PEER-TO-PEER

LENDING

fishervb.com

INDEX
WHAT IS PEER-TO-PEER ?

3

P2P WORLDWIDE

6

P2P IN BRAZIL

10

HOW P2P IMPACTS THE MARKETPLACE

16

Share this report:

Did someone send you this report?
Make sure you receive it first hand next time!
SIGN ME UP!

WHAT IS

PEER-TO-PEER

PEER-TO-PEER
Peer-to-peer or P2P is a decentralized
communications model where people
can share assets directly with each other
or with companies without the
intermediation of a financial institution.

Shared assets include financial resources,
processing capacity, cars and properties. The
connection between the two ‘peers’ takes
place on safe and organized digital platforms.

P2P LENDING
Also known as collective lending or crowdlending, P2P Lending first appeared in 2005 with the Bristih
platform Zopa. They created the first P2P lending network where lenders provide credit to
borrowers without the intermediation of a financial institution.
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P2P LENDING vs CROWDFUNDING
In the last few years, the terms Crowdfunding and P2P Lending gained a lot of attention from
fintechs worldwide. Although they share the same core concept, they are different in their purpose
and implementation as shown below:
CROWDFUNDING
With a donation: Donation-Based
With a donation that receives some
type of reward : Reward-Based
Individuals or companies
with projects that need
financial support describe
their ideas and needs on a
crowdfunding platform.

Interested parties in the
idea can help out in four
diferente ways,
dependeing on the
platform...

With participation in the idea /
company: Equity-Based
With a loan:
Debt-Based*

P2P LENDING

Individuals or companies
who need credit, register
their needs in the platform

The platform calculates an
interest rate (similar to a fixed
income rate) according to an
automated credit appraisal system

Investors sign up and receive
payments according to a prearranged agreement

*The Debt-Based crowfunding models share many similarities with P2P Lending
as long as they are not based on the company’s performance metrics.

OTHER P2P MARKETPLACE EXAMPLES
P2P Lending is one of many P2P business models. Other applications of the P2P marketplace model
include the more common file sharing as well as:

Insurance

Home Sharing

Car Sharing

Computing

P2P LENDING
WORLDWIDE

PANORAMA
Bellow are some of the key international players in the P2P Lending Market. The American fintech,
Lending Club, tops the list with over US$44 billion loans since its inception in 2007.
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UK - CONSOLIDATION
The first P2P Lending platform, Zopa, was created in 2005 in the UK. Since then, the business model
has grown sginificantly and today, the UK has the largest investment participation in P2P lending per
capita in the world.
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CHINA – RISE AND FALL
In the beginning of the decade, the chinese credit landscape showed great promise to new fintechs,
since small businesses and the lower-middle class had little acccess to credit. In this context, P2P
lending grew significantly: with total credit outstading greater than US$ 200 billion; and close to 10%
of car loans in the country.
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Nevertheless, the marketplace grew in a disorganized and unregulated fashion, allowing for ample
frauds and solvency issues, leaving millions of chinese with unsecured loans and significant capital
losses.
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The Chinese experience provides important lessons for the future of P2P Lending. Rampant
growth without na appropriate regulatory framework to support the operation can jeopardize the
operating model.

P2P LENDING
IN BRAZIL

BRAZIL CONTEXT
The Brazilian credit market has enormous potential, with a total credit outstanding of R$ 2.9 trillion equivalent to 47% of GDP. But the marketplace’s growth between 2012 and 2015 was interrupted by
a long-winded political and economic crisis.
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Although a large marketplace, many people and companies still do not have access to credit lines,
especially small and medium-sized companies who have seen credit become more restricted in recent
years.
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A study by Sebrae showed that businesses point to high rates and lack of collateral as main barriers
for receiving a line of credit.
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Without credit, companies resort to various means of financing, including: deadline negotiation,
overdrafts and informal means such as loan sharks and loans from friends or relatives.
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P2P LENDING IN BRASIL
The high percentage of P2P Lending fintechs focused on business loans (75%), reflects the difficulty
Brazilians have in obtaining business loans.
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VOLUME
The loan volume of P2P platforms in Brazil grew notably in the last few years,
surpassing R$ 200 million.
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REGULATIONS
With the growth of new initiatives related to the provision of credit to individuals and companies,
regulatory agencies have acted and created standards with important structural measures for the
industry’s operation.

Resolution # 4.656/18
Creation of the Direct Credit Society - “Sociedade de Crédito Direto” (SCD) and the Society of Loans between
People - “Sociedade de Empréstimo entre Pessoas” (SEP).
By obtaining a license provided by the Central Bank to become an SEP, P2P Fintechs can operate without an
intermediary (financial institution). To date, no fintech acts as a SEP.

Resolution # 4.657/18
Gives fintechs the ability to acquire trade receivables and perform custody and bookkeeping of credit securities
activities, allowing for a more adequate cost structure.

Decree nº 9.544
Allows for foreign investment of up to 100% of the equity capital in Fintechs that provide credit (SCD and SEP).
This measure corrects the challenges that fintechs (SEP and SCD) face in comparison to other start-ups.

CVM (Brazilian SEC) Regulation 588/17
Regulated crowdfunding operations, allowing companies, with revenues up to R$ 10 million, to make offers
through collective financing without offer registration and SEC issuer. Regulation is strategic for expanding and
improving the quality of these financing models, and primarily essential in the early stages of various companies.

CASE
In a low interest rate environment, investors seek new types of investments to maintain profitability
and to diversify portfolios. For businesses, especially small and medium ones, rates remain high and
credit restrictive.
In addition, we live in an era of accelerated evolution of the Brazilian banking market, with the
emergence of countless Fintechs offering new as well as traditional products with innovative and
disruptive technologies, providing a better user experience, allowing for growth in scale and lower
costs.
Peak Investment came about In this scenario at
the beginning of 2018. A digital lending
platform operating on the P2P Lending model,
connecting companies in need of loans with
investors seeking greater profitability for their
portfolios. This model provides investors the
opportunity to receive monthly yield with
returns above the interest rate and without
administration fee.

“Our mission is to foster entrepreneurship by
offering credit at fair rates and a profitable
investment option for our investors”

- Marcio Berger
Co-founder & CEO Peak Invest

Peak Invest developed its own algorithm for credit analysis, combining the expertise of professionals
with over 20 years in the credit industry, with practices brought from the real economy. The
algorithm is comprehensive combining traditional and innovative tools.
Peak Invest’s operation is integrated with
Banco Topázio through APIs, following the
modern concept of Open Banking. The
structure was set up with the support of law
firm Pinheiro Neto. The formalization follows
the concept of "Bound Active Transaction",
where a certificate of deposit is issued as an
investment security and a bank credit bill as a
credit granting instrument.

“Peak's main pillar is security, both in
formalization and lending, for which we
have the support of Banco Topázio and
Pinheiro Neto, two partners with proven
experience and knowledge in the market.”
- Marcio Berger
Co-founder e CEO Peak Invest

PEAK INVEST IN NUMBERS
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IMPACTS
ON THE TRADICIONAL

BENEFITS

LESS BUROCRACY AND MORE CONVENIENCE
Online environment is not restricted to business hours and
commutes. Technology helps to create a more agile process of
credit analysis.

ACCESS
Greater access to credit lines for small and medium businesses,
that cannot abide by the policies of large financial institutions.

LOWER RATES FOR BORROWER
By removing the intermediary (financial institution) and
occurring 100% online, the rates to borrower tend to be lower.

HIGHER RETURN TO INVESTOR / LENDER
Possibility of portfolio diversification with attractive rates of
return, without service or management fees to the investor.

TRANSPARENCY
"Credit Index" based the platform analysis is available to
investors. In addition, the investor chooses which companies to
lend to.

NEW TRENDS
How Open Banking and ‘Cadastro Positivo’ (database of on-time payers) can impact the P2P Lending
marketplace.

OPEN BANKING
Secure data sharing with user permission, allowing third parties to access data
or move resources with APIs.

SPEED
Process is automated by removing the need to fill out information and to
manually submit documentation.

ACURACY
With access to financial data history, P2P platforms have a clearer view
of the real risk of borrowers, improving the return risk ratio.

INTEGRATION
The integration and interoperability between fintechs and financial
institutions facilitates the adoption of P2P as an investment and credit
option.

CADASTRO POSITIVO
A database that records on-time payments to improve credit rating.

COVERAGE
New database of on time payments law and its automatic inclusion of all
payers means that P2P platforms have more solid information to assess
borrowers credit risk

SO WHAT?

P2P Lending is already a major credit
and investment model in countries
such as the United Kingdom, the
United States and China, there are two

A total of R$ 225 million have already
been loaned nationally, with more
than half this amount - R$ 128 million in 2018 alone. Startup projections and

listed companies, a unicorn and more
than $ 80 billion in loans. In the UK,

expectations of continued growth in
the sector, point to over R$ 1 billion in

almost 1/3 of small business loans are
made through P2P platforms.

P2P lending by 2020.

In Brazil, this business model is still in
its initial phase, but already presents
itself as a viable option for investors
seeking higher returns and borrowers
in need of new (potentially cheaper)
credit lines.

The current environment is favorable
for the development of collective
lending in Brazil. On one hand, interest
rates are getting lower, and investors
accustomed to high returns are
searching for ways to maintain their
profitability. On the other hand,
economic recovery and declining
interest rates drive more people and
companies to apply for credit.

Cadastro Positivo (record of on-time payments), open banking and regulations that
encourage technological advances and cheaper credit should help boost the growth
of P2P Lending in Brazil.

Although a low-risk investment option, that is regulated by the Central Bank and
Brazilian SEC, P2P lending is an unfamiliar credit risk for Brazilian investment
profile, accustomed to low-risk fixed income investments. Thus, P2P lending
platforms must be transparent in regards to risks involved, with clear operational
structures and straightforward communication, so that its model does not come
under attack and can grow successfully.
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