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Fig. 1 Operation mode of online peer-topeer lending
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Table 5 Pricing strategies of borrower transaction fee rate
AA A B C D E HR NC BMfee_A-NC BMfee_AA BFRate_Rank
2006 -02 - 05 1% 1% 1% 1% 1% 1% 1% 1% 25 25 1
2007 -02 -12 1% 1% 1% 1% 1% 2% 2% 2% 25 25 2
2008 -01 -04 1% 2% 2% 3% 3% 3% 3% 3% 25 25 3
2008 -09 -24 2% 2% 2% 3% 3% 3% 3% 3% 75 75 8
2009 -04 -28 3% 3% 3% 3% 3% 3% 3% 3% 75 75 9
2009 -06 - 13 3% 3% 3% 3% 3% 3% 3% 3% 50 50 7
2009 -09 -24 | 0.5% | 3% 3% 3% 3% 3% 3% 3% 50 5
2010 -06 -27 | 0.5% | 3% 3% 3% 3% 3% 3% 3% 75 6
2010 -12-19 | 0.5% | 3% 3% 3% 3% 3% 3% 3% 0 4
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Table 6 Pricing strategies of lender transaction fee rate
AA A B C D E HR NC LFRate_Rank
2006 -02 - 05 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 1
2007 -02 -12 0.5% 0.5% 1% 1% 1% 1% 1% 1% 2
2007 - 10 -30 0.5% 1% 1% 1% 1% 1% 1% 1% 3
2008 -04 - 15 1% 1% 1% 1% 1% 1% 1% 1% 4
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Fig. 5 Platform” s pricing strategies and the average transaction fee rates of two-sided users
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Two-sided characteristics of the third-party electronic market: Evidence
from online peer-to-peer lending marketplace

QIU Jia=ian' NIE Fu-giang® TONG Mu’> HU Gen-hua®
1. School of Logistics Chengdu University of Information Technology Chengdu 610041 China;
2. School of Economic Information Engineering Southwestern University of Finance and Economics Chengdu

611130 China

Abstract: Based on the data of an online peer-to-peer lending marketplace Prosper. com the users’ inter
and intra-group externalities and platform’ s pricing strategies in the third-party electronic market are empiri—
cally investigated. The estimated results show that both the users’ network effects and platform” s profits are
influenced by the demand-supply relationships the operation mode of the platform and the users’ trading be—
havior in the market. There are positive inter-group network externalities between the lenders and borrowers
negative intra—group network externalities among the borrowers and positive intra—group network externalities a—
mong the lenders. Borrowers and lenders are both sensitive to the rates of transaction fees set by the platform
and the profit of the platform has quadratic relations with the rates of transaction fees. Because there is less
supply than demand in the marketplace the platform” s profit is mainly affected by the size of the lenders and
the transaction fee rate of the lenders.

Key words: two-sided market; the third-party electronic market; online peer-to-peer lending; network exter—

nality; pricing



