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Using data from Renrendai, one of the largest P2P lending platforms in China,
we investigate how the amount of punctuation used in loan descriptions
influences the funding probability, borrowing rate, and default. The empirical
evidence shows that the amount of punctuation is negatively associated with
the funding probability and borrowing rate. We propose that the usage of
punctuation affects the readability of a loan description and reflects
borrowers’ self-control and cognitive ability.
With the advance of digital technology, online peer-to-peer (P2P) lending has
emerged as an alternative to traditional lending institutions around the world
(Greiner & Wang 2010). Bypassing banks, online P2P lending is a special
type of credit market in which individual lenders make microloans to
individual borrowers without collateral or the intermediation of financial
institutions (Lin et al. 2013). Compared with the traditional credit market,
online P2P lending is easy to access (Mild et al. 2015), provides a new
investment channel, and improves the utilization efficiency of social funds
(Duarte et al. 2012). China has developed the biggest and fastest growing
market for P2P lending. The volume of P2P lending in China was estimated
as high as RMB 225 billion by the end of 2017 (See Note 1).
Yet P2P lending also has disadvantages. There are no financial intermediaries
to investigate the credit-worthiness of the borrowers. Both lenders and
borrowers are anonymous and don’t ever meet each other. The lenders make
their decisions based mainly on the information provided by the borrowers.
The most common form of information disclosure across all P2P lending
platforms, aside from gender, race, appearance, and social capital, are the loan
descriptions written by the borrowers. How this text is written plays a role in
determining whether the loan will be approved.
In Chinese, punctuation marks and symbols fulfill the same functions as in
any other language. They indicate the structure and organization of the written
language, as well as the intonation and pauses to be observed when reading
aloud. Punctuation also shows a writer’s personal characteristics and has a
significant impact on a reader’s understanding of written language. In P2P
lending, the usage of punctuation reflects the borrower’s personality and has
a significant impact on the lender’s judgement of the borrower’s
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trustworthiness.
Using the data obtained from Renrendai, one of the largest P2P lending
platforms in China, we investigate the role of punctuation in bridging the
information gap between borrowers and lenders. Renrendai is one of the
largest peer-to-peer lending platforms in China. Founded in 2010, it now has
over 1 million members in more than 2,000 cities and counties across the
country. The transactions taking place at Renrendai are typical examples of
P2P lending. On the Renrendai lending platform, borrowers can post loan
requests with the required information — the loan title, amount to be
borrowed, interest rate, description of loan usage, and monthly installment.
Renrendai provides verification services with national identification cards,
credit reports, and borrowers’ addresses. It assigns a credit score to each
borrower according to their borrowing or lending history and the amount of
verified information. Renrendai’s profit mainly comes from borrowers’
closing fees and lenders’ servicing fees. To increase the probability of their
requests being granted, borrowers may provide personal information such as
gender, education, income, marriage status, and so on. Since the verification
and credit rating provided by Renrendai are limited, the lenders must
determine how trustworthy the borrowers are from the information disclosed
on the platform. In particular, borrowers are encouraged to say more about the
loan’s purpose and other personal information in a free-form text field called
the “loan description.”
Our study shows that the number of punctuation marks used in the loan
description can predict the funding probability and borrowing rate. All else
being equal, an additional 10 punctuation marks in the text is associated with
a 9.6 percent reduction in the funding possibility. The more punctuation, the
less likely a borrower will receive loan approval.Table 1 presents the logistic
regression results on the relationship between the number of punctuation
marks and the probability of funding success, where a vector of variables,
including the number of words in a loan description (Word), logarithm of the
borrowing amount (lnAmount), interest rate (Rate), and term (Time), as well
as a borrower’s characteristics like credit score (Credit), age (Age), education
(Education), income (Income), marriage status (Marriage), working
experience (Worktime), home ownership (House), and car ownership (Car)
are controlled. Column (1) reports our baseline results while column (2)
calculates the relevant marginal effects. In line with existing researches, loan
requests with lower interest rates, lower requested amounts, and longer-listing
durations are more likely to be funded (Liu et al. 2015; Mild et al. 2015;
Dorfleitner et al. 2016; and Lyer et al. 2016). The coefficient on punctuation
is negatively significant, implying that more punctuation marks are associated
with a lower probability of getting the loan request funded. The marginal
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effect reported in Column (2) indicates that an additional number of ten
punctuation marks is associated with a reduction in the possibility of funding
success of 9.6 percentage points (0.000629*10/0.065). Column (3) shows the
regression results including the square of the number of punctuation marks as
an additional explanatory variable and Column (4) reports the corresponding
marginal effects. The negative coefficient on the square of punctuation
implies that the funding success rate is linearly-related with the number of
punctuation marks as the number of punctuation marks is always positive.
The estimated coefficient on “word” is positive, implying that a longer loan
description increases the funding success rate by disclosing more information
to the investors. To understand the relationship between punctuation and
words, we include the interaction term between the number of punctuation
marks and the number of words; the estimation results are presented in
Column (5). The corresponding marginal effect is shown in Column (6). The
positively significant coefficient on the interaction term suggests that the
length of the loan description can help moderate the negative effects of
punctuation use on the funding success rate. With a larger number of words,
the more detailed contents of the loan description will be disclosed. This helps
to attenuate information asymmetry between lenders and borrowers. All these
results demonstrate that the appropriate usage of punctuation marks indeed
predicts the funding probability in the P2P lending market.
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Table 1: Logit Regression Result on Funding Success Rate and
Borrowing Rate

Note: The dependent variable is the probability of getting a loan funded for
regression (1)-(6) and a borrowing interest rate for regression (7).
*p<0.1,**p<0.05,***p<0.001. The Z statistical values are in parentheses.
Our explanations for these empirical findings are as follows. First, the usage
of punctuation affects the readability of a loan description. Within a given
number of words, excessive usage of punctuation reduces the readability of
the text, thereby impairing investors’ trust in borrowers. Second, loan
descriptions with an excessive amount of punctuation usually bears the
imprint of internet language that is full of slang words. It makes the loan
description informal, reduces the readability of text, and impairs the
perception of the trustworthiness of the applicants (See Note 2). Undoubtedly,
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using informal expression in a formal lending market reduces the lender’s
trust in a borrower.
Too many punctuation marks may also be interpreted as the borrower having
limited self-control or cognitive bias. Self-control affects a person’s
consumption and savings and predicts his behavior (Hirshleifer 2001).
Informal expression in loan descriptions shape the lender’s judgment of the
borrower’s credit-worthiness. Yet some borrowers continue to overuse
punctuation possibly because they are overconfident about their loan requests.
They usually overreact to private information, overestimate their judgment,
and underestimate the risks (Gervais et al. 2011). They also tend to believe
that the interest rate they set is correct, when in fact it deviates from the real
risk. In Chinese P2P lending platforms, the interest rate is fixed by the
borrowers. The investors can only bid on the amount of a loan requested by
the borrower. Column (7) of Table 1 presents the estimation results on the
relationship between the number of punctuation marks and the borrowing rate.
The sign on the punctuation coefficient is -0.0084 and is statistically
significant. This suggests that, all else being equal, the interest rate will fall
by approximately 0.56% (0.0084*10/14.98) when the number of punctuation
marks in the loan description increases by 10.
In conclusion, investors are able to identify credit-worthy borrowers with the
help of the punctuation marks used in the loan description even when hard
facts like credit scores are not available. Our study has important implications
for both the platform operators and participants. To reduce the noise caused
by the excessive use of punctuation, platforms should provide guidance for
borrowers on how to write their loan descriptions in a formal and standard
format.
Note 1: This figure is from https://shuju.wdzj.com/industry-list.html.
Note 2: Here is an example of loan description with overuse of punctuation

本人短期需要资金周转，因刚买了家电和汽车，个人经济有些暂时困难，
望能批复下

(Xiao Chen, Jinan University; Bihong Huang, Asian Development Bank
Institute; Dezhu Ye, Jinan University.)
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