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Evaluation and Policy Issues related to Operating
the Loan—-to—Loan Transfer Infrastructure

The world’s first loan-to-loan transfer infrastructure, launched on 31st May
2023, enables customers to compare the loan terms offered by various financial
companies through loan comparison platforms. Customers can then easily and
conveniently repay the principal amount through the loan transfer system pro-
vided by the Korea Financial Telecommunications and Clearings Institute
(KFTCD and financial companies. The loan-to-loan transfer infrastructure has
been effectively implemented and has somewhat achieved its intended goal of
decreasing the interest burden on consumers by promoting competition among

financial institutions.

However, despite the positive initial outcomes, the infrastructure faces limitations
due to market fragmentation and information asymmetry. Information asymmetry
suggests that personal loans are associated with relationship financing. This could
lead to increased competition among top banks for customers, and a potential for
a decline in credit risk assessment functions. In addition, although the problem of
market concentration has not yet been observed in loan comparison platforms,
there is a preference for larger platforms with a greater customer base. Given the
substantial growth of the online loan brokerage market, it is essential to take
measures to prevent the negative effects of market concentration. This paper ex-
plores solutions to the decline in loan screening process and high levels of market
concentration, while maintaining positive outcomes for consumer and improving

efficiency.
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