana, and finally a 
summary of existing research on internet consumer finance and asset securitisation. 
Effective recommendations are made based on the advantages and limitations of Ant 
Credit Pay ABS to help Internet finance ABS develop better. 
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1. Introduction 

In recent years, the state has attached increasing importance to the development of Internet 
finance, involving the field of consumer finance as an entry point for the transformation of many 
enterprises, and Internet consumer finance has become a relatively important element of 
economic growth. However, because of the large number of attracted e-commerce and related 
enterprises, the loan costs that need to be borne by Internet finance to issue loans are too high 
for many enterprises to operate in the long term, and this is when the emergence of asset 
securitisation as a financial tool broke the bottleneck of Internet consumer finance. 
Ant Credit Pay, started asset securitisation in 2016, allowing the purpose of financing to be 
achieved through asset securitisation, which reduced the cost of financing while expanding the 
scale of financing. However, due to the late start of asset securitisation in China, the 
combination of securitisation and internet consumer finance has just taken off, leading to a 
gradual manifestation of the lack of integration between the two. 
This paper will focus on analysing the case of Ant Credit Pay, finding solutions through the 
problems that have arisen and also promoting a healthier development of the domestic Internet 
consumer market. 
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2. Asset Securitisation Overview 

2.1. Definitions Related to Asset Securitisation 
2.1.1. Asset Securitisation Meaning 
Asset securitisation is the process by which a company or financial institution combines its 
cash-generating assets and then issues a securities product backed by its cash flows for sale to 
investors. 
For the originator, securitisation is effectively a means of raising finance through the sale of a 
stock of assets. For investors, securitisation is a special bond backed by the cash flows of the 
underlying assets as principal and interest. 
2.1.2. Asset Securitisation Classification 
Credit asset securitisation, or asset securitisation in the narrow sense, can be divided into two 
broad categories, home mortgage securitisation (MBS) and asset-backed securitisation (ABS), 
depending on the type of securitised asset that generates the cash flows. The difference lies in 
the fact that the underlying assets of the former are home mortgages, while the underlying 
assets of the latter are assets other than home mortgages. 
2.1.3. Purpose of Asset-backed Securitisation 
It is to optimise the asset structure of an enterprise by realising assets with low liquidity but 
stable returns (e.g. student loans) into highly liquid funds. 

2.2. Basic Asset Securitisation Process 
1) Restructuring cash flows and structuring securitised assets. The originator determines the 
securitisation target according to its own securitisation financing requirements, makes a 
prediction of future cash flows, determines the number of assets according to the securitisation 
target and finally pools these assets to form an asset pool. 
2) Forming an ad hoc trust (SPV) to achieve a true sale. 
3) Improving the transaction structure of the asset securitisation for credit enhancement. 
4) Credit rating of the asset securitisation so that investors can make reference to it. 
5) Arranging the sale of the securities for payment to the originator, at which point the 
originator's fundraising objective is achieved. 
6) Listing for trading and payment at maturity. 
 

 
Figure 1. Basic asset securitization process 
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2.3. Current Status of Asset Securitisation 
Asset securitisation in China began in 2005, was suspended in 2008 due to the US sub-prime 
crisis and resumed in 2012. As relevant authorities continued to issue supportive policies, 
China's asset securitisation market began to grow rapidly, with the number of units issued 
increasing to 2,106 by the end of 2020, and with credit asset securitisation and corporate asset 
securitisation together accounting for over 90% of China's asset securitisation market, both in 
terms of securitisation product issue size and product stock balance. 
From the second half of 2015 until 2020, the size of the corporate asset securitisation stock has 
been larger than the credit asset securitisation stock, and the gap between the two is showing 
a growing trend. Whichever way you look at it, corporate securitisation has become an integral 
part of China's asset securitisation market and still has more room for development. 
The securitisation of consumer finance assets belongs to the securitisation of corporate assets. 
In October 2015, Jingdong launched the "Jingdong White Stripe" asset securitisation product, 
which was listed on the Shenzhen Stock Exchange and was the first Internet consumer finance 
asset securitisation product in China. Subsequently, Alibaba's Ant Financial Services issued the 
"Flower Chant", and now the securitisation of Internet consumer finance assets has become the 
main form of securitisation of financial consumer assets. 

3. Overview of the Development of Asset Securitisation in China's Internet 
Finance 

3.1. China's Internet Finance Market 
Although the development history of China's Internet finance is shorter in time than those of 
developed economies in Europe and the United States, the development history of China's 
Internet finance is shorter in time than those of developed economies in Europe and the United 
States, but in terms of development depth, China's Internet finance has been at the forefront in 
terms of the types of development, popularity and convenience. 
The emergence of Internet financial instruments such as balance funds, P2P network lending, 
Jingdong White Stripe, and Ant Chanting has further set off a wave of Internet finance. However, 
the boom was accompanied by risks. In 2016, the Central Bank issued a document to conduct a 
risk survey of Internet finance, and by then, China's Internet finance began to shift from 
disorderly development in scale to high-quality development. 

3.2. Analysis of the Current Situation of Asset Securitisation under Internet 
Finance 

1) Diversification of initial promoters 
In October 2015, the first Internet consumer finance asset securitisation product issued by 
Jingdong signified the beginning of the securitisation of Internet consumer finance assets in 
China. With more and more successful cases of securitisation of Internet consumer finance 
assets, relatively small Internet consumer finance companies have also ventured into this field, 
making the initial originators of Internet consumer finance asset securitisation showing a. 
The trend is towards diversification. The main ones include: Ant Financial Services, Jingdong 
Mall, Instalment, Xiaomi, Baidu and Where to Go. This not only provides more room for 
securities investors to choose, but also promotes the further development of China's Internet 
consumer finance asset securitisation. 
2) Gradual expansion of issue scale 
According to Wind and CNABS, a total of 2,229 products were issued in the asset securitisation 
market in 2020, with a total issue size of RMB3,070.721 billion, up 55.77% and 32.00% 
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respectively year-on-year. Among them, a total of 596 Internet financial asset-backed securities 
were issued in China, with a total amount of RMB 1,365,925 billion. 
3) Gradually increasing product grades 
With the development of the market, the proportion of ABS products with high credit ratings is 
increasing, and the Chinese Internet consumer finance ABS market has become safer and more 
regulated. 
According to the data, the scale of AAA-rated products rose from 72.55% in 2016 to 89.14% in 
2019, while the proportion of AA-rated products declined year on year. The reason for this may 
be that the quality of the underlying assets has improved, resulting in a higher credit level of 
asset securitisation, which will attract more investors and contribute to the future market of 
internet consumer finance. 

3.3. Motivations for Asset Securitisation under Internet Finance 
1) Revitalising assets to solve the problem of capital shortage 
Internet consumer finance companies are relatively late starters compared to consumer 
finance companies and have relatively poor credit, making it difficult to obtain loans from banks, 
and the funds needed are usually those invested by shareholders. However, with the gradual 
expansion of Internet companies' business in consumer finance, Internet consumer finance 
companies need more and more capital, and the existing capital of the companies cannot 
support the companies to carry out their services in the long term. For this reason, the 
emergence of asset securitisation has effectively solved the problem of capital shortage in the 
course of operations. 
Internet consumer finance companies have a large number of illiquid accounts receivable, 
which will lead to a decrease in the current ratio and cash ratio of the enterprise, thus leading 
to a break in the capital chain and causing financial risks for the enterprise. Asset securitisation 
transforms accounts receivable that are difficult to circulate in the market into securities that 
can be circulated, so as to achieve the purpose of revitalising the enterprise's assets. 
2) Reduce financing costs 
Domestic banks are strict in examining borrowers' qualifications, and new Internet enterprises 
like Ant Credit Pay face more risks. 
The new Internet companies like AntPay are exposed to many risks and have low credit ratings, 
making it difficult to obtain lower cost funding through traditional channels. 
Asset securitisation is a solution to this problem. 
The securitisation process involves a true sale of the underlying assets by the original equity 
owner to the SPV, which separates the securitised product from the business risks of the 
original equity owner. Moreover, the SPV also adopts certain credit enhancement measures to 
credit enhance the securitised products, so that the senior securities can obtain a higher credit 
rating, which enhances the attractiveness of the securitised products to investors. 
In turn, it reduces the cost of obtaining funds for financing enterprises. 
3) Optimising the asset and liability structure of enterprises 
The securitisation of assets takes the form of off-balance sheet financing, whereby the original 
equity holders transfer the securitised assets off-balance sheet, thereby improving the asset 
and liability management capabilities of the enterprise and optimising the financial position of 
the enterprise. 

4. Case Study - Ant Credit Pay Case Study 

4.1. Background of the Securitisation 
1) Corporate background 
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In 2014, Ant Financial Services officially launched the Ant Credit Pay consumer loan product. 
Individuals aged 18 or above can apply to open it and will be granted a credit line by Ant Credit 
Pay after the application is approved, ranging from $50 to $50,000. The advent of Ant Credit 
has shattered the traditional frugal view of spending money. 
However, while it has provided consumers with instalment services, it has also accumulated a 
huge amount of receivables, which need to be converted into capital flow to support the 
business. But borrowing from banks is generally not large enough, and issuing shares or bonds 
is expensive, so with this in mind, ABS came along to solve Ant Credit Pay's financing problem. 
The Ant Group's strength in numbers, which is the key to his success, and the concept of 
financial innovation, which is far superior to similar types of groups, has allowed the Ant Group 
to circumvent the framework of financial regulation to a certain extent, allowing it to reach a 
credit scale of RMB 2.15 trillion in a short period of time. And the huge short-term credit scale 
got the attention of the central bank. on 20 July 2020, the central bank issued an "Urgent Notice 
on the Investigation of Online Joint Consumer Loans", in which the central bank began to pay 
attention to the regulatory issues that existed with Ant Group. on 3 November 2020, the SSE 
issued an announcement stating that Ant Group's original application to be listed on the SSE's 
Science and Technology Board on 5 November 2020 was put on hold. 
2) Industry Background 
In 2009, China first announced the launch of a pilot consumer finance company, which has 
further upgraded financial services and can meet the consumer finance needs of various 
consumer groups to a certain extent. With the launch of Jingdong White Stripe and Hua Chant, 
the application platform provided users with different credit limits for consumption on the 
platform through internet big data analysis, turning step by step into a living force in consumer 
financial services. 
As shown in the chart, the total size of credit ABS in China is on a rising trend. Consumer finance 
in China is developing very rapidly. With the gradual improvement in living standards and the 
development of technology, it is important for Ant Credit Pay to follow the development of the 
industry, improve its competitiveness and provide a higher quality of service while maintaining 
the status quo. 

4.2. Introduction to the Ant Credit Pay Asset Securitisation product 
Ant Credit Pay ABS are classified as AAA, AA+ and subordinated securities based on the 
difference in risk exposure and expected return. The AAA and AA+ rated securities are listed on 
the SSE, while the subordinated securities are fully owned by the original equity holder, 
Chongqing Ant Micro Microfinance Co. 

4.3. Analysis of Core Elements 
1) Genuine sale of underlying assets 
The title of the underlying assets belonged to Ants Microfinance before the implementation of 
the special plan and after the launch of the special plan, the title of the underlying assets was 
transferred to the SPV in accordance with the Asset Purchase and Sale Agreement. finally, all 
business transactions between Ants Microfinance and the SPV had to be completed in the open 
market. Through the true sale of the underlying assets, the possible future business risks or 
insolvency risks of Ant-Microbial are separated from the asset-backed securities, thus ensuring 
that the trading credit of the asset-backed securities is not affected by Ant-Microbial. 
2) Insolvency risk segregation 
Isolation from the inherent assets of the original equity holders means that the underlying 
assets are sold to the SPV by Ant Credit Pay Microloan, so that the operational risk or insolvency 
risk that Ant Credit Pay Microloan may face afterwards is isolated from the securitised products, 
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thus making the trading of the securitised products unaffected by the operational risk of Ant 
Credit Pay Microloan. 
Isolation from the inherent assets of the security investor means that the security investor 
acquires ownership of the securities by paying subscription capital. The investor is entitled to 
the special scheme returns of the securities and also bears the corresponding risks, but the 
investor has no direct link to the special assets. 
Segregation from the inherent assets of the scheme manager and custodian bank means that 
the subscription funds received by the SPV from the investors are held in a special scheme 
account set up by the custodian bank, which is separate from the inherent assets account of 
Deppon Securities and also independent of the custodian bank's own assets account. 
3) Credit enhancement treatment 
The Ant Credit Pay Asset Backed Special Programme adopts an internal credit enhancement 
approach, including cash flow overlay and a senior/subordinated structure. By setting up a 
tiered structure for the securities, the senior securities were given a higher credit rating, thus 
attracting more investors in the securities. 

4.4. Basic Process 
The SPV selects suitable underlying assets according to the financing needs and manages them; 
the SPV will credit rate the securitised products and those that meet the requirements and the 
issuance criteria will be listed on the SSE, such as AAA/AA+ rated securities, which will be 
subscribed by qualified investors; this also includes accounting opinions issued by accounting 
firms, legal opinions issued by law firms, and credit ratings from the credit rating agencies. 

4.5. Risk Analysis 
1) High leverage of the original issuer 
The original equity holders are often exposed to strong regulatory policies due to the unique 
nature of their own business, their poor ability to resist risk, limited borrowing capacity and 
high borrowing leverage. 
2) Declining quality of underlying assets 
Ant Credit Pay relies on the Sesame Credit score to screen borrowers and judge credit limits, 
but the Sesame Credit rating only reflects whether and to what extent the platform is in default, 
and the credit evaluation made on borrowers has a short-term character, so it cannot 
comprehensively evaluate the creditworthiness of borrowers. 
3) Poor liquidity of asset-backed securities 
The turnover rate, also known as the turnover rate, refers to the frequency with which stocks 
and bonds change hands in the market during a certain period of time, and is one of the most 
important indicators of the liquidity of stocks and bonds. Although the annual turnover rate of 
asset-backed securities in China is on the rise, it is still at a low level compared to the overall 
turnover rate of the bond market. 
4) Inadequate information disclosure system 
China's corporate asset securitisation is still at a developmental stage and there are still many 
deficiencies in the information disclosure system. This has resulted in investors in securities 
not being able to understand the dynamics of the asset pool in a timely and accurate manner, 
which will reduce investors' motivation and is detrimental to the future issuance of asset-
backed securities. 
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5. Insights and Recommendations from Ant Credit Pay 

5.1. Improve the Credit Rating System 
Nowadays, information asymmetry is a common phenomenon, and investors' choice of asset-
backed securities is mainly based on credit ratings made by professional rating agencies. 
Therefore, the state should put the improvement of the credit rating system in an important 
position and establish a complete credit rating system. 

5.2. Enhance Secondary Market Liquidity 
At present, due to the small number of investors meeting the access criteria and the fact that 
the various trading venues are fragmented from each other, there is a clear lack of liquidity in 
the secondary market for internet consumer finance asset-backed securities currently issued 
in China. 
The prosperity of the secondary market for asset securitisation products is not only conducive 
to maximising the interests of all participating parties, but also to the sustainable and healthy 
development of the asset securitisation product market. 

5.3. Improving Risk Control Capabilities 
The key to Internet finance is the in-depth mining of big data, so data information and its use 
are particularly important. Various behaviours made by people cannot escape the records of 
big data, and they will be constantly shared among each other, making it easy for potential risks 
such as fraud and false information to emerge. At present, the customer data information 
system of most internet companies is not complete enough, and is far from that of Ant Financial 
Services. Other internet companies can learn from Ant Financial Services' experience in the way 
they use big data, strengthen the collaboration and win-win situation with Ant Financial 
Services, and jointly create a database with complete information. 
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