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EEEK. 7 A5

The Risk Prevention on Folk Lending in China
ZHOU Mengliang, JIANG Wenhua
(Economics School, Hunan Agriculture University, Changsha 410128, China)

Abstract: The advantage of financing via folk lending is its proper market position, high efficiency,
short term, smooth information channel and low condition for access and it can have a function of promoting
the development of small and mid-size enterprises. In recent years, the folk lending has been developing
rapidly in China. However, some problems occur and some of them have directly disturbed the financial
order, which is particularly obvious between enterprises. The risks are large —scale capital flows into real
estate industry, a big potential threat; large scale funding can easily result in raising funds illegally; higher
interest rates could lead to debt repayment difficulty of small and medium -sized enterprises.
Countermeasures for preventing the risks of private lending are to unify the private lending in a regulatory
system; discuss classification of legal regulation model, standardize the small and medium-sized enterprise
folk financing, strengthen the public education, resist the illegal fund-raising, establish and improve the early
warning mechanism for private lending risk, guide the folk capital to choose the right investment direction,
and avoid investment risk. Protecting the folk capital market and giving it positive and reasonable guide can
make massive folk money contribute to the development of the real economy in China.

Key words: private lending; high interest rates; illegal fund -raising; folk financing; investment
risk; folk capital
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