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Abstract

This paper studies the real effects of a government-enabled fintech refinancing infrastructure using
borrower-level data from Korea’s unsecured consumer loan market. Introduced in May 2023, the online
“one-stop loan-transfer platform™ reduces search and transaction costs in refinancing by digitizing and
standardizing the switching process. We compare households that refinance through the platform with those
that refinance through traditional channels, using difference-in-differences and dynamic event-study
designs around the refinancing event. We find that refinancing increases household consumption, and that
the consumption response is significantly larger for platform refinancers. Platform use also leads to
substantially greater reductions in interest payments. The results provide first kind of micro-level evidence
that reducing refinancing frictions through fintech infrastructure can strengthen the pass-through from
borrowing cost reductions to household spending and improve consumer welfare. As unsecured consumer
loans are smaller and shorter in maturity than mortgages, the consumption responses we document can be
interpreted as a lower bound on the real effects of fintech-enabled refinancing, suggesting potentially larger
welfare gains in markets with stronger refinancing incentives, such as mortgage lending.
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I. INTRODUCTION

Household debt and borrowing costs have become increasingly central to macro-financial
stability and household welfare. When interest rates rise, the cash-flow burden of debt servicing
can depress consumption and amplify downturns through the “debt channel” (Di Maggio et al.,
2017; Flodén et al., 2021; Agarwal et al., 2022). While refinancing plays a crucial role in the
transmission by affecting debt, default, and spending (Abel and Fuster, 2021; Eichenbaum et al.,
2022; Choi et al., 2025), a growing literature documents that refinancing frictions—such as search
costs, switching costs, and informational barriers—can weaken the pass-through from lower
borrowing costs to household spending (Keys et al., 2016; Amromin et al., 2020; DeFusco and
Mondragon, 2020; Agarwal et al., 2024; Byrne et al., forthcoming). Recent policy initiatives
therefore aim not only to reduce interest burdens but also to digitize and standardize refinancing

processes to intensify lender competition and improve consumer welfare.

This paper studies the real effects of a major fintech-policy intervention in Korea: the
government-enabled online “one-stop loan-transfer platform,” introduced in May 2023. The
platform allows borrowers to refinance existing loans with reduced search and transaction costs,
potentially improving cash flows through lower interest expenses and increasing consumption. Yet
despite strong policy relevance, micro-level evidence on whether fintech-enabled refinancing

infrastructures translate into meaningful real-side welfare gains remains limited.

We focus on the unsecured consumer loan market, where refinancing can be highly
automated and relatively free from collateral verification, third-party documentation, and legal
procedures that complicate mortgage-type products. This institutional feature makes unsecured
loans an ideal setting to isolate whether lowering refinancing frictions alone can generate

measurable consumption responses.

Using borrower-level microdata that link refinancing activity and consumer spending, we
compare households who refinance unsecured loans through the platform (“platform refinancers”)
to those who refinance through traditional channels outside the platform (“non-platform
refinancers”). We first document that platform refinancing has grown rapidly since inception and
accounts for a sizable share of unsecured refinancing activity. In the unsecured market, platform

refinancing comprises roughly 30-40% of total refinancing amounts, and the aggregate pattern of



total refinancing closely tracks platform activity, indicating that the platform is not a marginal

segment but an important part of market refinancing dynamics.

We then characterize selection into platform usage. Platform users are systematically
different: relative to non-platform refinancers, they tend to be younger (with high density in their
30s—40s), more likely male, more concentrated in the Seoul metropolitan area (Seoul and
Gyeonggi), have higher credit scores, higher income, and larger total debt balances. They also
borrow relatively more from banks, while non-platform refinancers rely more on non-banks. These
differences highlight the need for empirical designs that carefully address selection into platform

use.

Our empirical strategy combines (i) difference-in-differences (DID) comparisons around
the refinancing event and (ii) dynamic event-study specifications to assess pre-trends and the
evolution of treatment effects over time. We find three main results. First, consumer spending
increases by 2.5% after refinancing in the unsecured loan market, and the increase is significantly
larger (2% more) for platform refinancers than for non-platform refinancers, consistent with the
idea that reducing refinancing frictions strengthens the real-side impact of refinancing. Second,
platform refinancing generates larger reductions (8% more) in interest payment relative to

traditional refinancing.

Taken together, our findings contribute to the fintech and household finance literature by
providing micro-level evidence that digitizing and standardizing refinancing can strengthen the
pass-through from borrowing cost reductions to household consumption. The results also yield
clear policy-relevant insights: fintech-based refinancing infrastructures can enhance household
welfare not only by reducing interest burdens but also by stimulating consumption through the
cash-flow channel—at least in unsecured consumer credit, where refinancing incentives are

relatively limited and loan amounts are modest.

This institutional environment makes Korea a particularly informative setting for assessing
whether further reductions in refinancing frictions—through digitalization and standardization—
can still generate meaningful real effects. Because unsecured consumer loans are shorter in
maturity and smaller in size than mortgages, the scope for refinancing-driven gains is inherently
constrained. As a result, the consumption responses documented in this paper can be interpreted

as a lower bound on the potential real effects of fintech-enabled refinancing. In markets where



refinancing incentives are stronger—such as mortgage markets with larger loan balances and
longer maturities—the welfare and policy impact of comparable refinancing infrastructure may be

c€ven more pI'OIlOlll’lCGd.

The remainder of the paper is organized as follows. In Section II, we discuss data and
econometric methodology, after which Section III presents our main findings and discussion of

the findings. Section IV concludes.
II. INSTITUIONAL BACKGROUND

A. Online Refinancing Infrastructure in Korea

Korea introduced a world-first government-enabled fintech refinancing infrastructure—
commonly referred to as the online “loan-switching” or “loan-transfer” service—to facilitate
household refinancing through standardized digital processes. The initiative was motivated by two
policy objectives: alleviating households’ interest-payment burdens and strengthening competition
in retail lending by lowering barriers to switching across financial institutions. Importantly, the
Korean case is distinctive not merely because it digitizes refinancing, but because the government
built a nationwide interoperable infrastructure that connects financial institutions and fintech

platforms through a common settlement and information-sharing backbone.

The infrastructure was developed through coordinated efforts among the Financial Services
Commission (FSC), the Financial Supervisory Service, the Korea Financial Telecommunications
and Clearings Institute (KFTC), participating financial institutions, and fintech-based comparison
platforms. Unlike privately operated refinancing platforms observed in other markets, Korea’s
system 1s government-enabled and infrastructure-based, providing a standardized backbone that

allows multiple lenders and fintech intermediaries to participate on equal technical terms.

The service was initially launched for unsecured consumer credit loans on May 31, 2023.
Through smartphone-based applications, borrowers can retrieve information on existing loans,
compare refinancing offers across lenders, and execute refinancing with minimal offline
interaction. A key institutional feature is interoperability: multiple lenders and fintech platforms
are connected to a common network that automates critical components of refinancing, including
payoff amount verification and settlement coordination. Participation is broad, spanning banks,

savings banks, credit card companies, and capital companies, with a total of 52 participating



institutions. Such breadth is essential for the platform’s competitive mechanism, as it expands the
set of feasible refinancing offers available to consumers and increases the scope for rate

competition.

Although the refinancing infrastructure was subsequently extended to other loan products,
unsecured consumer credit is the segment in which the platform operates most closely to its
intended design. Refinancing unsecured loans does not require collateral verification, registry
procedures, or interactions with guarantee institutions, enabling a high degree of automation and
procedural standardization. More broadly, the degree of automation differs sharply across loan
categories: in unsecured credit, refinancing can be implemented as a largely automated process
because the transaction relies primarily on borrower-level credit assessment and does not involve
collateral-related or third-party documentation. In contrast, mortgage refinancing typically
requires collateral registration and related legal documentation, introducing procedural steps that

are less amenable to standardization and may constrain full digitization.

As a result, unsecured refinancing provides a particularly clean setting to study the real
effects of fintech-enabled refinancing. In this market, observed variation in refinancing outcomes
is more tightly linked to the platform’s core economic function—reducing search and transaction
costs and facilitating access to lowest-rate offers—rather than to product-specific procedural
bottlenecks. This institutional setting motivates our difference-in-differences and event-study
design comparing borrowers who refinance through the platform with those who refinance through
traditional channels. By focusing on unsecured credit, we minimize confounding variation arising
from collateral and third-party procedures and isolate the platform’s impact on interest costs and

consumption.
B. Eligibility and Constraints for Platform-based Unsecured Refinancing

Platform refinancing for unsecured consumer credit applies to a clearly defined set of
products and borrower conditions. Eligible products include employee-based unsecured credit
loans and overdraft credit lines with an original principal of KRW 1 billion (about USD 0.7 million)
or less, and coverage was expanded to include card loans (long-term credit card loans). Certain
loan types are not eligible for platform switching, including policy finance products, cash advances,
and loans from private moneylenders. Eligibility is further governed by underwriting and

regulatory constraints. Borrowers must satisfy the receiving lender’s credit screening standards.



Loans associated with delinquency, legal disputes, default, rehabilitation, or bankruptcy are

excluded.

Importantly, refinancing through the platform is limited to switching within the existing
outstanding balance: borrowers cannot increase the principal through platform refinancing. This
restriction is crucial to identifying the causal effect of interest payment reductions on consumption.
In addition, refinancing must remain within the applicable Debt Service Ratio (DSR) regulatory
limits. The platform is designed to provide transparent information to facilitate decision-making.
In addition to presenting refinancing offers, the platform calculates the borrower’s net gain by
incorporating any relevant prepayment penalties, allowing borrowers to compare options based on
the true economic benefit. Moreover, borrowers can often switch between repayment structures—
such as installment-based unsecured loans and overdraft credit lines—conditional on lender

underwriting, expanding feasible switching options relative to more rigid refinancing channels.
C. Platform Refinancing versus Traditional Refinancing

The refinancing platform changes the household refinancing problem by reducing two
frictions that are central in consumer credit markets: (i) information frictions in searching for better
loan terms and (ii) transaction frictions in executing the switch. These frictions are substantial in
unsecured credit, where rates can vary across lenders and refinancing traditionally requires

repeated verification and manual coordination.

Search and comparison. In the traditional refinancing process, borrowers typically contact
lenders sequentially—through separate bank applications, call centers, or branch visits—to inquire
about terms. This raises the time and attention costs of rate shopping and can limit the set of offers
a borrower considers. The platform lowers these search costs by allowing borrowers to retrieve
existing-loan information and compare offers across multiple participating institutions in a single

interface.

Documentation and verification. Traditional refinancing often requires borrower-provided
documents (e.g., employment and income verification) and lender-specific procedures. The
platform relies more heavily on digital verification and automated retrieval of borrower

information, reducing the non-pecuniary “hassle cost” of refinancing.



Payoff and settlement. A key bottleneck in refinancing is the payoff stage: confirming the
outstanding balance and coordinating the repayment of the existing loan while originating the new
loan. Under the platform infrastructure, payoff information can be automatically retrieved and
repayment can be executed through a common settlement network, which reduces delays and
coordination failures. In contrast, traditional refinancing commonly involves manual settlement—
such as direct transfers and institution-to-institution confirmation—which can increase uncertainty

and raise effective switching costs.

Transparency and standardization. Platform-based offers are presented in a standardized format,
facilitating comparison across lenders. Traditional refinancing may involve more discretionary
pricing and relationship-based adjustments, which can make offers less comparable and increase
the cost of searching and negotiating. In sum, the platform can be viewed as an institutional
innovation that lowers the effective cost of refinancing—both by expanding the set of offers
borrowers consider and by reducing the operational burden of switching once a borrower chooses
a new loan. Figure 1 visulaizes the differences in traditional vs. online one-stop refinancing in

unsecured consumer credit markets.

Since its launch, platform-based refinancing has accounted for a meaningful, though not
dominant, share of total refinancing activity in unsecured consumer loans. As shown in the left
panel of Figure 2, the platform share stabilized at around 30 percent following an initial surge
above 40 percent in June 2023. Over the same period, overall refinancing frequency in the Korean
unsecured consumer loan market ranges between 10 and 15 percent (right panel of Figure 2), which
is lower than the corresponding figure in Korea’s mortgage market, where refinancing rates

averaged around 30 percent between 2022 and 2025.

This difference is unsurprising. Unsecured consumer loans are typically smaller in size and
shorter in maturity than mortgage loans, implying weaker financial incentives to refinance in
response to interest rate changes. In addition, refinancing unsecured credit historically involved
substantial search and transaction costs relative to the potential interest savings, further dampening
refinancing activity. Against this backdrop, a refinancing frequency of 10-15 percent in the

unsecured segment is nontrivial.

Although consistent cross-country data on refinancing frequency for consumer loans are

scarce, available evidence suggests that mortgage refinancing activity in Korea is relatively high



compared with many other countries. Choi et al. (2025), for example, document substantially lower
refinancing frequencies across European mortgage markets.! Importantly, Korea’s credit market is
characterized by a predominance of variable-rate loans—a feature typically associated with weaker
incentives to refinance, as interest rate changes are partially passed through even without switching.
In this context, the relatively high observed refinancing frequency suggests that refinancing

frictions in Korea are already modest by international standards.

This institutional environment makes Korea a particularly informative setting for studying
whether further reductions in refinancing frictions—through digitalization and standardization—
can still generate meaningful real effects. If fintech-enabled platforms can induce additional
refinancing and measurable consumption responses even in a market where incentives to refinance
are relatively limited, their potential welfare and policy relevance is likely to be even larger in

environments characterized by higher baseline frictions.
D. Testable Implications

The institutional features above imply a set of testable predictions that guide our empirical

analysis.

Prediction 1 (Selection into platform refinancing). Borrowers who refinance through the newly
launched platform are not randomly drawn from the population of refinancers. Instead, platform
users are systematically selected along observable dimensions: they tend to be younger and exhibit
greater familiarity with digital financial services and higher attentiveness. Although this selection
is substantially weaker than the difference between refinancers and non-refinancers, any
comparison between borrowers who refinance through traditional channels and those who use the

platform must explicitly account for selection into platform use.

Prediction 2 (Interest cost saving). Platform refinancing should generate larger reductions in
borrowing costs than traditional refinancing. By lowering search costs, the platform increases the

likelihood that borrowers locate a lower-rate offer. By reducing execution frictions, it makes it

! Mortgage refinancing frequency varies widely across countries due to differences in mortgage contract structure,
housing market regulation, and financial market development. For example, refinancing frequencies tend to be higher
in countries such as France and Germany (around 10—15 percent), where fixed-rate mortgages are more prevalent, and
lower in countries such as Portugal or Spain (as low as 2 percent), where variable-rate mortgages dominate. In contrast,
refinancing frequency is substantially higher in the United States (though highly cyclical), reflecting the predominance
of long-term fixed-rate mortgages and the high degree of mortgage securitization.



easier to complete the switch. We therefore expect larger post-refinancing declines in interest

expenses among platform refinancers.

Prediction 3 (Consumption response). If household spending responds to cash-flow
improvements (the debt-service channel), then refinancing-induced reductions in interest
payments should translate into higher consumption. Because the platform is expected to deliver
larger interest savings, consumption should increase more after refinancing for platform

refinancers than for non-platform refinancers.

Prediction 4 (Dose-response). A cash-flow mechanism implies a monotone relationship between
interest savings and consumption: borrowers experiencing larger reductions in interest costs should
increase spending more. This prediction motivates borrower-level dose-response analyses linking
changes in interest payments to changes in consumption. This analysis also provides an estimate
on micro-level marginal propensity to consume (MPC), which is often difficult to obtain due to

endogeneity in household consumption and disposable income.

These predictions motivate our difference-in-differences and event-study design
comparing borrowers who refinance through the platform with those who refinance through
traditional channels. By focusing on unsecured credit—where refinancing is highly automated and
relatively free from collateral- and third-party-related procedures—we minimize confounding

variation and isolate the platform’s impact on interest costs and consumption.

III. EMPIRICAL FINDINGS

A. Who Uses Platform Refinancing? Evidence from Borrower
Characteristics

To characterize selection into platform-based refinancing, we model the probability that a
borrower refinances through the government-enabled platform using a logistic regression
framework. Let Plat; be an indicator equal to one if borrower i uses the platform when refinancing
her unsecured consumer credit loan, and zero if she refinances through traditional non-platform

channels. We estimate the following model:

Pr(Plat; = 1|Z;) = A(yo +v'Zy), (1)



Where A(x) = &) qenotes the logistic cumulative distribution function.? The vector Z;
1+exp(x) t

includes borrower demographics (age group, gender, and region of residence), credit
characteristics (credit score and income), and borrowing structure variables such as the outstanding
amount of unsecured consumer credit, the number of lenders, and indicators for whether the
borrower holds bank-based or non-bank credit loans. All covariates are measured in the period

immediately preceding refinancing to avoid mechanical correlations with platform use.

The estimates in Table 1 show that platform adoption is strongly and systematically related
to borrower demographics, geography, and pre-refinancing financial conditions, implying
substantial non-random selection into platform use. For example, platform refinancing is
concentrated among younger borrowers. Relative to borrowers in their 60s (the omitted group),
borrowers in their 30s are substantially more likely to refinance through the platform,
corresponding to an odds ratio of 2.50. Borrowers in their 20s and 40s also exhibit markedly higher

platform use than those in 60s.

Platform use is higher among men (odds ratio of 1.21) and is disproportionately
concentrated in the Seoul metropolitan area. Relative to borrowers residing in non-metropolitan
areas, residents of Seoul and Gyeonggi province are significantly more likely to refinance through
the platform (odds ratios of 1.24 and 1.17, respectively). Income is also positively associated with
platform adoption: borrowers in the top income tercile are more likely to use the platform than
those in the lower-income group (odds ratio of 1.08), while the effect for the middle-income group

is smaller and statistically modest.

Borrowing structure is among the strongest predictors of platform use. Compared with
borrowers holding unsecured credit exclusively in the non-bank sector, borrowers whose credit
loans are held only in banks in the previous month are far more likely to refinance through the
platform (odds ratio of 6.56). Borrowers with both bank and non-bank credit are also significantly
more likely to adopt the platform (odds ratio of 1.95). Platform adoption further increases with the

number of outstanding loans. Relative to borrowers with one or fewer loans, borrowers with two

2 The coefficients y are estimated by maximum likelihood and are reported in log-odds units. Exponentiating the
coefficients yields odds ratios. For example, a coefficient y; implies that a one-unit increase in covariate Z; ; is
associated with a multiplicative change of exp(y;) in the odds of refinancing through the platform, holding other
characteristics constant.
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loans exhibit an odds ratio of 1.25, while those with three or more loans are much more likely to
use the platform (odds ratio of 1.57). This pattern is consistent with the platform lowering the fixed

costs of searching for and coordinating refinancing across multiple lender.

Platform usage is also strongly associated with pre-refinancing credit quality and economic
activity. Relative to borrowers with credit scores below 750, borrowers with higher credit scores
are progressively more likely to refinance through the platform. In particular, borrowers with
scores above 950 exhibit a very large increase in adoption (odds ratio of 4.63), while those with
scores between 901 and 950 and between 851 and 900 also show substantially higher platform use
(odds ratios of 3.56 and of 2.58, respectively). Annual credit card spending is another strong
predictor of adoption, with borrowers exhibiting higher pre-refinancing spending being

systematically more likely to use the platform, although the relationship is not monotonic.

In contrast, conditional on these covariates, higher total outstanding debt is negatively
associated with platform use (odds ratio of 0.91), suggesting that adoption is not driven
mechanically by the largest debtors but instead by borrowers who are more digitally active and
face higher expected gains from reduced refinancing frictions. These documented patterns
complement the literature on studying the characteristics of refinancers vs. non-refinancers (Fisher
et al., 2024) and further imply that platform refinancers are systematically different from
traditional refinancers along dimensions that plausibly predict both the level and dynamics of
consumption. Platform users are younger, more urban, and exhibit higher credit scores, higher
income, and higher pre-refinancing spending; they also have more fragmented credit relationships
and are more likely to borrow from banks. As a result, a simple comparison of post-refinancing
outcomes between platform and non-platform borrowers would confound the effect of platform

refinancing with pre-existing borrower heterogeneity and potentially with differential trends.

This motivates our difference-in-differences and event-study framework, which compares
outcomes around the refinancing event while controlling for borrower fixed effects and common
time shocks. The event-study design is particularly informative because it provides a direct
diagnostic for selection on trends: under the identifying assumption, platform and non-platform
refinancers should exhibit parallel pre-refinancing trajectories. We therefore examine dynamic

event-time patterns in spending and interest payments to verify the absence of differential pre-
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trends, and we complement the reduced-form estimates with dose—response evidence linking

larger interest-cost reductions to larger consumption increases.
B. Main Results

In this section, we estimate a difference-in-differences specification to quantify how
refinancing affects (i) debt-service costs in the unsecured consumer credit market and (ii)
household consumption, and whether these effects differ between borrowers who refinance
through the government-enabled platform and those who refinance through traditional channels.
Our empirical design compares outcomes before and after the refinancing event within the same
borrower, while using non-platform refinancers as a control group to net out common shocks and
time-varying aggregate factors. Because both outcomes are measured in logs, the coefficients can
be interpreted approximately as percentage changes. Specifically, we estimate the following two-

way fixed effects model:
InY;¢ = a; + a; + B1Refi; ¢ #BoRefi; X Plat; + ®'X; 11 + & (2)

where Y; ; denotes the outcome of interest for borrower i in month t. We consider two main
outcomes: (1) interest payments on unsecured consumer credit loans and (i1) total consumer credit
card spending. The term «; captures borrower fixed effects, absorbing time-invariant differences
across borrowers such as baseline financial sophistication, risk preferences, and persistent
borrowing capacity. The term a, captures time fixed effects, absorbing common macroeconomic

conditions, seasonality, and other aggregate shocks that affect all borrowers contemporaneously.

Refi;, is an indicator equal to one for months after borrower i refinances her unsecured
consumer credit loans and zero for months prior to refinancing. Plat; is an indicator equal to one
if borrower i refinances through the government-enabled platform and zero if she refinances
through traditional, non-platform channels. The interaction term S,Refi;, X Plat; therefore
captures the incremental post-refinancing change in outcomes for platform refinancers relative to

non-platform refinancers.

The vector X;;_; includes time-varying borrower characteristics measured in the month
prior to refinancing (or lagged by one period), such as age, residence, credit score, income,
outstanding unsecured consumer credit loan balances, indicators for whether the borrower holds

bank-based versus non-bank credit loans, and whether she has multiple outstanding loans.
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Including these controls improves precision and accounts for compositional changes in observable
borrower characteristics over time. Standard errors are clustered at the borrower level to allow for

serial correlation in outcomes within borrowers over time.

Our primary parameter of interest is 8, which measures whether platform refinancing
generates larger changes in interest payments and consumption than traditional refinancing. In
particular, when Y; ; is log interest payments, a negative f3, indicates that platform refinancing
reduces interest payments by more than traditional refinancing, conditional on outstanding
balances and other controls. When Y;, is log consumption, a positive [, indicates that platform
refinancing generates a larger increase in household spending than traditional refinancing. The
coefficient 8 captures the average post-refinancing change among non-platform refinancers, and

the total post-refinancing effect for platform refinancers is given by B + 5.

Interest payments. Table 2 shows that refinancing leads to a sizable decline in interest payments
for both platform and non-platform refinancers. The post-refinancing indicator for the control
group is negative and precisely estimated, implying that interest payments fall by about 7 percent
after refinancing. The key DID estimate indicates that platform refinancers experience an
additional reduction in interest payments relative to non-platform refinancers. This corresponds to
an incremental decline of roughly 8.5 percent. Combining the baseline and incremental effects
implies that interest payments fall by roughly 15 percent for platform refinancers in the post-
refinancing period. These estimates indicate that the platform strengthens the cost-saving
component of refinancing, consistent with the platform lowering search and execution frictions

and facilitating switching into lower-cost credit.

Consumption. Table 3 reports parallel estimates for consumption. Consumption increases after
refinancing for non-platform refinancers by about 2.6 percent. Platform refinancers exhibit an
additional post-refinancing increase in consumption relative to non-platform refinancers, implying
an incremental rise of about 2.1 percent. The total implied change for platform refinancers is
therefore about 4.7 percent. This pattern suggests that the benefits of refinancing are not confined
to interest savings alone but translate into real-side effects on household spending, and that the

platform amplifies these effects.

The joint pattern in Tables 2 and 3 is consistent with a cash-flow mechanism. Platform

refinancing generates larger declines in interest payments, which mechanically improves
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disposable cash flows. If households are at least partially liquidity constrained or if debt service is
salient for consumption planning, lower interest payments should translate into higher spending.
The fact that platform refinancers experience both larger interest-payment reductions and larger

consumption increases supports this interpretation.

A key concern is selection: platform refinancers are observably different from non-
platform refinancers along age, credit score, income, and borrowing structure. Static DID estimates
therefore rely on the assumption that, absent platform refinancing, the two groups would have
followed parallel trends around the refinancing event. To assess this, we complement the static
DID estimates with dynamic event-study specifications that trace outcomes in event time. The
event-study evidence shows no differential pre-trends in either consumption or interest payments
prior to refinancing and reveals that the divergence between platform and non-platform refinancers
emerges only after refinancing. This supports the interpretation that the post-refinancing
differences are driven by the refinancing channel rather than by pre-existing differences in

outcome trajectories.
lTlYi,t = a; + a; + Zﬁk(l{Ti,t = k}) X Plati + d),Xi,t—l + si,t' (3)

We index event time relative to each borrower’s refinancing month. Specifically, let 7; ;
denote the number of months between month t and borrower i’s refinancing date. Thus, 7;; = 0
corresponds to the refinancing month, T = —1 denotes the month immediately prior to refinancing,
and T = 6 corresponds to six months after refinancing. For each event time k, we define an
indicator 1{; .}, which equals one if borrower i is k months away from refinancing in month ¢,

and zero otherwise.

Platform adoption is captured by Plat;, an indicator equal to one if borrower i refinances
through the government-enabled platform and zero if refinancing occurs through traditional non-
platform channels. The vector X; ; includes time-varying borrower-level controls measured with a
one-month lag, such as credit score, estimated income, outstanding loan balances, and indicators
for the borrower’s lender type and multi-borrowing status. The event-study coefficients {f} trace
the dynamic evolution of outcomes for platform refinancers relative to non-platform refinancers.
The coefficients are normalized to the month immediately preceding refinancing, which is omitted

as the reference period. Each coefficient 3, therefore measures the difference in outcomes between
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platform and non-platform refinancers in month k relative to the refinancing event. Coefficients

for k <0 provide a diagnostic for differential pre-trends prior to refinancing, while coefficients for

k > 0 capture the dynamic treatment effects of platform refinancing in the post-refinancing period.

Figure 2 reports event-study estimates of the dynamic effect of platform refinancing on
household consumption in the unsecured credit market. The coefficients trace the differential
evolution of log consumption for platform refinancers relative to non-platform refinancers. The
estimates indicate that consumption begins to rise for platform refinancers at the refinancing month
and that the effect grows over time. At the refinancing month, platform refinancers increase
consumption by about 1.8 percent relative to non-platform refinancers. The differential increase

expands steadily: by six months after refinancing, the gap reaches roughly 4.5 percent.

In the pre-refinancing period, most coefficients are small and statistically indistinguishable
from zero, particularly in the months close to the event. While a few lead coefficients are
statistically significant, they do not display a monotonic divergence that would suggest
systematically different consumption trajectories prior to refinancing. Instead, the post-refinancing
pattern is characterized by a persistent and gradually increasing divergence between platform and
non-platform refinancers. This dynamic evidence complements the static DID estimates and
supports the interpretation that platform refinancing produces economically meaningful

consumption gains relative to traditional refinancing.
IV. CONCLUSION

Using borrower-level microdata and a research design that compares platform and non-
platform refinancers around the refinancing event, we show that refinancing through a
government-enabled platform leads to significantly larger reductions in interest payments and, in
turn, to higher household consumption. At the same time, platform adoption is strongly selected
along observable dimensions: platform users are younger, more urban, have higher credit scores
and income, and maintain more fragmented borrowing relationships. These patterns highlight the
importance of empirical designs that explicitly account for selection when evaluating the real

effects of fintech-enabled financial infrastructure.

Our findings suggest that digitizing and standardizing refinancing through a centralized,

government-backed platform can meaningfully reduce refinancing frictions and enhance
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household welfare by strengthening the pass-through from borrowing cost reductions to
consumption—particularly in market segments where automation is feasible, such as unsecured
consumer credit. Our results complement and extend recent evidence in Byrne et al. (forthcoming),
who show that simple, targeted communication can substantially alleviate attention frictions that
impede refinancing and monetary policy transmission. In their field experiment with Irish
mortgage borrowers, reminder letters increase refinancing rates from 8.9% to 15.7%, far exceeding

the effects of disclosure design improvements alone.

Viewed together, these findings point to a broader policy implication: even when
refinancing technologies are in place, substantial frictions remain on the demand side. In Korea,
platform-based refinancing still accounts for only about 30% of total refinancing activity, leaving
considerable scope for further welfare gains. Policies that combine friction-reducing
infrastructure—such as digital refinancing platforms—with targeted communication or nudges
that raise borrower attention may therefore be particularly effective in amplifying the refinancing

channel of monetary policy and improving household cash flows and consumption responses.
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Figures and Tables

Figure 1. Traditional vs. online one-stop refinancing
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Figure 2. Refinancing activity via online platform
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Figure 3. Dynamic effects of online platform refianancing on consumption
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Table 1. Logistic estimation results

Category Variable Estimate Std. Error
Intercept Constant -4.521 0.043
Age 20s 0.743 0.033
Age 30s 0.917 0.030
Age 40s 0.809 0.029
Age 50s 0.517 0.031
Gender Male 0.191 0.011
Region Seoul 0.213 0.013
Region Gyeonggi 0.153 0.012
Income Upper 30% 0.074 0.016
Income Middle 40% 0.010 0.014
Credit score >950 1.532 0.032
Credit score 901-950 1.270 0.026
Credit score 851-900 0.946 0.024
Credit score 801-850 0.619 0.022
Credit score 751-800 0.282 0.023
Borrowing type Banks only 1.880 0.017
Borrowing type Banks & Non-banks 0.666 0.016
Total debt >W300m 0.280 0.025
Total debt W100m—W300m 0.524 0.017
Total debt WS50m—W100m 0.482 0.016
Total debt W30m-W50m 0.329 0.016
No. of loans >3 0.450 0.018
No. of loans 2 0.221 0.017

Obs

7
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Table 2. DID Estimates on interest payments

Variable Estimate Std. Error
Refinancing -0.072™* 0.002
Refinancing X Platform -0.085™" 0.003
Log income 0.072™" 0.008
Credit score -0.001™* 0.000
Log outstanding debt 0.224™ 0.011
Constant 6.587"" 0.167

Obs 4,453,969
Note: ™™, ™, and " denote statistical significance at 1, 5, and 10%, respectively.

Table 3. DID estimates on consumption

Variable Estimate Std. Error
Refinancing 0.026™" 0.002
Refinancing X Platform 0.021™ 0.002
Log income 0.046™" 0.009
Credit score 0.002™ 0.000
Log outstanding debt 0.013™ 0.001
Constant 11.746™" 0.175

Obs 5,240,980
Note: ™, ", and " denote statistical significance at 1, 5, and 10%, respectively.
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