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P2P Lending in China and the Role of
Regulation Technology: Inclusive
Financing or Ponzi Scheme?

CHIA-SHANGJAMES CHU YAN SHEN® XIN ZOU

(Peking University)

Abstract Using daily data of 2 800 P2P lending platforms, we estimate a model for the
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determination of P2P lending rate, and examine how Shanghai Interbank Offered Rate affects
the lending rate. Cross-sectional data for these 2 800 platforms are then used to identify
factors that best predict problem platforms. We then design a warning system to monitor the
normally functioning platforms. We find that platforms are more likely to be problem
platforms, if lending rates deviate far from the normal market range, if the lending rates
fluctuate more, and if the platforms have poorer reputation. Finally. the suggested regulatory
monitoring delivers 88 percent accuracy rate in identifying platform default.
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