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ABSTRACT
ON QUALIFICATION MASTER’S WORK
« EXPANSION THE RANGE OF BANKING SERVICES TO INDIVIDUAL
CLIENTS AS IMPLEMENTATION DIRECTION OF CREDIT POLICY» OF
Wu Zhi Gang

Qualification Master's Work contains 101 pages, 8 tables, 12 figures, 83
references and 1 appendix.

Object of research is the process of banking service expansion and its
integration with financial technologies to meet the changing demands of individual
clients.

Subject of research is the theoretical, methodological, and practical aspects of
optimizing banking credit policies and implementing innovative service models to
enhance the scope and quality of banking services.

Purpose of qualification master's work is theoretical generalization and
practical development of recommendations to improve banking service expansion
through digital transformation, intelligent credit policy optimization, and customer-
focused innovations.

Tasks of qualification master's work are:

- toanalyze the current state and trends of banking service expansion;

- to identify the role of credit policies in supporting service innovations and
overcoming challenges;

- to explore the influence of financial technologies such as big data, artificial
intelligence, and blockchain on banking services;

- to examine successful domestic and international cases of banking service
expansion, including micro-level analysis;

- to propose strategic recommendations for optimizing banking credit
policies to promote service expansion;

- to forecast future trends in banking service expansion based on market
research data.

According to results of the research, banking service expansion is increasingly
driven by technological advancements, with a strong emphasis on individual customer
needs, intelligent credit risk assessment, and flexible, personalized financial products.
Financial technologies like big data and Al are vital for enhancing service efficiency
and scalability, as seen in the practices of leading institutions such as WeBank and Ant
Group.

The obtained results can be used in the strategic planning and policy-making
of banks seeking to enhance their service portfolios, improve customer satisfaction,
and maintain competitive advantages in the digital age. The findings also provide
practical insights for policymakers and financial technology firms aiming to foster
innovation and inclusivity in the banking sector.

KEY WORDS: BANK SERVICE EXPANSION; CREDIT POLICY;
FINANCIAL TECHNOLOGY; INTELLIGENT SERVICES; PERSONALIZED
FINANCE; WEIZHONG BANK
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INTRODUCTION

Modern problems in the development of the banking system revolve around the
increasing complexity of customer demands, rapid technological advancements, and
the need for financial inclusivity. These challenges require the expansion of banking
services to cater to diverse individual client needs while ensuring efficiency and
sustainability. Traditional banking models often fall short in addressing these demands
due to their reliance on static credit policies and limited integration of financial
technologies. This gap underscores the necessity of research into the expansion of
banking services, particularly focusing on optimizing credit policies and leveraging
financial technologies.

The significance of this problem indicates that innovative solutions in banking
service delivery are essential for enhancing customer satisfaction, financial
accessibility, and competitiveness in the digital era. In this connection, the study of
issues related to the expansion of banking services through digital transformation,
intelligent credit policies, and customer-centric approaches acquires special
importance. This focus determines the relevance of the chosen topic and the feasibility
of conducting research to contribute to this evolving field.

The theoretical basis of the work is the scientific contributions of domestic and
foreign researchers, including works on digital banking, credit policy optimization, and
financial technology integration. Scholars such as Philip Kotler, Thomas Davenport,
and domestic experts like Weijian Shan have laid important foundations in related
fields. However, paying tribute to these contributions, it should be noted that issues
surrounding the integration of credit policies with modern financial technologies and
their application in individual client services remain insufficiently researched.

This gap emphasizes the importance of exploring innovative strategies for
banking service expansion, as detailed in Section 3 of this work. Key aspects such as
leveraging big data for credit evaluation, implementing Al-driven service models, and

adopting embedded finance systems provide a comprehensive framework for



7
addressing this issue. The importance of this question determined the choice of the
topic and shaped the goal, tasks, logic, and content of the research.

The purpose of this work is to generalize the theoretical foundations of banking
service organization, reveal the current practices in expanding service offerings, and
identify ways to enhance this process through systematic evaluation and innovative
recommendations.

To achieve the set goal, the following tasks are solved in the work:

- the role of credit policies in supporting banking service expansion was
investigated,;

- the relationship between financial technology integration and service
efficiency was justified;

- the process of banking service digitization and its impact on customer
satisfaction was considered;

- the innovative service models such as embedded finance and social
banking were explored,;

- the current state of individual client demands in banking services was
analyzed;

- recommendations for optimizing credit policies and service strategies
were suggested.

The object of the research is the process of expanding banking services, focusing
on the integration of credit policies and financial technologies to improve individual
client satisfaction and accessibility.

The subject of research is the theoretical, methodological, and practical aspects
of banking service delivery, particularly in optimizing credit risk assessment, financial
product customization, and leveraging technological innovations.

A number of general scientific and special research methods were used in the
work, namely:

- Logical generalization and analysis: applied to identify trends in banking

service expansion and customer demands ;



- System approach: used to evaluate the integration of credit policies and
financial technology in service delivery models ;

- Economic analysis: employed to analyze the cost-effectiveness of various
innovative banking services ;

- Mathematical statistics: utilized for forecasting trends in banking service
expansion over the next five years ;

- Theories of optimal solutions: applied to develop recommendations for
improving credit policies and service efficiency ;

- Formalization and modeling: to create a visual model of customer-centric
credit policy optimization .

The scientific novelty of the qualifying master's work consists in:

1. The development of an integrated framework for using financial technologies
to optimize banking credit policies.

2. Substantiating the feasibility of embedding financial services into non-
financial platforms to increase service accessibility.

3. Proposing a customer-centric model for service delivery that aligns credit
policies with individual customer needs.

4. Providing methodological recommendations for implementing digital banking
strategies to achieve long-term growth and efficiency.

The information base of the research includes data from credible sources such as
the China Banking Regulatory Commission, the World Bank, Ant Group's reports, and
other statistical sources. These data support the analysis and provide evidence for the

proposed strategies, ensuring the research's relevance and practical applicability.



CHAPTER 1
BACKGROUND AND RESEARCH SIGNIFICANCE OF BANKING SERVICE
EXPANSION

1.1 Definition and Classification of Banking Services

Banking services have traditionally been defined as a variety of financial
products and services provided by banks to individual and corporate customers,
including but not limited to deposits, loans, payment settlements, foreign exchange
transactions, and wealth management. The core function of these services is to facilitate
the flow of funds, risk management, and effective allocation of resources through the
intermediary role of banks. Traditional banking services mainly focus on providing
credit products and managing deposits, and mostly rely on physical branches and face-
to-face customer interaction Ilomuika! /[xepesno nocujaiaHHs He 3HAIEHO..

With the advancement of technology and changes in customer demands, the
banking industry has undergone tremendous transformation, especially driven by
digitalization and financial technology. Traditional banking services are developing
towards more diversified, personalized, and intelligent directions. The traditional
banking service model, where banks provide services to customers through branches
or phone calls, is gradually being replaced by a service model based on online
platforms. This transformation is not only reflected in the changes in service channels,
but more importantly, the content of banking services and customer needs have
undergone fundamental changes.

In the traditional model, the core content of banking services includes deposits,
loans, payments, settlements, and wealth management. Among them, deposits and
loans are the main business of banks, which provide customers with financial services
such as savings and loans by absorbing deposits, forming the foundation of banking

business. In addition, banks also provide customers with services such as fund transfer
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and settlement through payment and settlement services, supporting the normal
operation of the social economy IMomuika! /I:kepesio mnocuJIaHHs He 3HaiiieHo.. B
anks generally rely on physical branches and counter services when providing these
services, and customers usually need to be present in person to handle business, which
makes the bank's services subject to certain geographical and time limitations.

In recent years, the traditional model of banking services has undergone
significant transformation, especially with the development of Internet technology and
financial technology, banks have begun to develop from traditional physical outlets and
thesis-based transactions to electronic, digital and intelligent. New service models such
as digital banking, mobile banking and Internet banking emerged as the times require.
Banks began to provide customers with financial services anytime and anywhere
through mobile applications, online platforms, automated equipment and other means
IMomuuka! /[epeso mocuiaanHs He 3HaiigeHo.. This transformation not only 1
mproves service efficiency, but also reduces operating costs, enabling banks to provide
convenient services to a wider customer base.

Digital transformation makes banking services more personalized and
customized. Through technologies such as big data analysis and artificial intelligence,
banks can provide customers with accurate credit evaluations, personalized loan
products, and investment advice. For example, based on customers' credit records,
income levels, and consumption habits, banks can launch loan products that meet
individual needs and simplify the approval process on the basis of thesisless operations,
greatly improving customers' experience and satisfaction IMommaka! /I:kepeno n
OCWJIAHHA He 3HAH/ICHO..

The rise of Internet finance has further promoted the transformation of banking
services. The scope of traditional banking services is gradually expanding, and in
addition to basic deposits and loans, more innovative financial products and services
are constantly emerging. P2P lending platforms, third-party payment platforms,
crowdfunding platforms, etc. have all provided strong market competition pressure and
technological innovation impetus for the banking industry. Under this background,

banks have to accelerate their own transformation and innovation, gradually integrate
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their own businesses with Internet finance, and promote the development of banking
services from traditional financial models to more intelligent and convenient directions.

The development of financial technology has also made banking services no
longer limited to a single loan and deposit business, and the types of products and
services are more diverse [lomuika! /[xepesio nocujianHs He 3HaliieHo.. Innovative s
ervice models such as intelligent wealth management, blockchain technology
applications, and robot advisors are becoming new growth points for banks. Traditional
banks not only rely on physical branches, but also begin to provide various cross-border
financial services to individual customers through digital channels, from wealth
management to insurance, from loans to payment settlements, and more.

The transformation of banking services is not only reflected in the updating of
service channels and technological means, but more importantly, banks are beginning
to pay attention to the personalized needs of individual customers Iomuuka! /I
JKepeJsio mocuJIaHHsl He 3HaiaeHo.. With the diversification of customer groups and
the increasing demand for financial services from consumers, banks need to provide
more diversified products and services. For example, in terms of personal wealth
management, banks are no longer just providing simple savings and loan products, but
have also launched comprehensive services covering investment and wealth
management, risk management, tax planning, and more. In addition, with the rise of
consumer finance, banks have gradually introduced innovative products such as
consumer credit and installment payments to meet consumers' needs for flexibility and
convenience.

The personalized trend of banking services has been further developed under the
promotion of Internet financial platform and big data technology. Banks can accurately
provide customized financial products to customers by analyzing their financial
behavior, income status, and consumption habits.

The traditional definition and transformation process of banking services reflect
the profound changes experienced by the banking industry in response to market
changes and changes in customer demand. From traditional deposit and loan services

to today's digital banking and intelligent services, the scope and forms of banking
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services have greatly expanded Ilomunka! /[;kepesio nocusianusi He 3Haiigeno. . With t
he advancement of technology, the banking industry has not only improved service
efficiency, but also made services more diversified and personalized.

This transformation not only brings new development opportunities for banks
themselves, but also provides more convenient and rich financial services for
individual customers. However, banks also face a series of challenges in the process of
digital transformation. How to solve these challenges and further promote innovation
in banking services will be the key to the future development of the banking industry.

In this context, this thesis will delve into the impact of bank service expansion
on individual customers, particularly how to optimize the bank's credit policies to
promote further personalization and diversification of bank services, thereby providing
more accurate financial products and services for individual customers.

Next, we will explore the main types of banking services and their current
situation of expanding to individual customers.

The types and contents of banking services continue to evolve with economic
development, technological progress, and changes in market demand. Under the
framework of traditional banking services, banks mainly provide basic financial
services such as deposits, loans, payment settlement, and wealth management.
However, with the complexity of financial markets, the diversification of individual
customer needs, and the rapid development of technology, the types of services
provided by banks have gradually expanded towards more personalized, customized,
and digitized directions.

The first one is in terms of deposit services.

Traditional deposit services are one of the most fundamental businesses of banks.
Banks provide customers with savings and fund management services by accepting
deposits. According to different types of deposits, they can be mainly divided into
current deposits, fixed deposits, and savings deposits. These deposit products are
characterized by stability, safety, and strong liquidity, which can meet the short-term
savings needs of individual customers.

With the changes in market demand, bank deposit services have also undergone
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corresponding changes Ilomuika! /[>kepesio nocuianns He 3HaiaeHo.. For example, 1
n order to attract more customers' capital inflows, banks began to launch fixed deposit
products with higher interest rates and online deposit services in cooperation with
Internet financial platforms. Especially in the context of mobile payments and
electronic banking, traditional bank deposit services are gradually developing towards
online and intelligent directions. Customers can easily manage their deposits through
channels such as mobile apps and online banking.

However, it should also be noted that banks face some challenges in expanding
their deposit services to individual customers. Due to the rapid development of
financial technology, non bank financial institutions (such as Alipay, WeChat payment,
etc.) are providing convenient electronic payment and wealth management products,
and some traditional deposit businesses are facing the loss of market share. And with
the advancement of interest rate marketization, the interest rate advantage of traditional
deposits is gradually decreasing, and banks need to maintain competitiveness through
other innovative deposit products.

The second aspect is loan services.

Loan services have always been an important component of banking business,
including personal housing loans, consumer loans, car loans, education loans, etc
IMomunka! /Izkepesio nocunanHsa He 3HaiieHo. . Banks meet the funding needs of 1
ndividual customers through loan services, while also creating a source of profit for
themselves. Traditional loan services typically rely on face-to-face customer
evaluations and thesis contracts, which have strong geographical limitations and
cumbersome operations.

With the expansion of banking services, the variety of loan products has become
more and more diversified, especially after the rise of Internet finance, the demand of
individual customers for loan products has changed significantly. Banks not only
provide traditional housing mortgage loans, but also launch unsecured consumer loans,
credit loans, etc. through the Internet financial platform. These loan products usually
have lower thresholds, convenient approval processes, and more flexible repayment

methods, which are particularly suitable for the funding needs of young people and
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small and micro business owners.

However, the expansion of bank loan services also faces many challenges.

Loan risk management has become a key issue that banks must pay close
attention to. With the increasing variety of loan products, banks need more precise
credit evaluation mechanisms to ensure the safety of loans Ilomuiaka! /Izkepeno n
OCHJIAaHHSA He 3HalgeHo. . At the same time, non-traditional financial institutions are
rapidly occupying market share through flexible loan models, which poses a great
threat to traditional bank loan business.

The third aspect is payment and settlement services.

Payment and settlement services are one of the most basic functions of banks,
traditionally achieved through methods such as bank counters, ATM machines, checks,
and remittances for fund transfer and settlement. However, with the popularity of
mobile payments and the rise of cross-border e-commerce, payment settlement services
are undergoing unprecedented changes. Banks not only need to provide traditional
transfer and remittance services, but also need to meet the convenient payment needs
of individual customers through digital payment methods.

The emergence of mobile payments, QR code payments, and various third-party
payment tools has increased the competitive pressure on traditional banks in the field
of payment and settlement services. In response to this challenge, banks have launched
mobile payment platforms, electronic wallets, and cross-border payment services to
enhance the convenience and accessibility of payment services Ilomuaka! {xxepesio i
OCUJIAHHS He 3HAWJACHO..

But there are two issues that need to be noted. First, the penetration of financial
technology companies and Internet giants into the payment market makes banks face
the compression of market share. Secondly, with the highly digitized payment industry,
network security issues have become increasingly complex. Banks need to strengthen
the security protection of their payment systems to prevent user data leakage and
financial fraud incidents.

The fourth aspect is wealth management services.

Wealth management services are a relatively advanced service provided by



15
banks to individual customers, mainly including personal financial planning, asset
allocation, insurance services, investment advisors, etc. Traditionally, banks' wealth
management services have mainly targeted high net worth clients, providing
personalized asset management solutions through a team of professional financial
advisors. With the gradual opening of the financial market, wealth management
services have gradually expanded to the low-end customer group, especially through
the Internet and mobile devices, so that more ordinary individual customers can enjoy
professional wealth management services Ilommika! [[’kepesio mocuinaHHsi He 3
HaWJAEHO..

Banks have gradually lowered the threshold for wealth management services
through digital means. For example, based on big data and artificial intelligence
technology, banks can provide customers with more accurate investment advice and
risk management solutions. In addition, banks also provide diversified wealth
management options for individual customers with different risk tolerance and
investment needs through the launch of intelligent investment advisors, wealth
management products, fund sales, and other methods.

However, it should also be noted that there is a serious problem of
homogenization in wealth management products in the market, and banks need to
continuously innovate their products and enhance their differentiated competitiveness
in services. In addition, there are differences in individual customers' understanding
and acceptance of wealth management. Banks need to improve customers' financial
literacy and wealth management awareness through education and marketing methods.

The fifth aspect is insurance services.

With the increasing diversification of financial products, banks have begun to
provide insurance products to individual customers, including life insurance, health
insurance, property insurance, etc. Traditional banks collaborate with insurance
companies to launch a range of insurance products to meet the protection needs of
individual customers in terms of health, property, and accidents Ilomunka! {xxepesno
OCHJIAHHA He 3HAH/ICHO..

In recent years, with the rapid development of the insurance market, banks'
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insurance business has been continuously expanding. Many banks have launched
diversified insurance products covering life insurance, health insurance, car insurance,
etc. through their own brands or partnerships with third-party insurance companies. In
addition, banks also provide individual customers with more convenient insurance
purchase, claims and consulting services through digital platforms, further increasing
the popularity of insurance products.

The challenges faced by banks in expanding their insurance services cannot be
ignored. Firstly, the cooperation model between banks and insurance companies needs
to be closer to ensure service continuity and improve customer experience. Secondly,
the market competition for insurance products is fierce, and banks need to attract more
individual customers to purchase insurance products through innovative product design

and marketing methods.

Table 1.1

Comparison of Traditional and Modern Classification of Banking Services

Traditional banking services

Modern banking services

Deposit service

Deposit service (digital)

Current deposit

Online deposit platform

Fixed deposit

Mobile fixed deposit

Savings deposits

Digital currency deposit

Loan Services

Loan Services (Intelligent)

Personal housing loan

Unsecured loans (credit score)

Consumer loans

Consumer loan (approved through APP)

Corporate loans

Mobile bank loan (intelligent approval)

Payment and settlement services

Payment and settlement services (digital)

Bank remittance

Mobile payment (Alipay, WeChat payment, etc.)

Electronic transfer

Instant cross-border payment service

Cheque service

QR code payment (QR code receipt)

Wealth management services

Wealth management services (intelligent)

financial products

Intelligent investment advisory services

Investment Consulting

Asset allocation plan based on big data

Insurance Services

Insurance services (digital)
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Traditional life insurance Internet insurance platform (online insurance)

property insurance Online insurance claims and management

The diversification and personalized development of banking service types
enable banks to meet the needs of different individual customers, especially in the
fields of mobile payments, consumer credit, wealth management, and innovation,
which promotes the continuous expansion of banking business IlomuJika! JIzkepesio i
ocmiiaHHA He 3HalaeHo.. However, with the rise of Internet finance and financial
technology, banks are facing increasing competitive pressure in the process of service
expansion. How to address these challenges through technological innovation,
optimizing service processes, and enhancing customer experience will be the key to
the future development of banks.

In order to better demonstrate the evolution and development of banking services,
the following compares and analyzes the classification of traditional banking services
and modern banking services through charts.

As can be seen from the table, traditional banking services usually rely on bank
outlets and counter operations, while modern banking services have undergone in-
depth transformation through digital platforms and Internet technology.

Traditional deposit services mainly rely on physical branches and passbook
management, while modern banks provide more convenient deposit services through
online platforms and mobile banking. Customers can deposit, transfer or view account
balances at any time through mobile apps. Traditional loans usually rely on a
cumbersome thesis-based approval process, and the approval time is relatively long;
Modern banks can quickly approve loans through technologies such as big data and
artificial intelligence, and even achieve unsecured credit loans and automated loan
approvals ITomusika! Jlzkepesio nocuyianHs He 3HAHIEHO. .

Traditional payment and settlement services rely on bank counters, wire transfers,
and checks, while modern payments achieve instant payment through mobile payment
and QR code payment platforms, greatly improving the convenience and efficiency of

transactions. Traditional wealth management services are provided by bank specialists
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for high net worth clients, while modern banks offer personalized wealth management
solutions through intelligent investment advisory and big data analysis, and even
introduce investment portfolios based on algorithm recommendations, lowering the
threshold for wealth management.

In addition, traditional insurance services are mainly provided through bank
counters and wealth managers, while modern insurance services are provided through
Internet insurance platforms, where customers can purchase insurance, settle claims

and manage policies online.
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1.2 Relationship between Credit Policy and Banking Services

Credit policy, as one of the macroeconomic regulation policies formulated by
the state and financial institutions to manage economic activities, control financial risks,
and promote social and economic development, occupies a core position in banking
services Ilomuaka! /I:kepesio nocusianus He 3HaiigeHno.. The main goal of credit p
olicy is to optimize resource allocation, maintain economic stability, and promote
sustainable development by adjusting the loan interest rates, credit scale, and loan
conditions of banks. Under the traditional credit policy framework, the main focus is
on banks' financing support for enterprises and government departments, while credit
services for individual customers are relatively limited.

The objectives of traditional credit policies can be summarized as follows.

Stabilizing the financial system and economic environment: The primary goal of
traditional credit policies is to ensure the stability of the financial system and avoid
economic foam and financial crises caused by excessive credit expansion. By adjusting
the loan amount and interest rate of banks, credit policies can effectively manage the
money supply, stabilize key economic indicators such as inflation rate and
unemployment rate Ilomusika! JI:kepesio nocuyIaHHs He 3HAMIEHO..

Control the scale and liquidity of bank credit: In order to prevent excessive
expansion of bank credit, traditional credit policies usually set certain credit growth
targets, requiring banks to adjust their lending scale according to the economic situation
Homuaxka! /[3kepesio nocHIaHHA He 3HAWICHO..

Promote economic structural adjustment: Through targeted credit policies,
promote the flow of financial resources to key industries or regions supported by the
state.

Preventing financial risks: Traditional credit policies also focus on reducing
systemic risks in the financial system through reasonable constraints on bank credit
activities [lomuuika! Jlzkepesio nocujianHs He 3HaiaeHo.. By controlling the risk of b

ank credit assets, ensuring that banks can maintain an appropriate capital adequacy
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ratio, and avoiding the breakage of the banking system's funding chain due to excessive
credit risk.

The structure of traditional credit policies usually consists of multiple levels and
components, mainly including five aspects.

Monetary policy tools: Monetary policy is a core component of traditional credit
policy, mainly influencing banks' credit behavior through controlling interest rates,
adjusting reserve requirements, and other means IlomuJika! JIzkepesio nocuyiaHHs He 3
HAa/IeHO..

Bank credit management: Bank credit policy is another important component of
traditional credit policy, referring to the specific operational strategies and control
measures adopted by banks in the credit process Ilomunka! /lxxepesno nocujianus e 3
Haigeno.. Traditional bank credit policies mainly adjust credit allocation by
determining loan interest rates, setting loan approval standards, and controlling the
total amount of loans. Especially in different economic environments, the credit
allocation structure of banks will be adjusted to cope with market demand and risk
changes.

Capital adequacy ratio regulation: Capital adequacy ratio is an important
indicator for measuring a bank's ability to resist risks. The traditional credit policy
ensures that banks have sufficient capital reserves to cope with non-performing loans
and systemic risks through the requirement of capital adequacy ratio Ilomuika! JI
JKepeJio MOCHJIAHHS He 3Hali/IeHo. .

Credit access and risk control: An important aspect of traditional credit policies
1s the management of credit access, which involves the screening and evaluation of
bank loan customers ITomuika! [epesio nocuiianus He 3HaiieHo.. Banks usually s
creen out customers with good credit status and strong repayment ability based on strict
credit approval standards and risk assessment models. These standards and models
often focus on factors such as the customer's financial condition, the value of collateral,
and industry prospects.

National policy credit support: In the traditional credit policy system, the

government often provides financing support to specific industries or groups through
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policy banks or government special funds.

In addition, the implementation of traditional credit policies has had a significant
impact on banking services. It mainly affects the bank's service to individual customers
in the following four aspects.

Loan interest rates and credit evaluation standards: Traditional credit policies
affect the conditions under which banks provide loans to individual customers by
setting bank loan interest rates and credit evaluation standards.

Credit scale and market competition: Traditional credit policies typically set an
upper limit on the total amount that banks can lend, forcing them to choose from limited
loan funds. This allows banks to allocate less resources to individual customer services
while providing financing to businesses and government departments.

Allocation of financial resources: Traditional credit policies often focus on
macroeconomic regulation, especially when supporting financing in specific industries

or fields, banks may overlook the needs of individual customer groups.

Table 1.2
Summary of Traditional Credit Policy Related Content

The goal of credit policy

The Structure of Credit Policy

The impact of credit policy

Stable financial system and

economic environment

Monetary policy tools

Loan interest rates and credit

evaluation standards

Control the scale and liquidity
of bank credit

Bank credit management

Credit Scale and Market

Competition

Promote economic structural

Capital adequacy ratio

Allocation of financial

adjustment regulation resources
Preventing financial risks Credit Access and Risk Limitations of Innovation in
Control Banking Business

National policy credit support

Limitations of banking business innovation: Due to the strict regulations of
traditional credit policies, banks have limited space for innovation in credit products

and personalized services. The credit evaluation of individual customers usually relies
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on a relatively single credit rating model and financial information, and banks respond
slowly to personalized needs such as small, short-term, and unsecured loans.

Overall, although traditional credit policies provide a stable framework for the
operation of banks, they to some extent constrain the individualization and scalability
of banking services, especially when targeting low-income groups, small and micro
enterprises, and young customer groups. The limitations of traditional credit policies
often make banks more inclined to concentrate resources on serving large enterprises
and government related projects, neglecting the attention to individual customer groups
IHomuaxka! /[kepesio noCUJIAHHS He 3HAWICHO..

Therefore, in actively and prudently promoting credit policy reform, especially
in expanding to the growing individual customer base, banks must adapt sensitively to
the changes in credit policies under the current new economic situation, constantly
explore and practice more flexible, diverse, innovative and pragmatic credit service
solutions, in order to better meet the personalized needs of customers and improve the
quality and efficiency of financial services.

In addition, credit policy plays a crucial role in macroeconomic regulation. It is
not only an important tool to guide the direction of the economy, but also an
indispensable key supporting force and strategic cornerstone for expanding and
deepening the scope of banking services.

Especially in providing banking services to individual customer groups,
adjustments to credit policies can directly affect the service content, scope, and mode
of banks.

With the development of the social economy, the needs of individual customer
groups are constantly changing, and banks face more complex market environments
and policy requirements when providing services to this group. In this context, how
credit policies can support the expansion of banking services, especially in the
application of individual customer groups, has become a key issue in the innovation
and transformation of banking business.

Modern credit policies are not limited to traditional functions such as adjusting

loan interest rates and controlling credit scale, but are gradually shifting their focus to
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promoting the inclusiveness of financial services, especially expanding services to
individual customer groups. Normally, credit policies support the expansion of banking
services through the following four aspects.

Lowering the credit threshold and expanding the scope of services.

With the continuous development of the economy, the financial needs of
individual customer groups are increasing, especially low-income groups, young
groups, and small and micro business owners. In order to meet this demand, credit
policies are gradually adjusting towards lowering credit thresholds and expanding
credit coverage.

Encourage innovative credit products and services.

Traditional banking services are often limited to large loans, long-term loans,
and financing for businesses, while individual customers have more diverse needs.
Modern credit policies emphasize financial innovation, especially personalized
services for individual customer groups. In this context, banks have begun to launch
more innovative credit products that meet the needs of individual customers, such as
unsecured small loans, consumer loans, mortgage loans, education loans, etc Ilomuska! /1
’Kepesio MocuJIaHHs He 3HaiineHo.. These loan products can reach more individual
customer groups, especially those with incomplete credit records and lack of traditional
guarantees.

Promote digital transformation and improve service efficiency.

The support of credit policies is also reflected in promoting the digital
transformation of banks. Digital transformation can effectively reduce the operating
costs of banks and provide more convenient financial services for individual customers
HHomuaxka! /[kepesio nocuIaHHA He 3HAWICHO..

The promotion of inclusive financial policies.

With the gradual promotion of inclusive finance policies, credit policies have
played a positive role in supporting banks to provide credit services to low-income
groups, small and micro business owners, and other groups Ilomuika! [:kepesio n
ocuJaHHsA He 3HaiaeHo.. The government encourages banks to provide financial

products to underserved groups through subsidies and policy incentives for inclusive
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finance. The inclusive finance policy reduces the credit risk of banks through measures
such as tax incentives, loan interest rate discounts, and risk compensation, thereby
encouraging banks to increase financial support for individual customer groups.

At the same time, it must be recognized that the adjustment of credit policies is
not only reflected in macro interest rates and credit scale management, but also through
specific policy tools to promote the expansion of bank services among individual
customer groups. The following are specific applications of several credit policies for
expanding services to individual customer groups.

The promotion of consumer credit.

Consumer credit is one of the important financial services provided by banks to
individual customers Ilomuaka! /I:kepesio nocujianus He 3HaiaeHo. . With the c
hanges in consumption patterns, credit policies have played an important role in
encouraging banks to expand consumer credit services. Through policy incentives,
banks can provide more flexible consumer credit products, such as credit cards,
installment payments, unsecured personal loans, etc., to meet consumers' immediate
consumption needs.

The popularization of personal housing loans.

Personal housing loans are one of the most common banking services among
individual customer groups. The government and central bank have implemented
preferential housing loan policies to encourage banks to increase their support for home
loans. Through these policies, banks can provide housing loans to more individual
customers, especially young people who are first-time homebuyers, while controlling
risks Ilomunka! Jl:xepesio nocuaaHHs He 3HANIEHO. .

Credit support for small and micro business owners and individual businesses.

Small and micro business owners and individual businesses are important
components of the individual customer group. Traditional credit policies often favor
credit support for large enterprises and projects, while neglecting these individual
customer groups. To this end, the government has introduced a series of credit policies
to help banks better serve small and micro business owners and individual businesses

by simplifying loan approval processes, reducing loan interest rates, and providing
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special funding support.

Promotion of digital financial products.

With the advancement of technology, digital financial products have gradually
become an important means for banks to expand their services to individual customers.
In terms of policy, the country continuously encourages the development and
innovation of financial technology and has introduced a series of regulations to
promote the healthy development of digital finance. For example, the government
supports cooperation between fintech companies and banks through policies to
promote the popularization of products such as mobile payments, online loans, and
digital wallets. In the process of launching these digital products, banks have gradually
relaxed loan conditions for individual customers, using technologies such as big data
and artificial intelligence to evaluate customer credit, thereby reducing credit risks and

improving service efficiency lomuiaka! /[skepesio nocujiaHHs He 3HAWICHO. .

Table 1.3
Specific support for credit policies
Support aspect concrete measure Target customer group
Lowering the Reduce credit interest rates and More individuals, especially high-
credit threshold mortgage requirements risk groups
Inclusive Provide subsidies, guarantees, and risk Underserved customers such as
financial support sharing mechanisms low-income groups and small and

micro enterprises

Financial Using technology tools such as big Promote the expansion of digital
Innovation data and artificial intelligence for financial products to individual
Incentives credit evaluation and loan approval customers

Policy subsidies Provide policy subsidies and tax Specific groups, reducing bank loan
and tax incentives risks, incentivizing the provision of
incentives customized services

In the long run, the adjustment of credit policies not only promotes the expansion
of banking services, but also drives the inclusive development of the entire financial

system. With the continuous optimization and adjustment of credit policies, banks can
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not only increase their own business income but also enhance the stability and
inclusiveness of the financial system in providing services to individual customers.
With the support of credit policies, banks can not only provide financial services to a
wider range of individual customer groups, but also meet the increasingly diverse needs
of customers through innovative financial products and services.

Credit policy specifically supports the expansion of banking services, especially
in the application of individual customer groups, through the following aspects.

Overall, credit policies provide strong policy support for the expansion of
banking services by lowering credit thresholds, encouraging financial innovation, and
promoting digital transformation. Especially when facing individual customer groups,
the adjustment and support of credit policies enable banks to provide customized,
convenient, and digital financial services to more individual customers, which helps
promote the sustainable development of the social economy.

In terms of implementation, the process of implementing credit policies is a
complex, multi-level, and interactive process that ultimately affects the behavior of
banks in serving different customer groups, especially individual customer groups,
through the formulation of policy objectives, the selection and execution of tools. The
entire process requires coordination from multiple parties, including government
departments, central banks, commercial banks, and relevant regulatory agencies.

The implementation process of credit policy can be roughly divided into five

main steps.

Poy Goal Bk respnse Fowof Crelt

Seting

and poly Funds and Actual
mplementafion Effects

Fig 1.1 Schematic diagram of the implementation process of credit policy
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Step 1: Setting Policy Objectives

The implementation of credit policy begins with the government or central bank
setting policy goals based on the current economic situation. These goals typically
involve controlling inflation, stabilizing economic growth, promoting employment,
and improving the accessibility of financial services. The clarity of goals provides
direction for the selection and implementation of subsequent policy tools.

Step 2: Choose appropriate policy tools

According to the set goals, the government or central bank will choose
corresponding policy tools to intervene. Traditional credit policy tools include interest
rate adjustments, reserve requirement ratio adjustments, refinancing and rediscounting
policies, etc. In recent years, with the development of financial technology, innovative
financial tools such as inclusive finance loans and green finance policies have gradually
become part of credit policies.

Step 3: Bank Response and Policy Implementation

Once policy objectives and tools are determined, central banks and regulatory
agencies will guide banks' credit behavior. Banks adjust their loan interest rates, loan
limits, and customer screening criteria based on these policies, thereby affecting the
types of credit products, loan approval speed, and conditions. The response of banks is
not only the implementation of policies, but also the adaptation to changes in market
demand.

Step 4: Innovation of Financial Products and Expansion of Services

With the promotion of credit policies, banks have begun to innovate financial
products based on policy requirements and market demand, especially credit products
for individual customers. These innovations may manifest as unsecured loans,
consumer loans, personal housing loans, inclusive finance loans, etc., aimed at
lowering traditional credit barriers and improving service coverage and accessibility.

Step 5: Flow of Credit Funds and Actual Effects

By innovating credit products and services, banks channel credit funds to various
individual customer groups, including low-income groups, young consumers, and

small and micro business owners. This process not only helps to enhance the
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inclusiveness of banking services, but also promotes the overall development of the

social economy and further consolidates the effectiveness of policies.



29
1.3 Current Research Status at Home and Abroad

The relationship between bank service expansion and credit policy has become
an important research direction in the field of finance in recent years. With the
development of the global economy, especially in the context of rapid financial
innovation and technological advancement, the scope of banking services continues to
expand, and the customer base involved has gradually extended from traditional large
enterprises to small and micro enterprises and individual customers Ilomuaka! ]I
JKepeJio MOCUJIAHHSA He 3HAIEeHO..

In this context, the role and impact of credit policies have gradually become a
hot research topic. Domestic and foreign scholars have conducted extensive research
in this area, achieving results at different levels, but there are also certain research
shortcomings.

Internationally, research on the relationship between bank service expansion and
credit policy mainly focuses on four aspects.

The first aspect is the theoretical framework for expanding banking services.

Early research mainly focused on the expansion of traditional banking services
and financial products. As early as the 1990s, Gilbert and Wheelock pointed out that
banks can gain advantages in a fiercely competitive market environment by expanding
their product range and service targets. This theoretical framework emphasizes the
necessity of expanding banking services, especially when facing diversified customer
demands, banks need to innovate to broaden their service scope Ilomunka! xxepesio n
OCHJIAHHSA He 3HAN/IEeHO..

After entering the 21st century, scholars gradually paid attention to the impact
of financial innovation and technological progress on the expansion of banking
services. Merton and Miller pointed out in their article "Financial Innovation and
Banking Services" that the emergence of financial technology (FinTech) has changed
the service mode of traditional banks, making banking services not limited to credit

and deposits, but also including various new services such as payments, wealth
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management, insurance, etc [lomuaka! /’xepesno nocujianus He 3Haiigeno. . With t
he rapid development of financial technologies such as electronic banking and mobile
payments, the path and methods of expanding banking services have undergone
fundamental changes.

The second aspect is the impact of credit policies on the expansion of banking
services

Many scholars have studied how credit policies affect banks' credit decisions and
the selection of service recipients. Especially in the service of individual customer
groups, foreign research focuses on the impact of government credit incentive policies
on bank behavior. Barth and Caprio proposed that the government can effectively guide
banks to increase loans to individual customers and promote financial inclusion by
adjusting interest rates, credit scale, and loan guarantee policies Ilomuika! xepeJio n
OCHJIAHHSI He 3Hali/IeHo. .

The third aspect is the expansion path of individual customer service.

In terms of expanding individual customer service, scholars have explored how
banks can expand service coverage without reducing risks. Johnson and Rutherford
proposed that by establishing a flexible credit scoring model, banks can effectively
assess the credit risk of individual customers, thereby expanding their service targets
and reducing credit risk. In addition, technological advancements have made financial
services for individual customers more diversified, such as unsecured small loans,
installment payments, education loans, etc Ilomumika! /’kepeji0o MOCHIAHHA He 3
HAHIEHO..

The fourth aspect is the combination of financial technology and credit policy.

With the rapid development of technologies such as big data and artificial
intelligence, many scholars have begun to explore how to use technological means to
support the expansion of banking services. Especially through digital means, banks can
quickly assess the credit status of individual customers and provide more personalized
services. Zhang et al. pointed out in their article "Fintech and Banking Service
Expansion" that fintech can help banks accurately evaluate individual customers' credit

through data analysis and machine learning algorithms, and provide tailored credit
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products. This study suggests that the combination of credit policy and technological
innovation can generate positive synergies in supporting the expansion of banking
services Ilomuiika! Jlzkepesio mocWJIaHHS He 3HAMH/IEHO..

In China, research on the relationship between bank service expansion and credit
policy has also made some progress, which can be summarized into four aspects.

The diversification of banking services and the financial needs of individual
customers.

Domestic scholars' research on the expansion of banking services initially
focused on extending and upgrading traditional banking businesses. Professor Wang
Bo believes that with the development of the market economy, banks need to
continuously innovate financial products and services according to changes in market
demand, especially to meet the growing financial needs of individual customer groups.
In recent years, with the continuous growth of the Chinese consumer market, the
financial needs of individual customers have become increasingly diversified. Banks
not only provide deposit and loan services, but also gradually introduce products such
as wealth management, insurance, and funds Ilomuaka! {kepesno mocuiaHHs He 3
HAHIEHO..

The guiding role of credit policy in banking services.

Domestic scholars have also extensively explored the relationship between
credit policies and the expansion of banking services. Professor Yao Yong's research
found that in the process of adjusting credit policies, the People's Bank of China has
adopted various measures to encourage banks to provide credit support to individual
customers, especially in the real estate market and consumer finance sectors Ilomuiaka! /]
JKepeJsio mocuJIaHHs He 3HaMaeHo.. For example, the central bank has promoted the
expansion of banks' personal housing loan business by adjusting personal housing loan
interest rates, down payment ratios, and other measures.

In addition, in recent years, the Chinese government has actively promoted
inclusive finance policies, encouraging banks to provide more financial support to
small and micro enterprises and low-income groups. The implementation of inclusive

finance policies has promoted the expansion of banking services, especially through
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measures such as reducing loan interest rates and risk sharing, allowing banks to
expand their service scope to individual customer groups.

The driving role of financial technology in expanding banking services.

Domestic scholars are also very concerned about the role of financial technology
in promoting the expansion of banking services. Dr. Zhang Xiaohong proposed that the
development of financial technology has not only promoted the expansion of banking
services to individual customer groups, but also changed the traditional operation mode
of banks. Especially through digital means, banks can more accurately assess the credit
status of individual customers and provide personalized financial products and services
Homuaxa! Ixepeno nocuwinanns He 3HaiaeHo.. With the rapid development of I
nternet finance, more individual customers can access banking services through online
channels. Especially among young people, mobile payment and Internet loans and
other products have gradually become the main forms of financial services.

Risk control in the expansion of banking services.

Table 1.4
Research directions at home and abroad
Domestic Abroad
Diversification of Banking Services and Financial Theoretical Framework for Banking
Needs of Individual Customers Service Expansion
The Guiding Role of Credit Policy in Banking The impact of credit policy on the
Services expansion of banking services
The role of financial technology in promoting the Expansion Path of Individual Customer
expansion of banking services Service
Risk Control in the Expansion of Banking Services | The combination of financial technology
and credit policy

How to effectively control credit risk in the process of expanding banking
services has always been an important issue of concern for domestic scholars. Professor
Wang Lan believes that when banks expand their services to individual customer

groups, especially small and micro business owners and low-income groups, how to
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reduce the bank's credit risk through accurate credit assessment and risk sharing
mechanisms is an important prerequisite for achieving bank service expansion. He
proposed that credit policies should focus on managing credit risks and encourage
banks to reduce risks in the process of service expansion through risk compensation
funds, credit insurance, and other means Ilomuaka! /l:kepesio mocujaHHA He 3

HaWJ€eHO..

In addition, we should also note that there has been some progress in domestic
and foreign research on the relationship between bank service expansion and credit
policy, but at the same time, there are also some issues that have not been taken into
account.

Firstly, there is insufficient research on the integration of financial technology
applications and credit policies

Current research mainly focuses on how financial technology can promote
innovation and expansion of banking services, especially in the application of retail
banking business. However, there is still a lack of research on how to organically
integrate financial technology with credit policies [lomunka! /:xepeJio noCHJIaHHSA H
e 3Haiigeno. . Although some literature has explored the application of financial
technology in credit evaluation, most research has mainly focused on technical aspects
and lacks evaluation of the effectiveness of credit policies combined with these
technologies. Especially how to achieve precise credit evaluation through financial
technology and adapt to national credit policies to achieve precise expansion of
banking services is still an urgent topic that needs to be explored in depth.

Secondly, the impact of regional differences on the expansion of banking
services has not been fully studied

Regional differences are an important factor in the expansion of banking services,
especially in a country like China with significant geographical and economic
disparities. Although existing research has proposed the impact of regional economic
disparities on the expansion of banking services, most studies focus on macro level

analysis and lack empirical research on the expansion paths of banking services in



34
different regions. Especially in rural areas and small and medium-sized cities, how
banks can effectively expand their services in these areas remains a question worthy of
further exploration.

Thirdly, there 1s a lack of customized services for individual customer groups

With the increasingly diversified demand for financial services among individual
customer groups, the expansion direction of banking services is gradually shifting from
traditional large enterprises to individual customers. Although research has explored
the financial needs of individual customer groups, research on how to provide
customized and differentiated banking services based on individual customer
characteristics is still weak IMTommiaka! /[:kepesio mocuinanHs He 3HaiijgeHo.. E
specially with the support of credit policies, how banks can meet the needs of
individual customers at different levels through market segmentation and personalized
services remains a key issue to be addressed.

Fourthly, the research on risk control mechanisms in the expansion of banking
services 1s weak

In the process of expanding banking services, especially to individual customer
groups, risk control has always been a difficult issue. Although some risk management
models have been proposed in previous studies, such as credit scoring and credit
insurance methods, these studies have mostly focused on risk control in traditional
banking business, lacking understanding of how banks can respond to individual
customer group risks in the process of service expansion, especially how to design
more effective risk control systems within the framework of following national credit
policies.

Fifth, there is insufficient research on the interaction effects between
macroeconomic policies and the expansion of banking services

Existing literature mostly focuses on the impact of a single credit policy on the
expansion of banking services, while there is relatively little exploration of the
interactive effects of macroeconomic policies and credit policies on the expansion of
banking services. How to comprehensively consider the coordinated role between

macroeconomic policies and bank credit policies to promote more effective expansion
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of bank services to individual customer groups is an important direction that has been
overlooked in current research.

Based on these shortcomings, this thesis will consider further innovative
research from five aspects.

Research on the integration of financial technology and credit policy: The focus
is on how to combine financial technology with credit policy to promote the expansion
of banking services to individual customer groups.

Focusing on regional differentiation in banking service expansion strategy:
Combining with the actual situation in China, we will deeply explore the special needs
and challenges of individual customers in different regions and types in banking service
expansion.

Combining customized banking services with credit policies: This thesis will
delve into how to implement precise marketing among individual customer groups, and
design personalized financial products based on credit policies.

Innovative Risk Management Framework for Banks: This thesis will propose a
new risk management framework that combines credit policy with bank service
expansion. Especially in the context of inclusive finance, how to balance risk and
service expansion is one of the research innovations of this thesis.

A comprehensive study on macroeconomic policies and the expansion of
banking services: This thesis will investigate the dual impact of macroeconomic
policies and credit policies on the expansion of banking services, especially how to
promote the popularization and personalization of banking services under the joint
action of multiple factors such as monetary policy and fiscal policy.

By filling these research gaps, this thesis can not only provide new contributions
to academic research on the expansion of banking services, but also provide forward-
looking references and innovative solutions for the practical operation of the banking

industry.
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CHAPTER 2
ANALYSIS OF THE CURRENT SITUATION AND CHALLENGES OF
BANKING SERVICE EXPANSION

2.1 Current Status and Trends of Banking Service Expansion

In recent years, the expansion of banking services has entered a new stage of
development, especially under the promotion of digital transformation and Internet
finance, how to effectively expand the service content of individual customers has
become an important issue in the financial industry Ilomuaka! Izkepesio nocuianus H
e 3HaiaeHo.. Bank services have not only expanded from traditional deposit and loan
businesses to a wider range of financial products and services, but with technological
advancements, especially the application of emerging technologies such as big data,
artificial intelligence, and blockchain, banks can provide more personalized and precise

financial services.
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Fig 2.1 Decline in Bank Branches in China (2017-2022)
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In the past decade, digital transformation has become an undeniable trend in the
banking industry. The traditional service modes of banks, such as counter business,
telephone banking, ATM, etc., are gradually replaced by digital services such as the
Internet, mobile payment, intelligent customer service, etc Ilomuika! Ixepeno n
ocuJIaHHS He 3HaliaeHo.. Digital transformation is not only a necessity for banks to
improve service efficiency, but also an inevitable choice to adapt to changes in
consumer demand and enhance market competitiveness.
Since 2017, the number of bank branches in China has been declining. Prove

that the user's offline business has been shifting to digital business.

Monthly Active Users of Mobile Banking Apps (2023)

Industrial and Commercial Bank of China
Agricultural Bank of China |

China Construction Bank

China Merchants Bank

Bank of China |

Bank of Communications |

Ping An Bank |

Postal Savings Bank of China |

0.0 0.2 0.4 0.6 0.8 1.0 12 14
Monthly Active Users (in millions) le8

Fig 2.2 Monthly Active Users of Mobile Banking Apps (2023)

Source: analysys. cn

With the popularization of mobile Internet and the widespread use of smart
phones, banks began to expand from traditional offline channels to online channels.
Major banks have launched mobile banking APP, and the Internet financial platform is
also connected with the banking system, forming a cross platform payment and
financial service network IMomuaka! J[:kepeno mocunanusi He 3HalaeHo.. For e

xample, large banks such as Industrial and Commercial Bank of China and China
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Construction Bank have achieved comprehensive digitalization from traditional
deposit and loan businesses to credit cards, wealth management products, and
investment services through online platforms. Banks can monitor customers' financial
needs in real-time through these platforms and provide personalized services through
precise data analysis.

As of 2023, the cumulative number of mobile banking users in major banks in
China has exceeded 600 million.

Digital transformation not only optimizes the service processes of banks, reduces
costs, but also greatly improves service coverage and customer experience. Internet
banks, especially some emerging online banks, have become independent of the
traditional network layout and focus on providing low-cost and efficient services
through online channels Ilomuiaka! Ixepesio mocujanHs He 3Haiigeno. . The s
ervices provided by these banks are usually more in line with the needs of the younger
generation of customers, such as convenient payments, cross-border payments,

customized wealth management, etc.
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The off counter business rate of banks has been steadily increasing from 2017 to
2022. This steady growth reflects the increasing shift in the way customers interact
with banks, towards digital and remote banking services rather than face-to-face
banking services.

The key factors driving this trend are the rapid development and adoption of
mobile banking platforms, online banking services, and automated systems that allow
customers to perform most banking functions without accessing physical banks. In
particular, the COVID-19 has accelerated this change, because people seek safer and
more convenient financial management methods while avoiding hospital contact. The
epidemic has also prompted many banks to strengthen their online services and mobile
applications, further encouraging customers to stay away from traditional banking
methods.

The key factors driving this trend are the rapid development and adoption of
mobile banking platforms, online banking services, and automated systems that allow
customers to perform most banking functions without accessing physical banks. In
particular, the COVID-19 has accelerated this change, because people seek safer and
more convenient financial management methods while avoiding hospital contact. The
epidemic has also prompted many banks to strengthen their online services and mobile
applications, further encouraging customers to stay away from traditional banking
methods.

In addition to digital banking, other factors such as the widespread availability
of ATMs and third-party payment platforms, as well as improved financial technology
solutions, make it easier for customers to conduct banking transactions outside of
traditional banking locations. Due to the improvement of convenience and the
acceleration of transaction processing time, these developments have increased
customer satisfaction.

This not only shows that the banking industry is undergoing digital
transformation, but also recognizes that consumer preferences are constantly changing.

The rise of Internet finance is an important driving force for the expansion of

banking services. Through big data, cloud computing, artificial intelligence and other
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technologies, Internet finance has broken the space-time constraints of traditional
banking services, enabling banks to provide more personalized services [36]. This
trend is particularly prominent in personal banking, especially in areas such as
payments, loans, and wealth management.

With the rise of WeChat payment, Alipay and other Internet payment platforms,
the payment business model of traditional banks has undergone profound changes. In
the past, personal payments mainly relied on cash, checks, and bank cards, but now
mobile payments have become the mainstream payment method. Major banks have
also actively cooperated with the Internet financial platform, and launched more

convenient payment products through the cooperation between banks and third-party

payment institutions.

China Mobile Payment Transaction Amount Growth (2015-2022)
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Fig 2.3 China Mobile Payment Transaction Amount Growth (2015-2022)

Source: Infoq Research Center

As 0f 2022, China's mobile payment transaction volume has reached 715 trillion
yuan.
In addition, Internet loan business is another important area of bank service

expansion Ilomuika! /:kepesio nocunanns He 3naiieno.. With the development of
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nternet finance, banks can quickly obtain and analyze the credit data of individual
customers through big data and artificial intelligence technology, so as to provide credit
services for more low-income groups.

The data on the market size of China's online loan industry from 2018 to 2023
shows a continuous upward trend in market growth. Starting from RMB 12.59 trillion
in 2018, the market has steadily expanded and reached RMB 24.85 trillion by 2023, a
significant increase of over RMB 12 trillion during this period. This growth reflects the
increasing popularity of digital financial services, as consumers and businesses

increasingly turn to online lending platforms to meet their financial needs.
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Fig 2.4 Market Size Trend of China’s Online Lending Industry (in Trillion RMB)

Source: Zhiyanzhan Industry Research Institute

The most significant growth occurred between 2022 and 2023, with a market
size surge of 5.44 trillion yuan, indicating that accelerated growth may be driven by
further digitization, regulatory changes, or broader economic factors affecting
consumer and corporate lending behavior. Overall, online lending is becoming an

increasingly important part of China's financial ecosystem, and this trend is expected
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to continue as the industry adapts to new technologies and constantly changing market
demands.

In addition, with the complexity of financial products and the diversification of
customer demands, banks are gradually expanding their services in the field of wealth
management Ilomuiika! /[skepesio mocunanusi He 3HaiieHo.. In the past, wealth m
anagement business was mainly aimed at high net worth customers.

Today, many banks provide intelligent investment advisory services to ordinary
individual customers through Internet platforms. Intelligent investment advisors use
artificial intelligence and machine learning algorithms to analyze clients' financial
conditions, investment goals, and risk preferences, in order to recommend customized
investment plans for clients. Through this innovation, banks are able to expand their
wealth management services from high net worth clients to the general customer base,
promoting the popularization and intelligence of banking business.

Meanwhile, with the continuous advancement of technology and the upgrading
of customer demands, the personalization and customization of banking services have
become an important direction for the expansion of banking business. Traditional
banking services are mostly standardized products and processes, which cannot meet
the personalized needs of individual customers.

Modern banking services place greater emphasis on customer experience and
customized services, using data mining and artificial intelligence to accurately match
customer needs and provide tailored products and services.

Banks use big data analysis technology to deeply mine customer behavior,
preferences, transaction history, and other information, in order to finely classify
customers and provide differentiated financial products for different customer groups.

In the past, banks' credit products were mainly approved based on a standardized
credit evaluation system, and customers could only choose loan products with different
interest rates and maturities [lomuska! [xepesio nocunianHs He 3HaiaeHo.. However, w
ith the diversification of customer demands, banks have begun to offer more
personalized credit products.

With the development of Internet finance, the cooperation between banks and
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other industries is getting closer and closer. For example, in the process of buying a car
or property, banks can cooperate with car finance companies and real estate companies
to provide comprehensive financial services such as loans and insurance, greatly

enhancing the stickiness and diversity of bank services.
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2.2 Support and Challenges of Credit Policy for Bank Service Expansion

The expansion of banking services, especially to individual customer groups,
cannot be achieved without effective credit policy support. Credit policy plays a key
role in the modern financial system, not only affecting banks' credit business, but also
directly promoting innovation and diversification of bank products and services.
Especially with the rapid development of financial technology, the flexibility and
innovation of credit policies have gradually become one of the core elements of bank
service expansion.

Next, this thesis will delve into the role of current credit policies in supporting
the expansion of banking services, with a focus on analyzing how they strike a balance
between risk management and customer demand.

Credit policy is a series of credit management systems and rules formulated by
banks based on national economic policies, market conditions, and their own
development needs. Its core function is to guide banks on how to evaluate borrowers'
credit status, determine loan amounts and interest rates, and set loan terms. By
implementing credit policies, banks can effectively manage credit risks and ensure the
stability and sustainability of loan activities.

In terms of supporting the expansion of banking services, the current credit
policy mainly works through the following channels.

Promoting diversification of individual customer credit services: With the rise of
digital finance, banks can provide diversified financial services to different types of
individual customers by optimizing credit policies Ilomunka! /[>kepesio nocuIaHHA H
e 3HaiaeHo.. For example, in personal consumer loans, credit card services, mortgage
loans, etc., banks can provide flexible financial products based on customers' credit
status and needs. These services not only meet the personalized needs of customers,
but also promote the expansion of the bank's customer base.

Strengthening the construction of credit evaluation system: Banks have

improved the accuracy and efficiency of their credit evaluation system by introducing
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big data, artificial intelligence, and machine learning technologies IMommaka! /I
JKepesio mocuiIaHHs He 3HaiigeHo. . These technologies enable banks to
comprehensively understand customers' credit history, repayment ability, consumption
behavior, etc. in a shorter period of time, thereby making more scientific loan decisions.
Credit policies provide framework support for the application of these technologies by
establishing corresponding standards and rules, which helps banks improve service
quality and reduce risks.

Promoting financial inclusiveness: With the promotion of financial inclusiveness
policies by the government, credit policies are gradually opening up to small and
medium-sized enterprises and low-income groups. Banks provide loan services to more
individual customers through credit scoring, loan guarantees, and other means. This
not only expands the service targets of banks, but also further enhances the popularity
of social financial services Ilomuaka! /lxxepesio nocuaaHHs He 3HAIEHO..

Optimizing risk management mechanisms: Traditional credit policies mainly
rely on static information such as financial statements and bank credit history to assess
customer credit risk. However, with the advancement of financial technology, banks
have gradually introduced dynamic credit evaluation models based on
multidimensional data such as behavioral data, social network analysis, and customer
profiles Ilomuaka! >kepesio mocuyianusa He 3HaiaeHo.. Credit policies provide p
olicy basis and implementation standards for these new risk management methods in
this process, helping banks better identify and control loan risks.

In addition, the specific support of credit policies for the expansion of banking
services also needs to be thoroughly understood.

The first is to promote innovation in financial products.

Banks often need to design new financial products to meet the needs of different
customer groups when expanding their individual customer service offerings. The
credit policy provides a basic guarantee for the innovation of bank products by
clarifying the risk tolerance and credit review standards of loan products.

The second is to support the landing of Internet financial services.

With the development of Internet finance, many banks began to provide loans to
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customers through online platforms. The evaluation criteria of traditional credit
policies often rely on customers' financial statements and credit history, while online
platforms can conduct credit scoring through real-time customer behavior data. The
adjustment of credit policy enables banks to combine the traditional loan review
process with the innovative services of Internet finance, so as to better meet the needs
of individual customers.

The third is to enhance the capability of cross-border financial services.

In the context of globalization, more and more banks are expanding into cross-
border financial services. Credit policies provide banks with a basic framework for
cross-border business operations, ensuring that banks can adjust their credit approval
processes and service content according to local laws, regulations, and market
conditions in different countries and regions. By improving credit policies, banks can
provide more flexible financial products and services for cross-border customers,
promoting the growth of international business.

The fourth is to strengthen customer credit evaluation and pricing capabilities.

Table 2.1
The role and specific support of credit policy
The role of credit policy Specific support for credit policies
Promote the diversification of individual Promote innovation in financial products
customer credit services
Strengthen the construction of credit evaluation Support the landing of Internet financial
system services
Promote financial inclusiveness Enhance the capability of cross-border
financial services
Optimize risk control mechanism Strengthen customer credit evaluation and
pricing capabilities

Credit policy plays a role in pricing and assessing risks in the expansion of
banking services. In the service expansion of individual customers, banks need to

accurately assess customers' repayment ability and credit risk, and determine
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appropriate loan amounts and interest rates through credit scoring. The current credit
policy standardizes evaluation criteria and pricing models, enabling banks to expand
their service scope while ensuring controllable credit risks.

However, it should also be noted that credit policies have indeed played a
supportive role in expanding bank services, but in the actual implementation process,
banks still have some difficulties to overcome.

The difficulty of credit evaluation has increased: With the expansion of bank
services, especially for low-income groups, rural areas, and small and micro enterprises,
traditional credit evaluation methods often cannot fully reflect the credit status of these
customers.

Difficulty in risk control: With the expansion of service targets, the types and
scale of credit risks faced by banks are also increasing. Banks need to develop
corresponding credit strategies and risk control measures based on different customer
groups.

Compliance issues and regulatory pressure: The implementation of credit
policies requires strict compliance with national and regional laws and regulations.
However, with the introduction of Internet finance, big data and other technologies,
banks' credit policies and business processes are constantly changing. How to find a
balance between innovation and compliance has become a difficult problem for banks.

It should be noted that in addition to the issues mentioned above, there are more
challenges for individual customer businesses, such as credit assessment, risk control,
and compliance issues.

These challenges not only involve traditional credit approval processes, but also
the impact of emerging technologies and policy changes on banking operations.

Credit evaluation is an important part of bank credit decision-making, especially
for individual customers.

Traditional credit evaluation mainly relies on customers' financial status,
repayment history, and other static information to assess credit risk Ilommaka! ]I
JKepeJio MOCWJIAaHHA He 3HaiaeHo.. However, with the advancement of Internet

finance and digital transformation, the target of bank service expansion has begun to
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expand from traditional large enterprises and institutions to a wide range of individual
customers, especially low-income groups, young groups, small and micro enterprises,
which makes credit evaluation face new challenges.

For individual customers such as low-income groups, rural areas, or young
people who have just entered society, traditional credit evaluation models are often
difficult to effectively cover. These customers may not have a fixed source of income,
a long credit history, or comprehensive financial records, making it difficult for banks
to obtain sufficient credit data when evaluating their creditworthiness. Especially in
emerging markets and developing countries, many consumers do not have traditional
credit records, and credit evaluation models may become ineffective or unable to
provide accurate credit evaluations, leading to significant risks for banks when
expanding their individual customer base.

With the development of big data technology, more and more banks are trying
to use non-traditional credit data such as behavioral data and social network data to
assist credit evaluation. For example, banks can assess a customer's credit risk by
analyzing their shopping habits, social media activities, and other data.

However, this approach faces issues such as data privacy protection and data
security in practical operation, and the quality and accuracy of data are often difficult
to guarantee. In many countries and regions, a well-established data sharing
mechanism has not yet been established, and banks may be subject to regulatory
restrictions when using this data, resulting in inaccurate and unstable credit evaluation
results ITomuika! JIzkepesio nocuyianHs He 3HAMIEHO..

Another important issue that banks face when expanding individual customer
services 1s how to effectively control credit risks. The implementation of credit policies
not only requires evaluating the credit status of customers, but also providing financing
support to customers under the premise of controllable risks. Banks need to balance
risk and return, ensuring that they avoid the accumulation of credit risk while
promoting service expansion.

When banking services expand to individual customer groups, their customer

structure becomes more diverse. This means that banks must adopt more flexible and
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diversified risk diversification strategies. In traditional large enterprise loans, banks
usually rely on a single large loan, while in individual customer loans, due to the small
loan amount of each customer, the risk diversification is strong. However, the credit
default risk of individual customer groups may be higher, especially during economic
fluctuations or changes in customer financial conditions. Banks may face rapid
concentration of credit risk, posing significant challenges to risk control Ilomuaka! I
JKepeJio MOCUJIAHHS He 3HAIEHO..

Unlike corporate clients, individual clients' loan behavior is often more dispersed,
and the debtor's background is complex, making the post loan management tasks of
banks more arduous. In the process of individual customer loans, banks not only need
to dynamically monitor customers' credit behavior, but also need to make timely
adjustments to customers' life changes, consumption behavior, income changes, etc.
This requires banks to have more sophisticated risk monitoring capabilities and
efficient risk response mechanisms.

With the rise of Internet financial platforms, banks began to provide loans to
customers through third-party platforms. However, due to characteristics such as
information asymmetry and widespread customer distribution, these platforms face
more complex challenges in risk management. When banks provide loans through the
Internet platform, they often lack a comprehensive understanding of the platform
customers, and the customer information provided by the platform may be inaccurate
or incomplete, further increasing the difficulty of credit evaluation and risk control.

Compliance is a legal and regulatory requirement that must be strictly followed
in the process of expanding banking services. With the development of financial
technology and the advancement of financial innovation, banks must ensure
compliance with national and regional laws and regulations while expanding their
services, in order to avoid the expansion of financial risks.

Regulatory policies in the financial industry are often influenced by
macroeconomic changes, political factors, and international financial market dynamics.
In some countries, especially developing countries, regulatory policies and legal

frameworks for the financial industry are not yet perfect, and banks may face
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significant regulatory uncertainty when expanding individual customer services
IMomuuka! /[kepesio mocUIaAHHS He 3HAWIECHO..

In the context of the application of technologies such as big data and artificial
intelligence, banks need to process a large amount of customer data. How to ensure the
personal privacy and data security of customers when using this data for credit
evaluation is an important compliance issue faced by banks. Many countries and
regions have strict legal provisions for the protection of personal information, such as
the EU General Data Protection Regulation (GDPR), which requires banks to strictly
comply with data protection laws when collecting, storing, and using customer data.

With the advancement of globalization, more and more banks are expanding
their cross-border financial business. The expansion of cross-border loans, foreign
exchange transactions, and overseas investments has made banks face more complex
compliance issues IMommiaka! Jl:xkepeso mocuianuss He 3HaiaeHo.. Different c
ountries have different laws and regulations regarding cross-border loans and foreign
exchange management. When providing cross-border financial services, banks must
ensure compliance with regulatory requirements of each country, otherwise they may

face compliance risks and legal responsibilities.

Table 2.2
Difficulties and challenges for individual customers
Credit evaluation Risk Management Compliance issues
Insufficient data and Risk diversification and Uncertainty of regulatory
asymmetry issues concentration issues requirements
Difficulties in Utilizing Non The complexity of post loan Compliance requirements for
Traditional Credit Data management data privacy protection
The Accuracy of Credit Difficulties in risk management of Cross border business
Evaluation Models Internet financial platform compliance issues

For individual customers, the challenges and risks faced in the process of
expanding banking services are mainly reflected in credit assessment, risk control, and

compliance issues. The traditional credit evaluation methods can no longer fully meet
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the needs of emerging markets and individual customer groups, while emerging
technologies and data have brought new credit evaluation tools and risk management
models, but at the same time, they have also brought problems such as immature
technology, inaccurate data, and compliance risks [Tomuika! /[>kepesio mnocujaaHHs H
¢ 3HalAeHO..

Banks need to find a balance between technological innovation, risk
management, and compliance management to ensure the smooth expansion of banking

services and avoid potential risks.
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Fig 2.5 Bad Loan Ratio of Commercial Banks in China (2018-2023)

Source: Zhiyanzhan Industry Research Institute

From 2018 to the first half of 2023, the balance of non-performing loans in China
continued to grow, with non-performing loans increasing first and then decreasing.
According to data, as of the first half of 2023, the non-performing loan ratio of
commercial banks in China was 1.62%, the lowest in nearly five years.

The growth in 2020 was due to the impact of the pandemic, while the subsequent
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decrease in non-performing loans can be attributed to better economic recovery, stricter
credit controls, and improved loan recovery processes after the pandemic.

In short, this trend proves that various measures taken by Chinese banks in the

face of various challenges in digital transformation have certain effects.
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2.3 Analysis of Individual Customer Needs

With the rapid development of financial technology, the banking service needs
of individual customers have undergone profound changes, especially in areas such as
consumer credit and personal finance.

Modern banking services not only need to meet traditional basic needs such as
savings and payments, but also need to adapt to the diverse, convenient, and
personalized needs of individual customers in financial products. Therefore, the
innovation and application of financial technology products have played a crucial role
in promoting the expansion of banking services.

Next, we will continue to focus on analyzing individual customers' needs for
expanding banking services, and explore how financial technology products can drive
the transformation and upgrading of banking services.

Consumer credit, as one of the important financial services provided by banks,
has gradually become a driving force for growth in the banking industry in recent years.
Especially under the influence of digital transformation and Internet finance, the
application, approval and issuance process of consumer credit has become more
convenient and efficient IlomuJska! Jl:kepesio nocunaHHs He 3HAMIEHO..

With the improvement of living standards and changes in consumer attitudes,
individual customers' demand for consumer credit is gradually increasing. Especially
for the younger generation of customers, they are more inclined to meet their
immediate consumption needs through consumer credit, rather than waiting until they
accumulate enough savings.

The data on China's consumer credit balance from 2010 to 2023 shows that there
has been a significant and stable growth in China's consumer credit balance over the
past 13 years. Starting from 7.5 trillion yuan in 2010, the balance has been increasing
significantly every year, reaching 57.94 trillion yuan by 2023. The largest growth
occurred between 2010 and 2015, with the balance increasing from 7.5 trillion yuan to

19 trillion yuan, almost doubling. After 2015, the growth rate slowed down slightly but
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remained stable. In the following years, especially from 2018 to 2023, the growth rate
became even slower. This growth indicates that the demand for consumer loans is
constantly increasing, and consumers have a high demand for consumer credit products

with low interest rates, fast approval, and flexible repayment.
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Source: Collaborative Industry Consulting

Faced with this demand, banks are leveraging financial technology to optimize
consumer credit products using technologies such as big data and artificial intelligence.
For example, using big data to analyze customer consumption behavior and combining
it with credit scoring models for loan approval reduces approval cycles and improves
the accuracy of risk control. In addition, banks also provide consumer credit services
through online channels, such as applying for consumer loans through mobile banking
apps. Customers only need to provide basic credit information and income proof, and
the approval process is convenient and fast Ilomuiaka! [xkepesio mocujiaHHsi He 3
HaliaeHo. .

Meanwhile, personal wealth management products have gradually become an

important area for bank service expansion in recent years. With the accumulation of
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individual customer wealth and the increasing demand for financial management,
traditional financial products such as savings and fixed deposits can no longer meet
customers' diversified needs for wealth appreciation. Therefore, banks need to meet the
needs of individual customers in fund management, asset allocation, risk control, and
other aspects through innovative wealth management products Ilomuska! [xxepeso n
OCHJIAHHA He 3HaNIeHO. .

As of 2023, a total of 228 banking institutions and 31 wealth management
companies in China have issued 31100 new wealth management products, raising a
total of 157.08 trillion yuan in funds. As of the end of 2023, there are a total of 258
banking institutions and 31 wealth management companies with existing wealth
management products nationwide, with 39800 products in existence, an increase of

14.86% from the beginning of the year.

Table 2.3
Existence of various institutional wealth management products by the end of 2023
Institution type Number of Number of surviving | Existing scale (in trillions
institutions products of RMB)
Total market volume 289 39829 267954
Large banks 6 750 6211
Joint stock bank 10 706 4533
City Commercial Bank 103 9246 21836
Rural financial 127 7791 9865
institutions
Wealth management 31 19354 224670
company
Other institutions 12 1982 839

Source: Banking Wealth Management Custody Center

In the current digital era, customers usually hope to obtain more personalized
and customized wealth management services through banks. Especially in a low

interest rate environment, customers have a more urgent demand for low-risk and stable
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returns financial products. At the same time, more and more customers put forward
higher requirements for the diversity and flexibility of investment products, especially
the emergence of Internet financial management platform, which makes customers pay
more attention to the balance of risk and return when choosing financial products.

To meet the financial needs of individual customers, banks have launched
diversified wealth management products. For example, Internet based intelligent
investment advisory services analyze customers' risk preferences and investment
objectives through algorithms, and recommend personalized financial portfolios.
Banks also utilize financial technology to achieve automated management of wealth
management products, allowing customers to view and adjust their investment groups
at any time Ilommika! /[kepesio nocuianHs He 3HaiiaeHo.. In addition, banks also p
rovide financial education and consulting services through social media and online
platforms to help customers enhance their financial knowledge and decision-making
abilities.

In addition to consumer credit and personal wealth management products, other
financial technology products have also played a positive role in promoting innovation
and expansion of banking services. These products include but are not limited to smart
payments, digital currencies, blockchain applications, smart insurance, and more.

With the development of mobile payments and digital currencies, individual
customers have an increasing demand for fast and secure payment tools. Banks offer a
more convenient payment experience by launching intelligent payment platforms that
combine technologies such as QR codes and NFC.

The smart insurance products jointly launched by banks and insurance
companies are also changing the landscape of the traditional insurance industry. The
application of blockchain technology makes the insurance claims process more
transparent and convenient, reduces fraud risks, and improves claims efficiency
Iomuaka! ’kepesio mocujaHHsi He 3HaiigeHo.. In addition, banks provide p
ersonalized insurance products and services to customers through big data analysis of
their health data, consumption habits, etc.

In addition, it should be noted that the continuous development and application



59
of financial technology products have promoted banks to expand their services at
multiple levels.

The first is to improve the convenience and accessibility of services. Financial
technology has made banking services no longer limited to physical branches, and
individual customers can access banking services anytime, anywhere through mobile
banking apps, online platforms, and other channels. Especially for customers in rural
and remote areas, fintech has greatly lowered the threshold for them to enjoy banking
services.

The second is to enhance the personalization and precision of services. Through
the application of big data and artificial intelligence, banks can provide personalized
financial services based on customer behavior data, preferences, credit records, etc.
Customers can obtain loan products, financial solutions, and insurance plans that better
meet their needs, thereby improving the accuracy of services and customer satisfaction.

The third 1s to enhance the competitiveness of banks. The application of financial
technology has helped banks improve service efficiency and customer experience,
thereby enhancing their market competitiveness. Especially in the fiercely competitive
financial market, banks can better meet customer needs and win their favor through
innovative financial technology products IMomuaka! [[kepeno mocujaHHsi He 3
HAHIEHO..

Overall, individual customers have increasingly diverse demands for expanding
banking services, especially in areas such as consumer credit and personal finance. The
innovation and application of financial technology products have driven the
transformation and upgrading of banking services.

Through financial technology, banks can not only improve the convenience,
personalization, and accuracy of their services, but also enhance their competitive
advantages.

However, it should also be noted that banks still face challenges in terms of
technological innovation, regulatory policies, and customer privacy protection in the
process of service expansion, and need to find a balance between service innovation

and compliance.
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And the most important thing is to adjust the service process according to
individual customer needs.

The following flowchart illustrates the core steps of banks adjusting their service

processes based on individual customer needs, particularly in areas such as consumer

credit, personal finance, and mobile payments.

Customer Demand Survey

/Onlme Survey, Feedback, Social Media, CRM Data

Demand Classification and Analysis Information Collection

/ Risk Assessment, Investment Preference Analysis

Product/Service Development Analysis of Consumer Credit and Investment Products

Fintech Resources, Al, Big Data
Customized Marketing Strategy Product Design and Optimization

/ Personalized Ads, Promotions, Data Analysis

Service Implementation and Feedback Marketing Campaigns

Customer Satisfaction Survey, Feedback, Service Optimization

Service Improvement

Fig 2.7 Individual customer demand adjustment service process

1. Customer demand research

Banks can collect individual customer demand information through multiple
channels. These channels include online surveys, customer feedback, social media
analysis, and customer behavior data collected through the bank's CRM system. The
key to this stage is to ensure the accuracy and comprehensiveness of the information.

2. Requirement classification and analysis

After collecting customer demand information, the bank needs to classify the
demand. For consumer credit demand, banks will conduct risk assessments based on
customers' income, consumption habits, and other data, and provide products that are
in line with customers' financial conditions. For wealth management products, banks
will analyze customers' investment preferences and risk tolerance and recommend
different types of wealth management products.

3. Product/Service Development

Banks need to design and optimize products based on demand analysis and
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existing financial technology resources. For example, launching personalized
consumer credit products, online wealth management platforms, intelligent investment
advisors and other financial technology products. Banks will improve product accuracy
and customer experience through innovative technologies such as big data and artificial
intelligence.

4. Customized marketing strategy

According to customer needs, banks need to develop personalized marketing
strategies. For example, through customer profiling technology, banks can push
advertisements and product recommendations that meet customer needs. At the same
time, banks will also combine big data analysis to provide personalized promotional
activities or promotions for customers.

5. Service implementation and feedback

After delivering products and services to customers, banks can track service
effectiveness through real-time monitoring and feedback mechanisms. Customer
satisfaction surveys, after-sales service feedback, and customer satisfaction indicators
will provide a basis for banks to improve their services. Through these feedbacks,
banks can further optimize their service processes and products, and enhance long-term
customer satisfaction.

This flowchart illustrates how banks continuously optimize their financial
services by understanding individual customer needs, providing customized services,
and based on customer feedback. Through this cyclical process, banks can more
effectively expand market share, enhance customer stickiness, and improve
personalized and specialized services. The application of financial technology has
played a crucial driving role in this process, especially in product development,

customer management, and service optimization.
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CHAPTER 3
STRATEGIES AND FUTURE DEVELOPMENT TRENDS FOR PROMOTING
THE EXPANSION OF BANKING SERVICES

3.1 Optimize credit policies to support the expansion of bank services

Optimizing credit policies is a crucial step in the process of expanding banking
services. The traditional credit evaluation system and credit approval process often rely
too much on a single credit scoring model and standardized loan products, making it
difficult to meet the increasingly diverse needs of individual customers.

In order to better support the expansion of banking services, especially to
individual customer groups, banks must reform their credit policy formulation by
adopting more flexible credit scoring models and personalized loan products. Next, we
will continue to explore strategies for optimizing credit policies from three aspects.

The first strategy is to adopt a more flexible credit scoring model.

The traditional credit scoring model mainly relies on credit history and financial
condition to evaluate the borrower's credit risk. Although this rating model can to some
extent reflect the borrower's repayment ability, it cannot effectively capture the
borrower's other potential repayment abilities and risks IMomuaka! [[:kepeso n
oCWJIaHHA He 3HaiijaeHo.. Therefore, banks can adopt more flexible credit scoring
models.

Multi dimensional credit scoring: Traditional credit scoring models focus on
static data, while new scoring models can introduce more dynamic data, such as
customer consumption behavior, social network information, payment history, etc
IMomunka! JIzkepenio nocusianus He 3Haiaeno.. For example, by utilizing customers' s
hopping records, payment history, loan repayment behavior, and other data on e-
commerce platforms, it is possible to more comprehensively evaluate customers'

repayment ability and borrowing risks.
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Big data-driven credit scoring: Big data technology can help banks extract
customer behavior patterns from massive amounts of non-traditional data, enabling
more accurate credit evaluations. Through big data analysis, banks can identify details
that traditional scoring models may overlook, thereby reducing default risk.

Behavioral credit score: Behavioral credit score is a credit evaluation method
based on borrower's daily behavior data. Compared to traditional credit evaluations,
behavioral credit scores can reflect customers' credit changes in real time and more
accurately predict their future borrowing and repayment abilities.

The second strategy is to launch more personalized loan products.

With the diversification of consumer demands, individual customers' demand for
banking products has become more personalized. Traditional standardized loan
products may not be able to meet the specific needs of different customers, so banks
should provide more flexible and customized loan products to enhance customer
satisfaction and loyalty.

Customize loan products based on customer credit ratings: For customers with
different credit levels, banks can provide differentiated loan products based on their
credit evaluation results Ilomuaka! /:kepesio mocunannsa He 3Haiigeno. . For e
xample, for customers with good credit, banks can offer lower interest rates and longer
repayment terms; For customers with poor credit, banks can provide short-term loans
with higher amounts and reduce the bank's risk by setting different risk assurance
measures.

Flexible repayment methods: Personalized loan products can include flexible
repayment methods such as equal principal, equal principal and interest, early
repayment, installment payment, etc. Borrowers can freely choose the most suitable
repayment method based on their personal economic situation.

Customized consumer credit products: Banks can design specialized consumer
credit products for different consumer groups such as young people, white-collar
workers, or the elderly. For example, offering small short-term consumer loans to
young people, education or car loans to white-collar workers, and medical expense

loans to the elderly. These customized loan products can better meet the financial needs
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of different customers.

Joint credit products: Banks can cooperate with enterprises in other industries to
launch joint credit products. For example, banks can jointly launch consumer loan
products with e-commerce platforms, and customers can directly pay for goods through
loans provided by banks when shopping; Alternatively, banks can collaborate with
travel companies to launch installment payment services for tourism. This cross
industry collaborative loan product can more accurately match customers' consumption
needs.

The third strategy is refined risk control.

In order to optimize credit policies while ensuring risk control for banks, they
need to finely manage their credit risks. This requires banks to pay attention to risk
management and prevention in the process of optimizing credit policies.

Establish a real-time risk monitoring system: After the issuance of credit
products, banks should establish a real-time risk monitoring system to track customers'
repayment status, credit changes, etc. in a timely manner, and intervene in advance
when potential risks are discovered.

Multi dimensional risk control measures: Banks can reduce potential credit risks
through multi-dimensional risk control measures. For example, loan recovery can be
guaranteed by combining customer asset collateral, guarantor system, repayment
insurance, and other means. In addition, banks can also utilize data from external credit
rating agencies and combine it with internal data to form a comprehensive risk

assessment system.
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By optimizing credit scoring models, launching personalized loan products, and
implementing refined risk control, banks can ensure their own profitability and risk
control while expanding their services. With the continuous development of financial
technology, especially the widespread application of technologies such as big data and
artificial intelligence, banks will be able to more accurately evaluate the credit status
and needs of individual customers, thereby providing customers with more flexible and
customized financial services.

In addition, with the rapid advancement of technology, utilizing big data and
artificial intelligence to improve the credit evaluation system is also a very important
development trend.

With the rapid advancement of technology, especially the widespread application
of big data and artificial intelligence (Al), the operational methods and technological
means of banks in the field of credit evaluation have been revolutionized.

These technologies make credit evaluation more accurate and efficient, and can
effectively solve many limitations in traditional credit evaluation systems, such as one-
sided dependence on customer information, lagging data updates, and insufficient risk
prediction capabilities.

By combining big data and artificial intelligence, banks can achieve more
dimensional data collection, analysis, and decision-making in their credit evaluation
system, thereby better supporting the expansion of banking services, especially in the
application of individual customer groups Iommika! /[:kepesio mocuyiaHHs He 3
HaNJECHO. .

The combination of big data and artificial intelligence enables banks to more
accurately understand and predict customers' credit risks, further improving the quality
of individual customer services.

Big data technology can collect and integrate customer behavior data from
multiple channels, including social networks, payment history, consumption habits,
geographic location, etc. Compared to traditional credit scoring methods, traditional
credit evaluation mainly relies on customers' financial behavior, while big data

technology can evaluate based on more comprehensive and real-time data, reducing
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the limitations of credit evaluation.

Artificial intelligence can provide more efficient and intelligent decision support
in credit evaluation through technologies such as machine learning, deep learning, and
natural language processing Ilomuika! /Ixxepeno mocunanHs He 3HaiiaeHo.. The a
pplication of artificial intelligence technology can help banks extract potential credit
information from big data and establish risk models based on various customer
characteristics.

Machine learning models: Through machine learning algorithms, banks can train
more accurate credit scoring models based on customers' historical credit data and non-
traditional behavioral data. These models can automatically learn and adjust, and as the
amount of data increases, their accuracy and predictive ability will continue to improve.

Deep learning technology: Deep learning is a technology in the field of artificial
intelligence that can discover potential patterns from large amounts of unstructured
data, especially in the application of natural language processing. It can help banks
mine valuable credit information from customers' social media comments, email
communications, online chat records, and other information.

Automated credit decision-making: By applying artificial intelligence
technology to the credit approval process, banks can achieve automation in credit
decision-making. Artificial intelligence can automatically evaluate and classify credit
risk based on detailed information and historical data provided by customers, and
generate loan decisions automatically. This process greatly shortens the approval cycle
and avoids human interference, improving efficiency.

The advantages of combining big data and artificial intelligence in the credit
evaluation system are reflected in the following aspects.

Real time and dynamic evaluation: The combination of big data and artificial
intelligence enables banks to conduct credit evaluations on a real-time and dynamic
basis. Banks can update customers' credit scores in a timely manner based on their
latest transaction data, social network behavior, and credit changes, reflecting real-time
changes in customers' credit [lomuiika! /[xepeJio MOCUIAHHS He 3HAN/IEHO..

Accuracy and Personalization: Compared to traditional credit evaluation systems,
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big data and artificial intelligence can provide more accurate personalized evaluations

for each customer.
Table 3.1

Comparison of loan approval processes

Approval process

Traditional approval process

Optimized approval process

Customer
information

collection

Mainly collect customer
information through thesis
materials and bank history

records.

Real time collection of multi-dimensional
data from customers through digital
platforms, including financial records, social

behavior, consumption habits, etc.

Credit scoring

model

Based on traditional credit
scoring models such as
FICO scores, with a focus

on financial history.

Introduce more complex credit scoring
models that comprehensively consider
behavioral data, social media information,

online transaction history, and other factors.

Data analysis

Data analysis mainly relies
on traditional static analysis

tools.

Using big data analysis technology to
dynamically analyze customer behavior and
financial data, and update credit scores in

real-time.

Approval cycle

The approval cycle is
relatively long, usually
taking several days to a

week.

The approval cycle has been greatly
shortened, and automated audits can be
completed within minutes, with real-time

feedback on some processes.

Customization of

loan products

The loan products are
relatively single and difficult
to flexibly adjust according

to customer needs.

Provide highly personalized loan products,
customized according to customer needs,

credit status, and repayment ability.

risk management

Mainly relying on manual
review may lead to missed

reviews or human bias.

Real time risk assessment through Al and
machine learning models, automatic
identification of potential high-risk

customers, and reduction of human error.

Compliance

review

Mainly relying on manual
review, with low compliance

and possible errors.

Through an intelligent compliance review
system, it automatically connects with laws

and regulations to ensure compliance.

Reduce credit risk: Through the joint application of big data and artificial
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intelligence, banks can obtain a more comprehensive customer profile and better
identify potential high-risk customers.

Improving efficiency: Big data and artificial intelligence can greatly improve the
efficiency of credit evaluation. The automated evaluation process enables banks to
process large amounts of credit data in a short period of time, avoiding complex steps
and human errors in manual approval, and improving the efficiency of the approval
process.

By combining big data and artificial intelligence, banks can improve the
shortcomings of traditional credit evaluation systems and achieve more accurate,
personalized, and efficient credit evaluations.

This technological advancement not only helps banks improve service quality
and expand their service scope, but also brings competitive advantages to banks in
fierce market competition Ilomuaka! /[zkepesio nocujiaHHs He 3HAWICHO..

Taking loan business as an example, the following is a comparison chart between
the traditional loan approval process and the loan approval process optimized using
relevant technologies.

In terms of customer information collection, the traditional approval process
relies on thesis materials provided by customers and the bank's historical credit records,
while the optimized process can collect customer credit information in real-time from
multiple channels through a digital platform.

These channels include customers' bank accounts, third-party platforms, and
consumer behavior data. Banks can obtain more comprehensive and accurate customer
information through this.

In terms of credit scoring models, traditional credit scoring models mainly score
customers based on their credit card history, loan records, and other financial
information, which has significant limitations. In the optimized process, the bank
adopts a more complex multi-dimensional credit scoring model, which integrates
customers' social network activities, online consumption behavior, payment habits, etc.,
and can provide a more comprehensive credit profile.

In terms of data analysis, in traditional approval processes, banks rely on static
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analysis tools for credit scoring, which often cannot update customers' credit status in
real time. In the optimized process, through big data analysis technology, banks can
update and dynamically analyze customers' credit in real time, making the evaluation
more accurate and efficient.

In terms of approval cycle: Traditional approval processes require a lot of manual
intervention, resulting in longer approval cycles that typically take several days to a
week. In the optimized process, through technologies such as automated auditing and
machine learning, banks can complete approvals within minutes, greatly improving
efficiency.

In terms of customized loan products, traditional loan products are usually
standardized, while in the optimized process, banks can customize loan products based
on customers' credit status and needs.

In terms of risk management, traditional risk management methods rely on
manual review, which may have certain errors and omissions. The optimized process,
with the help of machine learning and artificial intelligence, can identify high-risk
customers in real time, predict default risks, and automatically adjust credit limits and
interest rates, effectively reducing risks.

In terms of compliance review, traditional compliance review processes often
rely on manual inspection, which carries risks of subjectivity and omission. In the
optimized process, compliance review is automated through an intelligent system to
ensure that every step complies with the latest regulatory requirements and reduces
compliance risks.

Overall, by utilizing new technologies to optimize credit policies, banks can not
only improve approval efficiency and reduce risks, but also provide more personalized
financial products based on individual customer needs.

In addition, the approval process combining big data and artificial intelligence
technology can comprehensively and dynamically evaluate customers' credit status,
thereby better supporting the expansion of banking services.

This innovation not only improves the service quality of banks, but also

promotes the development of financial technology, bringing new development



opportunities to the banking industry.
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3.2 Case Study, Innovative Banking Service Expansion Model

With the continuous advancement of financial technology, the expansion of
banking services is no longer limited to traditional financial products and services.
Banks are not only diversifying their service offerings, but also innovating their service
models to adapt to changes in customer needs.

In recent years, emerging service models such as social banking, embedded
finance, and intelligent financial services have achieved significant results both

domestically and internationally.

le7 WeBank Revenue and Growth Rate (2016-2023)

(CNY thousand)
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Fig 3.2 Revenue and Growth Rate of WeBank (2016-2023)

Source: Announcement from WeBank

Social Banking refers to banks establishing closer interactive relationships with
customers through social platforms and tools, integrating social elements to enhance
customer experience and meet diverse needs. Social banking not only provides basic
financial services, but also enhances user engagement and stickiness through social

media, mobile payments, and social interaction Ilomuska! /I:kepesio nocunanns He 3
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HaWJEeHO. .

WeBank is one of the leading Internet banks in China. It was founded by Tencent
in 2014 and is the first Internet bank in China to obtain a banking license IlomuJika! JI
JKepeJio MOCUJIAHHA He 3HaiaeHo.. As a typical digital bank, WeBank has made bold
attempts in service innovation and business models. By highly relying on big data,
artificial intelligence, and financial technology, it has successfully expanded financial
services for individual customers and stood out in the fiercely competitive banking
industry.

The successful expansion of WeBank is primarily due to its resolute promotion
of digital transformation, breaking through the business framework of traditional banks,
creatively utilizing advanced technologies such as financial technology and data
analysis, and creating an efficient, flexible, and highly personalized service platform.
Unlike traditional banks that rely on physical outlets, WeBank relies entirely on the
Internet platform to interact and provide services to users through Tencent's social
platforms (such as WeChat, QQ) and payment tools (such as Tencent Payment). It has
successfully attracted a large number of individual customers through innovative
business models in the following areas:

No physical branches, low-cost operation: The operation of WeBank does not
rely on traditional physical branches, but provides comprehensive banking services
through online platforms. The "no physical branch" model of banking business
significantly reduces operating costs, thereby providing more competitive financial
products in terms of business pricing.

Deep integration of Internet plus+finance: WeBank makes full use of Tencent's
ecosystem to embed financial services into users' daily life through integration with
Tencent's WeChat, QQ and other social platforms. This "Internet plus+Finance" model
helps WeBank quickly access to a huge user base, and reduces the cost of customer
acquisition [Momuika! /[zkepesno nocujiaHHs He 3HA/IEHO..

WeBank fully utilizes advanced technologies such as big data, artificial
intelligence (Al), and machine learning to optimize customer service processes and

risk management systems. Especially in the field of personalized financial services,
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WeBank's innovation can be said to be at the forefront of the industry:

Big data analysis: WeBank has established a comprehensive customer profile
through in-depth mining and analysis of users' transaction behavior, social media data,
consumption records, etc. Based on these data, WeBank can accurately identify the
financial needs of individual customers and provide customized financial services,
such as microcredit, consumer finance, etc.

Artificial intelligence driven credit evaluation and risk control system: WeBank
utilizes artificial intelligence and big data technology to accurately evaluate customers'
credit status and construct a credit scoring model based on behavioral data. This
intelligent risk control system greatly reduces the efficiency bottleneck of traditional
banks relying on manual review, while also reducing the risk of bad debts.

Intelligent customer service system: WeBank has also developed an intelligent
customer service system that can provide 24-hour service and intelligent consultation
and problem-solving solutions for customers. This service method not only greatly

improves customer satisfaction, but also reduces labor costs.

Weilidai Loan Total Trend (2017-2023)
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Fig 3.3 Weilidai Loan Total Trend (2017-2023)

Source: Announcement on Relevant Business of WeBank
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WeBank has also made a lot of attempts in financial product innovation,
especially in the fields of consumer finance and small loans, and its innovative services
have gained widespread attention and recognition in the market.

Micro loan: Micro loan launched by WeBank is one of its core consumer finance
products, providing fast and small credit loan services to a wide range of low-income
groups and small and medium-sized business owners Ilomuaka! Ixepeso n
ocuJiaHHs He 3HalaeHo.. Compared with the traditional bank loan process, Microloan
relies on big data technology to quickly complete the application, approval, and loan
disbursement processes, and does not require customers to provide the cumbersome
information required by traditional banks. This convenient service method greatly
reduces the threshold for low credit customers to obtain loans and enhances the
inclusiveness of services.

The bar chart shows that from 2017 to 2023, the total amount of micro loans has
shown a significant upward trend. In 2017, the total loan amount was 47.706 billion
yuan, and by 2023, it has increased to 414.507 billion yuan. This means an increase of
about 8.7 times over a six-year period. The most significant growth occurred between
2017 and 2018, more than doubling. This rapid growth continues every year, with
particularly high growth in 2022 and 2023.

This trend reflects the increasing popularity and demand for small loans, which
are typically driven by digital platforms such as Weilidai. The increase in loan volume
can be attributed to broader market acceptance, improved credit evaluation models, and
the convenience of users obtaining credit. This also indicates that China's small loan
platforms continue to play a more prominent role in personal financing.

Tencent Credit Payment: WeBank has also launched Tencent Credit Payment
products, providing users with installment payment services for consumption. When
shopping on e-commerce platforms such as Taobao and JD.com, users can choose
"Tencent Credit Payment" from WeBank for installment payments without providing
guarantees or credit cards. This product provides users with real-time credit evaluations
through big data and artificial intelligence, and offers flexible installment plans based

on the evaluation results.
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At the same time, WeBank not only relies on the advantages of its own platform,
but also gradually builds an ecosystem centered on financial technology through
cooperation with other enterprises. Through cross-border cooperation, WeBank has
broken through the Ilimitations of traditional banking services and provided
comprehensive financial services.

Linkage with Tencent's other businesses: WeBank deeply integrates with
Tencent's payment platform, social media, cloud computing, and other businesses,
enabling its financial services to reach a wider user base. Users can conveniently
conduct cross-border payments, wealth management, loans, and other operations
through the payment and financial services provided by WeBank on social platforms
such as WeChat and QQ. This cross platform service integration enables WeBank to
leverage Tencent's vast user base to quickly acquire customers.

Collaboration with e-commerce platforms: WeBank also collaborates with e-
commerce platforms such as JD.com and Taobao to provide financial support to
platform users. Through cooperation with e-commerce platforms, WeBank has not only
gained a large number of online customer resources, but also provided financial
services that meet the needs of e-commerce platforms, such as consumer loans,
installment payments, credit payments, etc.

In addition, WeBank not only focuses on profitability expansion, but also
upholds the social responsibility of inclusive finance, actively expanding the breadth
and depth of services, and serving a wider range of groups. By lowering the financial
threshold, WeBank enables more people to access financial services, including small
and micro enterprises and low-income groups that are difficult for traditional banks to
cover.

Serving small and micro enterprises: WeBank focuses on providing loan services
for small and micro enterprises through the "Micro Enterprise Loan" platform.
Compared to traditional banks, WeBank can more quickly assess the credit risk of small
and micro enterprises, provide timely financial support, and solve the problems of
difficult and expensive financing for small and micro enterprises Illomuiaka! [:xepesio n

OCHJIAHHA He 3HANIEeHO..
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Inclusive finance practice: WeBank pays special attention to low-income and
unbanked groups, providing them with flexible and convenient financial services
through innovative financial products and accurate risk assessments. Through the
implementation of inclusive finance, WeBank has not only enhanced its sense of social
responsibility, but also gained more social recognition.

The successful expansion of WeBank is driven by its deep layout in innovative
business models, utilizing big data and artificial intelligence technologies, cross-border
cooperation, inclusive finance, and other areas. By leveraging Tencent's powerful
ecosystem, WeBank has achieved a completely different business model from
traditional banks and successfully attracted a large number of individual customers,
especially in the fields of consumer finance and small loans, achieving significant
results.

The successful experience of WeBank provides valuable reference for other
financial institutions, demonstrating how financial technology can change the business
architecture and service methods of traditional banks.

This innovative banking service expansion model not only enhances customer
experience and satisfaction, but also helps banks stand firm in fierce market
competition, providing important insights for the further development of the banking
industry in the future.

In addition to the innovative model of social banking, embedded finance also
needs to be understood. Embedded Finance refers to the integration of financial
services into non-financial products or services, providing a seamless financial
experience through collaboration with other industries. This model greatly reduces the
threshold for financial services and enhances their accessibility and convenience
IMomunka! JIzkepesno nocusianus He 3Haiaeno. . Embedded finance not only includes t
raditional financial services such as payments, loans, and insurance, but also
encompasses functions such as investment and wealth management.

Ant Group's "Ant Financial" under Alibaba is a very typical example.

Ant Financial has expanded its financial services in e-commerce, payment, credit,

insurance, wealth management and other fields through the Alipay platform, creating
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a financial service platform deeply embedded in consumers' daily life ITomuaka! [
JKepeJio MOCUJIAHHS He 3Hali/IeHO. .

For example, when users purchase goods on Taobao, they can directly choose
Ant Huabei installment payment or purchase a short-term small loan called "Jiebei".
This mode not only improves the user experience, but also promotes the popularization
of financial products.

The most typical example of Ant Financial's "embedded finance" model is its
Alipay platform. As one of the largest mobile payment platforms in the world, Alipay
not only provides traditional payment functions, but also embeds financial services
such as financing, lending and insurance, forming a multi-level and multi-dimensional
financial ecosystem. This ecosystem is based on Ant Financial's powerful data analysis
capabilities, which can provide personalized financial products and services based on

users' consumption behavior, credit history, and social network data.

2023 China Third-Party Payment Market Share
JD Pay
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WeChat Pay
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Fig 3.4 2023 China Third-Party Payment Market Share
Source: Asset Information Network, Qianji Investment Bank, Analysys Data

Payment services are the foundation of Ant Financial. Alipay not only exists as
a payment tool, but also is deeply integrated with a variety of life scenarios (such as
transportation, shopping, catering, etc.), enabling consumers to complete financial
services in their daily consumption. Consumers can make payment and enjoy relevant
financial services through Alipay in a one-stop manner, whether they buy products, pay
utilities, take a taxi or order meals. This seamless connection breaks down the barriers
of traditional financial services and improves consumers' financial accessibility.

The market share data of China's third-party payment platforms in 2023 shows
that Alipay and WeChat payment dominate the market, accounting for nearly 63.5% of
the total share. Alipay leads with 34.5%, followed by WeChat payment with 29%,
reflecting the continuous competition between the two giants in the field of digital
payment. It is worth noting that WeChat Pay is one of the businesses under Tencent
Group's WeBank.

Micro lending services, such as Huabei and Jiebei, are another key area of Ant
Financial's embedded finance. Ant Financial analyzes users' consumption behavior and
credit history through big data technology, and can provide personalized credit
products for them. For example, "Huabei" provides consumer credit services similar to
credit cards, while "Jiebei" allows users to apply for short-term loans. These financial
products do not require the cumbersome approval process of traditional banks, but are
quickly approved through the system, greatly improving user convenience and fund
liquidity.

In addition, Ant Financial also provides users with convenient investment
services through its investment and wealth management platform "Ant Wealth". Users
can directly purchase funds, stocks and other financial products on the Alipay platform,
and enjoy professional financial advice and risk management. This embedded financial
model not only provides users with a low threshold and efficient wealth management

channel, but also changes the traditional banking wealth management business model.
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Through embedded finance, Ant Financial deeply integrates financial services

with daily life scenarios, lowers the threshold for using financial services, enhances

user experience, and promotes financial inclusion. In addition, with strong data and

technological advantages, Ant Financial is able to achieve accurate prediction of

individual customer needs, provide customized financial products and services, and
further promote the development of financial innovation.

In summary, Ant Financial has achieved a deep integration of financial services

and daily life through the innovative model of embedded finance, providing users with

a more convenient and personalized financial experience, and bringing revolutionary

changes to the financial industry.

3.3 Trends and Prospects for Future Banking Service Expansion

With the continuous development of the social economy and technological
progress, the needs of individual customers are undergoing profound changes, and the
ways in which banking services are provided are also constantly evolving. Especially
in the context of digital transformation and rapid development of financial technology,
banking services are moving towards a more intelligent and personalized direction.

The first thing to pay attention to is the changes in individual customer needs.

With the popularization of the Internet and the wide application of mobile
payment and intelligent terminals, the needs of individual customers are no longer
limited to traditional deposit and loan services, but more convenient, intelligent and
personalized financial products and services.

The first trend is the convenience and real-time nature of financial services.

Individual customers pay more and more attention to the convenience of
financial services, especially in the context of mobile Internet, users hope to enjoy fast
banking services anytime and anywhere. From traditional banking to mobile banking,

and then to the launch of smart banking services, customer demands are evolving
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towards 24/7 and all scenario services [lomuiaka! Jl:xepesio nocujiaHHs He 3HaIEHO..

For example, WeBank launched a service model without physical outlets through
full digital operation, and provided customers with readily available micro credit,
consumer finance, wealth management and other products through the Internet
platform, greatly improving the convenience and real-time nature of the service.

The second trend is personalized financial services.

With the increasing diversification of customers' financial needs, banks have
begun to focus on personalized products and services to meet the differentiated needs
of different groups. Individual customers are increasingly seeking financial products
that meet their own needs and preferences, rather than "generic" services Ilomuinka! /]
JKepeJio MOCUJIAHHS He 3HAHIEeHO..

WeBank has also made active explorations in this area, analyzing users'
consumption, savings, credit and other behaviors through big data to provide intelligent
personalized service recommendations. This personalized service not only enhances
customer satisfaction, but also increases the bank's service stickiness.

The third trend is the demand for digitalization and intelligence in finance.

With the rapid development of technologies such as artificial intelligence, big
data, and blockchain, individual customers' demands for banking services are gradually
shifting towards intelligence and dataization. Customers hope that banks can provide
more accurate financial services through technological means, such as intelligent
investment advisory, automated credit assessment, and precise wealth management
planning.

For example, WeBank relies on big data and artificial intelligence technology to
not only provide personalized credit products based on users' historical behavior and
credit records, but also improve customer service efficiency through intelligent
customer service, automated processing, and other means. Customers can enjoy
personalized and intelligent financial services through mobile phones or Internet
platforms, which not only meet the requirements of rapidity, but also ensure accuracy.

Furthermore, it is worth noting how banking services can be further digitized

and intelligentized.
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The service model of banks is rapidly shifting from traditional manual services
to technology driven digital and intelligent services. Digital banking services are not
only about moving traditional businesses online, but also about profound changes in
service models and reshaping business processes.

Intelligent services based on big data.

With the development of big data technology, banks can accurately identify user
needs and provide more personalized financial products through massive user data
analysis. For example, WeBank utilizes big data and machine learning technology to
analyze multiple dimensions such as user consumption behavior and social media
activities, providing customers with accurate product recommendations and risk
assessments.

In the future, banks will rely more on data analysis and artificial intelligence to
provide customized services such as robo advisors and customized credit products.
With the help of big data, banks can obtain valuable insights from multi-dimensional
information such as customers' consumption, payment, wealth management, and
lending, thereby helping banks optimize business processes and enhance customer
experience.

Artificial intelligence and automation services.

With the advancement of artificial intelligence technology, banks will pay more
attention to improving service efficiency and quality through intelligent means. For
example, banks provide 24-hour uninterrupted customer service through technologies
such as intelligent customer service, voice recognition, and natural language
processing, answering customer questions, handling various business operations, and
even conducting complex credit approvals.

WeBank has already achieved significant results in intelligent services. Its credit
approval system based on artificial intelligence can quickly analyze customers' credit
status, repayment ability, and loan needs, and provide customized credit plans for
customers. This intelligent service not only improves the operational efficiency of
banks, but also reduces the deviation of manual review, making loan approval more

accurate and fair.
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The application of blockchain technology.

The application of blockchain technology in the financial field, especially in
payment settlement, cross-border payments, asset securitization and other fields, has
begun to achieve initial results. Blockchain technology can ensure the transparency,
traceability, and security of transactions, playing an important role in preventing
financial risks and combating financial crimes.

In the future, banks will increasingly utilize blockchain technology in service
expansion to enhance the transparency and security of financial services, while
reducing operating costs. For example, WeBank is exploring the use of blockchain
technology to optimize cross-border payments and supply chain finance, improving the
efficiency and security of fund circulation.

With the changing needs of individual customers and the rapid development of
financial technology, the digitization and intelligence of banking services will become
the mainstream trend of future development. Through technologies such as big data,
artificial intelligence, and blockchain, banks will be able to meet customer needs more
accurately and personalized, improving service quality and efficiency.

Banks need to continue deepening their digital transformation and improving
their level of intelligent services in order to maintain their advantage in the fiercely
competitive financial market.

In addition, how to promote interaction between banks and individual customers
through policy adjustments is also a development direction worth exploring. This is
also the main innovative suggestion of this thesis.

With the rapid development of financial technology and changes in customer
demands, the relationship between banks and individual customers is undergoing
unprecedented transformation.

The traditional banking business model is mainly based on offline services and
fixed products, and with the advancement of digital transformation, the interaction
between customers and banks is constantly evolving.

Individual customers are increasingly relying on digital platforms and intelligent

services, which requires banks to make flexible responses in service models, product
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innovation, user experience, and other aspects.

In order to promote closer interaction between banks and individual customers,
banks need to make corresponding adjustments at the policy level, combine the
advantages of financial technology, promote intelligent and personalized services, and
enhance customer satisfaction and loyalty.

Next, we will continue to combine the innovative practices of WeBank and
propose several innovative policy adjustment suggestions to help banks establish closer
interactive relationships with individual customers.

The first is the need for personalized credit policies and precise services.

Banks' credit policies should be more flexible and personalized to meet the needs
of different customer groups. The traditional credit evaluation methods are usually
based on fixed factors such as the customer's historical credit record and asset status,
which often cannot fully reflect the customer's true needs and future payment ability.
However, in today's increasingly developed financial technology, with the help of
technologies such as big data and artificial intelligence, banks can more accurately
assess customers' credit risks and provide tailored credit products.

Taking WeBank as an example, WeBank has established a more comprehensive
credit evaluation system by deeply analyzing multi-dimensional data such as
customers' social behavior, consumption habits, and online payment history. Through
intelligent systems, WeBank can provide personalized credit products for customers
with different credit conditions. For example, for customers with good credit, banks
can offer credit products with lower interest rates and higher credit limits, while for
customers with weaker credit, they can provide more flexible repayment arrangements
or lower loan amounts. Through this flexible adjustment of credit policies, banks can
better serve different customer groups while maintaining controllable risks, thereby
promoting interaction between customers and banks.

Banks can further optimize their credit policies in the following areas.

Personalized credit limit and interest rate adjustment: Tailored credit limits and
interest rates for customers based on their consumption patterns, payment behavior,

and other data to increase the attractiveness of the product.
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Flexible repayment methods: Based on the customer's payment ability and cash
flow situation, provide more flexible repayment plans to help customers reduce
financial pressure and lower default risks.

Seamless integration of cross platform services: Banks can collaborate with
more third-party platforms, utilize big data and artificial intelligence to achieve cross
platform credit evaluation, and provide customers with more personalized financial
products.

The second is to enhance customer experience and interactive services.

The improvement of customer experience is the key to establishing long-term
interactive relationships between banks and customers. With the advancement of
digital transformation, banks must promote innovation in intelligent services through
policy adjustments, and enable customers to enjoy more convenient and personalized
services. Banks should pay attention to the following innovative measures.

Intelligent customer service and digital interaction.

Currently, many banks have launched artificial intelligence customer service
systems that can use natural language processing (NLP) technology to understand
customer issues and provide instant solutions. This technology not only enhances the
customer experience, but also enables banks to provide services 24/7, enhancing the
interaction between customers and banks. WeBank has achieved significant results in
this field. Through the "WeBank Intelligent Customer Service" platform, customers
can quickly answer various business questions and receive personalized
recommendations for financial products.

In terms of policy adjustments, banks can further enhance the functionality of
intelligent customer service systems by strengthening semantic and sentiment analysis,
improving accuracy, and other aspects.

Cross channel interaction and seamless service experience.

With the diversification of online financial service platforms, the interaction
between banks and customers is not limited to traditional counters and mobile banking.
Customers also interact with banks through multiple channels such as social platforms,

instant messaging tools, and smart devices. Banks need to adjust policies, break down
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channel barriers, and achieve seamless integration of cross platform services.

As a leading Internet bank in China, WeBank has certain advantages in cross
platform services. It has built an omni channel financial service system through the
open interfaces of third-party platforms such as WeChat and Alipay, enabling
customers to enjoy a consistent banking service experience on multiple platforms.
Banks can optimize cross channel services through measures such as data
interoperability across multiple platforms and strengthening social platform service
capabilities.

Strengthen customer participation and feedback mechanisms.

In order to better serve individual customers, banks should enhance customer
participation through policy adjustments, allowing customers to participate in the
design and optimization process of bank services. Banks can achieve this goal by
improving data transparency and optimizing customer feedback mechanisms.

The trust of customers in financial services is the key to the success of banking
services. Banks should enhance customer trust by opening up data and improving
transparency. Banks can collect customer opinions and suggestions through customer
satisfaction surveys, online feedback systems, and other means, and adjust services
according to customer needs.

Through policy adjustments, banks can better promote interaction with
customers, not only enhancing their sense of participation and experience, but also
helping to improve customer loyalty and satisfaction. By implementing more flexible
credit policies, promoting intelligent services, and optimizing cross channel interaction
mechanisms, banks can establish closer relationships with customers in the digital age.

With the continuous advancement of technology and gradual optimization of
policies, the interaction between banks and customers will become increasingly
intelligent and personalized, further promoting the popularization of financial services
and meeting customer needs.

Overall, in order to effectively promote interaction between banks and individual
customers, banks need to start with policy adjustments and promote more intelligent

and personalized services. By optimizing credit policies, enhancing customer
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experience, and strengthening multi platform interaction, banks can not only improve
service quality, but also increase customer loyalty and market competitiveness.

As a representative of innovation, WeBank's successful practice has provided
valuable experience for banks. In the future, banks should continue to explore more
flexible, efficient, and personalized service models, and create an intelligent financial

ecosystem to better meet customer needs and respond to market challenges.
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CONCLUSIONS

The purpose of this thesis is to explore how banks can respond to changes in
individual customer needs by expanding their service scope, especially through digital
and intelligent transformation, and further promote the optimization and innovation of
credit policies.

The banking industry is in a rapidly developing era, and the introduction of
financial technology has made banking services no longer limited to traditional
products and models. The expansion of banking services not only includes the
enrichment of financial products, but also the comprehensive upgrading of service
channels, technological means, and customer experience.

By analyzing the current situation, implementation strategies, and future trends
of bank service expansion, this thesis proposes specific measures to optimize credit
policies and innovate bank service models, and provides practical guidance for the
future service expansion of banks.

With the development of social economy and changes in individual customer
needs, the expansion of banking services has become one of the core strategies for the
development of major banks. In recent years, individual customers have shown
diversified and personalized demands for banking services, which poses a huge
challenge to traditional banking business models. From the perspective of banks, the
challenge of service expansion mainly lies in how to meet the ever-changing needs of
customers through innovative financial products, digital service platforms, and
optimized service processes.

The service expansion of banks mainly focuses on areas such as consumer credit,
personal finance, and smart payments. In the past few years, banks have gradually
introduced intelligent loan approval, personalized wealth management products, and
convenient payment methods through the introduction of financial technology. These
innovative banking services not only improve the customer experience, but also

enhance the bank's own competitiveness.
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However, there are also some challenges in the process of expanding banking
services. The first is how to break through the limitations of traditional credit
evaluation models through technological means, adopt more flexible credit scoring
models, and ensure the fairness and accuracy of services. The second is how banks
ensure service quality and security during the process of service expansion, avoiding
technical vulnerabilities and information security issues. In addition, how to achieve
customer privacy protection in the era of big data and avoid the risks caused by
excessive reliance on data analysis is also a concern that banks need to pay attention to
when expanding their services.

The second part of this thesis analyzes the changing trends of individual
customer needs, with a focus on how financial technology can drive innovation in
banking services. With the advancement of technology, especially the widespread
application of big data, artificial intelligence, and blockchain technology, the service
model of the banking industry has shifted from the traditional product centered to a
customer-centric service model. Individual customers have diverse and personalized
demands for banking services, and banks need to meet these needs through more
flexible and innovative products and services.

Driven by changes in individual customer demands, banks are undergoing a
profound digital transformation.

Individual customers have an increasing demand for convenient services, and
mobile payments, intelligent customer service, online wealth management, and other
basic services that banks must provide. Secondly, with the improvement of individual
customers' financial literacy, the demand for personalized and customized services is
gradually increasing. Banks need to provide personalized financial solutions to
customers through big data analysis to meet their needs in various aspects such as credit,
savings, and investment.

With the further development of financial technology, traditional credit policies
are facing enormous challenges and opportunities. Traditional credit evaluation relies
on static credit scoring models. However, with the introduction of technologies such as

big data and artificial intelligence, banks are able to more comprehensively and
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accurately assess the credit risk of individual customers. Through data mining and
analysis, banks can break through the limitations of traditional credit evaluation,
achieve comprehensive assessment of customer credit status, and formulate more
personalized credit policies.

In this process, the role of financial technology cannot be ignored. Big data
technology can help banks obtain and analyze real-time data on customers'
consumption behavior, payment habits, social information, etc., thereby improving the
accuracy and timeliness of credit evaluation. Artificial intelligence technology can help
banks automate the credit approval process, reduce human intervention, lower
operational risks, and improve approval efficiency.

With the continuous advancement of financial technology, banks will
increasingly rely on data-driven intelligent decision-making models in the credit
evaluation process. This can not only improve the risk management capabilities of
banks, but also provide more flexible and personalized financial products for individual
customers, thereby meeting their diverse needs.

Based on analysis, this thesis proposes some policy recommendations aimed at
promoting better development of banks in the process of service expansion.

Banks should increase their investment in financial technology, promote digital
transformation, and popularize intelligent services.

Banks should optimize their credit policies, combine financial technology, and
use technologies such as big data and artificial intelligence to conduct accurate credit
evaluations, providing customers with more personalized and flexible financial
products.

Banks should actively promote the construction of open banks, cooperate with
third-party financial institutions, technology companies, etc., and form a more open
financial service ecosystem.

Banks should strengthen the protection of financial data security, ensure the
privacy and security of customer information, and enhance customer trust.

The practical significance of this thesis lies in the fact that banks can not only

enhance their market competitiveness through service expansion, but also better meet
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the constantly changing needs of individual customers. At the same time, in the process
of promoting service expansion, banks need to pay attention to the balance between
technological innovation and compliance risks, ensuring that while promoting digital
transformation, customers' privacy and data security can be protected.

In summary, this thesis provides valuable theoretical references and practical
experience for banks on how to respond to market changes and enhance
competitiveness through service expansion, especially in the areas of financial
technology application, credit policy optimization, and personalized financial products.
It puts forward some practical strategies and suggestions, which provide useful

references for the future development of banks.
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APPENDIXES



Appendix A
STOCK OF PERSONAL CONSUMPTION LOANS IN THE BANKING
INDUSTRY (IN BILLIONS OF YUAN)

Stock of personal consumption loans in the banking industry (in billions of yuan)
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Fig A.1. Stock of personal consumption loans in the banking industry
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