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Moving strongly 
towards the 

post-pandemic future

WHAT’S NEW AT LDC!

One of the biggest updates at LenDenClub in recent times went live in October when we 
extended our loan services across India.

Pan-India Loan Services

From its presence in 7 states, InstaMoney loan service expanded its footprint to pan-India. 
Borrowers from over 19,000 pin-codes can now apply and get the fastest P2P loans. This will 
help the section of people living in tier 3 cities or below and still not covered by banks when it 
comes to small ticket loans. On the other hand, Investors will be able to diversify more with 
loans from new locations.

Peer to Peer Lending - Story Of A Global 
Revolution

The peer to peer (P2P) lending 
concept dates back to the early 1800s 
in pre-industrial France. There existed 
local non-notarised credit markets 
where people living in close 
neighbourhoods exchanged both 
money in cash and goods in the form 
of deferred payments. This credit was 
utilised for emergency purposes or to 

invest in livestock or agriculture. In those rather dense networks, people exchanged capital 
not only with one another but were also connected to several individuals at a time, which 
helped increase the information flow, facilitate the matching process, and maximise the 
capital allocation.

The story of formal P2P lending started in 2005 when the founders of Zopa saw an 
opportunity to create an all-new experience for people looking for better-value loans and 
investments. This unique model of directly matching credit seekers looking for a low-cost 
loan with investors looking for a higher return gave rise to the first-ever P2P lending 
company in the UK and the world. The following year, Prosper and Lending Club started their 
operations from California. 

There have been massive steps taken by the UK government to encourage P2P lending in 
the last decade. Banks in the UK can refer rejected loans to P2P lending platforms which 
increases their reach to access credit. Funding circle received £100m from the state-owned 
British Business Bank in 2013 to facilitate credit to SMEs. In 2016, UK authorities allowed 
taxpayers to invest up to £20,000 per year and made the interest tax-free.

Gaining popularity
Initially, the growth was slow because 
of the lack of awareness and the 
reserved nature of investors. However, 
it was the 2008 financial crisis which 
proved to be a big turning point when 
investors started looking for 
alternative asset classes. Investors 
looked at the performance of 

unsecured consumer credit such as credit cards and found that even though the gap 
between the interest rate and default rate fell from double digits to single-digit, the spread 
was still positive.

On the other hand, it became difficult for individuals and businesses (especially SMEs) to get 
loans from banks. Banks started cutting back on lending to build up their balance sheets and 
meet the new regulations. This attracted a huge section of under-served borrowers looking 
for quick credit at affordable interest rates.

The P2P lending concept soon reached different parts of the world, PrivateLender.org in 
Canada, Money Auction and Pop Funding in Korea, Trustbuddy AB in Sweden and many 
more platforms being launched. A phenomenon which started in the developed parts of the 
world saw tremendous growth in developing economies. According to the Global Alternative 
Finance Market Benchmarking Report, year-to-year market volume growth between 2017 
and 2018 varied from 102% in Africa to 131% in the Middle East to 173% in Latin America to 
astounding 574% in South East Asia.

With an increase of interest in the P2P lending sector, 
many countries and their respective regulatory 
authorities started license and registration processes 
to improve accountability and facilitate the growth. 
From 2010, regulatory authorities such as Financial 
Conduct Authority in the UK, the U.S. Securities and 
Exchange Commission (SEC) in the U.S., the Ontario 
Securities Commission in Ontario, Canada, the Autorité 

des marchés financiers in France and Reserve Bank of India in India started regulating P2P 
lending institutions.

In India, people depend on family, friends and money lenders for quick credit. A question 
arises, why is this still a practice? The reason is that this huge section of people either get 
rejected due to bad credit history or fail the eligibility when they go to banks. This situation 
coupled with growth in internet penetration gave rise to P2P lending in India. By 2016, there 
were over 30 P2P lending platforms in India.

Reserve Bank of India (RBI) released the guidelines in 2017 to regularise and grow the sector.  
LenDenClub was one of the earliest P2P lending platforms to get the RBI nod as an 
NBFC-P2P. In late 2019, in a significant move, RBI raised the cap imposed on lenders from Rs 
10 lakh to Rs 50 lakh. 

Less operating costs and lower market risk are the main factors driving the growth of the 
global peer-to-peer lending sector. As per the various researchers, the global P2P lending 
market size is expected to cross $500bn by 2027. APAC region is predicted to see the highest 
growth in the future involving developing economies.

P2P Lending in India

The default rate has decreased to 4.16% (as on 30th September 2020) from 
5.85% at the previous quarter-end.

NUMBER UPDATE

LenDenClub serves both borrowers and investors at more than 19,000 
pin-codes.

DO YOU KNOW?

The future of Peer-to-Peer Lending

The post-pandemic effect may be an economic concern in the world. However, increased 
adoption of the internet and improved digital infrastructure are driving the FinTech market 
globally. According to Market Insights, the FinTech market in India was valued at around Rs 
1,920.16 billion in 2019 and is expected to reach around Rs 6,207.41 billion by 2025, expanding 
at a compound annual growth rate (CAGR) of around 22.7% during the 2020-2025 period. 
One of the segments expected to grow at the highest rate is the consumer credit loan 
segment owing to the rapid adoption of consumer credit loans among individuals to provide 
financial flexibility. Thus, also providing a lucrative opportunity for the Indian peer to peer 
lending (P2P) market trends.

However, the global peer to peer 
lending industry has been around for 
longer than many people realise and 
has achieved some key milestones 
that indicate that it is in a growing 
phase and becoming more and more 
accepted into the mainstream. The 
global peer to peer lending market 
size was valued at Rs. 5,040.28 billion 
in 2019 and is projected to reach 
Rs. 41,481.60 billion by 2027, growing at a CAGR of 29.7% from 2020 to 2027. Considering, the 
major factors that drive the growth of the global peer to peer lending market are lesser 
operating cost and lower market risk for the investors and the borrowers.

Starting from a clean state which has enabled these alternative lenders to utilise the most 
recent technology and to develop systems in a way that is agile, quicker to take to market 
and more comfortable to adapt changing market dynamics without having to revisit a 
legacy system architecture. Peer to peer lenders has an advantage over these conventional 
finance companies because they have created their technology from scratch in the last 
decade. And moving towards, the peer to peer lending market growth, this has attributed to 
increasing transparency in lending with technologies such as Blockchain and smart contracts 
being incorporated into lending platforms. Blockchain technology eliminates intermediaries 
from peer to peer lending process. Hence, the adoption of blockchain in peer to peer lending 
will make the entire process transparent and reliable for both investors and borrowers. They 
also utilise cloud-based microservices, which enables the system to be scalable and open to 
continual development and deployment. 

Now it is apparent that social distancing has accelerated customers’ use of online—especially 
mobile—channels to view and manage their finances. A surge in the penetration of 
smartphones and rise in a number of netizens across the globe has witnessed a significant 
increase in the online lending process in recent years, thereby driving the market growth. 
These capabilities will likely become even more relevant and important as a greater number 
of financial transactions are handled through digital channels.

An important outcome of COVID-19 for FinTech may well be the continued acceleration of 
partnerships with financial institutions, which can offer the benefits of capital, distribution 
access, and compliance infrastructure, which is a significant factor contributing toward the 
growth of the market. 

Moreover, an increasing number of peer to peer 
lenders are also incorporating Artificial Learning and 
Machine Learning to enhance underwriting systems 
and detect fraud. Leading to Incorporating blockchain 
and smart contracts also promise to improve the 
security, transparency and speed of the lending 
process across the platform. 

Driving the market growth

Are Digital Loans The Future Of Lending?

Embracing Tech as a Long term strategy

3. 

Moving strongly towards the post-pandemic 
future

India had started seeing de-growth in GDP much before the COVID-19 pandemic hit the 
country, mainly because of two reasons - Demonetisation and implementation of Goods and 
Services Tax (GST). Moreover, the spread of COVID-19 and the subsequent lockdown from  
March 2020 severely impacted the four pillars - Consumption, Manufacturing, Exports and 
Capital flows on which the Indian economy had been growing. There was a considerable fall 
in Private consumption and Investment which are the two biggest engines for growth for the 
Indian economy. During Q1 of 2020, private consumption which was accounting for 59% of 
India’s GDP declined by 27%, while investments by private businesses fell by 47%. The 
COVID-19 pandemic viciously exposed and worsened existing vulnerabilities of the Indian 
economy.

The progressive unlocking helped the majority of the 
sectors and we are seeing a somewhat U or swoosh 
shaped recovery. Economic activity is likely to remain 
on slow growth until a vaccine is available to the 
people and health risk decreases.

The International Monetary Fund (IMF) in their recent 
World Economic Outlook Report has estimated 
India’s Real GDP for the fiscal year 2020 to be at
-10.3%, it is also projected that in the fiscal year 2021 India may strongly grow at a rate of 
8.8%. The Global growth for the year 2020 and 2021 is estimated to be at -4.4% and 5.2% 
respectively. The report shows that India will be regaining its position as the fastest-growing 
economy surpassing China and the United States which have a projected rate of 8.2% and 
3.1% respectively.

The journey to recovery

5 major dynamic shifts taking place in the 
economy

RBI Governor, Shaktikanta Das has reflected on dynamic shifts in five areas that are likely to 
shape the future of the economy:

1. Fortunes shifting in favour of the farm sector.

2. 

3. 

Changing the energy mix in favour of renewables.

Leveraging information and communication technology (ICT) and start-ups to power 
growth.

4. Shifts in supply/value chains, both domestic and global.

5. Infrastructure as the force multiplier of growth.

India’s economy is picking up speed as a revival in demand and business activity has picked 
up as indicated by some high-frequency indicators which have strengthened in September 
2020.

Exports contributed majorly by farm exports, drugs and pharmaceuticals, engineering goods 
and chemicals turned positive with shipments rising 6% in September from the previous year. 
The contraction in imports resulted in a slight decrease in the trade deficit. There was 
continued recovery seen in the Service sector, with the main index rising to 49.8 in September 
from 41.8 in August. However, the number below 50 still suggests contraction. Manufacturing 
activity was at ease, with the purchasing managers index rising to 56.8 which is the highest 
reading since January 2012.

Passenger vehicle sales rose 26.5% in September from the previous year. Demand for loans 
remained slow-moving. Central bank data showed credit grew 5.2% in September from the 
previous year. Liquidity conditions were solid in September, although towards the end there 
were signs of slight easing out of conditions.

Slowly but gradually India is moving in a positive way and the growth story of India still 
remains intact.

India’s economy is picking up pace
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