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Motivation
• Fintech lending has the potential to improve 

financial inclusion for the unbanked population. 
• Challenge: the relative high default rate

• Existing literature largely focuses on adverse selection 
and moral hazard (Karlan and Zinman 2009). 

• Possible solutions: 
• A better contract design

• Difficult to study the causal impact of contract 
designs: institutional constraints

• High costs to conduct randomized control trials
• Lack of digitalization to record data 
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This Paper
• Research Question

• How fintech loan contract flexibility affects loan outcomes?

• What we do
• Collaboration with a large fintech firm to conduct a low-cost 

randomized control trial.

• Randomly extend the loan term by one/two days to align 
the loan due date with the salary payday

• Treatment group with a new due date that is the same as 
their salary payday.
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Findings
• Extension postponing the due date after borrowers’ salary 

payday increases the repayment likelihood by 27%

• Such loan extension does not affect loan repayment when 
the due date is far away from the salary payday.

• Consistent with liquidity constraints

• The effect is larger for smaller loan sizes, borrowers with 
low credit ratings, and borrowers with more past overdue.

• Implication: flexible contract design improve the loan performance 
for low-credit borrowers
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Roadmap

• Experiment design
• Balance of treatment

• Empirical Results
• Overdue
• Repayment
• Heterogeneous results

• Conclusion
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Experiment Design
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Collaborated Company
• Kredit Pintar (KP) is the Indonesia based digital lending 

business of Atome Financial (Atome) which is the digital 
financing arm of Advance Intelligence Group (AIG). 

• Currently, KP has an active loan book of 1.2 trillion rupiah, 
with over 700,000 active users.

• KP’s loans are non-collateralized and have fixed maturities of 
2-4 weeks, three months, and six months with annual 
percentage rate between 100% and 300%.

• Without external credit histories to screen customers, KP 
faces a greater risk of fraud and losses from defaults.
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Research design: Match group

Sample (event day -1)
Approved Loan Applicants with salary 
payday 1 day after the loan due date 

Control
Due Date 1 day before 

Payday

Treatment 1
Free 1 day loan extension  

Due Date on Payday

Treatment 2
Free 2 day extension 

Due Date 1 day after Payday
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Experiment timeline
Borrowers apply loans online

Randomly divide these borrowers into a 
control group and two treatment groups 

Compare loan performance metrics

FinTech company approves loans and 
distribute cash

Sample approved loan applicants who 
report salary payday

After loan due day

After loan approval

Loan applications 
and approval
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Research design: Placebo group

Sample
Approved Loan Applicants with salary payday 
at least 10 days away from the loan due day 

Control
Due Date faraway 

from Payday

Treatment 1
Free 1 day loan extension  

Due Date faraway from Payday

Treatment 2
Free 2 day extension 

Due Date faraway from Payday
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Experiment Design
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Balance of Treatment
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Empirical Results

• Overdue

• Heterogeneous effects

• Repayment
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Overdue
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OLS Model (DiD): Overdue

Consistent with liquidity constraint
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Heterogeneous Effects
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Heterogenous Effects on Overdue
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Heterogenous Effects wrt
Loan Size and Past Records
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Heterogenous Effects wrt
Borrower Demographic Features
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Repayment



SMU Classification: Restricted



SMU Classification: Restricted



SMU Classification: Restricted



SMU Classification: Restricted

Hazard Model (DiD)
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Conclusion
• Extension postponing the due date after borrowers’ salary payday 

increases the repayment likelihood by 27%.

• Such loan extension does not affect loan repayment when the due 
date is far away from salary payday.

• Consistent with liquidity constraints

• The effect is larger for smaller loan size, borrowers with low credit 
ratings, and borrowers with more past overdue

• Implication: flexible contract design improve the loan performance for 
low credit borrowers

• Future work: optimal contract flexibility

• Customized due day align with payday
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