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The Determinants of Default in the Online P2P
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—— | Abstract

This study analyzes the influencing factors of online P2P loan
defaults in China. The empirical analysis is based on logistic
regression analysis using the data of more than 50,000 loans disclosed
on the PaiPaiDai platform from 2015 to 2017. The influencing factors
were divided into three categories: borrowing characteristics,
borrower characteristics, and credit characteristics. The main
findings are as follows. First, the default rate of online PZP lending
was 4.56%, which is more severe than that of traditional financial
institutions. Second, borrowers with larger borrowing amounts and
higher borrowing interest rates were more likely to default due to
greater financial burdens. Third, among borrowers' characteristics,
gender and education were significant. Male borrowers and borrowers
with lower education were more likely to default. Finally, borrowers'
credit characteristics were found to be a significant variable.
Borrowers with good credit ratings, institutional collateralization, and
no delinquencies were less likely to default. This suggests that
accurate information about borrowers and an appropriate credit
rating system can help mitigate information asymmetry in online P2P
lending transactions and reduce the probability of default.
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