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Research on Risk Mitigation Mechanisms of
Online Lending

Research Group of Digital Finance Research Center, Peking University

(Digital Finance Research Center, Peking University )

Abstract: The development of Internet finance plays a significant role in promoting the China’s
financial system reform, the development of digital inclusive finance and the economy
sustainability, though recently frequent debt risks have destabilized the financial system. This paper
firstly sorts out the development characteristics, the perspectives of understanding, the evolution
process and the risks of personal online lending, suggesting to mitigate the risks without delay. In
this regard, the paper analyzes the feasibility of six different ways of risk mitigation in online
lending, reaching the main conclusions as follows: Under the current risk mitigation mechanism,
it is relatively difficult for lending platforms to transform to information intermediaries rapidly,
which indicates it is not enough to guarantee the diversification of the risks in China’ s online
lending market by simply one risk mitigation method with the functions of information
intermediary. In other words, a multi—pronged risk mitigation approach should be adopted and a
new risk sharing mechanism should be explored. Therefore, it is necessary to build up an online
lending information intermediary with Chinese characteristics in light of China’s reality. In order
to construct a practical risk mitigation mechanism of online lending, we should focus on cleaning
up the problem lending platforms in the short term and preventing risks in the long term.

Keywords: Online Lending, Risk, Mitigation Mechanism
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