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Motivation

Credit conditions for small businesses remain difficult

Source: 2015 Small Business Credit Survey: Report on employer firms. Federal
Reserve Banks of New York, Atlanta, Boston, Cleveland, Philadelphia,
Richmond, St.Louis. March, 2016



Motivation

Banks are the dominant credit source but online lending is
becoming important, especially for smaller size firms

Source: 2015 Small Business Credit Survey: Report on employer firms. Federal Reserve Banks of New
York, Atlanta, Boston, Cleveland, Philadelphia, Richmond, St.Louis. March, 2016
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Toborrow

• Incorporated in September 2013

• Largest crowdlending to businesses platform in Sweden

• By 1st May, 2016: 68 campaigns, 3000 investors

• Overview of campaigns
• Firms borrow on average 605,000 SEK, with 19 months

maturity
• Most firms borrow for investment and business

expansion, choose to amortize, use personal guarantees
other than firm collateral

• Average interest rate 8.8%



Overview of firm profile
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Why borrow from the crowd?

• Alternative source for cheaper credit?

Notes: The new bank loan rates are the average lending rates to all non-financial firms.
Source: Toborrow.se and Financial market statistics Feb 2016 produced by Statistics Sweden on behalf of
Sveriges Riksbank.
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Source: 2015 Small Business Credit Survey: Report on employer firms. Federal Reserve Banks of New
York, Atlanta, Boston, Cleveland, Philadelphia, Richmond, St.Louis. March, 2016
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Why borrow from the crowd?

• Credit rationed by banks?
• Insufficient collateral is the No.1 reason for credit denial

Source: 2015 Small Business Credit Survey: Report on employer firms.
Federal Reserve Banks of New York, Atlanta, Boston, Cleveland,
Philadelphia, Richmond, St.Louis. March, 2016
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credit score, DTI ratio (e.g. Iyer
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Determinants of loan price

InterestRatei = α + Xiβ + εi
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Determinants of loan price

InterestRatei = α + Xiβ + εi

Loan terms and credit info

• Loan size
• Maturity
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Determinants of loan price

InterestRatei = α + Xiβ + εi

• Non-financial information
• Campaign representative profile

• # representatives
• Owner/CEO showing up?
• Female vs male
• With photos?

• Campaign related info
• Raising first time?
• Timing of campaign
• Length of campaign

C
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Conclusion

• Crowdlending is an important alternative financing source
for small businesses

• With high growth rate but lack internal funds and
enough collateral

• Located in regions with higher bankruptcy and criminal
rates

• Price of crowdlending loans to businesses are determined
by firms’ standard financial information



Contribution

To literature
• Crowdfunding: first direct evidence linked to traditional

financial intermediation; lending-based format

• Small business financing: evidence from a new online
market

• Lender choice: private vs. public debts for small
businesses

To policy
• A reference point for regulating crowdfunding market



Policy implication

”...a proportionate potential regulatory approach should
be considered, to both promote the growth of crowdfunding,
as an alternative source of funding, and ensure market
confidence and provide safeguard of the participants.”

– Opinion of the European Banking Authority on lending-based
crowdfunding, EBA, 26 February 2015



Thank you!
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Appendix



Data Source

• Firm registration and financial information: Serrano

• Regional factors at municipal level
• GDP, geographical category, population, Consumption

etc.: Statistics Sweden (SCB) and HUI research
institution

• Criminal rate: Swedish National Council for Crime
Prevention

• Bank branches: Hand-collected
• Bankruptcy rate: Computed from Serrano

• Project campaigns, loan characteristics and bids:
Toborrow



Determinants of loan costs



Crowdlending platforms in Sweden

Toborrow FundedByMe Kameo
Business
model

Debt-based
only

Mainly Reward-
and equity-based

Debt-based
only

Investors Sweden International Sweden

Borrowers Sweden Sweden, Germany Sweden

Registration 17/09/2013 08/11/2011 02/10/2014

Pricing model Discriminatory-
price auction

Platform mandated posted price

# campaignsa 68 3 3

a # campaigns are updated by 1st May, 2016.



Bond market for SMEs in Sweden

Two marketplaces aimed at SMEs:
• Nasdaq OMX First North Bond Market, since 2012
• RänteTorget, launched by AktieTorget in 2013

Issuing costs: bond vs. crowdlending

Example First North Räntetorget Toborrow
2 MSEK loan listing for 3 years 45,000 506,000 80,000

1 MSEK loan listing for 1 year NA 185,000 20,000

0.2 MSEK loan listing for 1 year NA NA 4,000


