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Would you offer a personal loan to a stranger? That’s the concept behind several types 
of peer-to-peer lending, in which borrowers obtain funding through web site connections.

The advantages? Borrowers can potentially receive loans at lower interest rates 
than conventional banking programs. From a lending standpoint, philanthropists 

can make a positive impact on the community and individuals may (emphasizing the may) be 
able to profit from investments. Many times, investors loan money through multiple sites and 
borrowers receive funding from numerous sources.

Among the most well-known sites:
• ZOPA – Launched in 2005, it was the world’s first social finance company. Serving markets in 

Italy, Japan and the United Kingdom, it expanded its business to the United States in late 2007 
as part of a pilot program involving credit unions (including FORUM Credit Union in Indiana) 
as opposed to the strictly peer-to-peer program it operates overseas. Recently, however, it 
announced plans to withdraw from the U.S. market

• Kiva – a non-profit connecting borrowers with low-income entrepreneurs in developing 
countries. According to the organization’s web site, one loan was made every 41 seconds 
during the first week of December

• Lending Club – individuals with a minimum FICO credit score of 660 are eligible to receive 
funding (fixed interest rates begin at 7.88%). Investors receive notes with prospective returns 
ranging from 6.69% to 19.37%. Typical loans are requested for credit card consolidation and 
major events such as weddings

• Virgin Money – facilitates real estate, business, personal and student loans among family and friendsVirgin Money – facilitates real estate, business, personal and student loans among family and friendsVirgin Money
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of the business department.
“This has some interesting aspects to it,” Millard states. “Bank lending – especially as we’ve 

gone to lending on a much more global bank scale where we have lost so many of the 
community banks – to the extent they have ever had a social aspect, they certainly have less of 
one now. The social aspect (of peer-to-peer lending), I think, is part of a trend in philanthropy 
in supporting social causes that has been on the rise across the world for several years now. The 
nice part of this is that it aligns those social values of individuals with finance.”

Leap of faith
Many opponents of social lending point out the risks, namely that borrowers may not 

honor loans.
“There is unquestionably a risk aspect of social lending,” Millard asserts. “You have to weigh 

the risks. What they’re offering is a return on investment that is fairly attractive, 
supports a social cause and makes people feel like they’re doing the right 
thing. You can’t view it on par with a bank making a loan. 

“You just need to go into it with the understanding that it is as risky as 
the stock market. When you are investing with a social intent, you need to 
embrace that if the loan goes bad or you don’t get the return you’re 
expecting, you’ve done this for social reasons and that it is not always geared 
toward getting the highest rate of return you could get in a normal market 
out there. And, of course, this is anything but a normal market.”
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Resources: Kiva at www.kiva.org; Lending Club at www.lendingclub.com

Zopa at www.zopa.com; Virgin Money at www.virginmoneyus.com

David Millard at www.btlaw.com
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