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ABSTRACT 

     Peer-to-Peer lending, or P2P Lending for short, is an emerging Internet financial lending 

model, which has become the focus of heated discussions in the financial field because of its rapid 

development and huge risks. Based on such social situation, the topic of the thesis is the analysis 

on Peer-to-Peer lending platforms in China. The research questions and main content focused on 

the definition, motivators, SWOT analysis and improvement measures of P2P lending platforms in 

China. During the research, the qualitative method, quantitative method and survey method were 

used. As for the model, the thesis used simple regression model, such as y1=β0+β1x1 and t-Test to 

explore the factors that significantly impact the development of P2P lending in China as well as 

the comparison between its advantages and disadvantages. In the end, the results show that the 

development of Internet and the deposit rate of traditional financial institutions have a significant 

impact on the development of P2P lending platforms. In addition, at the present stage, the public 

has more negative views than positive attitudes towards P2P lending platforms in China. Thus, 

P2P lending platforms would continue to face a development crisis unless relevant departments 

take action to make improvement, and the measures for improvement are also discussed at the 

end of the thesis. 

 

Keywords: P2P Lending, Internet Finance, Definition, Motivators, SWOT Analysis, Regulation 
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1. INTRODUCTION 

With the constant change of people's demands on the financial industry, lots of innovations 

have taken place in the financial area. Among them, Internet finance is the most hotly discussed 

among people at present, whose essence is a brand-new financial business model. Different from 

cooperating with various financial entities to provide financial services, Internet finance is trying 

to integrate “Finance” and the “Internet” to enhance the experience of financial customers and 

develop new financial markets. It is worth noting that the continuous development of internet 

finance has given birth a new type of Internet lending model called “Peer-to-Peer Lending” (P2P), 

which played an important role in promoting the setups and growth of small enterprises.  

P2P is an online credit financial service that gathers small amount of funds to lend to people 

in need of funds with the help of mobile Internet technology. Such an innovation in financial 

lending has received a great deal of attention in the past few years, not only for its innovative 

services, but also for its destructive nature. While P2P brings new lending platforms to micro- 

enterprises and the public, it also causes various problems due to the loss of credit identification 

of traditional financial media. Despite such a risk, P2P lending in China still shows a trend of rapid 

growth in 2002-2017, and by the end of 2017, the lending amount of P2P exceeded 2.5 trillion 

yuan. In 2018, P2P had its biggest crisis and its lending amount went down 40.3% from 2.71 

trillion yuan in 2017. On September 4, 2019, for improving the developing dilemma of P2P, 

Chinese leading group of Internet financial risks announced that P2P lending institutions in 

operation would be connected to the credit investigation system. Meanwhile, however, several 

provinces in China have banned completely on P2P lending. For example, on December 4, 2019, 

Sichuan Province announced the ban on P2P lending platforms within the whole province. 

Therefore, as a rapidly developing and risky Internet financial product, it is necessary to 

make a basic discussion and analysis on P2P. The purpose of this paper is to discuss the 
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development of P2P in China, measure the opportunities and crises of P2P’s development in 

China based on relevant cases and data, analyze whether P2P can usher in its second 

development in China after the P2P crisis of 2018, and finally propose measures that relevant 

institutions and the public can take. It is believed that such discussions can benefit people who 

have not yet fully understood P2P lending and many institutions related to Internet finance. 

The thesis tries to solve 4 research questions: ① what are the essential differences between 

crowdfunding and P2P lending; ②why has P2P lending developed rapidly in 2002-2017 in China; 

③ is it necessary for P2P lending to keep on develop in China; ④how should P2P lending 

platforms are improved. As for the methodology, this thesis used the combination of qualitative 

method, quantitative method and survey methods for these 4 questions. In more detail, three 

simple regressions would be used for finding out what pushed the development of P2P lending 

while using the t-Test to help with exploring if there is necessity for P2P to continue to develop 

in China.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              
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2. LITERATURE REVIEW 

As a new type of financial lending mode, P2P lending has a very short history of 

development in China, there are not so many literatures on its development. Fortunately, most 

of them are published within the past ten years, which are worthy of reference in this thesis. I 

will integrate various literature of the four research questions respectively, and come up with a 

new point of view based on these published literatures to hypothesize, discuss and draw 

conclusions after finishing the research. 

 

2.1 P2P Lending and Crowdfunding 

2.1.1 Essence of P2P Lending 

P2P lending is defined differently in different fields. Generally speaking, P2P lending is a 

business lending model which “enables individuals to obtain loans directly from other individuals, 

cutting out the financial institution as the middleman”. (Kagan, 2019). It aims to meet the 

demand of individual financing, develop the personal credit system and improve the utilization 

efficiency of social idle funds. As intermediary platform, the network finance company provide 

information and transaction implementation with the help of Internet and mobile Internet 

technology. Lenders and borrowers use P2P lending platform to connect and realize their 

borrowing needs. All of the process of funding accumulation, gaining information, borrowing 

capital and entering into contracts, etc. are only through the network to realize. According to the 

thesis called “The Future of Peer-to-Peer Finance”, the essence of P2P lending must be related 

to the functions of bank. (Christoph and Axel, 2012) It is easy to understand that banks, as the 

traditional intermediary, play an important role among the most of financial actions. When there 

is no bank between the creditors and borrowers, P2P lending platforms start serving as the all 

original functions of banks. Based on the view of Freixas and Rochet (2008), traditional banks 
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have four main functions, including “the transformation of assets, liquidity and payment services, 

monitoring and information processing and risk management”. Firstly, P2P lending can use its 

own platforms do the transformation of assets as well as liquidity and payment, which is usually 

done by releasing the lending intention on the online lending platform and find suitable 

borrowers through free bidding, and then realize the circulation and payment of funds through 

various online payment methods (such as Alipay), so that both lenders and borrowers can realize 

the transformation of assets. Secondly, P2P platform can also replace the role of banks in 

supervising and providing information to some extent. For example, both creditors and 

borrowers describe their relevant information in detail and publicly on the network platform, 

and achieve the state of mutual information exchange. Thus, the essence of P2P lending platform 

is that it completely replaces the intermediary role of traditional banks with the Internet, so that 

the borrower (individual) and the creditors(individual) can complete the lending directly through 

the Internet. 

 

2.1.2 Essence of Crowdfunding  

According to Schwienbacher and Larralde(2010), because lacking collateral and start-up 

capital, instead of asking help from financial institution such as angel investors, traditional banks 

or venture capital, some new companies have started to rely on the Internet to seek financial 

help directly from the public. This new technique, known as “crowdfunding”, create more 

possibility for many set-ups to raise initial capital for starting their specific projects. In general, 

crowdfunding a capital raising model that uses the form of “group purchase + ordering” to raise 

project funds from the people on Internet. Crowdfunding utilizes the characteristics of Internet 

and SNS dissemination to allow small businesses, artists or individuals to show their ideas to the 

public and win the attention as well as the support, and then obtain the financial assistance. 
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(Mitra, 2012) Modern crowdfunding refers to launching fundraising projects, which usually 

includes a series of detailed business reports and a description of the available to investors, and 

then raising funds through the Internet. Compared with traditional financing methods, 

crowdfunding is more open. As long as the project is popular with netizens, the first fund can be 

obtained through crowdfunding, which provides infinite possibilities for more people who 

operate or create small projects. Just like what Burtch said in 2012, “all crowdfunding 

transactions are facilitated through internet-based crowdfunding platforms which also provide 

a convenient means for all exchanges of funds”. Therefore, the essence of crowdfunding refers 

a process that the entrepreneurs post funding request on a crowdfunding platform through 

Internet as well as describing the idea and the report of the project. (Mitra, 2012) 

 

 

2.2 Development of P2P Lending in China  

2.2.1 Development History  

The concept of P2P lending originated in 1976 in USA when professor Muhammad Yunus 

(Bangladesh) lent $27 to 42 poor villagers in a rural survey to cover the meager cost of making 

bamboo benches and avoid usurious loans. Thus, in the initial stage, P2P lending idea was raised 

for helping the poor. Based on Bholat and AtzIn (2016), P2P lending first emerged in the United 

Kingdom with the launch of Zopa in 2005, which was a new model relied on the rapid 

development of computer network technology in the 21st century. Since then, P2P lending has 

gradually become popular all over the world. In China, the earliest P2P lending platform was 

established in 2006. In the following years, the domestic Internet lending platform is very few 

and only a few entrepreneurs set foot in. It was not until 2010 that many entrepreneurs took a 

fancy to the online loan platform, which became a sign that P2P lending was beginning to grow 
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up in China. In 2011, online loan platforms entered a period of rapid development, and a number 

of online loan platforms were launched enthusiastically. To 2012, China’s P2P lending platform 

entered the outbreak period, and the online lending platform mushroomed with more than 

2,000. According to incomplete statistics. Within 2012, the annual transaction volume of China’s 

online lending platforms, including offline lending, exceeded 10 billion yuan. (Lin, 2015) Since 

2013, P2P lending platforms have been developing rapidly with the speed of 1-2 online platforms 

every day. Meanwhile, the imbalance of capital supply and demand caused by the substantial 

growth of the number of platforms has gradually emerged. The development of P2P lending was 

the fastest from 2012 to 2015, with the most in 2015. (more than 3,000 P2P lending platforms 

were established in just one year) It shows that in this period of time, P2P lending mode has 

developed rapidly in China and achieved satisfactory results. However, the turning point came 

in 2016, when the establishment rate of P2P lending platforms showed a downward trend. In 

2018, only no more than 100 new online lending platforms were established. The development 

of P2P lending in China was not optimistic then. 

 

2.2.2 Main Motivators for P2P lending 

         P2P lending is derived from Internet finance, and the development of Internet finance is 

based on the rapid development of Internet in China. Therefore, the development of Internet 

technology is the premise for the development of P2P lending. As Zhan and Liu (2019) said, “with 

the development of Internet technology and big data, Internet finance represented by online 

lending, third-party payment, crowdfunding platform, etc. has developed rapidly in China”, as an 

important form of online lending, P2P cannot develop without the support of Internet 

technology and big data, too. On the other hand, based on Kevin Mercadante (2019), “the 

interest rates P2P investors earn on their money can be considerably higher than what they 
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might earn by putting their money in a certificate of deposit or money market account”, which 

means the lower deposit interest rate can also influence the willing of public to invest money in 

P2P lending platforms. In fact, this driving factor is also necessary, because as mentioned above, 

the essence of P2P lending is to replace the intermediary function of traditional financial 

institutions, such as Banks, so the return rate of P2P lending platforms higher than bank deposit 

rate has also become a driving force for its development. Besides, as we all know, the deposit 

interest rates of banks need to be set by Federal Reserve in USA and by Central people’s Bank in 

China, which are usually relatively low. “While the Federal Reserve doesn’t affect peer-to-peer 

lending rates directly, its actions can influence the rates that lending platforms set to attract 

investors and borrowers.” (Guillot, 2016) Unlike the interest rates of traditional financial 

institutions such as banks, P2P lending platforms’ rates are ultimately determined by what 

borrowers are willing to pay and what investors are willing to earn, which will be relatively higher 

than banks. Such interest rate comparisons make investments and loans on P2P lending 

platforms more attractive to both investors and borrowers. What’s more, the demand for capital 

is growing rapidly in China. This pursuit of wealth has prompted a large number of small and 

micro enterprises, individual businesses and professionals to try various business models, and 

continue to start businesses in an attempt to obtain more social wealth. The so-called demand 

determines the market, there is demand, there must be supply, the emergence of P2P network 

lending, just to solve the supply of funds. Thus, played an indispensable role, rapid development 

and growth. (Sohu, 2018)  
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2.3 SWOT Analysis on P2P Lending in China 

2.3.1 Strengths of P2P Lending 

As the discussion of He Yaohui (2015), as a new financial model of innovation, P2P lending 

can be said to be indispensable. Its strength can be concluded as follows: first, with the help of 

developed Internet technology, investors can easily find investment opportunities online instead 

of going out and looking round for sources of funding. Second, the procedures of P2P lending are 

simple. Compared with various requirements of bank loans, such as asset status and credit rating, 

P2P online loans do not have so many requirements. They require less information and take less 

time to invest and borrow. In another aspect, the customers’ area that P2P lending can serve is 

wide. P2P network loans apply to a wide range of the market and is much helpful for retail 

investors and small and medium-sized enterprises. While bank investment often has a threshold, 

such as a fund needs 50,000 yuan to start, online loan does not have such a requirement, which 

largely solves the problem the problem of small companies lacking start-up funds. (Zhan, Liu and 

Sun, 2019) Also, the cost of P2P network lending operation is low. The general website only 

needs to sign up for an account to be able to carry on lending operation. Thus, the total capital 

investment of P2P lending is less than traditional lending model and the process is also much 

simpler. Besides, the investment direction of P2P lending is more diverse. The low threshold and 

requirements of online lending also enable more investors to post lending willingness on the 

online platforms, which gives borrowers more choices. As the old saying goes, "don't put all your 

eggs in one basket", P2P lending can also reduce the risk of capital use and providing protection 

for investment returns. In addition, the studies have showed that Although the degree of 

financial repression in China is still on the rise, the development of P2P lending would make a 

positive influence to reduce the rise of financial repression in China. Therefore, as an emerging 
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product of Internet finance, P2P lending can also optimize China's financial environment to some 

extent. (He, 2019) 

 

2.3.2 Risks of P2P Lending 

Although P2P lending platforms can replace the intermediary role of traditional Banks in the 

process of financial lending to some extent, there is still a gap between reality and expectation 

in the supervision of P2P lending platforms. For example, without the intervention of real 

financial institutions, it is difficult to identify fake information online. Therefore, P2P lending 

platforms bring opportunities to Chinese finance, but also challenges to the industry. (Chen and 

Chang, 2017) The risks of P2P lending model are also reflected in many aspects, including the 

following points: First, as I discuss above, the company’s operation data post on the P2P Internet 

lending may be falsely reported, and the investors cannot obtain the true operation of the 

website. If it is an empty shell platform, the investors' capital is likely to disappear forever. 

Second, the investment return rate indicated by the platform is artificially high, some of which 

even reaches 50%. The term of the loan is about 1 year, some investors blindly pursue high return, 

but ignore the risks implied by the rate of return, which caused the capital liquidity is poor and 

the principal cannot be guaranteed. Third, there is still a gap in the supervision of the regulatory 

authorities on online loan. There is no clear regulatory index to control the establishment. In 

addition, the operation platform is difficult to get the real information of the borrower. Due to 

the application in the network operation, the solvency of the borrowers, scope of business, mode 

of operation, its capital structure and other information can be false. Plus, platform for this type 

of information itself is lack of identification ability, which makes the situation worse. (Zhan, Liu 

and Sun, 2019) 
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2.4 Measures to Improve P2P Lending  

In order to ensure the sustainable development of P2P lending platforms in China. Trying to 

reduce its risks and promote its advantages is very important. After most P2P network platforms 

realize their own weeknesses, they start to carry out strong risk control and management. From 

the perspective of risk control, P2P lending platforms mainly provide guarantees with the help 

of themselves and third parties. The main risk management models include guaranteed 

mortgage model, risk reserve model, insurance model and technical means to avoid risks. As for 

the pricing model of P2P online lending platform, it is still under exploration, including the 

coexistence of risk pricing, cost addition and bidding pricing.In practice, P2P online lending 

platforms tend to charge borrowers, charge investors little or no fees, or even provide investors 

with various subsidies in order to improve their popularity.In addition, in order to further reduce 

risks, there are various ways to retain funds in P2P online lending platforms, including "capital 

pool" mode, third-party payment custody mode, large account depository mode and strong 

depository mode. (Ye, 2019) Based on the survey of Souhu website, On March 25, 2016, the 

Internet finance association of China launched Internet financial reporting platform, which not 

only gives Internet financial consumers a window to report, but also requires the masses to 

provide clues to detect some large-scale illegal fund-raising cases. The report also strictly 

requires Internet financial institutions to implement the third-party depository system of 

customer funds. Depository Banks should strengthen supervision over relevant fund accounts, 

and in the process of remediation, protect customer funds in particular.  
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3. METHODOLOGY & DATA 

 

3.1 Discussion of Data and Sample 

        Based on my research questions as well as the literature review, in this part, I would like to 

illustrate the data I plan to use and the sample I need to obtain for this thesis. But among these 

four research questions, I will use qualitative methods and collect relevant cases to study the 

result for the Question1 and use the result from a survey directly for the Question4, that is, do 

not involve data analysis. Thus, the research data and methodology on these two questions will 

not be discussed in detail here and the discussion of the data of the Question2 as well as the 

Question3 will be focused in this part. Roughly speaking, I will use secondary data in Question2 

and collect the primary data for Question3. 

 

3.1.1 Discussion of Data Set 

- Question 2: Why has P2P lending platform developed rapidly in China during 2002-2017? 

To study what factors influenced the development of P2P in China, I would compare with 

the historical data of P2P in China in recent years and study some cases related to P2P, the 

development trend and characteristics of P2P lending platforms would be analyzed. Also, the 

main reasons why P2P has gained rapid attention in China is another main discussion point for 

this question. According to my literature analysis, the development of P2P in China is largely 

influenced by the rapid development of the Internet in China. In addition, because of a small 

number of financial institutions and the low deposit rates in China, a desire for better ways to 

manage money to dispose of idle funds. Also, the growing presence of small and medium-sized 



13 
 

enterprises in China, has led to a rising demand for borrowing. These factors may have influenced 

the development of P2P in China between 2002 and 2017. 

Therefore, in order to analyze and confirm what factors are driving the rapid development 

of P2P lending platforms in China, I need to collect the following four relevant data: the number 

of Chinese Internet users, the deposit interest rate of China, the demand for loans and the 

number of P2P lending platforms. In the data analysis, I use the number of Chinese Internet users 

to represent the development of the Internet in China and the number of P2P lending platforms 

to represent the development status of P2P in China. Then, I will use these data to analyze the 

correlation between these three factors and the number of P2P lending platforms.  

As for the source of these data, I would collect the number of the Chinese Internet users 

from China Internet Network Information Center (CNNIC), the deposit interest rate and the 

demand for loans from China Economic Data Center (edatasea.com) and find the number of P2P 

lending platforms from Annual Report of P2P Lending Industry in China.  

 

- Question 3: Facing the great crisis of P2P in 2018, is it necessary for P2P lending platforms to  

                      keep on developing in China? 

          For this question, besides using various relevant fact materials to study more detail about 

the P2P crisis in 2018 and analyze the “SWOT” of P2P lending platform in China, I would like to 

do a survey which can reflect the public’s cognition and attitudes toward P2P lending so that I 

can gain some primary data about this topic. In general, I will divide my questionnaire into three 

parts: the public's understanding and use of P2P lending platforms, the public's recognition of 

the advantages of P2P lending platforms, and the public's recognition of the risks of P2P lending 

platforms. Also, in the survey, I will quantify the positive and negative attitudes of the public 

towards P2P so that I can use the quantitative approach to analyze the result of the question 
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more reasonably. Finally, After I have enough primary data from the survey, compare the 

statistics of public’s attitudes for risk and benefits of P2P lending, a rough conclusion of whether 

it is necessary to continue its development in China can be drawn. 

 

3.1.2 Discussion of Sample 

For Question 2, as I plan use a historical time-series data for this question, the sample 

period for the data is supposed to be the year of 2002-2017. The development process of P2P in 

China can be roughly divided into three stages: from 2002 to 2011, it started; from 2012 to 2017, 

it entered a period of rapid expansion; when 2018, a large P2P lending crisis appeared in China 

happened, thus entering a period of adjustment and regulation. The main purpose of this 

question is to explore what prompted P2P lending to grow in China during its rapid expansion 

period from 2002 to 2017.Then analyze whether there are still such catalytic factors to promote 

its secondary development in China after the crisis in 2018. Thus, it is appropriate for this 

research question to take 2002-2017 as the sample period. 

As for the sample of the survey research for the Question 3 as well as Question 4, the 

respondents were mainly WKU students and teachers, plus a small number of my relatives and 

friends. Since the scope of dissemination of questionnaires is limited, only such sample scope 

can represent the public's views and attitudes on P2P lending platform. 

 

 

3.2 Discussion of Methodology and Model 

In this part, I will illustrate the methodology and models which I will use in the research 

and the discussion is focus on research question 2 and 3. Question 2 is analyzed by relevancy of 

secondary data and do three simple regression analyses while the data analysis for question 3 is 
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a collation of the questionnaire results and do a t-Test. In addition, the null hypotheses and 

alternative hypotheses for research question 2 and research question 3 will also be discussed in 

this section. 

 

3.2.1 Discussion of Methodology 

          For the research question 2, that is, the analysis on the four different historical-time series 

data (the number of Chinese Internet users, the deposit interest rate, the demand for loans and 

the number of P2P lending platforms of China), I plan to act my analysis in three steps for these 

three factors analyses.  

First, I would set three models for all of these three analyses respectively. Next, I would use 

three Simple Regression Analyses to confirm whether the development of Internet, deposit 

interest rate and demand for loan have significant impact on the development of P2P lending 

platforms in China. Third, I would determine the models’ parameters and respond to the 

hypotheses as well as the research questions. Also, the level of significance is 10% for all of these 

analyses.  

For the research question 3, after I get the results for the recognition level of 7 advantage 

statements and 7 disadvantage statements respectively, I would calculate their mean score and 

use t-Test to explore that whether there is significant difference between the public recognition 

towards advantages and disadvantages of P2P lending platforms in China. Equally, the level of 

significance is 10% for the t-Test. 

 

3.2.2 Discussion of Models and Hypotheses 

       Based on the three steps I set three Simple Regression Model, 
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· For the Development of Internet: 

Y0=βa+βbx1 

Y0: Change rate of P2P Lending Platforms number in China during 2002-2017 

x1: Change rate of Chinese Internet Users number during 2002-2017 

 

· For the Deposit Interest Rate: 

Y0=βc+βdX2 

Y0: Change rate of P2P Lending Platforms number in China during 2002-2017 

X2: Change rate of Chinese Deposit Interest Rate during 2002-2017 

 

· For the Demand for Loan: 

Y0=βe+βfX3 

Y0: Change rate of P2P Lending Platforms number in China during 2002-2017 

X3: Change rate of amount for loans in China during 2002-2017 

 

 

 As for the hypotheses for the research questions, the null hypotheses would be set here: 

· Hypotheses for Question 2: 

1) Hypothesis for the Development of Internet: 

𝐻0: The development of Internet has no significant impact on the development of P2P in China. 

𝐻a: The development of Internet has significant impact on the development of P2P in China. 

2) Hypothesis for the Deposit Interest Rate: 

H0: The deposit interest rate has no significant impact on the development of P2P in China. 

𝐻a: The deposit interest rate has significant impact on the development of P2P in China. 
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3) Hypothesis for the Demand for Loan: 

𝐻0: The demand for loan has no significant impact on the development of P2P in China. 

Ha: The demand for loan has significant impact on the development of P2P in China. 

 

- Regression Analysis:  If P-value≤0.1, reject Ho; if P-value>0.1, do not reject Ho. 

 

 

· Hypotheses for Question 3: 

H0: People agree that the advantages of P2P lending platform exceed significantly its 

disadvantages so that P2P lending can start its second development in China easily. 

 

- t-Test (one-tail): If p-value≤0.1 & the mean of advantage statements ≤ the mean of 

disadvantage statements, reject Ho; if not, do not reject Ho. 
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4. ANALYSIS & FINDINGS 

        According to the above discussion about data and methodology, in brief, I used 

qualitative research methods in Questions 1 and 4, while using quantitative methods in 

Questions 2 and 3. Then, after the data collection, in this section, I will analyze important cases 

and some textual descriptions based on the literature review to arrive at the answers to 

Questions 1. For Question 2, as the methodology stated before, I collected the P2P relevant data 

for the past 15 years and will show the analysis procedure of these data with the regression 

model to get the corresponding result of Question 2. The survey method of the questionnaire 

was used to collect primary data for Question 3 and Question 4 as the plan. The analysis of the 

answers from the WKU students and some of my friends as well as the results of these two 

questions will be discussed in this section. To sum up, starting from here, I will proceed from the 

research questions I proposed above, combined with the integrated literature and hypotheses 

to make an analysis of the findings and draw results for the four research questions respectively. 

 

4.1 Research Question 1:  

- Q: What are the essential differences between crowdfunding and P2P lending? 

             P2P and crowdfunding are often thought of as the same emerging type of financing since 

they share a common principle: pool a group number of people’s money to invest in a person or 

a project through Internet. However, the truth is that there are some essential differences 

between P2P and crowdfunding.  

             Firstly, according to the literature review above, the essence of P2P lending is replacing 

the intermediary role of traditional banks so that the borrower and the creditors can complete 

the lending directly through the Internet. At the meantime, the essence of crowdfunding refers 
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a process that the process by which investors select investment projects that they believe to be 

profitable on the crowdfunding platform after consulting entrepreneurial projects and their 

detailed reports on the Internet. Actually, a simple difference can be seen from here that P2P 

focuses more on offering loans and manage money services while crowdfunding focuses more 

on providing financing to the projects and products. 

           Moreover, after looking up some new materials and cases, I proved the correctness of the 

distinction above and also found more detailed differences. Following, a table from the 

perspective of investors will be made to show several essential differences between P2P and 

crowdfunding more clearly:  

PS: “Crowdfunding” in the table means “Equity Crowdfunding” 

Table 1: Differences between P2P Lending and Crowdfunding 

 

             Above all, by comparing with crowdfunding, the essential definition of P2P is better 

understood. In shortly, P2P lending is a new Internet financing method in which enterprises do 

not have to give up any equity. It requires fixed interest to be paid in each certain period without 

the need to share profit of operation with investors or submit business reports. P2P focuses more 

on offering loans and manage money services while crowdfunding focuses more on providing 

 P2P Crowdfunding 

Financing  

(nature) 

· External Capital 

· Loan 

· Equity Capital 

· Investment 

Investment Object 

(borrowers) 

· Private loans 

· Company loans 

               Startups 

 

Reward 

         Fixed Interest rate · Equity (Profit-sharing) 

· Participation 

 

Risk 

· Default of borrowers 

· Lower 

· Business failure 

· Higher 
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financing to the projects and products. All in all, the essence of P2P is to provide loans and 

financial services to customers through the Internet, which is different from the essential process 

of crowdfunding to invest in projects for the purpose of obtaining company equity and sharing 

profits. Also, compared with crowdfunding, P2P lending is less risky and less return. 

 

 

4.2 Research Question 2:  

- Q: Why has P2P lending platform developed rapidly in China during 2002-2017? 

· Development of Internet 

· Deposit Interest rate 

· Demand for loan 

 

4.2.1 Development of Internet 

              The development of an emerging industry must have its driving factors, and the 

development of P2P lending in China is no exception. And that is exactly the reason why I would 

like to research this question to explore the motivators of P2P. According to the definition of P2P, 

it refers to the direct lending between individuals through Internet platforms. Combined with 

relevant literature, it is not difficult to find that the booming development of the Internet in 

China has a close relationship with the emergence of Internet finance, thus making P2P lending 

platforms emerge at the right moment. In this section, I will analyze relevant data collected to 

demonstrate whether the development of Internet in China has promoted the development of 

P2P lending platforms in China.  

             Based on the statement in the DATA & METHODOLOGY section, I collect the number of 

Chinese users of Internet during 2002-2017 to present the development of Internet in China, 
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which is the independent variable. Besides, the data from 2002-2017 of the number of P2P 

lending platforms are also be collected and regarded as the dependent variable. After the simple 

regression analysis on their change rate was completed according to the previous settings, the 

following analysis and results were obtained:  

1) Hypotheses 1: 

𝐻0: The development of Internet has no significant impact on the development of P2P in China. 

𝐻a: The development of Internet has significant impact on the development of P2P in China. 

2) Level of significance: α= 10%=0.1 

3) Simple Regression Analysis Results:  

t Stat 2.3768 

Coefficients -0.7495 

Intercept 0.1519 

Significance F 0.0243 

p-value 0.02428 

(See the Appendix for the detailed regression analysis results) 

Table 2: Main Results for Regression Analysis of Development of Internet 

4) Determine the Model:  

Change rate of P2P Lending Platforms number =  

-0.75* Change rate of Chinese Internet Users number+0.15 

5) Determine whether to reject H0: 

Because p-value = 0.02428 <α= 0.1, the H0 should be rejected. 

 

         Thus, based on the simple regression analysis shown above, the H0 should be rejected, 

which means the Ha is true and the development of Internet truly has the significant impact on 

the development of P2P lending in China. In conclusion, we have reached the result consistent 
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with the literature and the hypothesis 1. As for the reasons, it is also obvious that P2P lending is 

conducted entirely through the Internet, and it needs the Internet as the basic support. 

Therefore, the development of the Internet must have a significant impact on the development 

of P2P, which is well proved again that the development of P2P lending needs to rely on Internet 

technology and big data that described in Zhu and Liu’s article published in 2019. 

 

4.2.2 Deposit Interest rate 

              According to the literature I have integrated, deposit interest rate is also an important 

factor affecting the development of P2P lending. These two elements seem far apart, but they 

are actually closely related. First of all, based on the statement above about the role of P2P, we 

know that P2P lending platforms provide investors with a financial management platform with a 

relative high return rate. If people have idle money, they often use it to manage their capital to 

gain more interests. At that time, P2P plays its role. In most cases, however, unused funds are 

kept as bank deposits by people. Thus, the development of P2P lending is related to the deposit 

rate. More specific reasons will be explained after the data analysis. 

            As I stated in DATA & METHODOLOGY section, I collected the data of Chinese deposit 

interest rate during 2002-2017, which is the independent variable. And in the same way, make 

the number of P2P lending platforms from 2002-2017 be the dependent variable. Also, the 

simple regression analysis on their change rate was completed according to the previous settings, 

the following analysis and results were obtained: 

1) Hypotheses 2: 

𝐻0: The deposit interest rate has no significant impact on the development of P2P in China. 

𝐻a: The deposit interest rate has significant impact on the development of P2P in China. 

2) Level of significance: α= 10%=0.1 
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3) Simple Regression Analysis Results:  

t Stat 1.9835 

Coefficients -0.3636 

Intercept 0.0799 

Significance F 0.0568 

p-value 0.05685 

(See the Appendix for the detailed regression analysis results) 

Table 3: Main Results for Regression Analysis of Deposit Interest Rate 

4) Determine the Model:  

Change rate of P2P Lending Platforms number =  

-0.36* Change rate of Chinese Deposit Interest Rate+0.08 

5) Determine whether to reject H0: 

Because p-value = 0.05685 <α= 0.1, the H0 should be rejected. 

              Therefore, based on the simple regression analysis shown above, the H0 should be 

rejected, which means the Ha is true and the Chinese deposit interest rate truly has the significant 

impact on the development of P2P lending in China. So, we have reached the result consistent 

with the literature and the hypothesis 2. Also, it proves what stated in the previous literature 

that the attraction of P2P lending comes from the comparison of its interest rate and bank 

deposit rate. (Mercadante, 2019) Now, let talk more detail about the reason why the deposit 

interest rate influences a lot on the P2P lending platform. Suppose there are equal idle funds, 

some of the funds are kept as deposits and the rest are invested to earn more interest. When 

the deposit rate changes, so does the desire of people to save. If the deposit interest rate is 

reduced and the deposit can only earn a small amount of money, people are willing to spend 

more money to invest. Then, as P2P lending platform is an investment platform with relative 
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higher interest rate, people have greater demand for it. Thus, changes in deposit rates are closely 

related to the development of P2P lending platforms. 

 

4.2.3 Demand for loan 

              Demand for loan is another factor which seems like the motivators of P2P lending 

platforms according to what I have seen from the literature. As I said before, the essence of P2P 

is to replace some intermediary positions of Banks, since P2P lending platforms not only provide 

financial platforms for investors, but also provide loan services for borrowers, the demand for 

loan may be the one of the motivators for the development of P2P lending platforms. 

              I also do the simple regression analysis to find out whether there is a significant 

relationship between demand for loan and P2P development. Besides, the data of Amount of 

Loan in China from 2002-2017 is regarded as the independent variables and let the number of 

P2P lending platforms from 2002-2017 be the dependent variable. Following is some important 

result data from regression analysis: 

1) Hypotheses 3: 

𝐻0: The Chinese demand for loan has no significant impact on the development of P2P in China. 

𝐻a: The Chinese demand for loan has significant impact on the development of P2P in China. 

2) Level of significance: α= 10%=0.1 

3) Simple Regression Analysis Results:  

t Stat 0.8503 

Coefficients -0.6023 

Intercept 0.1290 

Significance F 0.4021 

p-value 0.40212 

Table 4: Main Results for Regression Analysis of Demand for Loan 
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4) Determine the Model:  

Change rate of P2P Lending Platforms number =  

-0.60* Change rate of amount for loans in China+0.02 

5) Determine whether to reject H0: 

Because p-value = 0.40212>α= 0.1, the H0 should not be rejected. 

              

              Based on the result of simple regression analysis, the H0 should not be rejected, which 

means the demand for loan in China has no significant impact on the development of P2P lending 

in China. Thus, the result gotten is contrary to the preview literature and the hypothesis 3. 

Meanwhile, it is also inconsistent with the argument published by Sohu in 2017 that people's 

great demand for funds is one of the important reasons for the rapid development of P2P lending 

platforms. As for the reason for this result, as far as I am concerned, there are many lending 

platforms other than p2p lending platforms in China's financial field, such as Banks, angel 

investors, crowdfunding discussed above and so on, which will all become the interference 

factors of these regression analysis. In addition, as an emerging lending model, P2P lending will 

be regarded as relative risky platforms. Also, especially in the past five years, since people's living 

standards have been improving continuously, the demand for loans has not increased 

significantly. Thus, even if China's loan demand is increasing, people may not choose P2P 

platforms for loans, resulting in the change in loan demand that has no significant impact on the 

development of P2P lending platforms.  

              Above all, for the research question 2, the result can be answered that the development 

of Internet in China and the change of the Chinses deposit interest rate were the two of the most 

important factors to drive the P2P lending platforms to develop rapidly during 2002-2017. 

 



26 
 

4.3 Research Question 3:  

- Q: Facing the great crisis of P2P in 2018, is it necessary for P2P lending platforms to  

     keep on developing in China? 

· Advantages of P2P 

· Disadvantages of P2P 

 

4.3.1 Advantages of P2P 

              The rise of an emerging industry must have its huge market demand and its unique 

advantages. To sum up the four advantages of P2P lending in literature review, in short, they 

include more convenience, lower requirements, lower costs and more choices for loans and 

investment. In this section, I will discuss the advantages of different P2P service objects in more 

detail based on my new research analysis. First, for borrowers, P2P lending platforms provide 

lending platforms for such customers. Borrowers on P2P platforms will enjoy fewer loan 

requirements than traditional financial institutions, such as no complicated credit rating process. 

Moreover, as P2P has fewer loan processes, the loan cost of loan enterprises becomes lower. In 

addition, because there are more types of loans with different amounts and terms on P2P 

platforms, borrowers will have more choices, thus reducing the risk of their loans. On the other 

hand, from the perspective of investors, the advantage of P2P lending platforms is that they offer 

higher interest rates to customers, making their assets appreciate faster. Besides, compared with 

other fixed investment approaches, P2P lending platforms have more liquid investment funds 

because of their shorter investment period.          

            Based on the above results obtained from the previous article materials and cases, I 

conducted a survey on the recognition degree of the advantages of P2P lending platforms for 
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Chinese netizens, in order to prove the correctness and different values of these statements. 

According to what I stated in the section DATA & METHODOLOGY, I collected primary data from 

WKU students as well as a small number of my relatives and friends through the method of online 

questionnaire. For this problem for the agreement on advantages, I set in the form of the 

question to matrix scale: summarizes seven major advantages of P2P lending platforms, then 

responders can grade these statements. Scores on behalf of the level of their agreement for each 

advantage’s statements, the score is between 1 to 5, the higher the score is, the higher the 

recognition of responders on this advantage. In the end, I had a total of 54 respondents. Then I 

used the Five-point Likert Scale Interpretation to quantify their recognition. 

              

Following are the data analysis and conclusions based on the primary data from the survey: 

(Please refer to the Appendix for specific questions setting in questionnaire & “Attitudes” are 

identified based on the Five-point Likert Scale in Appendix) 

Ranking Advantages Statements Average Score Attitudes 

1 The requirements for loaning in P2P lending 

platforms are less. 

3.72 Agree 

2 P2P lending platforms have lower transaction costs. 3.72 Agree 

3 P2P Lending has a higher rate of return. 3.57 Agree 

4 P2P lending platforms are easy to operate through 

Internet and save time. 

3.56 Agree 

5 The asset stored in the P2P lending platform is 

relatively liquid. 

3.48 Neutral 

6 In P2P lending platforms, the expected value of 

capital supply and demand is highly matched with the 

actual. 

3.39 Neutral 

7 Using P2P lending platforms do not require 

professional financial knowledge. 

3.07 Neutral 

Table 5: Survey Results for the Advantages Statements of P2P Lending Platforms 
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       Thus, according to the analysis of the above table, it is obvious that Chinese netizens agree 

with P2P's low loan requirements, low transaction costs and high rate of return. On the contrary, 

they hold a neutral attitude towards its high matching degree and ease of operation. From this, 

we can conclude that the biggest advantage of P2P lending platforms lies in their lower 

requirements and lower costs, at least in the attitude of the public. 

 

4.3.2 Disadvantages of P2P 

            In 2018, P2P lending platforms suffered a huge crisis. In China's Internet market, the 

number of P2P lending platforms dropped sharply, and the amount of customer loans and 

investments showed a sharp decline. It can be seen that P2P lending, as a new Internet financial 

product, has its own defects and crises, bringing great challenges to Chinese finance. According 

to the literature review, the main shortcomings of P2P lie in the false information brought by its 

network environment, the imperfect regulatory system and the neglect of credit identification 

by users in pursuit of high rate of return. Moreover, in my new investigation of the case study, I 

found that in recent years, P2P lending platforms were often exposed to illegal fund-raising and 

illegal lending scandals, and there were a large number of fake P2P platforms to help borrowers’ 

default, and investors lost all investment capital. And there is also the problem of borrowers not 

being able to borrow money on time. Therefore, due to these problems, P2P lending platforms 

have high financial risks for both borrowers and investors.  

            Based on the above problems of P2P lending platforms obtained from the cases study as 

well as the previous literature, in the survey, I also set the same kind of questions for the 

recognition degree of the disadvantages of P2P lending platforms for Chinese netizens to 

measure the different severity of these problems in public attitudes. The form of the question, 
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the setting of the score and the analysis process all are similar to the above survey on the 

advantages of P2P.  

 

Following are the data analysis and conclusions based on the survey of disadvantages of P2P: 

(Please refer to the Appendix for specific questions setting in questionnaire & “Attitudes” are 

identified based on the Five-point Likert Scale in Appendix) 

Ranking Disadvantages Statements Average Score Attitudes 

1 P2P lending is riskier for investing. 3.7 Agree 

2 P2P lending platforms cannot well guarantee the 

information security of investors. 

3.7 Agree 

3 P2P lending platforms lack effective supervision 

departments. 

3.63 Agree 

4 P2P lending platforms are often exposed to scandals 

involving illegal fund-raising and illegal lending. 

3.59 Agree 

5 The system of P2P lending platform enterprises is not 

perfect. 

3.59 Agree 

6 P2P lending platforms have a large number of bad 

customers and bad assets. 

3.57 Agree 

7 P2P lending platforms have enough legal and policy 

protection. 

3.57 Agree 

Table 6: Survey Results for the Disadvantages Statements of P2P Lending Platforms 

 

            Thus, according to the analysis of the above table, Chinese netizens hold agree attitudes 

toward all of these 7 disadvantages statements of P2P lending platforms. In particular, the 

imperfect regulatory system on P2P platforms and the leakage of personal information have 

become most two concerns of Chinese netizens. From this, we can conclude that the biggest 

risks of P2P lending platforms lie in their high risks of investing and loaning as well as the problem 

of information regulation. 
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               Above all, I combined the 7 advantage statements and 7 disadvantage statements 

together to do a comparison to find out whether the general attitude of Chinese netizens toward 

P2P lending platforms is positive or negative. 

 

1) Integration of Advantage Statements and Disadvantage Statements: 

 7 Advantage Statements 

Average Score 

7 Disadvantage 

Statements Average Score 

(1) 3.5741 3.7037 

(2) 3.7222 3.5741 

(3) 3.0741 3.6296 

(4) 3.5556 3.5926 

(5) 3.4815 3.5926 

(6) 3.7222 3.5741 

(7) 3.3889 3.7037 

Mean 3.5026 3.6243 

Table 7: Integration of Average Score of AS and DS of P2P Lending Platforms 

2) t-Test Results: 

Pooled Variance 0.02676 

df 12 

t State 1.3918 

P(T<=t) one-tail 0.0946 

t Critical one-tail 1.7823 

Table 8: Main Results for t-Test 

3) Determine whether to reject H0: 

H0: People agree that the advantages of P2P lending platform exceed significantly its 

disadvantages so that P2P lending can start its second development in China easily. 

According to p-value the of t-Test (one-tail) is 0.0946 ≤0.1 and the mean of advantage statements is 

less than the mean of disadvantage statements, the null hypothesis should be rejected. 



31 
 

          Based on the table results, it is obvious that on average, people agree more with the 

negative features of P2P lending platforms than its positive feature and the difference between 

them is significant. 

           As for the reason, in my opinion, is that the impact of the 2018 P2P lending crisis is still 

there, so people generally have more concerns about P2P lending. Fortunately, the difference 

between the two means figures is not so huge and P2P advantages are also acknowledged by 

people. Also, now the problem has been identified and various departments are working to 

resolve it. In addition, from the perspective of Research Question 2, the Internet financial 

industry is still in the continuous development stage, which also provides a strong motivator to 

the continued development of P2P lending platforms. Although P2P is facing crisis, there are still 

opportunities. Therefore, the answer to Research Question 4 is that it is truly necessary for P2P 

lending to continue its development to give play its advantages to the Chinese finance, while the 

system of P2P lending platforms must be improved and the process requires more effort, not 

easy. However, for the results of survey, there may be some deviation here since most of the 

respondents are WKU students and have not been directly exposed to loans. Also, according to 

the results of the questionnaire, more than 30% of the respondents do not know what P2P is, 

although I am in the questionnaire contains a general introduction to P2P lending, which may 

lead to their one-sided understanding of P2P. 

                

 

4.4 Research Question 4:  

- Q: How should P2P overcome its shortcomings and expand space for its development 

     in China? 
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              After Question 3, the question seems very urgent and necessary. First of all, in one 

sentence, the literature review about the governance of P2P lending platforms show that P2P 

lending should improve the risk control system and pricing model with the involvement of third 

parties, which can be governments or traditional financial institutions and so on. That is very 

important since after I research more cases, generally, a P2P lending platform with a formal 

third-party regulatory system has a better reputation and it is easier to gather more funds and 

customers. Now, in this section, I will show analysis process and come up with more new 

measures to help overcome the weaknesses of P2P lending based on some results of Research 

Question 3 as well as the survey results, I received.  

· Question: Do you know what is P2P lending?    

 

Figure 1: Par Chart of Understanding of Public for P2P Lending Platforms 

 

· Question: Have you or people around you used P2P lending platforms before?  

 

Figure 2: Par Chart of Usage of Public for P2P Lending Platforms 
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· Question: How did you first learn about P2P lending? 

 

Figure 3: Par Chart of Knowing Channel of Public for P2P Lending Platforms 

 

             Of course, when something new comes into being, there must be a demand for its 

development, and the demand for it must be based on people knowing enough about it. 

However, according to the survey results, the penetration rate of P2P lending platforms is 

relatively low, and the proportion of people who can fully understand what P2P lending is 

relatively small, only 27.78%. Most people have just heard about the concept of P2P lending 

without knowing what it is specifically, even 33.33 percent have never heard of it. Also, the 

number of people who have never used P2P lending platforms accounts for 68.52%, which 

indicates that although P2P lending platform has been developing continuously during the 

decade, it is still not the mainstream platform for people to conduct financial lending.  

             As stated earlier, understanding is a necessary prerequisite for action. Then, in order to 

promote the further development of P2P lending platforms, the first step should be to popularize 

correct knowledge about P2P lending to the public, so as to avoid the bad situation that some 

people have only heard about its shortcomings and dangers or haven't heard at all. In addition, 

the analysis shows that nearly 52% of Chinese Internet users have learned about P2P lending 
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through the Internet channels, which gives P2P platforms a good reminder to intensify efforts to 

publicize the correct and specific concepts of P2P through online platforms.              

 

· Question: Suppose you need to make a loan, in what order are you most likely to choose? 

Ranking Loan Platforms Average score 

1 Bank 2.81 

2 Internet loan 1.46 

3 Folk loan 1.09 

Table 9: Survey Results for the Ranking of Loan Ways 

· Question: Suppose you want to choose a loan, in what order are you most likely to consider? 

Ranking Factors Average score 

1 Loan interest rate 4.78 

2 Credit of lender 4.48 

3 Loan limit 2.72 

4 Length of maturity 2.33 

5 Loan requirements 2.3 

6 Release speed 2.2 

Table 10: Survey Results for the Ranking of Loan Consider Factors 

 

            The purposes of these two questions are to study the public's different desire level for 

loans from the three major lending platforms and different degree of emphasis towards main 

loan factors. However, the results may have limitation which is same as what stated in the last 

questions. 

            The results show that going to Banks for loans is the first choice of most public, while 

Internet lending (including P2P) becomes their second choice. In general, the main advantage of 

going to the bank for a loan is stability and security, which makes the customer’s financial 
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security and personal information get better protection; while the main problem of folk loans 

lies in the lack of legal system and regulatory agencies, which is easy to cause economic disputes. 

Based on this reality, thus, P2P lending platforms should learn from Banks what makes them 

attractive to borrowers, and at the same time avoid the same problems as folk loans. Moreover, 

the second result also show that the interest rate of the loan and the credit of the lender are the 

two factors that value most by borrowers while as the biggest advantage of P2P lending, the less 

requirement of loan only ranked fifth.  

          According to the analysis of the results of the above two questions, the new measures are 

generated that P2P lending platforms should maintain their advantages of lower loan 

requirements and higher investment interest rate while reasonably setting the loan interest rate 

and further ensure the true accuracy of the loan information. At the same time, it is also very 

important to improve the legal guarantee system and risk control system to reduce the high risk 

brought by Internet loans. Actually, these measures are also exactly corresponding to the biggest 

advantages and biggest disadvantages of P2P lending in Research Question3 as well as what 

stated by previously published literature. The finding to this question enriches the existing 

methods stated in the literature that should be implemented for P2P lending, and proposes more 

measures to eliminate P2P lending risks based on the primary data collected through the survey. 
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5. CONCLUSION 

             Peer-to-Peer Lending, as an emerging Internet financial product that has developed 

rapidly in a short period of time and brought great challenges to Chinese finance due to its risk, 

truly caused a lot of public discussion. According to this social phenomenon, the objective of this 

thesis is to discuss the development of P2P lending platforms in China by explaining its definition, 

exploring what is its motivators and measuring the advantages and disadvantages of P2P as well 

as the actions can be taken to make improvement. Because many people don't know specifically 

what the P2P lending is or how it works, and relevant institutions do not know to which aspects 

of P2P lending for improvement, this thesis is believed to make the public have a more 

comprehensive awareness on P2P lending and make them benefit a lot, including both users, 

owners or regulators of P2P lending platforms. In the thesis, the data of number of P2P lending 

platforms, number of Chinese Internet users, Chinese deposit interest rate and demand amount 

of loan in China from 2002-2017 as well as the simple regression analyses are used to research 

the motivators of P2P lending’s development. Besides, a survey is made for determining the 

public’s different opinions on the pros and cons of P2P lending.  Then, I do a t-Test on the results 

of the survey for exploring the distinguish between P2P lending platforms’ opportunities and 

risks. Finally, the results of the survey are also used to analyze how P2P lending platforms should 

be improved. 

 

Generally, based on the whole analysis above, the main results for the four research questions 

can be conclude as follows:  

• Compared with crowdfunding, P2P lending is a new Internet financing method in which 

enterprises do not have to give up any equity but requires fixed interest paid in each certain 

period, replacing the intermediary role of banks for loans.  
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• The development of Internet in China and the change of the Chinses deposit interest rate were 

the two of the most important factors to drive the P2P lending platforms to develop rapidly 

during 2002-2017 in China. 

• Public agree more on the disadvantages of P2P than its advantages, so P2P lending platforms 

cannot continue its rapid development again easily unless some improvements are made. 

• P2P lending platforms should strengthen its advantages and be improved mainly by the four 

measures:  

     1) Rely more on the online platforms to popularize correct knowledge about P2P lending to    

           the public;  

     2) P2P lending platforms should learn from Banks what makes them attractive to borrowers,  

          and at the same time avoid the same problems as folk loans;  

     3) Improve the legal guarantee system and risk control system to reduce the high risk brought  

          by Internet loans;  

     4) Set the loan interest rate reasonably and further ensure the true accuracy of the loan  

          information. 

  

Also, according to all of the findings in this thesis, I recommend the following actions for public: 

1. Thoroughly understand things before deciding whether to use them, especially something new 

and risky like P2P lending platforms. 

2. Third party regulation is important in any industry. Supervision not only serves as the security 

of the platform, but also serves as the premise for the establishment of a trust system. 

3. While supporting the development of something new, the government should ensure that the 

profits of public are protected by some policies and laws. 



38 
 

4. The existence of everything has its meaning, do not lose confidence completely because of its 

shortcomings while always full of hope for the future development.  

5. Always improve oneself, learn from others’ strengths and avoid others’ weaknesses. 

 

        Besides, even though I try my best to optimize the thesis, there are still some limitations. In 

the part of collecting the secondary data, actually, the fastest growth of P2P lending in China was 

from 2012 to 2017, but since I could not find the monthly data of these six years, I expanded the 

sample of the year to 2002 – 2017 and used semiannually data. Finally, the number of objections 

for the regression analysis is 31, which is also relatively small and the result may have a certain 

deviation. What’s more, the as for the survey related to P2P lending’s pros and cons, most of the 

respondents are college students who have only a superficial understanding toward P2P and do 

not have much practice of loaning. Therefore, there may be some deviation in the data of the 

public's recognition on statements of P2P lending. Also, as what stated above, the survey result 

shows that there are more than 30% of the respondents do not know what P2P is, which may 

lead to their one-sided understanding of P2P, although a general introduction to P2P lending is 

included in the questionnaire.  

        Therefore, to removing these limitations and corroborate the results, the further researches 

need to be done, which are suggested that use larger amount data and more specific sample 

period to do the model analysis. As for the survey results, they can statistically be improved by 

extending to other respondent groups besides university students, especially for business people 

or whom often loan from various ways. 

 

 

 



39 
 

6. REFERENCES 

Annual report of P2P online lending industry in China (simplified version). 

    https://baijiahao.baidu.com/s?id=1621647413480787252&wfr=spider&for=pc 

 

Bholat, David and Atz (2016.4) Ulrich, Peer-to-Peer Lending and Financial Innovation in the     

United Kingdom. Bank of England Working Paper No. 598. Available at SSRN: 

https://ssrn.com/abstract=2774297 or http://dx.doi.org/10.2139/ssrn.2774297 

 

Craig Guillot (2016.3) How rising interest rates could impact peer-to-peer lending? 

     https://wenku.baidu.com/view/73bed18bc381e53a580216fc700abb68a882add7.html 

 

Chen, Hung-Yi and Tsai, Chang-hsien (2017.11) Changing Regulations of Peer-to-Peer Lending in 

China Banking & Financial Services Policy Report, Vol. 36, No. 11, pp. 13-25, Nov. 2017. 

Available at SSRN: https://ssrn.com/abstract=3166867 

 

He yao-hui. Analysis on the advantages and disadvantages of P2P lending model and 

countermeasures [J]. Finance and economics (academic edition),2015(07):37+44. 

 

Hu Tingting. Discussion on P2P management in Internet finance industry [J]. Modern marketing 

(next issue),2019(07):45-46. 

 

Kevin Mercadante (2019.7) Is P2P Lending a Good Investment? 

      https://www.doughroller.net/p2p-lending/is-p2p-lending-a-good-investment/ 

 



40 
 

Lihua Zhan and Xiaodi Liu and Mengnan Sun (2019.1), The Impact of Internet Finance 

Development on Financial Repression——Taking P2P as an Example,2018 6th International 

Education, Economics, Social Science, Arts, Sports and Management Engineering Conference 

(IEESASM 2018),https://doi.org/10.2991/ieesasm-18.2019.32 

 

Moenninghoff, Sebastian Christoph and Wieandt, Axel, (2012.5) The Future of Peer-to-Peer 

Finance. Zeitschrift für Betriebswirtschaftliche Forschung, August/September 2013, p. 466-

487 . 

 

Mitra, D. (2012). THE ROLE OF CROWDFUNDING IN ENTREPRENEURIAL FINANCE. Delhi Business 

Review, 13(2), 67-72. Retrieved from https://kean.idm.oclc.org/login?url=https://search-

proquest-com.kean.idm.oclc.org/docview/1348259646?accountid=1180 

 

Peer-to-Peer Lending: The Lowdown 

 https://www.investopedia.com/terms/p/peer-to-peer-lending.asp 

 

P2p (peer-to-peer lending platform of Internet finance) _ baidu baike 

     https://baike.baidu.com/item/p2p/16298681#6 

 

 

Schwienbacher, Armin and Larralde, Benjamin, (2010.9) Crowdfunding of Small Entrepreneurial     

Ventures, HANDBOOK OF ENTREPRENEURIAL FINANCE, Oxford University Press, 

Forthcoming. Available at SSRN: https://ssrn.com/abstract=1699183 or 

http://dx.doi.org/10.2139/ssrn.1699183 



41 
 

 

Sohu (2018.1) Six reasons for the early development of P2P network loans.  

     https://www.sohu.com/a/217272011_99934114 

 

Yu Lin (2015) Regulation of P2P online lending in China [D]. Wuhan university of technology.  

 

Ye yuan-bo. Risk and response of P2P online lending platform in the new situation -- also on the 

development of P2P platform compliance after the "thundertide" [J]. Journal of political 

science and law,2019,36(04):120-128 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

APPENDIXES 

· Appendix A: Results of Three Simple Regression Analyses 

  1. Number of P2P lending platforms & number of Internet users (2002-2017) 

  

  2. Number of P2P lending platforms & deposit Interest rate (2002-2017) 

 

  3. Number of P2P lending platforms & amount of loan (2002-2017)

 

 



 
 

· Appendix B: Questionnaire Setting 

 

PART 1: 

Direction: Place a check mark (√) for Singe Choice Questions & write the number in order for 

Ranking Questions. 

(Single Choice) Do you know what is P2P 

lending?  

a. Yes 

b. No 

c. A little, not sure 

(Single Choice) Have you or people around 

you used P2P lending platforms before?  

a. Yes 

b. No 

(Single Choice) How did you first learn 

about P2P lending?  

a. Friends or relatives 

b. Books or newspaper 

c. Internet 

d. Others 

(Ranking Question) Suppose you need to 

make a loan, in what order are you most 

likely to choose the following loan 

platforms: 

 

(  ) Banks 

(  ) Folk loan 

(  ) Internet loan (including P2P) 

(Ranking Question) Suppose you want to 

choose a specific loan, in what order are 

you most likely to consider the following 

factors: 

(  ) Loan Limit 

(  ) Loan interest rate 

(  ) Release speed 

(  ) Maturity length 

(  ) Credit of lender 

(  ) Loan requirements 

 

 

 

 



 
 

PART 2: 

Direction: Based on your opinion, please make a choice consistent with your recognition of the 

following statement about the advantages and disadvantages of P2P lending: 

Advantage Statements 

 Strongly Disagree Disagree Neutral Agree Strongly Agree 

The requirements for 

loaning in P2P lending 

platforms are less. 

1 2 3 4 5 

P2P lending platforms 

have lower transaction 

costs. 

1 2 3 4 5 

P2P Lending has a higher 

rate of return. 

1 2 3 4 5 

P2P lending platforms 

are easy to operate 

through Internet and 

save time. 

1 2 3 4 5 

The asset stored in the 

P2P lending platform is 

relatively liquid. 

1 2 3 4 5 

In P2P lending platforms, 

the expected value of 

capital supply and 

demand is highly 

matched with the actual. 

1 2 3 4 5 

Using P2P lending 

platforms do not require 

professional financial 

knowledge. 

1 2 3 4 5 

Disadvantage Statements 



 
 

 Strongly Disagree Disagree Neutral Agree Strongly Agree 

P2P lending is riskier for 

investing. 

1 2 3 4 5 

P2P lending platforms 

cannot well guarantee 

the information security 

of investors. 

1 2 3 4 5 

P2P lending platforms 

lack effective supervision 

departments. 

1 2 3 4 5 

P2P lending platforms 

are often exposed to 

scandals involving illegal 

fund-raising and illegal 

lending. 

1 2 3 4 5 

The system of P2P 

lending platform 

enterprises is not perfect. 

1 2 3 4 5 

P2P lending platforms 

have a large number of 

bad customers and bad 

assets. 

1 2 3 4 5 

P2P lending platforms 

have enough legal and 

policy protection. 

1 2 3 4 5 

 

 

 

 

 



 
 

Five-point Likert Scale Interpretation: 

 

Response Scale 

Attitudes to Factor  

Mean Interval  

Advantages of P2P 

 

Disadvantages of P2P 

5 Strongly Agree Strongly Agree 4.51-5.00 

4 Agree Agree 3.51-4.50 

3 Neutral Neutral 2.51-3.50 

2 Disagree Disagree 1.51-2.50 

1 Strongly disagree Strongly disagree 1.00-1.50 

 

 

· Appendix C: Result of t-Test on Survey  

 

 

 


