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FUND-
RAISING

Two years ago 
when the 25-year 

old Geneva-based entrepreneur Taha 
Bawa decided to start his own com-
pany, he faced the classic hurdle of 
raising funds. “ For every person who 
invests in your project, three oth-
ers turn you down, ” he remembers. 
“ That process takes a huge amount 
of time and energy. ” His problem 
has since been resolved. He found-
ed Goodwall, a start-up that helps 
students get into the university of 
their dreams through a crowdfunding 
platform. Mr. Bawa sought out fund-
ing for his project using the Swiss 
website Investiere.ch, which lets 
ordinary investors finance start-ups 
in exchange for shares in the compa-
nies the students create. “ We raised 
700,000 Swiss francs that way, out 
of a total 2.1 million Swiss francs, ” 
he says. “ Instead of having to pitch 
to 50 different business angels, in 

PEER-TO-PEER 
FINANCE IS FLOURISHING 
OUTSIDE THE BANKING 
SYSTEM

a single go, we had access to small 
investors, each willing to invest 10,000 
to 50,000 Swiss francs. We could 
never have raised that much through 
traditional fund-raising channels. ”

Founded in 2010, Investiere is one of 
a small group of firms specialised in 
equity crowdfunding, like EquityNet, 
OneVest and FundersClub in the Unit-
ed States and Seedrs, Crowdcube and 
SyndicateRoom in the United Kingdom. 
Since it began, the Swiss company 
has completed 34 fund-raising rounds 
which have landed 14 million Swiss 
francs, for an average 400,000 Swiss 
francs per start-up.
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Investing in a start-up, getting a loan, transferring money or 
managing your wealth – these transactions are now (also) taking 
place between individual users. A presentation of peer-to-peer 
finance broken down into four categories.

Peer-to-peer 
transactions now represent $30 
billion worldwide. Leading the pack 
are Prosper and Lending Club in the 
United States and Funding Circle 
and Zopa in the United Kingdom.

“ We act as intermediary between 
lender and borrower, ” says Michael 
Borter, director of the Swiss peer-
to-peer lending platform Cashare.ch. 
“ When someone wants to take out a 
loan on our website, we check their 
financial position, give them a rating 
of A to C and then auction the loan. ” 
The debtor sets the interest rate. 
Rates average between 8% and 12% 
on Cashare on loans worth an aver-
age of 17,000 Swiss francs. “ Loans 
can be used to finance education, a 
dentist bill or furniture purchases, ” 
says Michael Borter. 

Lenders are mainly motivated by 
the high interest rates on these 
platforms. “ With banks introducing 
negative rates, peer-to-peer loans 
offer a good way to put your sav-
ings to work, ” says Vincent Pignon, 
president of the Swiss Crowdfunding 
Association. Peer-to-peer lending 
lets people choose whom they lend 
to. “ We can give meaning to our 
savings by supporting the local econ-
omy or a project we’re passionate 
about, ” he says. Some websites have 
even specialised in “ humanitarian ” 
loans, such as Kiva and Wokai, where 
investors can finance micro-entre-
preneurs in developing countries, or 
student loans, including GreenNote 
and CommonBond.

Even small and medium-sized compa-
nies have begun using these plat-
forms. “ Banks are less and less will-
ing to grant loans to entrepreneurs, 
especially small amounts with low 

returns, ” says Sam Ridler from the UK 
Peer-to-Peer Finance Association. 

But peer-to-peer lending is not all rosy. 
Expert observers criticise the fact that 
the initial concept has been deformed 
to benefit big investors. That is what 
the UBS employee recounted under the 
pseudonym Jonathan McMillan in his 
book, The End of Banking, which looks 
at marketplace lending. The author 
laments that small savers are being 
squeezed out of peer-to-peer finance 
by institutional investors like pension 
funds and hedge funds, which offer 
more attractive interest rates because 

they know that the government will 
bail them out if they go bankrupt.
Ninety percent of Lending Club’s 
investors are institutional. The plat-
form has even signed an agreement 
to offer its loans through Citibank. 
It’s terribly inefficient, the banker 
complains, as intermediaries are 
added to the process instead of 
being eliminated. He believes that 
more intelligent regulation could 
overcome the problem, citing how the 
United Kingdom has adopted a series 
of laws to promote crowd-based fi-
nance among individuals by exempting 
peer-to-peer loans from taxes.
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Despite all of its advantages, 
crowd-based finance presents 
problems of trust and security, 
especially in lending. “ These 
loans are not protected by a 
bank guarantee, ” points out 
Vincent Pignon, president of 
the Swiss Crowdfunding Associ-
ation. “ There is a genuine risk 
for investors. ” In the United 
States, where many people 
use peer-to-peer platforms to 

refinance their debt, 3% to 5% 
of the loans go unpaid. That 
percentage is lower in Europe – 
for example 1% for Cashare and 
0.6% for Zopa – as platforms are 
generally more careful about 
the credit-worthiness of their 
borrowers. Some sites offer 
additional guarantees, like Dar-
winex, which provides insur-
ance that protects investments 
for amounts of up to £50,000. 

RISKY BUSINESS

PEER-TO-PEER 
LENDING

BY JULIE ZAUGG
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MONEY 
TRANSFERS

Participatory 
finance has also invested in pay-
ments. Venmo is a PayPal-owned 
app used to send money for free 
by email. TransferWise lets users 
convert money into a foreign curren-
cy by connecting them with someone 
who wants to make a transaction in 
the opposite direction. The cost is 
limited to 1% of the transfer – and 
even 0.7% for transfers of more than 
$5,000 – averaging eight times less 
than with a bank.

Companies use the peer-to-peer 
platform MarketInvoice to sell their 
unpaid invoices and improve their 
cash flow. Investors collect their 
money when the invoices are paid, 
with interest. 

WEALTH 
MANAGE-
MENT

Wealth man-
agement is a 

very promising area of peer-to-peer 
finance. The New York-based start-up 
Estimize crowd-sources its members’ 
estimates for various share prices. 
These collective forecasts are often 
more accurate than those of banks. 
Wikifolio, Covestor, ZuluTrade and 
eToro are social networks used by 
traders to post their trading strategies 
online to help investors. They then 
receive a percentage of the profits. 

The UK-based Darwinex, founded in 
2012, has pushed the concept even 
further. “ We bring together 10,000 
traders from 35 countries on our 
platform, ” says its CEO Juan Colon. 
“ They’re all competing with each 
other to attract money from investors, 
which encourages the survival of the 
fittest. ” How it works is that users 

invest their money in trader strat-
egies with the best rating, as they 
would buy a share at a good price, 
and Darwinex makes the transaction. 
Traders get 20% of the profits made 
using their brain power. Darwinex 
eventually hopes to combine the best 
strategies into a fund that could be 
sold like an ETF. 
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ransferWise for money 
transfers, Venmo for 
payments and Auxmoney 
for peer-to-peer lending 

are some of the success stories 
from the first wave of collaborative 
finance. These agile peer-to-peer 
(P2P) marketplaces are able to 
respond to surges in demand while 
the cumbersome 20th-century mod-
el sputters along. 

But these start-ups are not struc-
tured and funded using outdated, 
ill-adapted systems. Enter “ block-
chain ”. This more streamlined 
technology that drives bitcoin thus 
eliminates intermediaries from 
social and economic interactions. 

Technically, blockchain is a vast 
network made up of a constellation 
of computer servers. They all 
contribute to forming a decentral-
ised database, in which all transac-
tions are recorded and made readily 
available. With its architecture of 
systemic collaboration, blockchain 
unleashes the true potential of P2P. 
It is the final piece of the puzzle 
that will make the sharing economy 
truly shared. 

Blockchain’s transparency has val-
idated the long-held suspicion that 
the interchange between custom-
ers and banks was one-sided and 
grossly over-compensated. 

Blockchain has driven insurance 
companies and banks to completely 
rethink their approach to service.  
But they too can benefit from this 

promising technology. By removing 
intermediaries, they can cut their 
operating costs and provide faster, 
more secure transactions.

And if they fail to react, banks could 
end up with a carcass of low-margin 
transactions and services, while 
clever start-ups – such as the peer-
to-peer lending service Zopa – score 
the best customers and demolish 
their business model. 

However, by early 2016, more than 
150 banks and brokers were testing 
and integrating blockchain partner-
ships.

For companies operating in finance, 
their biggest risk is doing nothing. 
Because others are moving forward. 
For example TransferWise circum-
vents banks by operating outside 
classic regulatory practice. An 
organisation’s ability to explore  
and learn rapidly is a measure of 
whether it is fit to thrive. Blockchain 
technology and the pervasive shift 
towards an open operating system 
invites them to stop hiding behind 
regulations. So, bankers, it’s time  
to experiment ! 

“ Blockchain is the final 
piece of the puzzle ”

Blockchain, the technology behind 
the virtual currency bitcoin, will usher 
in a new era for the sharing economy. 

Lisa Gansky is an American 
entrepreneur, investor 

and author of the book The 
Mesh : Why the Future of 

Business is Sharing. She is 
also the founder of the do 

tank Instigating+Co, which 
develops solutions for the 

collaborative economy.
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Our online bank allows 
customers to share advice. 
Paolo Buzzi, co-founder and 
CTO, explains all.

Although we are exclusively an 
online bank, we have always 
considered the social aspect to 
be extremely important. From 
the outset, we set up an internet 
forum allowing our customers  
to share their ideas. The launch 
of the Online Wealth Manage-
ment service in 2005 made it 
possible for users to compare 
their risk levels.

Now, we want to go one step 
further. This year, we are  

enabling customers on the 
e-Private Banking platform 
(automated portfolio manage-
ment) to anonymously share 
their investment strategies. 

Taking into account the sug-
gestions of our electronic asset 
manager, each user can person-
alise a number of parameters 
(by giving certain sectors more 
weighting or excluding certain 
securities, for example). 

By sharing their own strategies, 
customers can automatically ac-
cess the strategies of other cus-
tomers who are also taking part 
in this initiative. In other words, 
give and you shall receive.

BY LISA GANSKY


