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In a recently released white paper, former Small Business Administration head Karen Mills and former Economic
Council aide Brayden McCarthy call for regulatory action in the small business online lending market. The online lending
market has shown promise in bridging the gap in small business access to credit and includes, among other players,
balance sheet lenders, peer-to-peer platforms, and lender agnostic platforms. The market experienced an initial phase of
rapid growth and proliferation Mills and McCarthy call the “Wild West.” As this phase comes to an end, the market enters
its second phase characterized by increased participation by large lenders and partnerships between conventional and
online lenders. Mills and McCarthy propose a regulatory action plan that strives to address concerns about systemic risk
without chilling market growth and innovation. The plan outlines six specific recommendations covering the following:

— anon-bank charter option (as is being considered by the OCC)
— borrower protections

— third-party vendor management

— fiduciary duties for loan brokers

— disclosure requirements

— creation of National Advisory Board on financial innovation

Law Clerk Madison J. Roberts contributed to this post.
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https://www.hbs.edu/faculty/Publication%20Files/17-042_30393d52-3c61-41cb-a78a-ebbe3e040e55.pdf

If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.
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This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further detalils.
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