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Digital finance, credit constraints, and household consumption
XIE Jiazhi'?, WU Jingru'

(1. School of Economics and Management, Southwest University, Chongqing 400715, China;
2. Institute of Intelligent Finance and Platform Economic, Southwest University, Chongqing 400715, China)

Abstract: The vigorous development of digital finance has relieved the imbalance of credit structure in traditional
finance, which has greatly affected household consumption behavior, and created an opportunity to dissolve the
problem of consumer downturn. Based on the 2013 China Family Finance Tracking Survey Data (CHFS), this paper
frames an intergenerational alternating model and uses a mediating effect test to study the impact of digital finance on
household consumption. To overcome the endogeneity of digital finance, the two-stage least squares (2SLS) estimation
is carried out by using the instrumental variables. The results show that digital finance is convenient and fast, of low
cost and easy accessibility, which relieves family credit constraints and stimulates household consumption.
Heterogeneity of family characteristics also finds that digital finance has greater incentives for low-income households
as well as rural households to consume more. The study provides a micro-mechanism that affects household
consumption by digital finance, and provides policy advice for guiding digital finance to promote household
consumption and economic growth driven by domestic demand.

Key Words: digital finance; credit constraint; household consumption; mediating effect
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