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Research on the behavior of Online Peer to Peer Lending Based on
Dynamic Games with Incomplete Information

ZHANG Chenghu, NIU Haoyuan

(School of Economics and Finance, Xi'an Jiaotong University, Xi'an 710061, China)

Abstract: This paper constructs a model of dynamic game with incomplete informationabout the parties of the Online
Peer to Peer Lending under the current market situation. We analyzed the behavior featwes both parties under the conditions of
guaranteed commitment and no guaranteed commitment and found that: guaranteed commitment makes the borrowers with poor
credit tend to borrow and lenders always tend to lend. At the same time the competitive of P2P platform is weakened; If there
is no guaranteed commitment, the platform could strengthen the examination of borrowers’ qualification, increase fees, en-
hance punishment or lower the limits of a single borrow list to exclude those who cheated;In the current market conditions, the
borrowers credibility varies greatly. If the short-term measures is not enough, the market efficiency is lowReputable borrowers
and lenders cannot adequately trading. This paper provides a theoretical basis to the policy development of regulatory and the

trading rules development of P2P platforms.

Keywords : Internet finance; Online Peer to Peer Lending; incomplete information; dynamicgames



