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Section 1: The basics

What is peer-to-peer lending?
Peer-to-peer lending allows investors to earn an income by lending their money to creditworthy people or 
businesses looking to borrow money, via a peer-to-peer platform like Lending Works. By cutting out the bank  
in the middle, investors benefit from regular capital and interest repayments on their loans, while borrowers 
typically benefit from more competitive loan rates and more flexibility around making overpayments and settling 
their loans early. 

Note: Peer-to-peer lending should not be confused with equity based crowdfunding which involves investing in 
start-up companies and carries a very high degree of risk.

What do peer-to-peer platforms do?
Peer-to-peer lending platforms facilitate the entire process, from finding high quality borrowers to lend to, 
performing credit and ID checks and matching approved borrowers with lenders, to collecting and distributing 
repayments and allowing lenders and borrowers to manage their accounts online. 

What are the criteria for becoming a lender?
At Lending Works, anyone over the age of 18 with a UK bank account, who is registered as a taxpayer in the UK, 
can start lending. The minimum amount that can be lent is £10 and there’s no upper limit.

What exactly happens with my money when I lend it?
When you transfer money into your peer-to-peer account and decide to lend it out, your investment will be split 
and matched with multiple borrowers looking for a loan over the same term. Each loan is typically made up of 
funds taken from many lenders, so you’ll end up with lots of small loans – we call these ‘loan chunks’.

Borrowers make monthly capital and interest payments back to you, which you can either reinvest to maximise 
your returns, or withdraw. 

How long will my money be on loan for?
When you make an offer to lend through the Lending Works platform, you have a choice to invest in loans up to 
3 years in duration, or in loans up to 5 years. When you reinvest your repayments, these repayments will become 
new loans, so this will likely extend the length of your original investment. Generally, you’ll earn a higher return for 
lending on longer-term loans.

Borrowers can make overpayments on their loans or settle early, so you may receive some money back sooner 
than the original term. 
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What returns can I expect from peer-to-peer lending?
The answer really depends on your risk appetite and the platforms you choose to lend with. Generally speaking, 
the higher the advertised level of return, the higher the risks involved. 

Ultimately, peer-to-peer lending is a marketplace between borrowers and investors. As with any marketplace it 
is subject to supply and demand, so rates typically do vary. At Lending Works, investors have historically earned 
around 4.1% p.a. investing in 3-year loans and 5% p.a. investing in 5-year loans. 

To see our current rates, visit lendingworks.co.uk/peer-to-peer-lending or contact our customer service team  
on 020 7096 8512 or cs@lendingworks.co.uk.

How do I maximise my returns?
One of the benefits of peer-to-peer lending is that by reinvesting your repayments regularly, your interest will 
compound i.e. your interest will earn interest too. Lending Works offers a hands-off automated re-investment 
option to help ensure you get the best possible return from your investment.

How do I access my money once it’s invested?
You can withdraw repayments on your loans as they are received each month, free of charge, either manually  
or by using our automated weekly/monthly income option.

If you need to access your money while it’s still on loan, you can make use of our Quick Withdraw facility  
which allows you to sell loan chunks to other investors. There is a fee for using Quick Withdraw of 0.6% of  
the amount withdrawn.

4.1% p.a. 5.0% p.a.
earned by investors 
on 1-3 year loans 

since 2014

earned by investors 
on 4-5 year loans 

since 2014

* *

*Historical returns correct as at 11/10/2017
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As with all forms of investment, it’s important to fully understand the risks involved before investing your money.

Borrower defaults, platform viability and liquidity access are typical concerns of a new investor. We work hard 
to ensure our customers have confidence in investing their money through our platform, and have implemented 
robust measures to tackle each of those concerns.

Risk: Borrower default
Whenever you lend money to people or businesses, there’s always the risk that they won’t be able  
to pay you back. Investing in loans is not the same as putting your money in a savings account.  
Peer-to-peer lending is not covered by the Financial Services Compensation Scheme (FSCS),  
which protects deposits up to £85,000.

Solution: Lending Works Shield
At Lending Works, we manage credit risk in a number of ways, including:

•	  Strict underwriting standards on borrowers – we combine years of industry expertise with 
innovative technology to ensure only the highest quality customers are approved

•	  Diversification – your funds are invested across many different loans (average 130+ loans  
per lender)

At the heart of our lender protection, however, is what we call the Lending Works Shield, which is unique  
to the peer-to-peer lending industry.

•	  Lending Works Shield – investors are covered against borrower defaults or missed payments 
through either our robust provision fund, or our series of unique insurance policies:

Provision	fund – a reserve fund which is maintained to compensate investors for missed 
payments and defaults on their loans

Insurance – covers the most common instances of borrower defaults – sickness, 
unemployment, death, IVAs and debt management plans.

www.lendingworks.co.uk call us: 0207 096 8512

It’s important to note that the Lending Works Shield does not provide a guarantee 
against investment losses. As with any form of investment, your capital is at risk.
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Risk: Platform viability
As a relatively young industry, investors are sometimes concerned over what happens to their 
investment should a platform fail. 

Risk: Liquidity access
Liquidity risk is the risk that you can’t access your money when you’d like. It’s important to remember 
that with peer-to-peer lending you’re making loans which typically have a duration from 12-60 months. 
While you receive monthly repayments of capital and interest, you should invest with the knowledge that 
you may not be able to access your funds quickly if your circumstances change.

Solution: Back-up service agreement
It’s important to note that investors have a direct legal agreement with each borrower, so your loans 
would remain enforceable even if the platform no longer existed. 

Lending Works also has in place a back-up service arrangement with a third-party firm, Link Financial, 
who would step in to manage the loan book and distribute repayments to lenders in the unlikely event 
that Lending Works was no longer around.

Solution: Secondary market
At Lending Works, we provide a secondary market to allow investors to sell loan chunks to other 
investors, if they need to access their money early. However, this relies on there being lenders available 
to take over your loans, so there is always a risk that you may be required to hold your loans to maturity  
i.e. until the borrowers have fully repaid.

www.lendingworks.co.uk call us: 0207 096 8512
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Section 3: How is peer-to-peer lending regulated?
Peer-to-peer lending is regulated by the Financial Conduct Authority (FCA). There is also an industry body that 
looks after the peer-to-peer lending sector, which is the Peer-to-Peer Finance Association (P2PFA).

Financial Conduct Authority (FCA)
The FCA is the main financial regulatory body in the United Kingdom. The FCA regulates financial firms providing 
services to consumers and maintains the integrity of the UK’s financial markets.

Its key objectives are to:

•	 protect	consumers – secure an appropriate degree of protection for consumers

•	 protect	financial	markets – protect and enhance the integrity of the UK financial system

•	 promote	competition – promote effective competition in the interests of consumers

Peer-to-Peer Finance Association (P2PFA)
The P2PFA is the trade body for the peer-to-peer industry. It was established in 2011 to help ensure its members 
maintain the highest standards of conduct and treat their customers fairly. There are currently seven members of 
the P2PFA; Lending Works has been a member since 2014.

Members of the P2PFA are required to operate within a strict set of Rules and Operating Principles, including: 

•	 Minimum	operating	capital	requirements

•	 Appropriate credit	and	affordability	assessments	

•	 Appropriate anti-money	laundering	and anti-fraud measures

•	 Secure and	reliable	IT	systems 

•	 Fair complaints handling

www.lendingworks.co.uk call us: 0207 096 8512
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Section 4: Taxation
Interest earned from peer-to-peer lending is taxable, but whether	or	not	you	need	to	pay	any	tax	depends	on	
your	personal	circumstances,	and	may	be	subject	to	change	in	the	future. 

Taxpayers can earn tax-free income from peer-to-peer if:

1.				total interest falls within their Personal Savings Allowance (see below), or 

2.				interest is earned within an Innovative Finance ISA (IF ISA) (see page 8).

What is the Personal Savings Allowance?
The Personal Savings Allowance (PSA) means basic-rate taxpayers can now earn £1,000 of interest from savings 
accounts and peer-to-peer lending platforms tax-free. This amount drops to £500 for higher-rate taxpayers. 
Additional rate taxpayers are not eligible for the PSA. 

Where your savings income exceeds this threshold, you may be able to pay any tax owed through your PAYE  
tax code, depending on the amount owed. 

If you do need to pay any tax, you’ll need to declare your income to HM Revenue & Customs (HMRC) separately.

£10B 1st	
invested via peer-
to-peer platforms

Lending Works was 
the first major P2P 
platform to launch 

an IF ISA

Over

www.lendingworks.co.uk call us: 0207 096 8512
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We cannot provide you with personal tax advice. If you have any queries about 
taxation, please contact an independent financial or tax advisor.
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Section 5: Innovative Finance ISAs
The Innovative Finance ISA (IF ISA) was launched in April 2016 and generally works on the same basis as 
any other ISA. Investors can invest up to £20,000 (for the tax year 2017/18), and earn tax-free returns on their 
investment. Investors can also transfer an unlimited amount from any ISAs accumulated in previous years, for 
example existing cash ISAs or stocks & shares ISAs.

In February 2017, Lending Works became the first major peer-to-peer platform to offer an IF ISA, after receiving 
full FCA authorisation and ISA manager approval from HMRC.

How do I qualify for an IF ISA?
Generally, all individuals in the UK are entitled to an annual ISA allowance (currently £20,000), which can be shared 
across all three categories of ISA – cash ISA, stocks & shares ISA and innovative finance ISA. This means you can 
add up to £20,000 each year to your ISAs and earn tax-free returns on the entire balance.

To open a Lending Works ISA, you must be aged 18 or over and resident in the UK (or a Crown servant or their 
spouse or civil partner). 

Are there any restrictions?
The main restriction relates to how much you can invest into an ISA product in each financial year. The £20,000 
limit (for 2017/18) can be invested into any of the three ISA categories (cash ISA, stocks & shares ISA and 
innovative finance ISA) or spread across all three (in any amounts you prefer); provided that:

•	 You do not exceed the annual ISA limit; and

•	  You do not subscribe to more than one cash ISA, more than one stocks & shares ISA or more than one 
innovative finance ISA in the same tax year

There is no limit on transfers made from existing ISAs.

Can I transfer my existing ISA to Lending Works?
If you already have existing cash, stocks & shares, or innovative finance ISAs with other providers, you can easily 
transfer these to Lending Works and there’s no annual limit.

It’s important to note that you must	not make this transfer yourself by withdrawing the funds and sending these  
to us. This could result in the loss of ISA tax benefits on those funds.

Our customer service team will be more than happy to talk you through the process of transferring an existing ISA. 
You can reach them on 020 7096 8512 or by emailing cs@lendingworks.co.uk.

www.lendingworks.co.uk call us: 0207 096 8512
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Section 6: Is peer-to-peer lending right for me?
Choosing the right investment will always depend on your personal circumstances. If you’re in any doubt,  
you should seek the advice of a financial advisor. 

Generally, peer-to-peer lending is suited to people who:

•	  are looking for an investment that offers better returns than a traditional savings account but less volatility 
than investments in stocks & shares

•	 would like to generate a regular additional income, perhaps for retirement

•	  fully understand the risks associated with this type of investing and understand that, as with all forms  
of investment, your capital is at risk

Peer-to-peer lending is generally not suitable for people who:

•	 need instant access to their money

•	 have no other savings or investments

•	 want a guaranteed return or a guarantee that they will not lose any money

To start lending today visit lendingworks.co.uk/peer-to-peer-lending or for more information contact our  
award-winning customer service team on 020 7096 8512.

£3M WINNER
interest earned 

by Lending Works 
customers since 

2014

Over

of best P2P 
platform for savers. 
(Moneywise 2016  

& 2017)

www.lendingworks.co.uk call us: 0207 096 8512
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Remember: Peer-to-peer lending is an investment and does not guarantee a return. As 
with all forms of investment, YOUR CAPITAL IS AT RISK.


