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Table 3 Regression Results for Main Test
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Digitalization and Credit Default Risk of Consumer Finance

LIU Bai', GUO Shuyan', PAN Mengmeng’
1 School of Business and Management, Jilin University, Changchun 130012, China
2 School of Management and Economics, The Chinese University of Hong Kong (Shenzhen), Shenzhen 518172, China

Abstract: The rapid development of consumer finance is conducive to expanding domestic demand, enhancing the basic role of
consumption in economic development, and promoting the optimization and upgrading of the economic structure. With the ex-
pansion of business scale, related default events occur frequently, thus the supervision and prevention of credit default risk of
consumer finance has become a common concern of academic and practical circles. Digitalization is the process of using digit-
al technology to realize business restructuring and system upgrading, which can provide data support and technical support for
consumer financial services. Therefore, it is of great significance to explore the impact of digitalization on the credit default
risk of consumer finance to promote the high-quality development of the financial industry.

The concepts of both digitalization and credit default risk of consumer finance are integrated into the joint research frame-
work. This study uses personal consumer credit projects from commercial banks and their subsidiary consumer finance com-
panies from 2011 to 2021 as research samples. By using the fixed-effect model, the research examines the economic impact of
digitalization on credit default risk of consumer finance, explores the moderating effect of internal control quality as well as
economic policy uncertainty, and further discusses the mechanism of this influencing effect.

The study findings indicate that digitalization has a significant inhibitory effect on credit default risk of consumer finance,
especially when the quality of internal control is higher and the degree of economic policy uncertainty is lower, the risk inhibi-
tion effect is strengthened. The empirical results are still robust after a series of tests, such as changing the measurement meth-
od of independent variable, replacing the measurement method of dependent variable, changing the regression model, and ad-
justing the sample range. Moreover, the mechanism test represents that digitalization plays an inhibitory role in credit default
risk of consumer finance through the influencing channels of both “data support” and “technical support” .

The study conclusions enrich the theories related to the digitalization as well as credit default risk of consumer finance. It
represents innovative theoretical perspective in how the digitalization contributes to the risk management of commercial banks,
adding useful reference to follow-up research in related areas. In addition, the findings suggest that the financial industry accel-
erate the practice process of digital transformation, to improve the management ability of credit default risk of consumer fin-
ance and further promote the high-quality development of consumer finance business.
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