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Introduction

• Will look at a very different side of international banking - grass root banking 
models 

• Handicaps as a spring board for innovation
• Low income
• No collateral for vast parts of population
• No fixed internet connections

• Focus on bottom of the pyramid
• Leapfrogging into mobile banking (Kenya’s M-Pesa, China’s Ant Financial)
• Dynamic new business models, going well beyond traditional banking
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Top 20 technology companies

Source: Mary Meeker’s 2018 Internet Trends report
3



Ant Financial – selected facts

• Spinoff of Alibaba in 2014 
• Ant Financial world’s largest Fintech company in 3 years (on back of Alipay); Mkt 

cap today 150 Billion
• Alipay handles 54% of all non-bank retail transactions (5% of value)
• On “Singles Day” 11/11/2016

• 1.1 Billion financial transactions (value $ 17.5 Billion)
• Peak capacity 120,000 transactions/second
• 1.3 Million loans in one day; value $ 7.2 Billion

• Continuously expanding ecosystem of financial services
• Enabler, not competitor; TechFin not FinTech
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Driven by solutions to problems of the masses

• Taobao online C2C platform 
• Alipay introduced to solve trust problem – escrow
• Zhima credit scoring – microcredit to SME merchants (max $ 4000)
• Ant Credit Pay – short term credit for customers
• Mybank – internet banking service
• Ant Fortune – personal wealth management

• Continuously expanding ecosystem of financial services
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Digital technology pillars of Ant Financial strategy

Cloud 
computing

Mobile 
internet

Big 
data

Biological 
recognition

Block 
chain

AI

Core value of DT

Improve efficiencyReduce the cost Access to client 
& recognize risks
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Ant Financial’s vision

7



Credit scoring substitutes for collateral -“we know 
you but do not know who you are”

Identity
features

Ability to 
honor

Credit
history Relations

Behavorial

Encryption

Detect abnormal

Decensitized

authorization
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Automated Credit Approval Process
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Distribution of credit scores for 1.37 million Taobao firms.

Hau, Huang, Shan, Sheng (2018)



Credit scoring and broad ecosystem allow

• Dramatically lower costs (.06 % per transaction vs 3%), interest rates 
(6-20% vs 20-40%), default rates 1% vs > 2 %

• 3-1-0 application process

• Inclusiveness through geographical reach and higher SME productivity

• Substitutes information for collateral, enforcement by exclusion
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Inclusive Finance Index sorted by provinces 

Data source: “Peking University Digital Inclusive Finance Index (2011-2015)”

2011 2015

Inclusiveness - extending geographic reach
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From FinTech to FinLife

Ant Financial owns no assets; designs platforms 
to enable level playing field for service providers
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Does Ant Financial threaten banking?

• Focuses on different segment (small payments and credit)
• Credit scoring and enforcement by way of exclusion from ecosystem
• Alipay a form of private money; can be used for purchases, which makes it “legal 

tender” within system
• Traditional banks collaborating with Ant Financial (especially Alipay)

• Biggest threat (?) – MMF and wealth management products for small investors 
could drain deposits of traditional banks
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Opportunities and threats

• Big trend in transaction platforms: B2C growing at the expense of C2C, creating 
“virtual shopping malls”
• Tmall (platform for branded products)

• Ant Financial increasingly focused on governance and security issues
• Setting rules and regulations (sub-economy)

• Competing systems
• Tencent, JD Finance, Baidu creating similar ecosystems

• Ant Financial’s efforts to expand abroad
• MMF risk
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