Digital Finance



No balance sheet! How did the loans
Pure software. end up on my books?




Why Does a Pure Matching Engine Keep Drifting Toward Holding the Loans It Matched?

The Creep Mechanism

A P2P lender launches with one promise: match supply and demand, take
a clip of the spread, never touch the credit risk. Over time the same
platform finds itself warehousing loans, issuing asset-backed securities, and

Steady origination
quoting capital ratios. The creep is not a failure of vision — it is structural.
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® Investor demand is sporadic; loan origination is steady. Someone has heetfillsime

to bridge the gap between arrival rates.
® |Institutional capital wants uniform exposure; individual retail investors

cannot absorb whole loans. The platform tranches.
® Brand risk is asymmetric — a loan that sits unfunded embarrasses the

platform long before it embarrasses the investor.
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Every bridge becomes a balance-sheet item.

The matching-engine narrative is honest at founding and slowly becomes

incomplete. Each bridging decision is locally rational. The cumulative drift
redefines the firm.

Osterwalder BMC Value Proposition anchor — the promised proposition is matching; the delivered proposition quietly becomes warehousing.



Which Canvas Blocks Redefine Themselves as a Marketplace Drifts into Lending?

The Business Model Canvas Applied

Osterwalder’s Business Model Canvas gives nine blocks. Map a pure .
Creep rewrites

marketplace lender and a balance-sheet lender onto the same canvas. Most
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blocks overlap. Three blocks quietly rewrite themselves as the creep —— —1
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proceeds — and those three carry the whole structural shift. % L | s | [ a—
. Partn Key| Proposi Segments
® Key Resources: at founding, software and a borrower funnel. After ez Chann
creep, a licence, a capital cushion, and a treasury function.
® Revenue Streams: originate-and-distribute fees become net-interest Cost Structure Revenue Streams
income on warehoused loans — a different revenue logic with a — —
different risk profile. -
® Key Activities: matching and servicing become underwriting, funding,

and provisioning. The workstream expands.

What stays stable: Customer Segments (borrowers and investors), Value
Proposition (access to credit), Channels (digital-first).

The insight: every creep event shows up as a quiet rewrite of one of those
three blocks. A founder who tracks only the top line will miss it. A founder
who watches the canvas sees it happen.

Osterwalder BMC anchor — three canvas blocks migrate as creep proceeds; six stay in place. Track the three and you track the drift.



How Does LendingClub Connect Retail Supply with Borrower Demand on a Two-Sided Loan
Exchange?

The LendingClub Platform Pattern
LendingClub (US-founded P2P marketplace) launched as an exchange. o )
Borrowers posted demand; individual investors browsed listings; the Retail Investor Prime Borrower

platform matched, scored, and serviced. The value proposition was - .

disintermediation: the investor earns more than a savings account, the LendingClub Near-Prime
borrower pays less than a credit card, and the platform earns a placement

fee in between.

cross-side effect

® Multi-sided platform: retail investors on one side, individual
borrowers on the other, with the platform as the risk-scoring and { Risk Scoring Engine
record-keeping hub.
® Network effect: more investor money shortens time-to-fund, which
attracts more borrowers, which deepens the investor pool — the
cross-side loop.
® Chicken-and-egg solution: LendingClub opened with borrower
acquisition, then seeded investor capital via personal networks until
the loop self-sustained.
® The result: a platform where neither side interacts with the other
directly, but both see a market that did not exist before.

Platform economics anchor — the platform earns a clip on each match; the creep appears later, when matching alone cannot absorb the arrival-rate

mismatch between sides.



Which Adjacent Products Does Funding Circle Add First, and Which Come Last?

Unbundling = pulling one service out of a historical bundle and offering it
alone; rebundling = stacking adjacent services onto that foothold once

. . Licensed
trust .IS eSt.ath’hEd- . Reporting Partnership |~ Own-Book
Funding Circle’s Rebundling Arc Auction Pass-Through Gov-Guar.
Funding Circle (UK-founded small-business lending platform) launched Dashboard | Whole-Loan |~ Warehouse
narrowly: a marketplace for small-business term loans. Every product S
added since follows an ordering logic — start with products that stay off Pure-Broker Structured Bamnm,sm;t
the balance sheet, finish with products that put the platform at credit risk.

balance-sheet intensity rises

® Early wave (pure-broker): borrower dashboards, investor reporting,
automated loan auctions. No own-book exposure.

® Middle wave (structured): institutional-investor whole-loan
purchases, securitised pass-through vehicles, and partnership channels
with asset managers.

® Late wave (balance-sheet): own-book warehousing,
government-guaranteed lending programmes, and direct origination
against platform capital.

Each wave earns the trust that makes the next one possible, in Clayton

Christensen’s disruptive-innovation arc (entrants start narrow at the

low-margin end, then rebundle adjacent capabilities inward): unbundle,

prove, rebundle. Funding Circle rebundled toward the incumbent balance

sheet it was supposed to route around — the disruption closes on itself.

Christensen anchor — unbundle to enter, then rebundle to defend. Funding Circle’s rebundling axis is not cross-product but balance-sheet intensity: each

wave deepens own-book exposure.



Where in the Lending Value Chain Does Prosper Insert a Matching Layer?

Value chain = the ordered sequence of activities a service passes through. Evans and
Wurster (BCG) argued that when information is cheap, each link can be split off to a

specialist — the chain deconstructs into independent layers. Acquisition — — outsourced
The Lending Value Chain
Evans and Wurster argued information-rich value chains deconstruct. Consumer lending Onboarding / KYC == outsourced
is the textbook case — every link is now contestable. Prosper (US-founded P2P-lending Ui
marketplace) does not attack the whole chain; it inserts a thin matching layer at one nderwriting € == bureau
specific link and lets that link become the product. Matching / Distrib Lods"ﬂ
. el P e . AN =
Acquisition — digital prequalification funnels Saihs l¢ — = outsourced
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® Onboarding / KYC — automated identity and income verification
® Underwriting — algorithmic grading supplemented by bureau pulls Risk Mgmt }(—- - public
® Matching / Distribution — the Prosper wedge: a real-time auction between

graded borrowers and investor bids

Servicing — outsourced payment collection
® Risk Management — charge-off analytics returned as public-facing scorecards

The critical insight: Prosper owns the matching link only. Everything upstream
(acquisition, KYC, underwriting) and everything downstream (servicing, risk) is either
outsourced or commoditised. The firm captures value precisely where it deconstructs
the traditional integrated lender.

Evans—Wourster anchor — the platform owns the one link where information asymmetry used to make intermediation costly, and surrenders the rest to

commodity providers.



Is Mintos's Loan-Originator Aggregator Licence a Durable Moat or a Shrinking Arbitrage?

Regulatory arbitrage = a firm earns profit specifically because it faces a
lighter rulebook than its competitors, not because it is better at the
underlying business. The advantage lasts only as long as the rulebook gap

P

83novation window

does. .
The Mintos Arbitrage Pattern - rl-el;::ir:ce:
Mintos (Latvia-founded pan-European loan-aggregator platform) Mintos

aggregates loan originators from across jurisdictions and offers European .\‘

ers licensed —> Time

retail investors fractional exposure to their books. The regulatory angle is
subtle — no single supervisor previously treated that structure as a single Licensing perimeter
regulated entity. Early investors enjoyed yield; originators enjoyed capital;

Mintos enjoyed a spread.

® Arbitrage source: the cross-jurisdiction aggregator was not cleanly
mapped to any pre-existing investment-services framework.

® Conversion strategy: pursue an investment-brokerage licence early, in
the jurisdiction most likely to become the regional template.

® Compliance moat: being first through the licensing gate means
inheriting the rulebook the late entrants will have to adopt.

® The hourglass: the innovation window is narrow between the moment
regulators notice and the moment the rulebook calcifies.

A moat here = a competitive advantage rivals cannot easily copy. Mintos
illustrates positive-arbitrage conversion: use the window to build licensed
capacity the slower entrants cannot cheaply replicate. Arbitrage as phase

su

Arbitrage-to-moat anchor — the window is wide early, narrow late. Platforms that convert their arbitrage into a licence within the window survive the close.




Why Does Auxmoney Thrive on Thin-File Applicants in Germany but Stall in Dense-Bureau
Markets?

The Auxmoney Context Lesson
Auxmoney (Germany-based consumer-lending platform) built its engine

around applicants the German bureau system underserved — young Deep-Bureau Market
workers, self-employed freelancers, and recent migrants whose files were too o
thin for the classical score. Where the bureau is shallow, the platform’s e A Platform
proprietary data fills the gap. In markets where the bureau is already deep, < o O it euis
the platform has nothing distinctive to add.
® Thin-file context: the platform’s underwriting data meaningfully Thin-File Market
outperforms the public bureau’s default signal.
® Deep-bureau context: the bureau is already predictive; the platform’s latform _1|
marginal data adds little, and pricing collapses into the incumbent fills gap_¢

spread.

® Infrastructure vs. displacement: where the bureau is thin, the
platform builds missing infrastructure. Where the bureau is thick, the
platform has to displace an incumbent.

® Demographic lever: the thin-file cohort must be large enough to pay
the platform’s fixed cost before the bureau catches up.

Fill information vacuum vs. outbid bureau

The lesson: P2P value creation depends on the shape of the credit-data

landscape, not just the appetite for online lending. Filling an information

vacuum is a different game from competing with a well-instrumented

[ grlljtrg]x[t’-e&%endency anchor — the platform’s data advantage is relative to the incumbent bureau, not absolute. Geography of bureaux decides geography

of platforms.



Which Five Tests Separate a Marketplace Lender That Keeps the Promise from One That
Drifts?

The Five-Test Synthesis for Marketplace Lenders

@ Friction test: does the platform remove a real friction — access to credit for the 2 Ps
thin-file cohort, or yield for retail savers? If neither side would have existed in the

old market, the friction is real.

@ Platform test: do cross-side network effects hold? Does more investor capital Creep Platform test Durable
shorten borrower time-to-fund, and does that shortening attract more borrowers?

© Rebundling test: can the platform add adjacent products without activating the Creep Rebundling test Durable
balance-sheet creep, or does every rebundling step deepen own-book exposure?

@ Infrastructure test: is the platform filling a thin-bureau vacuum, or trying to Creep frastructure tes Durable
displace a deep-bureau incumbent? Vacuum-filling wins cheaper than
displacement does. Creep Arbitrage test Durable

© Arbitrage test: is the regulatory window open, closing, or closed? Platforms that

treated arbitrage as a phase survive the close; platforms that treated it as a Pass three or more = platform survives

strategy do not.
Pass three of five and the firm has a chance of staying a platform. Pass fewer and the
creep wins: the platform becomes a balance-sheet lender holding its own marketplace’s

inventory.

Synthesis anchor — marketplace lenders either pass enough of these tests to remain a platform or fail enough of them to become the balance-sheet lender

they were trying not to be.
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“Every arrow drifts south-east. None drifts the other way.”

(c) Joerg Osterrieder



