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FINANCIAL INNOVATION MANAGEMENT: LOAN PRICE IN THE CROWDFUNDING AND PEER-TO-
PEER LENDING PLATFORMS

Abstract. As an alternative to traditional bank financing, companies (especially small and medium-sized) can opt
for loans from innovative financial facilities: peer-to-peer lending and crowdfunding platforms. When using these
alternative financing opportunities, it is very important to identify the main factors of the business loan interest rate
and properly assess the overall cost of borrowing. This paper summarizes the scientific discussion on the issue of
innovative business funding sources and one of the most important ratios referred to reasonably compare the price of
financing sources and the related expenses. Therefore, the main purpose of this research is to identify the internal
and external factors of interest rate on business loans and determine the overall total annual rate of charge for
business loans on innovative financing platforms. After the analysis of academic literature and statistical data of
crowdfunding and peer-to-peer lending market, the authors used the methods of correlation-regression and factor
analysis to identify the factors that determine the interest rate of business loans on crowdfunding and peer-to-peer
platforms; and scenario analysis to evaluate the total annual rate of charge for business loans. According to the results
of correlation-regression and factor analysis, the summarized factors of business loan interest rate are economic
environment, competitive environment, and results of the platform performance. External factors appeared to have a
much greater impact on the interest rate for business loans in crowdfunding and peer-to-peer lending platforms than
internal. The assessment of the total annual rate of charge for business loans confirmed that the peer-to-peer and
crowdfunding platforms offer a lower rate than traditional financing institutions, on the other hand, the total rate at the
crowdfunding platforms is higher compared to peer-to-peer lending platforms, due to the higher administrative fees
and interest rates. The outcomes of this research expanded the scope of research on the sector of financial innovation.
The research revealed the peculiarities of crowdfunding and peer-to-peer lending, the factors that affect a loan interest
rate, and the real price that business owners have to pay for borrowed funds. Obtained results could be relevant to
both lending platforms and businesses seeking to identify and compare the real cost of traditional and alternative
financing.

Keywords: financial innovation, alternative financing, financial technologies, factors of interest rate, price of
borrowing, the total annual rate of charge for business loans.

Introduction. Search for business funding sources is a complex and time-consuming process
requiring considerable knowledge, though the 21st-century businesses have much more opportunities to
borrow than ever before. As an alternative to traditional corporate financing sources, businesses now can
opt for innovative financial facilities: crowdfunding and peer-to-peer lending platforms. When seeking to
take advantage of such alternative funding sources businesses taking into account not only the interest
rates and the monthly premiums but also all the other credit-related charges.

Despite a consistently increasing scope of studies in the area of peer-to-peer lending and
crowdfunding, such alternative business financing is more studied from the theoretical viewpoint,
specifically focusing upon benefit for an investor, the national economy. Yet there is a lack of any analytical
examination of a comprehensive assessment of the benefit or the actual price paid by the entity owner or

Cite as: Keliuotyté-Staniuléniené, G., & Kukarénaite, M. (2020). Financial Innovation Management: Loan Price in
the Crowdfunding and Peer-To-Peer Lending Platforms. Marketing and Management of Innovations, 2,
256-274. http://doi.org/10.21272/mmi.2020.2-19

256


http://doi.org/10.21272/mmi.2020.2-19
http://doi.org/10.21272/mmi.2020.2-19
mailto:greta.keliuotyte-staniuleniene@evaf.vu.lt
mailto:monika.kukarenaite@gmail.com
mailto:greta.keliuotyte-staniuleniene@evaf.vu.lt

G., Keliuotytée-Staniuléniené, M., Kukarénaité. Financial Innovation Management: Loan Price in the Crowdfunding and Peer-
To-Peer Lending Platforms

business in general when obtaining business credits at crowdfunding or peer-to-peer platforms, which
emphasizes the relevance and the novelty of the present study.

The object of the research covered by this paper is the average interest rate and the total annual
percentage rate of charge for business loans (TARCBL) at peer-to-peer lending and crowdfunding
platforms. The purpose of the present study is to identify the internal and external factors of an interest
rate for business loans at innovative (peer-to-peer lending and crowdfunding) platforms and evaluate the
total annual percentage rate of charge for business loans.

Intending to identify interest rate factors and assess TARCBL the present study included: (i) the
correlation analysis used to identify significant internal and external interest rate factors; (i) factor and
regression analysis used to systemize significant interest rate factors and evaluate their impact; (iii) and
scenario analysis used to assess the TARCBL of crowdfunding and peer-to-peer lending platforms and
compare it with TARCBL of traditional financing.

The external factors (the risk-free interest rate, G.D.P., government debt)) appear to be more important
than internal factors (customer's credit history, expected losses, expected rates of return) in determining
the interest rate of business loans provided by crowdfunding and peer-to-peer lending platforms.

The analysis carried out shows the importance of TARCBL, as this indicator summarises all the
expenses related to the credit. The results confirmed that the peer-to-peer and crowdfunding platforms
offer a lower rate (TARCBL) than traditional financing institutions while the rate (TARCBL) of crowdfunding
platforms is higher in comparison with the rate of peer-to-peer platforms.

By identifying the key determinants of the cost of business finance provided by crowdfunding and peer-
to-peer lending platforms, the results of this study complement scientific insights on crowdfunding peer-
to-peer lending platforms and can be applied in practice to both alternative finance seekers and alternative
lending platforms.

Literature Review. Small and medium-sized enterprises have a significant impact on the national
economy, creating high added value. To be able to attract external funding an entity is required to meet
certain specific requirements: be able to generate sufficient return, meet liquidity and stability
requirements, be capable of managing risk; therefore small entities are often unlikely to be able to attract
additional funding required for the attainment of their objectives by referring to traditional external business
financing sources. The growth of the I.T. sector and its accelerated modernization supported the
appearance of financial innovations, for example, new alternative funding sources (Bruton, 2015), as
entities increasingly often search for funding opportunities at crowdfunding platforms.

Peculiarities of the operation of crowdfunding platforms. Crowdfunding is an alternative way of raising
capital (Ryu et al., 2018) defined as an interaction between (i) a simplified organization (platform), (ii)
different natural persons and legal entities that seek financial benefit for their ideas and capital, and (iii) a
large ‘crowd’ of individuals inclined to invest, lend or give away funds for specific ideas or business
(Nielsen, 2018). Crowdlending platforms: (i) not only fill in the gap in the market but also (ii) allow portfolio
diversification, (iii) benefit the investor by helping to find new, innovative products potentially generating
substantial potential return; (iv) provide to entrepreneurs feedback facilitating an assessment of the
demand for the product and improvement of business ideas (World Bank, 2013; Kirby et al., 2014). The
uncertainties of crowdfunding usually faced by investors are (i) default risk (as crowdfunding is used by
borrowers that fail to receive funding from traditional funding sources due to excessive risks); (i) liquidity
risk (difficulty for the investor to withdraw from a transaction and recover the invested funds); (iii) fraud risk
(appears in the absence of a stringent process for the identification of project developers or investors); (iv)
risk of closure or bankruptcy of the platform (supervision and control are not as stringent as imposed upon
other financial institutions); (v) cyber attack risk (weaker protection due to limited financial resources); (vi)
money laundering risk (no stringent controls over the origin of money and its further use); (vii) legal risk
(the legal acts regulating crowdfunding are still in the stage of development and improvement) (Robock,
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2014; Kirby et al., 2014, European Commission, 2015). There are also other risks involved, usually
characteristic of traditional funding, such as interest rate, market, exchange rate, or operational risk
(Moenninghoff et al., 2013).

Peculiarities of the operation of peer-to-peer lending platforms. Peer-to-peer platforms use social
networks to bring together entrepreneurs and investor communities and enhance the productivity and the
efficiency of saving funds; such financial instruments are most often are designed for entrepreneurs that
face difficulties in obtaining traditional financial services (Bruton et al.,2015). A summary of the diversity
of the definitions used in the scientific literature (Mateescu, 2015; Liu et al., 2019; Lenz, 2017;
Fintechnews, 2017; Zeng et al., 2017) may lead to a conclusion that peer-to-peer lending platforms bring
together natural and legal persons that want to borrow and natural persons who want to lend; only natural
persons may act as investors (Law on Consumer Credit of the Republic of Lithuania, 2015). The
advantages of peer-to-peer platforms are the following: (i) lower interest rates and taxes as compared to
banks; (ii) funding opportunities for natural persons and legal entities that cannot obtain traditional external
funding; (iii) speed and quality of providing the services due to well-developed technological innovations
(Milne et al., 2016). The risks related to peer-to-peer lending essentially coincide with the risks
characteristic of crowdfunding facilities.

Although Buysere et al. (2012), Ryu et al. (2018) claim that peer-to-peer is not genuine crowdfunding,
a fairly large share of researchers (Walthoff-Borm et al., (2018), Nehme (2017), Kirby et al., (2014),
Hossain et al., (2015), Isac (2014), Messeni, et al., (2018)), consider that crowdfunding and peer-to-peer
lending are inseparable — they operate based on the same principle, use identical processes, the same
process participants, localization risk, etc., because of which such financing sources should not be
considered separate. For the present paper, peer-to-peer lending is considered one of the types of
crowdfunding.

Research in the area of crowdfunding and peer-to-peer lending. Despite being a fairly new
phenomenon, crowdfunding and peer-to-peer lending are increasingly becoming a focus of researchers.
Walthoff-Boom et al. (2018) analyzed the companies that applied to crowdfunding platforms for funding of
their capital from the viewpoint of their risk profile, also considering financial indicators, reliability, ability to
use most advanced technologies, etc. Roma et al. (2017) analyzed the sustainability of crowdfunding, its
impact on the financial, economic, and social environment. Stern et al. (2017) were studying the factors
that caused the appearance of peer-to-peer lending platforms in different provinces of China. lyer et al.
(2009) were assessing the process of construction of credit ratings and their values at one of the most
famous peer-to-peer platforms, Prosper. Zeng et al., (2017) constructed investment solution models at
peer-to-peer platforms, were studying the behavior of existing and new investors, their level confidence
and a probability to grant to new loans. A study carried out by Klafft (2009) was assessing the factors
affecting the investors’ choice of investment projects. Zhang et al. (2017) were studying investor behavior
when investing at peer-to-peer platforms. Motylska-Kuzma (2018), Ralcheva et al. (2019) were analyzing
the factors determining success in financing crowdfunding projects. Gavurova et al. (2018) were examining
the decision-making process exercised by investors having regard to the investment objects at the peer-
to-peer platforms and their specific characteristics. Several researchers (Nehme, 2017; Kirby et al., 2014),
in their papers, analyzed the legal regulation of the crowdfunding facility. Subaciaté et al. (2019) analyzed
the household lending opportunities in the consumer credit market and estimated the TARCBL of different
loans at Lithuanian and foreign peer-to-peer platforms. Astrauskaité (2017) was examining the impact of
crowdfunding upon the country’s macroeconomic variables.

The interest rate of business loans at crowdfunding and peer-to-peer platforms and the factors
affecting it. Crowdfunding has quite a few similarities to traditional lending; however, not infrequently, it is
much more attractive financing source for small and medium-sized enterprises, may offer higher
investment returns, although, on the flip side, such financing bears more risks. When choosing between
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traditional and alternative funding, an entrepreneur is required to estimate the TARCBL, which is one of
the most important ratios referred to reasonably compare to the price of financing sources and the related
expenses.

The peer-to-peer lending and crowdfunding are not identically regulated from the legal viewpoint on a
global scale. In some countries, such lending platforms are supervised by responsible institutions, while
in other countries, the platforms operate free from any legal restrictions. For that reason, borrowers in
different countries may eventually encounter some hidden or unreasonable fees, fraud, or money
laundering risks. Furthermore, the borrowing price on different platforms may be difficult to compare, as
some platforms do not apply administrative fees, but rather impose a fixed-amount cash withdraw fee
(Bondora, 2019b), some other platforms (e.g., Savy, Paskoly klubas, FinBee) — apply intermediary,
contract conclusion, administration, overdue payment taxes (Savy, 2019, Paskoly klubas, 2019, FinBee,
2019). The total annual percentage rate of charge is a rate whereby the present value of the total cost of
credit amounts is equalized to the present value of all the repayments of credit, together with all the
applicable fees and other expenses (Bank of Lithuania, 2012). In other words, such a charge is the annual
amount of all the payments related to the credit expressed in percent. It is specifically this rate that allows
comparing the borrowing price; on the other hand, the rate is one of the most important factors determining
the availability of capital credited to an entity. Therefore, for the entities seeking to borrow capital, it is
extremely important to properly assess the factors affecting the interest rate at crowdfunding platforms.

Business credit applications at crowdfunding and peer-to-peer platforms are examined and assessed
in the procedure similar to that applied by traditional financial institutions (banks). Two groups of factors
affecting the interest rate may be distinguished: (i) financial factors representing the borrower's possibility
to borrow: income from principal employment, additional income (benefits, pension), expenses, number of
outstanding obligations, refinanced credits, financial indicators (financial leverage, EBIT, EBITDA, etc.) -
they are weighted given the entity's financial statements, as this information to a large extent shape the
credit rating; (i) non-financial factors: project owner's age, education, language, nationality, gender,
residence place (own or leased housing), crediting history, inquiries from third countries, arrests, judicial
proceedings, etc. Furthermore, interest rates depend on the purpose of credit, credit amount, and the
period. To obtain credit at peer-to-peer platforms, there is no requirement to submit the company's financial
statements, and it follows that at the platforms, both natural persons and legal entities are subject to
identical assessment criteria. Some crowdfunding platforms require the applicants to submit those
documents. Therefore the algorithms for computing the interest rates for loans extended to natural persons
and legal entities are different.

It is the credit rating that enables both traditional and non-traditional funding institutions to effectively
classify data and pass the most appropriate crediting decisions, which reduces the number of non-
performing loans. The lenders use several mathematical algorithms (linear and logistic regression,
discriminatory analysis, Probit analysis, decision tree, expert framework, etc.) to estimate the probability
of the debtor’s default or an expected return (Abdou et al., 2011), thus assigning a higher credit rating to
more reliable borrowers (Duarte et al., 2012).

Interest rates are set not only based on the characteristics of the borrower but also taking into account
certain macroeconomic indicators and interest rates offered by competitors. Usually, the key criteria for
determining interest are set out in the platform regulations (prospectus), but not all of them are made
public. Since quite often the interest rate is significantly different from the total annual percentage rate of
charge, not all the borrowers know well the actual value of the latter. Thus, each business needs to
consider very carefully all the advantages and shortcomings of crowdfunding or peer-to-peer facilities, as
well as their possible consequences, inherent risk, effective loan price, and decide whether or not entity
needs one or another financing possibility. Probably the best way to make the right decision is to compare
the terms of crowdfunding and peer-to-peer crediting facility against traditional financing loans.
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Methodology and research methods. Research model. The research consists of the following
stages:

1. Analysis of the trends of crowdfunding and peer-to-peer lending: the data collected in the market
is summarized using a descriptive statistics method to assess the popularity of the platforms, the cash
flows circulating therein, types, and the purpose of the loans, the interest rate, etc.

2. Analysis of the operation of crowdfunding and peer-to-peer lending platforms: (1) the criteria
underlying the selection of study objects defined based on the systematized information on the areas of
operations of crowdfunding and peer-to-peer platforms, their specifics, financing policy, and other
important aspects; (2) analysis of the specificity of peer-to-peer lending and crowdfunding platforms in the
Baltic states and the world considering the applicable taxes, interest rates and other expenses related to
such lending; (3) identification of the aspects underlying the assessment of the total credit price and
selection of the most rational borrowing option.

3. Identification of the crowdfunding and peer-to-peer lending platforms to be studied: two platforms
selected based on the criteria as defined below: (i) the platforms have to be different (crowdfunding and
peer-to-peer lending platforms); (ii) the platforms are used to provide credit to businesses; (iii) at least one
of the platforms is operating in the Baltic states; (iv) the platforms bear medium risk, i.e., R.O.l. fluctuates
within a range of 8-11 percent.

4. The assessment of the factors affecting the interest rate at selected crowdfunding and peer-to-
peer lending platforms: (1) correlation analysis of the variables describing the loans and the borrowers
(i.e., internal factors); (2) correlation analysis of the variables that according to the regulations of the
platform can affect the interest rate of business loans (i.e., external factors); (3) factor analysis of external
factors used to: (i) systematize significant factors; (i) determine the impact of the factors upon the interest
rates of the business loans issued within the platform and the direction of such impact (regression
analysis).

5. Determination of the TARCBL at selected peer-to-peer lending and crowdfunding platforms: (1)
the significant variables collected using the method of a correlation analysis allows a scenario analysis
method, involving: (i) constructing an optimistic, realistic and pessimistic scenarios; (i) calculation of the
interest rate using multivariate regression equations for each such scenario; (iii) calculation of the TARCBL
for each such scenario; (2) comparison of the results of the platform with each other and with the consumer
loans quotes from banks and other consumer credit providers.

The formula (Equation 1) used for the calculations:

TARCBL=P+ (P xixn)+T (1
Where: P - initial loan amount, i - interest rate, n — period, T - taxes.

The formula is accordingly adjusted for the taxes and their payment frequency of each platform: (i)
TARCBL is calculated without applying a one month deferral period; (ii) the interest payments and loan
repayments are spread evenly over the period; (iii) the total charge of the loan is calculated without
considering the late interest (periodic penalty payments): it is a factor dependent on the solvency of the
borrower and may differ on a case-by-case basis; (iv) the account servicing fees are excluded, as when
borrowing at a platform there is no requirement to open a new account.

According to the TARCBL calculation rules approved by the Bank of Lithuania, the ratio is computed
according to formula (Equation 2) (Bank of Lithuania, 2012):
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Y G+ X)) =3 D (1+ X)) (2)

Where: X — total annual percentage rate of charge for consumer credit, m — the number of the last
drawdown of the consumer credit, kK — the number of the consumer credit drawdown, 1 <k <m, Ck - the
amount of the consumer credit paid to the borrower by k drawdown, f — the interval, expressed in years
and fractions of a year, between the date of the first drawdown and the date of each subsequent
drawdown, thus t1= 0, m- the number of the last repayment or the payment of charges or other expenses,
| - the number of the repayment of the total consumer credit amount, or the number of the payment of
taxes or other charges, 1 </<m', D;- the amount of repayment of the consumer credit or the payment of
other charges, s, —is the interval, expressed in years and fractions of a year, between the date of the first
drawdown and the date of each repayment or payment of charges.

Data. To evaluate the factors affecting the interest rates of Bondora business credits, a total of 54
variables (Appendix 1, Table A1) presented by the platform (for the period from Q1 2009 to Q1 2019) were
considered; 2003 business credits examined. Fifty-seven variables were considered with a view to
determining the factors affecting the interest rate imposed upon the borrowers of Lendingclub, covering
the period from Q1 2018 until Q1 2019 (Appendix 1, Table A2) and examining total 4,610 business credits.

For factor analysis, the independent variables are selected based on the results of research (see the
Literature review section), also having analyzed the taxation framework and the pricing systems inherent
to the selected platforms. While referring to the information provided in the regulations (prospects) and
related to the criteria used to calculate the interest rate, 20 variables were selected for each platform
(Appendix 2, Table A3, Table A4). The variables analyzed for the present study include (i) macroeconomic
variables (G.D.P., unemployment rate, inflation, interbank interest rate, discount rate, risk-free interest
rate, public debt); (i) market variables (stock indices, average housing sale price); (iii) performance
indicators of selected platforms (granted credits, non-performing loans, the average return on investment);
(iv) performance indicators of the platforms’ competitors (household and business loans issued by banks,
interest rates of the loans issued by other platforms).

A dependent variable is the interest rate of business loans issued at the platforms.

Results. 1. In 2012-2017, the alternative financing market in Europe increased by EUR 9.95 million,
i.e., up by 30.3 % (Statista, 2019a); the growth trends have been observable not only in Europe but also
globally (OECD, 2019). According to the data of 2017 (Statista, 2019b) in Europe, the peer-to-peer
consumer credit transactions amounted to EUR 1,392.38 million, and business loans were recorded at
EUR 466.6 million, the volumes of reward equity crowdfunding reached EUR 158.8 million.

It is projected that: (i) by 2022, and the peer-to-peer lending market will be rapidly growing; (i) the
volumes of business loans will be increasing, (iii) the amounts of issued consumer loans will be increasing
too, however, at a slower pace; it may be assumed that the volumes of business funding from alternative
sources will be increasing.

2. Table 1 summarises the relevant information about the most important peer-to-peer and
crowdfunding platforms in the U.S.A. and Europe.

Despite the rapid growth of the alternative funding market, its share in the global crediting market is
still very small, as the market is in the early stages of its development. Furthermore, the alternative funding
market is in intensive competition with traditional crediting institutions that seek to reduce interest rates to
retain their clients. On the other hand, the peer-to-peer platforms have been finding it more difficult than
traditional crediting institutions to ensure a timely return of credits, which means that such platforms apply
a less conservative system for the assessment of financial performance or solvency of potential borrowers.
Based on the criteria described in Section 2, the following platforms were selected for a more in-depth
analysis of the study: Bondora and LendingClub.
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Table 1. Descriptive information of the most important crowdfunding and peer-to-peer lending
platforms, 2019

R.O.L _Minimum Guarantee of
Platform o investment h Loan type Country
(%) amount redemption
Crowdfunding
1. ,Grupeer" 13 10 E.UR. + Business, real estate P.L.
2. ,Mintos* 11 10 E.UR. + Consumer, business LV
3. ,Crowdestate" 16 100 EUR - Business, real estate EE
4. ,Envestio” 17 1EUR - Business, real estate, EE
cryptocurrencies
5. ,Fast invest. 12 10 E.UR. + Consumer G.B.
6. ,Crowdestor" 17 100 EUR - Business, real estate, PL
cryptocurrencies
7. ,Hoursers" 8 50 EUR - Real estate ES
8. ,Robocash” 12 10E.UR. + Consumer, business P.L.
9. ,Bondora"“ 10 1EUR - Consumer, business EE
10.  ,Property Partner" 7 50 £ - Real estate GB
Peer-to-peer lending
1. ,LendingClub“ 8 25USD + Consumer, business, us.
refinancing
2. ,Prosper* 10 25USD + Consumer, business us.
3. ,Funding Circle" 4 1 GBP + Business, real estate G.B.
4. ,Zopa"“ 4 10 GBP + Consumer, cars G.B.
5. ,Upstart* 8 100 USD - Consumer us
6. ,Peerform* - 100.000 USD - Consumer us
7. ,Grupeer" 14 10E.UR. + Business, real estate, LV
consumer
8. .PeerBery* 11 10 EUR - Consumer LV
9. ,Lenndy* 12 10E.UR. + Business, consumer, LVILT
cars
10. ,Blend” 12 1000 GBP + Real estate G.B.

Source: systematized by the authors based on (P2PMarketData, 2019; Asecurelife, 2018;
Crowdfunding platforms, 2019)

3. Bondora provides loans in Finland (33.09 %), Spain (9.75 %) and Estonia (56.8 %), i.e., the
eurozone countries that because of their size, such as Finland or Estonia, or some adverse
macroeconomic developments (Spain) did not create competitive credit markets (Bondora, 2019a). The
interest rate is set concerning the credit rating (Bondora, 2019b). Until 2019 Bondora had total issued EUR
213,096,466 in loans, the average amount of one loan is EUR 2,370, with an interest rate of 34.9%, the
average term being 49 months. The R.O.1. of the platform is 10.5%. The platform grants loans for a variety
of purposes and business loans account for 4% of the total lending volumes.

LendingClub is a peer-to-peer platform operating in the U.S.A.; until 2019, LendingClub had granted
more than USD 47 million in loans, the average value being USD 13,000, the average term — 48 months,
average interest rate 12.67 %, the platform’s R.O.I. — 8% (LendingClub, 2019a). The interest rate levied
on the loans is set forth concerning the credit rating. LendingClub operates a specialized program for
business loans accounting for about 1% of all loans.

One of the most important aspects of obtaining a loan is the total price of the loan that is comprised
not only of the interest but also includes other fees applied by the relevant platform (Table 2).
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Table 2. Fees and charges applied by Bondora and LendingClub platforms

,Bondora*“ ,LendingClub“
Contract drawing up fee 5.96 percent 1-6 percent
Administrative fee 4 percent/year -
Interest rate 5.71-19.92 per cent 6.95-35.89 per cent
Late interest (periodic penalty 14.99 EUR Max. (15 $; 5 per cent)
payments)
The fee of a reminder about the Max. 5, E.U.R.
debt
Additional charges 10 E.U.R./ month

Source: systematized by the authors based on (Bondora, 2019c; Moneycheck, 2019)

4. In case of Bondora, the results obtained from correlation analysis of internal factors (Table 3)
demonstrated: (i) weak relationship between the interest rate and the borrower's language (Xiz), expected
rate of return (Xiz) and credit score (Xis), (ii) moderate relationship between the interest rate and the rating
(Xi1) of the borrower's residence country (Xis) expected loss (Xis), and (iii) a strong relationship between
the default probability (Xis) and the interest rate. The Xig dependency is reversed.

Table 3. Correlation between Bondora interest rate and selected (significant) internal variables
Y Xi Xiz Xi3 Xia Xis Xis Xiz Xis Xio
Expected  Lossin .
rate of case of S;?g
return default

Expected Default

Interest rate Rating Language Gender  Country loss orobability

Comelation 0 48 028 053 070 0.77 0.46 030 -0.34
coefficient

Significance  38.16 23.86 1259  27.68 43.69 52.64 22.70 1410  16.08
Critical value 1.96

Source: developed by the authors

Since the indicators strongly related to the interest rate were computed using different algorithms,
further variables that could affect the total price of the loan are identified. Therefore 20 variables were
selected based on the description for credit pricing published on the website of Bondora (BondoraSupport,
2019) (Appendix 2, Table A3) to be used for correlation analysis.

Factor analysis is performed to systemize the correlating variables. The explained dispersion part of
variables Xes and Xezo is smaller as compared with other variables; therefore, they were eliminated from
further analysis. Kaiser-Meyer-Olkin Measure of Sampling Adequacy value is 0.853 (>0.5), i.e., the
identified factors can explain 85.3% of the dispersion in the variables; Bartlett's Test of Sphercity
materiality level <0.0001 (<0.05); the hypothesis that the variables are unrelated is rejected. Two factors
were distinguished, the eigenvalue of the first is 8.20, and the second is 3.83, jointly account for 92.5 %
of the total dispersion of the variables (after rotation, respectively, 55.78% and 36.73%). The obtained
results are reflected in the Rotated component matrix (Figure 1, panel on the left): the factors of interest
rates of business loans granted at Bondora platform are: (i) economic environment of the states (variables
Xe1, Xez, Xes, Xeo, Xe1o, Xe1s, Xe1s, Xe1o) (positive effect); (ii) Bondora platform performance indicators
that are closely related to risk-free interest rate (Xez, Xe11, Xe12, Xe1s, Xe17) (negative effect).

The variables characterized by a significant correlation with the interest rates of business loans
(Appendix 2, Table A3) are used in regression analysis. Having tested all the possible combinations of the
variables and having regard to statistical characteristics (R?, t statistics, p-value) a model best explaining
the variation of a dependent variable (R2 = 0,47, p-value: < 5.888 x 10-5<0,05,F(18,97) > 3,24) is provided
(Equation 3):
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Y =21.86 — 1.95 x Xe s — 0.024 X Xe,, 3)
where: Y — interest rate for business loans, Xess — 10-year Spain government bond yield, per cent,
Xezo — Finland government debt, min. EUR.
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Figure 1. Rotated component matrixes for Bondora (left) and LendingClub (right)
Source: developed by the authors

The model thus designed demonstrates that: (i) the interest rates set by Bondora were affected by
economic indicators of Finland and Spain, (i) observable fairly strong correlation with a risk-free interest
rate which could be considered as an alternative to the borrowing/lending opportunities analyzed for the
present study.

In case of LendingClub, the results obtained from correlation analysis of internal factors demonstrated
(Table 4): (i) only five variables — credit limit turnover (Xiz), timeliness of the payment of installments (Xis),
the ratio between the total obligations and credit limit (Xis), total unused credits (Xis) and term of the loan
(Xis) — demonstrate a weak relationship with the interest rate, (i) one variable — sub-rating (Xi1) — holds a
very strong relationship with the interest rate. The dependency of Xis and Xis is reverse.

The previously mentioned variables hold only weak relation to the dependent variable; therefore, those
variables cannot be used to perform regression analysis. The platform and the agencies that provide data
to LendingClub about clients and their credit history use specific FICO calculations to determine sub-
ratings and the interest rate. The variables that affect interest rates were identified by selecting total 20
different variables that according to the prospect of LendingClub (LendingClub, 2019b) could be linked to
the interest rate of the platform, and by performing a correlation analysis (Appendix 2, Table A4)

Table 4. Correlation between LendingClub interest rate and selected (significant) internal

variables
Y Xi1 Xi2 Xis Xia Xis Xis
Sub-rating Credit limit Timeliness of Total Total unused Term of the
Interest rate turnover the payment of obligations/ credits loan
installments Credit limit
Correlation 0.99 032 0.23 025 036 025
coefficient
Significance 456.71 22.57 15.85 17.75 26.51 17.38
Critical value 1.96
Source: developed by the authors
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Factor analysis is performed assessing 16 variables to systematize the variables that affect the
dependent variable (i.e., interest rate). The Kaiser-Meyer-Olkin Measure of Sampling Adequacy value is
0.737 (> 0,5); thus, 73.7% of the dispersion can be accounted for by the factors identified. Bartlett's Test
of Sphercity materiality level is <0,0001 (<0,05), therefore the hypothesis that the variables are unrelated
is rejected. Three factors exist the eigenvalue of which is 8.423 (after the rotation account for 49 % of the
full dispersion of the variables), 3.210 (20.85% of the dispersion), and 1,698 (14.761% of the dispersion),
respectively; jointly the factors account for 85% of all the dispersion of the variables. The obtained results
are reflected in the Rotated component matrix (Figure 1, panel on the right): the main factors affecting the
interest rates of the loans granted at the LendingClub platform: (i) economic environment (micro and
macro) (variables Xe1, Xez, Xes, Xes, Xe1s, Xets, Xezo) (positive impact), (ii) indicators of the competitors
(other financial institutions) (variables Xes, Xes, Xes), (iii) performance indicators of the platform (variables
Xe17, Xe19) (negative impact).

The variables characterized by a significant correlation with the interest rates of business loans at
LendingClub (Appendix 2, Table A4) are used in regression analysis. Having tested all the possible
combinations of the variables and having regard to statistical characteristics (R?, t statistics, p-value) a
model best explaining the variation of the dependent variable (R2 = 0,94, p-value: 2.2e-6 <0,05, F(118,23)
> 3,20) is constructed (Equation 4):

Y =195+ 0.0012 x Xe, — 0.012 X Xeg 4)
where: Y —interest rate for business loans, Xes - G.D.P. of the U.S.A., bin. USD, Xes- average housing
sale, th. USD.

The model thus designed demonstrates that: (i) there is a link to a risk-free interest rate; (ii) an
important role is being played by the national macroeconomic environment, and macroeconomic ratios
have much more influence. Thus, it may be concluded that although the two platforms are operating in
different countries, different ratios were selected for the analysis. Still, the factors affecting the price of the
loan and shaping the price determination policy are very similar.

5. Three possible scenarios for the interest rates at the platforms were identified based on the obtained
regression equations, and the total credit price is computed by adjusting the TARCBL calculations
according to the taxation system of each platform. A realistic scenario is compiled based on economic
forecasts, and optimistic and pessimistic scenarios are designed applying opposite values (Table 5).

Based on the taxes paid about Bondora platform (Table 2), the following TARCBL formula is produced
(Equation 5):

TARCBL =P+ (P xixn)+ (P+0.0596) + (P x 0.04 xn) + (10 x m) (5)
where: i — annual interest rate, P — loan amount, n — period (in years), m — period (in months).

Table 5. Assumptions of realistic, optimistic and pessimistic scenarios

Bondora LendingClub
Spain 10-Year  Finland government ~ USA GDP, bin. Average housing
bond yield, % debt, min. EUR USD selling price, th. USD
Realistic scenario 0.81 10620.6 21048.8 377.0
Optimistic scenario 1.71 10261.4 22120.0 395.9
Pessimistic scenario 0.36 10805.4 19996.4 358.2

Source: developed by the authors based on (authors' compilations; Trading Economics, 2019a;
Statista, 2019; Gordcollins, 2019)
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For computing TARCBL, late interest or the fees of a reminder about the debt are disregarded. In Q1
2019, an interest rate of 10-year maturity bonds in Spain was 1.26 %, the public debt of Finland amounted
to EUR 104,431 million, and the average interest rate of the loans issued by Bodora was 35,10 %. The
interest rates for business credits of a platform computed according to individual scenarios and using the
regression equation and the TARCBL to be charged on a customer borrowing EUR 5,000 are presented
in Table 6. Adjusted for the taxes charged by the LendingClub platform, the following TARCBL formula is
compiled (Equation 6):

TARCBL=P+ (P xixn)+ (P Xxf) (6)
where: f— contract drawing up fee, i — annual interest rate, P — loan amount, n — period.

In Q1 2019, the G.D.P. of the U.S.A. was USD 21,048,839 bn, and the average housing sale price
was USD 377,000, the average interest rate applied by LendingClub was 19.67%. For comparison
purposes, the amount sought to be borrowed by a borrower is converted into an equivalent loan of EUR
5,000. The results of the calculations when applying a maximum contract conclusion charge are shown in
Table 6.

The results obtained and presented in Table 6 show that: (i) irrespective of the selected scenario the
total amount paid by the borrower is larger at the Bondora platform; (ii) the TARCBL at the Bondora
platform is on average by 47% larger than at the LendingClub platform; (iii) the total amount of the loan of
EUR 5,000 for five years at Bondora platform increases on average by 62%, and by about 42 % at
LendingClub; (iv) the main factors responsible for the higher final amount are the higher administrative
fees applied by Bondora, and the interest rate higher by 22.23 %.

Table 6. Comparison of Bondora and LendingClub TARCBL

Bondora LendingClub
Average interest rate TARCBL Average interest rate TARCBL
Regression o Eyr 9 Regression o pyp g
equation equation
— o erom Y=19521+0.0012
Reallstic  v=2885058° 4775 1ap0063 8127 0212 2472 905622 3212
scenario : 0.0123*395.85
o Y=19521+0.0012
= *| 0.4
Optimistic R ons 4237 1399937 7462 *19995 — 2053 867633  29.24
scenario : 0.0123*358.15
Applying mintnum interest g3 gi7220 2172 532 600546 863
N Y=1952140.0012
Pessimistic  Y=2885094" 4132 1o0165  s4dd 23206~ 2585 922552 3363
scenario : 0.0123*415.64
Applying mar:'t’:”m interest o) 51  1s237.96 11750 3099 1018924 4071

Source: developed by the authors.

The results thus obtained are best interpreted by comparing them with the outcomes of other platforms
and the traditional financial institutions that provide comprehensive information required for the calculation
of TARCBL. The paper presents the results of calculation and an analysis of the TARCBL ratio of
Lithuanian peer-to-peer lending, also crowdfunding, consumer credit providers, commercial banks, and of
foreign peer-to-peer lending and crowdfunding platforms (Figure 2) assuming the lowest interest rates of
best-rated borrowers.
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Figure 2. Comparison of TARCBL in the Lithuanian financial sector, November 2019, per cent.
Source: developed by the authors on the basis of (Citadelé, 2019; Finbee, 2019; Luminor, 2019; Savy,

2019; S.E.B., 2019; Paskoly..., 2019; Nordecum, 2019; G.F., 2019; Bigbank, 2019; Siauliy..., 2019;
Medicinos ..., 2019; Swedbank, 2019)

A comparison analysis performed in Lithuania revealed that: (i) among the commercial banks the most
expensive loans are provided by Medicinos bank, although the bank declares that loans are provided at
an interest rate of 9 %, the actual TARCBL is 23.81%; (i) the rate offered by the major Scandinavian
banks (Luminor, Swedbank, S.E.B.) is 14-15%, (iii) the price of credits granted by major commercial banks
are on average very similar to the rates levied by crowdfunding platforms (Savy, Finansy bité verslui); (iv)
the peer-to-peer platforms provide loans at a rate lower than the TARCBL of the major commercial banks;
(v) there is an observable intensive competition with Citadelé bank whose TARCBL is slightly lower than
that of the peer-to-peer lending platforms; (vi) the TARCBL of consumer credit providers (BigBank) has
become very close to that applied by crowdfunding platforms.

Furthermore, it may be concluded that: (i) the TARCBL at peer-to-peer lending platforms is significantly
lower not only in Lithuania but also throughout the world (the TARCBL of Finansy bité or Neofinance
differed from LendingClub by about 1%); (ii) the interest rates of crowdfunding platforms are higher both
in Lithuania and abroad (the TARCBL of Lithuanian crowdfunding platforms differs from that of Bondora
by on average 6.4 %). The analysis carried out as part of the study shows the importance of TARCBL, as
this indicator summarizes all the expenses related to the credit.

Conclusions. Over the past decade, the alternative financing market substantially increased not only
in Europe but also globally; moreover, it is projected that the alternative lending market will be rapidly
growing in the future, and the volumes of business funding from alternative sources will be increasing.

The alternative funding platforms compete intensively with traditional financing institutions reducing
interest rates and applying a less conservative system for the assessment of financial performance or
solvency of potential borrowers. The best way to make the right financing decision is to compare the price
or TARCBL of crowdfunding and peer-to-peer crediting facility against traditional financing loans.

The results of the study show that the crowdfunding and peer-to-peer lending platforms rely on ratings
based on the customer's credit risk to determine the borrower's interest rate. The most important internal
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factors of the interest rate for business loans are the customer's credit history, expected losses, expected
rates of return.

Although the two analyzed platforms are operating in different countries, different ratios were selected
for the analysis, the external factors affecting the interest rate of business loan and shaping the price
determination policy are very similar: the most important them are such external factors as the risk-free
interest rate and national macroeconomic environment (G.D.P., government debt).

External factors appeared to have a much greater impact on the interest rate for business loans in
crowdfunding and peer-to-peer lending platforms than internal factors.

Irrespective of the scenario selected, the total amount paid by the borrower (TARCBL) is larger at the
crowdfunding platforms compared to peer-to-peer lending platforms, due to the higher administrative fees
and interest rates. The global comparison allows to state that the TARCBL at peer-to-peer lending
platforms is significantly lower not only in Lithuania but also throughout the world. In contrast, the interest
rates of crowdfunding platforms are higher both in Lithuania and abroad.

The comparison results of the TARCBL ratio of Lithuanian peer-to-peer lending, crowdfunding
platforms, consumer credit providers, commercial banks, and foreign peer-to-peer lending and
crowdfunding platforms revealed that the peer-to-peer platforms provide loans at a rate lower than
the TARCBL of the major commercial banks.

It is important to pay due attention to fees applied by the platforms, as they often significantly increase
the total rate of charge for loans and are not always clearly stated.
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G.K.S.; visualization, G.K.S.; supervision, G.K.S.

Funding: This research received no external funding.

References

Abdou, H.A. & Pointon, J. (2011). Credit scoring, statistical techniques and evaluation criteria: a review of the literature.
Intelligent systems in accounting, finance & management, 18 (2-3), 59-88. [Google Scholar] [CrossRef]

Asecurelife  (2018). Peer-to-peer Lending Sites: Lending Club vs Prosper vs Upstart. Retrieved from
https://www.asecurelife.com/financial-security/lending-club-vs-prosper-vs-upstart/

Astrauskaité, I. (2017, September). Economics of Crowdfunding by What-if Analysis Approach. In Intemnational Conference on
Transformations and Innovations in Management (ICTIM 2017). Atlantis Press. [Google Scholar

Bank of Lithuania (2012). Lietuvos Banko valdybos nutarimas dél bendros vartojimo kredito kainos metinés normos skaiciavimo
taisykliy patvirtinimo, No. 140-72300. Retrieved from https://www.infolex.It/ta/161925

BigBank (2019). Vartojimo paskola. Retrieved from https://www.bigbank.lt/vartojimo-paskola/

Bondora (2019a). Go and grow. Retrieved from https://www.bondora.com/en/goandgrow

Bondora (2019b). Public statistics Retrieved from https://www.bondora.com/en/public-statistics

Bondora (2019c). Fees. Retrieved from https://www.bondora.ee/en/fees/

Bondora Support (2019). Risk Scoring. Retrieved from https:/support.bondora.com/hc/en-us/articles/212798989-Risk-scoring

Bruton, G., Khavul, S., Siegel, D., & Wright, M. (2015). New financial alternatives in seeding entrepreneurship: Microfinance,
crowdfunding, and peer-to-peer innovations. Entrepreneurship: Theory and Practice, 39(1), 9-26. [Google Scholar] [CrossRef]

De Buysere, K., Gajda, O., Kleverlaan, R., Marom, D., & Klaes, M. (2012). A framework for European crowdfunding. [Google
Scholar

Citadelé (2019). Paskolos skai¢iuoklé. Retrieved from https://www.citadele.lt/It/privatiems-klientams/vartojimo-paskola/

Crowdfunding platforms (2019). Top crowdfunding platforms 2019 in Europe detailed comparison. Retrieved from
https://crowdfunding-platforms.com/top-crowdlending-platforms-europe-comparison

Duarte, J., Siegel, S., & Young, L. (2012). Trust and credit: The role of appearance in peer-to-peer lending. The Review of
Financial Studies, 25(8), 2455-2483. [Google Scholar] [CrossRef]

Eesti Pank (2019). Interest rates of loans granted to households by loan type and currency. Retrieved from
http://statistika.eestipank.ee/#/en/p/979/r/1073/922

268 Marketing and Management of Innovations, 2020, Issue 2
http://mmi.fem.sumdu.edu.ua/en


https://scholar.google.com/scholar?cluster=12965462882460848969&hl=ru&as_sdt=0,5
https://doi.org/10.1002/isaf.325
https://www.asecurelife.com/financial-security/lending-club-vs-prosper-vs-upstart/
https://scholar.google.com/scholar?cluster=6517677388543722599&hl=ru&as_sdt=0,5
https://www.infolex.lt/ta/161925
https://www.bigbank.lt/vartojimo-paskola/
https://www.bondora.com/en/goandgrow
https://www.bondora.com/en/public-statistics
https://www.bondora.ee/en/fees/
https://support.bondora.com/hc/en-us/articles/212798989-Risk-scoring
https://scholar.google.com/scholar?cluster=8686465190156160426&hl=ru&as_sdt=0,5
https://doi.org/10.1111/etap.12143
https://scholar.google.com/scholar?cluster=2940144798551855792&hl=ru&as_sdt=0,5
https://scholar.google.com/scholar?cluster=2940144798551855792&hl=ru&as_sdt=0,5
https://www.citadele.lt/lt/privatiems-klientams/vartojimo-paskola/
https://crowdfunding-platforms.com/top-crowdlending-platforms-europe-comparison
https://scholar.google.com/scholar?cluster=12999833706075234876&hl=ru&as_sdt=0,5
https://doi.org/10.1093/rfs/hhs071
http://statistika.eestipank.ee/#/en/p/979/r/1073/922

G., Keliuotytée-Staniuléniené, M., Kukarénaité. Financial Innovation Management: Loan Price in the Crowdfunding and Peer-
To-Peer Lending Platforms

Federal Reserved Bank of New York (2019). Household debt and credit report. Retrieved from
https://www.newyorkfed.org/microeconomics/hhdc.html

Finantsinspektsioon (2019). Annual growth of loan and deposits, and loan-to-deposit ratio as at 31.12.2018. Retrieved from
https://www.fi.ee/en/publications/q4-2018-overview-banking-sector

Finbee (2019). Pasiskolink. Retrieved from https://www.finbee.lt/pasiskolink/

Fintechnews (2017). Europe's Peer-to-Peer Lending Market. Retrieved from http:/fintechnews.ch/crowdlending/europes-peer-
peer-lending-market/11453/

FRED (2019). Statistics. Retrieved from https://fred.stlouisfed.org/categories/32991

Gavurova, B., Dujcak, M., Kovac., V., & Kotaskova, A. (2018). Determinants of successful loan application on peer-to-peer
lending market. Economics and Sociology, 11(1), 85-99. [Google Scholar] [CrossRef

GF (2019). Vartojimo kreditai Retrieved from https://www.gf.It/vartojimo-kreditai

Gordcollins (2019). Housing Market 2019-2020. Retrieved from https:/gordcollins.com/real-estate/us-housing-market-looking-
strong-2016-t0-2020/

Isac, C. (2014). Crowdfunding — An Alternative for Financing a Business. Annals of University of Petrosani, Economics, 14(2),
113-140. [Google Scholar

lyer, R., Khwaja, A. I., Lutmer, E. F., & Shue, K. (2009). Screening in new credit markets. Can individual lenders infer borrower
creditworthiness in peer-to-peer lending? In AFA 2011 Denver meetings paper [Google Scholar] [CrossRef]

Kirby, E., & Worner, S. (2014). Crowdfunding: An infant industry growing fast. I0SCO Research Department. [Google Scholar

Klafft, M. (2009). Online peer-to-peer lending: A lenders’ perspective. In Proceedings of the intemational conference on E-
learning, E-business, enterprise information systems, and E-government, EEE (pp. 371-375). [Google Scholar] [CrossRef]

Law on Consumer Credit of the Republic of Lithuania, 2015, No. 146-6830. Retrieved from http://www.infolex.It/ta/142009?nr=1

LendingClub (2019a). LendingClub Statistics. Retrieved from https://www.lendingclub.com/info/statistics.action

LendingClub (2019b). Prospectus. Retrieved from https://www.lendingclub.com/legal/prospectus

Lenz, R. (2016). Peer-to-peer lending: opportunities and risks. European Joumal of Risk Regulation, 7(4) 688-700. [Google
Scholar] [CrossRef

Liu, H., Qiao, H., Wang, S., & Li, Y. (2019). Platform competition in peer-to-peer lending considering risk control ability. European
Journal of Operation Research, 274(1) 280-290. [Google Scholar] [CrossRef]

Luminor (2019). Vartojimo paskola. Retrieved from https://www.luminor.It/l/privatiems/vartojimo-paskola

Mateescu, A. (2015). Peer-to-Peer lending. Data and Society, 1-23. [Google Scholar

Medicinos bankas (2019). Privatiems, finansavimas, vartojimo paskola. Retrieved from
https://www.medbank.It/It/privatiems/finansavimas/vartojimo-paskola-akcija

Messeni Petruzzelli, A., Natalicchio, A., Panniello, U., & Roma, P. (2019). Understanding the crowdfunding phenomenon and
its implications for sustainability. Technological Forecasting and Social Change, 141(C), 138-148. [Google Scholar] [CrossRef]

Milne, A., & Parboteeah, P. (2016). The business models and economics of peer-to-peer lending. European Credit Research
Institute, No. 17. [Google Scholar] [CrossRef]

Moenninghoff, S. C., & Wieandt, A. (2013). The future of peer-to-peer finance. Schmalenbachs Zeitschrift fiir
betriebswirtschaftliche Forschung, 65(5), 466-487. [Google Scholar] [CrossRef]

Hossain, M., & Oparaocha, G. O. (2017). Crowdfunding: motives, definitions, typology and ethical challenges. Entrepreneurship
Research Journal, 7(2).[Google Scholar] [CrossRef

Moneycheck (2019). LendingClub Review: Peer to Peer Lending and Altemnative Investing Platform. Retrieved from
https://moneycheck.com/lending-club-review/

Motylska-Kuzma, A. (2018). Crowdfunding and Sustainable Development. Sustainability, 10(12), 4650. [Google Scholar
CrossRef

Nehme, M. (2017). The rise of crowd equity funding: where to now? International Journal of Law in Context, 13(3), 253-276.
[Google Scholar] [CrossRef]

Nielsen, K. R. (2018). Crowdfunding through a partial organization lens — The co-dependent organization. European
Management Journal, 36(6), 695-707. [Google Scholar] [CrossRef]

Nordecum (2019). Creitasis kreditas. Retrieved from:
https://www.smspinigai.lt/?gclid=EAlalQobChMIzePgm7y66QIVyKwYCh2YBANKEAAYASAAEQLB8 D BwE

OECD, 2019. Financing SMEs and Enterpreneurs. Retrieved from https:/www.oecd.org/cfe/smes/Policy-Highlights-
Scoreboard2019-Final-opt.pdf

P2PmarketData (2019). Top 50+ Lending and Equity Platforms by Funding Volume. Retrieved from https://p2pmarketdata.com/

Paskoly klubas (2019). Paskolos. Retrieved from https://www.paskoluklubas.|t/paskolos

Ralcheva, A., & Roosenboom, P. (2019). Forecasting success in equity crowdfunding. Small Business Economics, 1-18.
Google Scholar] [CrossRef

Robock, Z. (2014). The Risk of Money Laundering Through Crowdfunding: A Funding Portal‘s Guide to Compliance and Crime
Fighting, Michigan Business & Entrepreneurial Law Review, 4, 113. [Google Scholar

Roma, P., Messeni, P. A., & Perrone, G. (2017). From the crowd to the market: The role of reward-based crowdfunding
performance in attracting professional investors. Research Policy, 46(9), 1606-1628. [Google Scholar] [CrossRef]

Marketing and Management of Innovations, 2020, Issue 2 269
http://mmi.fem.sumdu.edu.ua/en


https://www.newyorkfed.org/microeconomics/hhdc.html
https://www.fi.ee/en/publications/q4-2018-overview-banking-sector
https://www.finbee.lt/pasiskolink/
http://fintechnews.ch/crowdlending/europes-peer-peer-lending-market/11453/
http://fintechnews.ch/crowdlending/europes-peer-peer-lending-market/11453/
https://fred.stlouisfed.org/categories/32991
https://scholar.google.com/scholar?cluster=2844100878193004902&hl=ru&as_sdt=0,5
https://doi.org/10.14254/2071-789X.2018/11-1/6
https://www.gf.lt/vartojimo-kreditai
https://gordcollins.com/real-estate/us-housing-market-looking-strong-2016-to-2020/
https://gordcollins.com/real-estate/us-housing-market-looking-strong-2016-to-2020/
https://scholar.google.com/scholar?cluster=17563319373434200020&hl=en&as_sdt=0,5
https://scholar.google.com/scholar?cluster=11742230737856748251&hl=en&as_sdt=0,5
https://dx.doi.org/10.2139/ssrn.1570115
https://scholar.google.com/scholar?cluster=7910864817472995514&hl=en&as_sdt=0,5
https://scholar.google.com/scholar?cluster=5838512088990436639&hl=en&as_sdt=0,5
https://dx.doi.org/10.2139/ssrn.1352352
http://www.infolex.lt/ta/142009?nr=1
https://www.lendingclub.com/info/statistics.action
https://www.lendingclub.com/legal/prospectus
https://scholar.google.com/scholar?cluster=5762966959332328078&hl=en&as_sdt=0,5
https://scholar.google.com/scholar?cluster=5762966959332328078&hl=en&as_sdt=0,5
https://doi.org/10.1017/S1867299X00010126
https://scholar.google.com/scholar?cluster=2281050610278945693&hl=en&as_sdt=0,5
https://doi.org/10.1016/j.ejor.2018.09.024
https://www.luminor.lt/lt/privatiems/vartojimo-paskola
https://www.luminor.lt/lt/privatiems/vartojimo-paskola
https://scholar.google.com/scholar?cluster=4433060964849515213&hl=en&as_sdt=0,5
https://www.medbank.lt/lt/privatiems/finansavimas/vartojimo-paskola-akcija
https://scholar.google.com/scholar?cluster=12600409615026629225&hl=en&as_sdt=0,5
https://doi.org/10.1016/j.techfore.2018.10.002
https://scholar.google.com/scholar?cluster=3099599746436470144&hl=en&as_sdt=0,5
https://dx.doi.org/10.2139/ssrn.2763682
https://scholar.google.com/scholar?cluster=17960609248575587947&hl=en&as_sdt=0,5
https://doi.org/10.1007/BF03372882
https://scholar.google.com/scholar?cluster=308655385496822581&hl=en&as_sdt=0,5
https://doi.org/10.1515/erj-2015-0045
https://moneycheck.com/lending-club-review/
https://scholar.google.com/scholar?cluster=12982700270058916909&hl=en&as_sdt=0,5
https://doi.org/10.3390/su10124650
https://scholar.google.com/scholar?cluster=5450933489418824472&hl=en&as_sdt=0,5
https://doi.org/10.1017/S1744552317000167
https://scholar.google.com/scholar?cluster=16374486905235832775&hl=en&as_sdt=0,5
https://doi.org/10.1016/j.emj.2018.01.006
https://www.smspinigai.lt/?gclid=EAIaIQobChMIzePgm7y66QIVyKwYCh2YBAnKEAAYASAAEgLB8_D_BwE
https://www.oecd.org/cfe/smes/Policy-Highlights-Scoreboard2019-Final-opt.pdf
https://www.oecd.org/cfe/smes/Policy-Highlights-Scoreboard2019-Final-opt.pdf
https://p2pmarketdata.com/
https://www.paskoluklubas.lt/paskolos
https://scholar.google.com/scholar?cluster=14559290947711534084&hl=en&as_sdt=0,5
https://doi.org/10.1007/s11187-019-00144-x
https://scholar.google.com/scholar?cluster=11764801071395688404&hl=en&as_sdt=0,5
https://scholar.google.com/scholar?cluster=11029762058164105512&hl=en&as_sdt=0,5
http://dx.doi.org/10.1016/j.respol.2017.07.012

G., Keliuotytée-Staniuléniené, M., Kukarénaité. Financial Innovation Management: Loan Price in the Crowdfunding and Peer-
To-Peer Lending Platforms

Ryu, S., & Kim, Y. (2018). Money is not everything: A typology of crowdfunding projects creators. The Journal of Strategic
Information System, 27, 350-368. [Google Scholar] [CrossRef]

Savy (2019). Paskolos skaiiuoklé. Retrieved from
https://gosavy.com/It/?utm_source=google&utm medium=cpc&utm campaign=brand paskolos&gclid=CjwKCAjw8.LnBRAYEiwAG
eUMGhEe2| Hx hwCoxV3QWONHghIxDQH7I9HDEXUwA2IMSgnuQHUH6mhoCH9kQAVD BwE

SEB (2019). Vartojimo kreditai internetu. Retrieved from  https://www.seb.lt/privatiems-klientams/kreditai-ir-
lizingas/kreditai/vartojimo-kreditast#skaiciuokle

Siauliy bankas (2019). SB lizingas, vartojimo kreditas. Retrieved from https://www.sblizingas.lt/vartojimo-kreditas/kredito-
gavimas/

Statista (2019). Forecast of the U.S. Gross Domestic Product (GDP) for fiscal years 2018 to 2029 in billion U.S. dollars).
Retrieved from https://www.statista.com/statistics/216985/forecast-of-us-gross-domestic-product/

Statista (2019a). Alternative finance market size in Europe from 2012 to 2016 (in million euros). Retrieved from
https://www statista.com/statistics/412255/europe-market-size-alternative-finance/

Statista (2019b). Value of alternative finance transactions in Europe (excluding UK) as of 2017, by market segment (in million
euros). Retrieved from https://www.statista.com/statistics/412394/europe-alternative-finance-transaction-value-market-segment/

Statistics Estonia (2019). Average monthly gross wages (salaries). Retrieved from https:/www .stat.ee/stat-average-monthly-
gross-wages-salaries

Stern, C., Makinen, M., & Qian, Z. (2017). FinTechs in China — with a special focus on peer-to-peer lending. Journal of Chinese
Economic and Foreign Trade Studies. [Google Scholar] [CrossRef]

Subacitté, L., & Taujanskaité, K. (2019, April). Tarpusavio skolinimo platformy ir komerciniy banky teikiamy vartojimo kredity
analizé. In 22nd Conference for Young Researchers «Economics and Management». [Google Scholar

Swedbank (2019). Vartojimo paskola. Retrieved from https://www.swedbank.It/private/credit/loans/newSmall?language=LIT

Trading  economics  (2019).  Forecasts, 10-year government bond yields: Spain. Retrieved from
https://tradingeconomics.com/forecast/government-bond-10y

Walthoff-Borm, X., Schwienbacher, A., & Vanacker, T. (2018). Equity crowdfunding: First resort or last resort? Journal of
Business Venturing, 33(4), 513-533. [Google Scholar] [CrossRef]

World Bank (2013). Crowdfunding's Potential for the Developing World. Washinghton: DC 20433 Retrieved from
https://lwww.infodev.org/infodev-files/wb_crowdfundingreport-v12.pdf

Zeng, X., Liu, L., Leung, S., Du, J., Wang, X., & Li, T. (2017). A decision support model for investment on P2P lending
platform. PloS one, 12(9). [Google Scholar] [CrossRef]

Zhang K., & Chen, X. (2017). Herding in a P2P lending market: Rational inference or irrational trust? Electronic Commerce
Research and Applications. [Google Scholar] [CrossRef]

Appendixes.
Table A1. Internal variables for Bondora interest rate correlation analysis
Number Variable Correlation coefficient
Xi1 Rank 0.65
Xiz Language 0.475
Xis Gender 0.274
Xia Country 0.53
Xis Expected loss 0.70
Xie Loss in case of default 0.30
Xiz Expected return 0.457
Xis Probability of default 0.766
Xig Credit score -0.34
Xito The loan amount lent in a primary market -0.13
Xit1 Loan term -0.067
Xirz Education -0.12
Xis Marital status 0.095
Xita Number of dependents -0.10
Xits Employment type -0.029
Xite Income from employment contract -0.008
Xir7 Other income 0.008
Xi1g Total income -0.005
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Continue table A1
Xitg Existing obligations -0.075
Xizo Payable liabilities (per month) 0.032
Xiz1 Refinanced liabilities -0.01
Xia2 DTI 0.013
Xizs Cash -0.02
Xiza Pay day of the loan -0.16
Xias Interest receivable on schedule -0.04
Xias Area of occupation 0.019
Xiar Housing type (own. rented. etc.) -0.011
Xios Number of days delayed 0.20
Xiog Amount of interest delayed 0.193
Xiso Application time (hour) -0.023
Xis1 Application time (weekday) -0.006
Xis2 Age -0.088
Xiss Loan amount -0.041
Xis4 Recovery method 0.27
Xiss Rating method 0.091
Xiss Credit history on Bondora platform 0.014
Xis7 Main payments received -0.038
Xiss Interest recovered -0.16
Xiag Payments written off -0.004
Xiao Interest written off -0.01
Xia1 Outstanding loan -0.02
Xig2 Unpaid interest and late interest 0.244
Xias Loans received. number -0.13
Xiaa Loans received. amount -0.19
Xias Amount of loans repaid -0.05
Xisg Amount of loans repaid in advance -0.08
Xiaz Number of early repayments -0.059
Xiag Beginning of grace period -0.25
Xiag End of grace period -0.26
Xiso Number of payments according to the schedule -0.02
Xis1 Debt collection costs 0.0025
Xis2 Interest and late interest collection costs -0.01
Xis3 Number of days since last payment 0.05
Xisa Manual investment suggestions -0.018

Source: developed by the authors on the basis of (Bondora, 2019b)

Table A2. Internal variables for LendingClub interest rate correlation analysis

Number Variable Correlation coefficient
Xit Sub-ranking 0.99
Xiz Credit limit turnover 0.32
Xis Timeliness of the payment of instalments 0.23
Xig Total obligations/ Credit limit -0.25
Xis Total credits unused -0.36
Xis Loan term 0.25
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Continue table A2
Xiz Loan amount -0.11
Xis Payment amount 0.09
Xig Work experience -0.078
Xito Housing type (own. rented. efc.) 0.062
Xin1 Income -0.10
Xir2 DTI -0.049
Xi1s Existing obligations. number -0.047
Xita Bankruptcies 0.017
Xits Existing obligations. amount -0.041
Xite Total liabilities -0.10
Xir7 Payments from debtors -0.05
Xitg Payments from investors -0.015
Xitg Gross balance in accounts 0.028
Xiao Gross balance in payment accounts 0.34
Xiz1 Balance of credit limit 0.34
Xizz Number of investor views 0.08
Xiz3 Amount of financial transactions -0.04
Xios All payments received -0.23
Xias Maximum amount of credits/credit limits 0.15
Xias Number of transactions in 12 months 0.10
Xizz Number of transactions in 24 months 0.11
Xizg Maximum balance of current account -0.014
Xiag Number of personal finance requests 0.08
Xiso Number of financial transactions -0.04
Xis1 Number of credit requests in 12 months 0.15
Xisz Number of financial transactions in 24 months 0.10
Xis3 Average balance of accounts disponed -0.13
Xisa Reserved fund on bank cards -0.36
Xiss Number of payments in 12 months 0.053
Xiss Accounts payable -0.005
Xis7 Months since the oldest current account opened -0.095
Xisg Months since the oldest credit account opened -0.18
Xisg Months since the oldest mortgage account opened -0.09
Xiao Number of mortgage accounts -0.16
Xia1 Months since the last bank card opened -0.07
Xig2 Months since last request -0.15
Xis3 Number of unpaid transactions 0.09
Xiaa Number of bank cards >75 per cent of limit 0.06
Xiss Number of publicly declared bankruptcies 0.044
Xias Total balance of credits except mortgage loans 0.006
Xig7 Bank card commitments/ credit limits -0.29
Xiag Commitment payments/ credit limits -0.006

272

Source: developed by the authors on the basis of (LendingClub, 2019a)
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Table A3. External variables for Bondora interest rate factor analysis

Number Variable Correlation Significance
coefficient
Xet GDP of Estonia (min. EUR) 0.45 3.13
Xez GDP of Spain (min. EUR) 0.56 4.27
Xes GDP of Finland (min. EUR) 0.49 3.49
Xes Estonia short term interbank offered rate (per cent) -0.29 1.86
Xes Average monthly income in Estonia (EUR) 0.41 2.80
Xes Average return on investment on Bondora platform 0.13 0.81
(per cent)
Xer Long term euro zone bond interest rate -0.54 4.01
Xes CPl in Estonia -0.09 0.55
Xeg Housing price in Finland (2015=100) 0.55 416
Xe1o Housing price in Estonia (2015=100) 0.53 3.90
Xet Bondora coverage ratio -0.47 3.28
Xe12 Number of loans on Bondora platform 0.48 343
Xe1s Interest rate on consumer loans in Estonian banks -0.27 1.73
(per cent)

Xews Loans to households (min. Eur.) 0.33 2.16
Xets PPl in Estonia 0.20 1.29
Xets 10-year Spain government bond yield -0.65 53
Xetr 10-year Finland government bond yield -0.48 3.44
Xe1s ,LendingClub“average interest rate 0.42 2.87
Xetg Spain government debt (min. EUR) 0.54 4.02
Xex Finland government debt (min. EUR) 0.63 5.10

Critical value 2.02

Source: developed by the authors on the basis of (OECD, 2019; FRED, 2019; Statistics Estonia, 2019;
Eesti Pank, 2019; Finants..., 2019)

Table A4. External variables for LendingClub interest rate factor analysis

Number Variable Correlation  Significance
coefficient

Xe1 GDP in USA. bin. (USD) 0.90 13.55

Xez Unemployment (per cent) -0.49 3.76

Xes 10-year USA government bond yield (per cent) -0.56 4.52

Xe4 Average interest rate on bank loans (per cent) -0.03 0.22

Xes Non-mortgage loans from financial institutions (trin. 0.83 9.92
uSD)

Xes Mortgage loans from financial institutions (trln. USD) -0.39 2.78

Xer Federal funds discount rate (per cent) -0.19 1.29

Xes Income — median (USD) 0.54 4.28

Xeg Average housing price (thousands USD) 0.77 7.95

Xe1o Credit limits issued by financial institutions (mlin. -0.63 540
uSD)

Xet Business loans and leases from financial institutions (min. -0.74 741
usD)

Xe12 Consumer loans and leases from financial institutions -0.37 2.62

(min. USD)
Xets Business situation index 0.16 1.06
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Continue table A4
Xes CPI -0.03 0.18
Xets Number of loans on LendingClub platform 0.81 9.12
Xets Amount of delayed loans on LendingClub platform (USD) 0.42 3.07
Xetr Number of loans on LendingClub platform (USD) 0.74 7.33
Xe1s Ratio of total loans to delayed loans on LendingClub -0.39 2.77
platform
Xetg Nominal return on loans on LendingClub platform (per 0.56 4.58
cent)
Xex S&P 500 0.82 9.62
Critical value 2.01

Source: developed by the authors on the basis of (OECD, 2019; FRED, 2019; LendingClub, 2019a;
Federal.... 2019; Trading Economics, 2019)
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®iHaHCOBMIA iHHOBaLiIiHMIA MeHeXKMEHT: BapTiCTb KpeauTy Ha nnatdgopmax kpaydaHauHry Ta KpayaneHaiHry

Y cmammi cucmemamu308aHO apayMeHmu ma KoHmpapaymMeHmu y pamkax Haykosoi duckycii wodo iHHogauiliHux Oxepesn
hiHaHcysaHHs bisHec disnbHocmi. BcmaHosneHo, wo nidnpuememea (0cobnueo mani ma cepedHi) MoXyms obupamu iHHosaujtHi
hiHaHco8i iHCmpyMeHmu, maki sik 83aemHe KkpedumysaHHsi ma kpaydhaHOuH208i niamghopmu, Sk anbmepHamusy mpaduyitiHomy
baHkigcbkoMy  (hiHaHCy8aHHI0. 3a3HayeH, WO BUKOPUCMAHHS anbmepHamueHUX MOXnusocmi chiHaHcysaHHsi nompebye
BU3HAYEHHS1 OCHOBHUX CKladosuX CMasKu NO3UKU ma NpasusibHO ouiHUmu ii 3a2anbHy eapmicme. [onogHa mema daHoi cmammi
nonsizae y suceimneHHi BHympiluHix ma 308HiLUHiX cknadogux 8i0COMKO8OI cmasku 3a kpedumom nidnpuemcmea ma 8uU3Ha4yeHHs
CYKYNHOI pidHOi cmasKu KpedumysaHHs nidnpueMcme Ha iHHogauiliHuX ¢hiHaHcosux nmamebopmax. BuxioHi OaHHi Ons docnioxeHHs
6ynu chopmogaHi Ha 0CHOSI aHanizy Haykosux nybnikauili ma cmamucmuyHUX 0aHUX PUHKY kpayochaHOuHey ma KpayoneHadiHey.
[na eusHayeHHs cknadosux eidcomkogoi cmasku 3a kpedumom Ha docnidxysaHux nmameopmax —3acmocosaHo Memodu
KopensyitiHo-peapeciliHo20 ma hakmopHo20 aHanizig. Y 8ok yepay, aHania cueHapiig sukopucmarull Ans OUiHKU CyKynHOI piyHOT
cmaseku bi3Hec kpedumysaHHs. 3a pesynbmamamu KopensuiliHo-pespeciliHoeo ma hakmopHo20 aHasisie 8CMaHoBNEeHo, Wo
y3aearnbHeHUMU cknadosumu bi3Hec Kpedumy € eKOHOMIYHa cumyauyisi, KOHKypeHmHe cepedosuue ma ocobugocmi nameopmu.
Mpu ybomy aemopu 3a3Hayunu, wo 308HiWHI cknadosi MarMmb CubHIWUL 8nnue Ha eidcomKogy cmasky 3a KpeOumoMm Ha
nnamegopmax kpaydghaHOUHey ma 83aEMHO20 KpedumysaHHs. Y c80I0 Yepay, 3a pesynbmamamu aHasni3y CyKynHoi piyHoi cmasku
3a KpeOUMOM B8CMaHOBIIEHO, WO NIampopMU 83aEMHO20 KpedumysaHHsi ma KpayOhaHOUHay NPONOHYIMb HUXYY CMaeKy,
nopigHsiHO i3 mpaduuiliHumu ¢hiHaHcoBUMU OpeaHi3auismu. binbuwie mozo, cmaeka Ha nnameopmi kpayoghaHOUHay € 8uLo0
NOPIBHSAHO 13 NIamEOPMOK 83aEMHO20 KpeOumysaHHs 4epe3 euwull adminicmpamusHul 36ip ma eidcomkosy cmaeky. 3a
ompumaHumu pesynbmamamu 00CrioKeHHs guceimeHo ocobrugocmi kpaydghayHOUH208020 Ma 83aEMHO20 (hiHAHCY8aHHS, a
makox cknadosi, Siki enfiugaoms Ha 8idcoOmKo8y cmasky ma peasibHy UiHy, SIKy 8nacHUKU nidnpueMCme NOBUHHI 3anmamumu 3a
KopucmysaHHs kpedumHumu kowmamu. [JaHe docrioxeHHs cnpusie nodanbLuum AocniokeHHsM y 2any3i (hiHaHcosuX iHHosauil ma
Moxe 6ymu gukopucmaHe 5K hiHaHCO8UMU nimamgopmamu, mak i nidnpuemcmeamu, SiKi npagHymb 8U3Ha4YUMU ma nopigHsIMu
peasibHy 8apmicmb mpaduyiliHo20 Ma anbmepHamusHo20 (hiHaHCy8aHHSI.

KntoyoBi cnoBa: iHaHCOBI iHHOBALi, anbTepHaTUBHE (hiHaHCYBaHHs, (HiHAHCOBI TexHomorii, BiACOTKOBA
CTaBKa, LliHa No3uKu, CyKynHa piyHa CTaBka KpeauTyBaHHs Bi3Hecy.
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