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A. Policy Level 

Financial sector authorities can play a significant role in promoting innovation 

in the product design and delivery while addressing specific challenges and 

risks. China, adopted the “wait & see approach” with relatively few 

restrictions during the early years of the FinTech – Digital Finance evolution,  

and then started imposing and issuing regulations to better regulate the 

market, protect its customers and users, and ensure financial stability, data 

privacy and safety of investors’ money.    

BACKGROUND 

• In early 2000s: Financial Inclusion Policy with main objectives of: 1. 

Universal access to banking services 2. Productive credit for rural 

households 3. Bank credit for MSEs after which six years after the launch 

of Alipay that People’s Bank of China (PBOC) issued “Regulation 2” 

addressing: 1. nonbank digital payment providers 2. setting out licensing 

requirements and procedures 3. Setting out minimum capital 

requirements and investor requirements.  

• In 2015, PBOC the Administrative Rules addressing: 1. customer 

identification (anti-money laundering/combating terrorism) 2. Imposing 

a cap on monthly payment 3. Establishing data privacy requirements. It 

issued the Guidelines on Promoting Sound Development of Internet 

Finance: “give ample room for innovations on internet finance that can 

better serve the real economy, via mutually supporting enhancing 

supervision and regulation and encouraging innovation”. 

• 2016: Notice on Implementing the Rules for the Categorized 

Management of Individual Bank Accounts / Plan for Advancing the 

Development of Financial Inclusion (2016 - 2020) with a special focus on 

financial inclusion. 

B. Programme Level  

  N                                                                  This policy approach allowed companies like Ant Financial flourish. Launched 

in 2014, which was built on the core of Alipay Platform. It has built up a  
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Results & Impact: 

• China:  

• Investment Size: EUR 23.13 
billion (USD 25.5 billion) - 2018 

• Nonbank digital payment 
providers: 226 (2016) 

 

• Ant Financial: 

• Valuation: EUR 136.07 billion 
(USD 150 billion) 

• Alipay: 700 million Active users  

• No. of Transactions: EUR 7.2 
6trillion USD 8 trillion (2017) 

• 116 mutual fund managers on 
the platform 

 

 

 

 

 

 



 

 

 

 

 

fintech ecosystem providing innovative financial services with high quality and lower cost and greater accessibility, 

ranging from payment, investment, financial management, micro lending to insurance and credit scoring.  Ant 

Financial business model is based on the data collected from different business units allowing Ant Financial to better 

understand customers’ financial behaviors and needs, accordingly enabling Ant Financial to better manage risks 

and to identify products specifically tailored to customers’ needs. 

C. Action Level 

Mobile Payment System – Alipay (2004): facilitates payments on the e-commerce platforms of Alibaba. It works 

as an “escrow account” by which payments are released to sellers after the client’s satisfaction confirmation, 

addressing the issue of lack of trust between buyers and seller. 

Ant Financial Internet Based Micro-Lending: 1) Financing for online store operator: determines the credit scores 

of store owners based on the shoppers’ comments. Loans are directly released by Alipay, allowing merchants to 

cover their short-term financing. 2) Consumer lending for online shoppers: “Ant Check Later”, assesses the 

creditworthiness of applicants through utilizing the big data and based on results loans will be disbursed, and 3) 

Small loans to agricultural households: loans to farmers, usually used for seeds, fertilizers and other inputs used for 

production; goods sold on e-commerce platforms generate revenues allowing repayment of the loan.  

Internet Banks: “MyBank” which was licensed in 2015, is one of the early lenders with no physical branches. The 

business model is based on big data (trading history of Alibaba’s users) and described as (3-1-0): loan application in 

three min., approving (or not) in one second and zero human intervention. 

 

Innovative and Revolutionary Step Change 

• Chinese regulatory authorities adopted the “wait & see” approach in the first years of the fintech revolution 

with relatively few restrictions. Observing the Ant Financial model evolution, they adjusted regulations, 

including but not limited to the above mentioned. 

• Regulators are considering the Test & Learn Approach: Regulatory sandboxes has more active role in 

monitoring of innovative providers and products hold promise. Hint: taking into consideration the balance 

between innovation and financial risks / Protection of consumers and investors rights / prudential risks and 

capital requirements. 

D. Key Success Factors 

• China has become as “a safe zone for start-ups” for testing new applications and ideas. 

• Adopting a balanced approach between the utilization of innovation and the financial stability through 

comprehensive cost/benefit analyses (Impact assessment). 

• The development of e-commerce has led to the emergence of new types of consumers who demand internet-

based micro lending (online shoppers and storeowners).  

• Digital finance business models in China are increasingly data-driven, large data companies with the right 

expertise have led the way (i.e. Alibaba, Tencent, JD.com)  

• A deep understanding of the unique characteristics and needs of the segments unserved and underserved by 

traditional financial institutions that enhanced the financial product design.   

This document has been prepared with financial assistance from the European Union. The 
opinions expressed herein are those of the authors and may not represent the position of the 

EU.  

 


