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Investor Attention and Peer-to-Peer Investment Decision

——Evidence from Renrendai. com

Hongyu Xiang Li Liao Zhengwei Wang
(PBC School of Finance, Tsinghua University)

Abstract This paper conducted an empirical study on how investor attention
affects P2P investment decision, by using data from Renrendai. com, a P2P lending
platform in China. We found that, when investors had lower attention, nominal
interest rate would have stronger effect on investment decision, while other
information would have weaker effect. One possible underlying mechanism is that,
lower attention would make investors focus more on nominal interest rate, while
focus less on other information. The effect of lower attention would thus make
investors ignore more information about borrowers’ risk, which increases information
asymmetry and behavioral bias. By studying P2P market, a more proper context for
exploring the effect of investor attention, we studied on how investor attention
matters in investment decision, and highlighted the importance of attention in P2P

market.
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