
(4)

Low = High    

p-value 

0.328*** *** 0.244*** *** 0.417*** *** 0.001

(0.027) (0.044) (0.028)

Decomposition of γ

0.312*** 0.210*** 0.421*** 0.000

(0.020) (0.020) (0.034)

0.079*** 0.110*** 0.045*** 0.000

(0.006) (0.010) (0.007)

0.054*** 0.073*** 0.034*** 0.000

(0.003) (0.004) (0.003)

0.051*** 0.085*** 0.015*** 0.000

(0.006) (0.010) (0.006)

0.048*** 0.001 0.099*** 0.000

(0.007) (0.008) (0.011)

-0.005 -0.124*** 0.122*** 0.000

(0.005) (0.006) (0.009)

0.085*** 0.065*** 0.106*** 0.226

(0.016) (0.017) (0.028)

0.016 0.034 -0.004 0.557

(0.032) (0.045) (0.044)

0.064*** 0.083*** 0.043*** 0.000

(0.004) (0.005) (0.007)

-0.026*** -0.048*** -0.002 0.000

(0.003) (0.005) (0.005)

-0.016*** -0.028*** -0.003*** 0.000

(0.002) (0.004) (0.001)

-0.015*** -0.028*** -0.002 0.000

(0.002) (0.004) (0.002)

-0.031*** -0.042*** -0.019*** 0.025

(0.005) (0.008) (0.006)

0.040 0.096** -0.020 0.066

(0.032) (0.045) (0.044)

2.5 All Other Non Standard Variables

This table decomposes our estimate of inference presented in Table 3, Column (2) into sources of inference. The 

decomposition is based upon the baseline censored normal specification with the addition of 216 control variables, each 

interacted with seven credit category dummies, such that the coefficient on each control variable is allowed to vary by 

credit category. For the sake of brevity, we only present the estimate of inference parameter, gamma, and its 

decomposition. Column (1) presents the overall combined gamma, while the next two columns, (2)-(3), present the 

combined gamma separately for the lower  credit categories (C, D, E, and HR) and the higher credit categories (AA, A, and 

B). Column (4) presents the p-value from a test of whether the combined gammas for the lower and higher credit categories 

are equal. The top row presents our estimate of gamma. The rows below decompose the gamma in the top row into two 

groups: 1. standard banking variables and 2. nonstandard variables, and further break those down into subgroups 1.1 - 1.6 

and 2.1 - 2.6. Please refer to the Appendix for the full decomposition results. Standard errors are allowed to be clustered by 

borrower (some borrowers apply for more than one loan) and are in parentheses with * significant at 10%; ** significant at 

5%; and *** significant at 1%.

All Listing Content (γ)

1.4 Debt to Income Ratio

1.2 Number of Credit Inquiries, Last 6 

months

2.2 Listing Category

1.5 Amount Requested

2.6 Other (Residual) Inference

1. Standard Banking Variables

1.1 Number of Current Delinquencies

2. Non Standard Variables

2.1 Borrower Maximum Rate

2.3 Member of Group

1.3 Amount Delinquent

1.6 All Other Standard Banking 

Variables

2.4 Group Leader Reward Rate

Table 5: Decomposing Inference
(2) (3)(1)

Gamma Gamma Low Cat 

(1-4)

Gamma High 

Cat (5-7)
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(4)

Low = 

High    

p-value

Standard Banking Variables

No. of Current Delinquencies 0.079 (0.006) *** 0.110 (0.010) *** 0.045 (0.007) *** 0.000

No. of Credit Inquiries, Last 6 Months 0.054 (0.003) *** 0.073 (0.004) *** 0.034 (0.003) *** 0.000

Amount Delinquent 0.051 (0.006) *** 0.085 (0.010) *** 0.015 (0.006) *** 0.000

Debt-to-Income Ratio 0.048 (0.007) *** 0.001 (0.008) 0.099 (0.011) *** 0.000

Amount Requested -0.005 (0.005) -0.124 (0.006) *** 0.122 (0.009) *** 0.000

No. of Delinquencies, Last 7 Years 0.033 (0.004) *** 0.043 (0.006) *** 0.023 (0.005) *** 0.006

No. of Public Records, Last 10 Years 0.023 (0.002) *** 0.018 (0.004) *** 0.028 (0.003) *** 0.056

Total No. of Credit Lines -0.004 (0.005) -0.008 (0.009) 0.001 (0.005) 0.391

Bank Card Utilization Ratio -0.003 (0.011) 0.008 (0.006) -0.015 (0.021) 0.290

No. of Public Records, Last 12 Months 0.000 (0.002) -0.001 (0.002) 0.000 (0.003) 0.896

No. of Current Credit Lines 0.004 (0.008) 0.006 (0.015) 0.002 (0.006) 0.807

No. of Open Credit Lines -0.002 (0.008) -0.001 (0.014) -0.002 (0.006) 0.945

Revolving Credit Balance -0.011 (0.007) -0.025 (0.010) *** 0.005 (0.010) 0.028

Homeownership Dummy 0.024 (0.006) *** 0.011 (0.005) ** 0.039 (0.010) *** 0.013

Credit History Age 0.007 (0.005) 0.010 (0.007) 0.004 (0.007) 0.558

State of Residency (52 Dummies) -0.013 (0.005) *** -0.024 (0.007) *** -0.002 (0.006) 0.024

Employment Status (5 Dummies) 0.002 (0.002) 0.007 (0.004) * -0.004 (0.001) ** 0.009

Length of Current Employment Status -0.003 (0.001) ** -0.005 (0.002) ** -0.001 (0.001) 0.059

Personal Annual Income (7 Dummies) 0.014 (0.005) *** 0.012 (0.006) ** 0.016 (0.009) * 0.711

Borrower Occupation (62 Dummies) 0.011 (0.006) ** 0.011 (0.008) 0.011 (0.007) 0.990

Missing Data (2 Dummies) 0.001 (0.002) 0.003 (0.002) 0.000 (0.003) 0.464

This table shows the decomposition of our estimate of gamma presented in Table III, Column (2). The decomposition results 

are divided into standard banking variables, presented here, and non-standard variables, presented in the next page. The 

decomposition is based upon the baseline censored normal specification with the addition of 216 control variables, each 

interacted with seven credit category dummies, such that the coefficient on each control variable is allowed to vary by credit 

category. All controls except for dummy variables are entered as quadratics. Amount delinquent  and revolving credit balance 

are introduced as logs with dummies for values equal to zero and values less than or equal to 100. Missing Data  consists of 

two dummies equal to one when subsets of the standard banking variables are missing in the data (observations with missing 

standard banking variables account for less than one percent of our sample). For the sake of brevity, we only present the 

estimate of inference parameter, gamma, and its decomposition. Column (1) presents the overall combined gamma, while the 

next two columns, (2)-(3), present the combined gamma separately for the lower credit categories (C, D, E, and HR) and the 

higher credit categories (AA, A, and B). Column (4) presents the p-value from a test of whether the combined gamma for the 

lower and higher credit categories is equal. Standard errors are allowed to be clustered by borrower (some borrowers apply for 

more than one loan) and are in brackets with * significant at 10%; ** significant at 5%; and *** significant at 1%.

Appendix: Decomposing Inference, Part I (Standard Banking Variables)
(1) (2) (3)

Gamma Gamma Low Cat 

(1-4)

Gamma High 

Cat (5-7)
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(4)

Low = 

High    

p-value

Non-Standard Variables

Borrower Maximum Rate

0.064 (0.004)

***

0.083 (0.005)

***

0.043 (0.007)

***

0.000

Listing Category (8 Dummies) -0.026 (0.003) *** -0.048 (0.005) *** -0.002 (0.005) 0.000

Member of Group Dummy -0.016 (0.002) *** -0.028 (0.004) *** -0.003 (0.001) *** 0.000

Group Leader Reward Rate (9 Dummies)

-0.015 (0.002) *** -0.028 (0.004) *** -0.002 (0.002) 0.000

Duration of Loan Listing (4 Dummies)

-0.011 (0.002) *** -0.009 (0.003)

***

-0.012 (0.003) *** 0.447

Bank Draft Annual Fee Dummy 0.000 (0.001) 0.000 (0.001) 0.000 (0.001) 0.924

Borrower Lists City Dummy -0.001 (0.001) -0.001 (0.002) 0.000 (0.000) 0.623

Borrower Provides Image Dummy -0.002 (0.001) ** -0.004 (0.001) *** 0.000 (0.001) 0.044

HTML Character No. 0.000 (0.002) -0.001 (0.002) 0.001 (0.002) 0.542

Text Character No. -0.005 (0.002) *** -0.006 (0.004) -0.005 (0.001) *** 0.808

Average Word Length 0.002 (0.001) 0.004 (0.003) -0.001 (0.001) 0.075

Average Sentence Length -0.003 (0.001) ** -0.007 (0.002) *** 0.002 (0.001) ** 0.001

No. of Numerics -0.003 (0.004) 0.000 (0.003) -0.006 (0.008) 0.510

Percent Misspelled -0.001 (0.001) -0.001 (0.002) 0.000 (0.001) 0.502

No. of Dollar Signs -0.003 (0.004) -0.003 (0.003) -0.003 (0.008) 0.983

Percent of Listing as Signs 0.003 (0.002) ** 0.004 (0.003) 0.002 (0.001) 0.570

No. of Characters in Listing Title -0.001 (0.001) -0.002 (0.001) 0.000 (0.001) 0.292

No. of Friend Endorsements -0.007 (0.002) *** -0.016 (0.003) *** 0.003 (0.003) 0.000

Other Residual Inference 0.040 (0.032) 0.096 (0.045) ** -0.020 (0.044) 0.066

This table shows the decomposition of our estimate of gamma presented in Table III, Column (2). The decomposition results 

are divided into standard banking variables, presented in the previous page, and non-standard variables, presented here. The 

decomposition is based upon the baseline censored normal specification with the addition of 216 control variables, each 

interacted with seven credit category dummies, such that the coefficient on each control variable is allowed to vary by credit 

category. All controls except for dummy variables are entered as quadratics. For the sake of brevity, we only present the 

estimate of inference parameter, gamma, and its decomposition. Column (1) presents the overall combined gamma, while the 

next two columns, (2)-(3), present the combined gamma separately for the lower credit categories (C, D, E, and HR) and the 

higher credit categories (AA, A, and B). Column (4) presents the p-value from a test of whether the combined gamma for the 

lower and higher credit categories is equal. Standard errors are allowed to be clustered by borrower (some borrowers apply for 

more than one loan) and are in brackets with * significant at 10%; ** significant at 5%; and *** significant at 1%.

Appendix: Decomposing Inference, Part II (Non-Standard Variables)
(1) (2) (3)

Gamma Gamma Low Cat 

(1-4)

Gamma High 

Cat (5-7)
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Appendix: Sample Listing
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Appendix: Sample Listing - Continued
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