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Tab. 1 Comparison of information processing mechanism of financial system
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Financial Linkge is a real financial innovation

——From the perspective of information asymmetry and transaction
cost

Zhou Jing
(School of Finance and Statistics, Hunan University, Changsha/Hunan, 410000)

Abstract: Based on the economic perspective of information asymmetry and transaction cost, this
paper analyzes the theoretical logic of financial Linkage, and draws the following conclusions: first, as a
new financial form, financial Linkage connecting the advantages of financial mechanism with each other,
which is the innovation. On the one hand, it builds a bridge between the bank and the traditional
information mechanism, on the other hand, it also makes the bank and the new information mechanism
communicate with each other. Secondly, the financial linkage mode can realize the transformation of
information processing mode, harden the "soft information" of borrowers, greatly improve the ability and
efficiency of banks to collect, process and analyze borrowers' information, and effectively alleviate the
occurrence of adverse selection; thirdly, the information intermediary of financial Linkge can effectively
supervise borrowers through information agent, and effectively reduce the possibility of moral hazard
Fourthly, financial linkage improves the ability and efficiency of banks to deal with information
asymmetry, and reduces the cost and time of credit transaction. Generally speaking, financial linkage
can better decrease information asymmetry and transaction costs, which is a real financial innovation in
the financial field.

Keywords: Financial Linkage; Financial innovation; Information asymmetry; Transaction cost
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