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Table 1 Lending size and fee rules of online lending platforms
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Fig. 1 Project screening and interest rate formation process

of online lending platforms under posted price
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Fig. 2 Timeline of online lending
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The optimal interest rate and project screening strategy of online
lending platform

CAO Yi-qiu' , WANG Da-zhong® , ZENG Yan'* , ZHANG Xiao-tao’

1. Lingnan (University) College, Sun Yat-sen University, Guangzhou 510275, China;
2. School of Economics, Nanjing University, Nanjing 210093, China;
3. College of Management and Economics, Tianjin University, Tianjin 300072, China

Abstract: This paper studies the optimal interest rate and screening strategy of online lending platform. The
main characteristics of online lending platform are first extracted. Then, a model of online lending interest rate
and project screening is proposed and solved. At last, the effects of some factors, such as fee rate, on optimal
strategy and expected profit of online lending platform are explored through a numerical analysis. Results indi-
cate the following. Firstly, there is negative correlation between optimal lending interest rate and loan manage-
ment rate, and their sum is not higher than the borrower’ s outside interest rate. Secondly, increasing interest
management rate within certain range can not only incentivize online lending platform to intensify project
screening, but also raise the platform’ s expected profit. Thirdly, online lending platform can obtain high ex-
pected profits from loans with large amounts if it strictly screens the loan applicants; otherwise it will suffer the
risk of credit concentration. These conclusions have theoretical and practical implications for the study of inter-
est rates and fee pricing and project screening for financial information intermediaries.

Key words: online lending platform; information intermediary ; interest rate; project screening; optimal strategy
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