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Borrowing from an Online Peer-to-Peer Lender
Meaning of Peer-to-Peer lending and Reason for its use
Peer-to-peer (P2P) lending is a better individual debt financing method that used to borrow and lend money without making use of any financial institution as intermediaries. Peer-to-peer lending usually draws out all middlemen from lending and borrowing process, but it’s time-consuming and involves more significant risks than when intermediaries are involved. 
Most individuals might use Peer-to-peer lending since it offers the lowest interest rates and the lenders use fewer operating costs. Others may use it since the interest of the loans remains fixed all through till the loan acquired is fully repaid. The application procedure is relatively fast and straightforward because individuals are not required to travel to the official financial institutions but do it only at their convenient places (Dorfleitner et al., 2016). Lastly, it involves low late fees and no prepayment penalty as compared to other options.
Why Banks Prefer to Lend to “Prime” Borrowers
As depicted in the case study, most of the lenders/banks prefer lending to “prime” borrowers. They do so due to the following reasons;
I. “Prime” borrowers have vast experience in debts.
II. They have access to property assets that they may use as securities for their loans (useful in case of default in payment)
III. They have a better history in prompt loan repayment without lateness or missing any payment
IV. They have no any legal judgments such as the declaration of bankruptcy. The lenders get convinced that they will receive loan repayments from such clients hence prefer this option.

Why Banks Charge Higher Rates to Subprime Borrowers
From the case study, most lenders charge higher interest rates to subprime borrowers. Most of them charge higher interest rates since they need to discourage them from getting massive amounts of loans. They mostly fear that the subprime borrowers may fail to repay the loans promptly. Also, they may charge them higher interest rates to ultimately discourage them from getting loans. They also charge them higher interests since they do not provide appropriate asset securities for use in case of loan default. Most lenders consider that subprime lenders can only repay small loan amounts but not huge ones (Engel, & McCoy, 2016).
Borrower’s Exploitation
In my opinion, higher interest rates for subprime loans exploit borrowers to a greater extent. The higher interest rates do place unfair discrimination in global investment. The prime borrowers due to their advantage of securing loans at lower interest rates, they do exhaust all investment opportunities leaving the subprime borrowers with no stakes. The subprime borrowers are unable to access all daily activities due to lack of low-interest loans.
Sharing Economy
Sharing economy is an economic model which is mostly defined by peer-to-peer tasks of acquisition and provision of access to all products and services facilitated by society based online sites. Sharing economy can affect the economy in that it places unfair completion to other individuals such as those offering rental services and regulated by local authorities (Zervas et al., 2017). Individuals within this economy are more advantaged hence the economy cannot grow at the same rate.
Advantage Taking to Subprime Borrowers
As an economist once commented, lenders and banks should avoid taking action in ways that may be viewed as taking advantage of subprime borrowers (Engel, & McCoy, 2016). On charging them higher interest rates than what charged to prime borrowers, they are precisely taking advantage of them since they always struggle to repay the loans back. They are also taking advantage of the fact that the subprime borrowers have no access to assets to provide as securities.
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