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Abstract: Whether the non-performing loan ratio of commercial banks is controllable plays a crucial role in preventing systemic
financial risk. This paper uses the provincial panel data from 2008 to 2017 and applies the dynamic panel model and mediation
effect method to empirically study the effect of digital economy on the non-performing loans ratio and the underlying transmission
mechanism. The study shows that the development of digital economy is conducive to reducing the non-performing loan ratio of
commercial banks and restraining the risks of commercial banks. The underlying mechanisms indicate that the digital economy
can reduce the non-performing loan ratio of commercial banks by improving their financing and innovation efficiency, through a
transmission path of “digital economy development — improvement of financing and innovation efficiency — reduction in the

non-performing loan ratio of commercial banks”.
Key words: digital economy, financing efficiency, innovation efficiency, non-performing loan ratio
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