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Abstract: More than five years ago we authored the first comprehensive report 
on what was then a novel concept, so-called person-to-person payments (  OBR 
54). Two Palo Alto startups, X.com and PayPal, along with Bank One, were the 
best-funded efforts attempting to create a new market in electronic payments 
between private parties.  

In a similar pattern, two startups are mounting a PayPal-like assault on an entirely 
different and considerably more profitable banking front, consumer credit. The 
fledgling marketplaces are operated by Silicon Valley-based Prosper that launched 
in February and UK-based Zopa, launched last year. 

In this 36-page, 16-table report, we’ll take a detailed look at how Prosper 
operates, including a walkthrough of the borrowing and lending process. We’ll 
also take a look at the initial results including funded loan rates, credit risks, and 
so on. Detailed opportunities and risks are analyzed and a market forecast 
through 2010 is presented (see the Table of Contents on the next page for 
more details).  

Also reviewed:  

• Zopa’s online loan exchange, the first person-to-person exchange launched in 
mid-2005 

Companies Mentioned: Benchmark Capital, Circle Lending, eBay, Egg, E-Loan, 
Experian, FatWallet.com, IAC/InterActiveCorp, LendingTree, Prosper Marketplace, 
Zopa 

 

 see next page for Table of Contents and Table of Tables 



Table of Contents 
Topic         Page 

Does the eBay model lend itself 
    to consumer credit? .......................... 2 

Prosper: Will it live long? 
   Overview 
    The company ......................................3 
    The product ........................................4 
    How it works .......................................5 
    Groups...............................................7 
    Discussion forums..............................10 
    Anatomy of a successful loan...............11 

   Analysis 
    Current activity .................................12 
    Market forecast .................................16 
    Early lender returns ...........................17 
    Opportunities ....................................18 
    Risks................................................20 
    Conclusions.......................................24 

Zopa: Can the Egg approach be  
    extended to a loan exchange...........33 

Events calendar ..................................36 

 

 

Table of Tables 
Number          Title               Page 
1 Prosper Management 4 
2 Prosper Fees 6 
3 Growth in Prosper Groups 7 
4 Group Size Distribution 8 
5 Group Leader Earnings by Loan Type 9 
6 Bidding Activity on One Popular Loan Listing 11 
7 Growth in Prosper Loan Listing and Funding Activity 12 
8 Distribution of Borrower Credit Grades 13 
9 Average Loan Rate by Credit Grade (funded loans) 13 
10 Loans Originated to Group Members 14 
11 Auction Results Across Random Sample of 25 Loans (funded) 15 
12 Projected U.S. Person-to-Person Loan Originations, 2006 through 2010 16 
13 Rate and Expected Lender Returns by Credit Grade (funded loans) 18 
14 Marketplace Comparison: Prosper vs. Ebay 22 
15 Rate and Loan Limits by State 31 
16 OBR Best of the Web Winners in Online Lending: 1997 to present 35 

 


