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Table 1

Summary Statistics: the Bank Sample
The summary statistics of Panel A refer to all banks that report the interest rates charged on credit lines. Panel B to the
banks that were bidders in a merger. Panel C to the banks that were target in a merger. The number of observations is
the number of bank-years. Size is the bank’s total assets in millions of euros. Employees is the number of employees at
the end of the year. Bad loans is a percentage of total loans. Cost-income ratio is the ratio of overhead to gross income
(in %). Software per employee is the ratio of expenses in software to the number of employees, expressed in thousands
euros.

Variables Obs. Mean Stand. Dev. 5t h pctile Median 95th pctile

Panel A: All Banks

Size 900 10,726.8 16,965.6 481.3 3,709 54,354.1
Employees 896 3,179.9 4,582.5 206 1,137 14,038
Bad loans 893 6.2 6.3 1.9 4.9 15.8
Costs-income ratio 893 34.5 6.1 25.4 33.1 43.2
Software per employee 792 1.3 1.1 0.1 1.1 3.2

Panel B: Bidder Banks in Mergers

Size 107 19,386 23,902 1,193 9,049 75,096
Employees 106 5,325 5,733 365 2,789 18,987
Bad loans 107 6.2 4.7 2.0 5.6 15.1
Cost-income ratio 106 33.6 6.8 25.2 33.2 44.3
Software per employee 91 1.4 1.3 0.4 1.1 3.9

Panel C: Target Banks in Mergers

Size 28 7,254 7,804 144 4,999 26,952
Employees 28 2,270 2,769 67 1,551 10,014
Bad loans 28 9.3 13.4 1.2 4.2 50.0
Cost-income ratio 24 34.0 8.9 23.6 31.9 51.6
Software per employee 23 1.1 0.8 0.1 1.1 3.1



Table 2

Summary Statistics: the Firms Sample
The summary statistics in the table refer to the company sample. Total assets are expressed in million euros.
Employees is the number of employees at year-end. Short term debt is expressed as a proportion of total
debt. The SCORE is the indicator of the risk of the company computed each year by the Centrale dei
Bilanci (higher values indicate riskier companies). Number of lenders is the number of banks from which
the company borrows. Utilized credit is expressed as a proportion of credit granted.

Variable Obs. Mean Stand. Dev. 5thpctile Median 95thpctile

Total Assets 329,622 3.6 119.9 0.04 0.78 8.4
Employees 293,281 73.7 637.9 3 31 224
Leverage 329,611 55.3 30.1 0.1 60.3 96.0
Return on Sales 328,650 9.1 9.9 4.3 8.6 20.4
Short term debt 304,440 70.2 31.9 0.2 81.0 100.0
SCORE 318,645 5.1 1.8 2 5 8
No. of lenders 329,623 4.4 3.3 1 4 11
Utilized credit 319,792 50.2 54.3 0 38.2 138.4



Table 3

Firm Characteristics by Risk Class

The summary statistics refer to the company sample. Companies have been grouped on the basis of the risk indicator computed
each year by the Centrale dei Bilanci (the SCORE: higher values indicate riskier firms). Panel A refers to safe firms
(SCORE=1,2). Panel B refers to solvent firms (SCORE=3,4). Panel C refers to vulnerable firms (SCORE=5,6). Panel D refers
to risky firms (SCORE=7,8,9). Employees is the number of employees at year-end. Average loan rate is the average interest
rate paid by the company on credit lines. Number of lenders is the number of banks from which the company borrows.
Percentage of overdrafts is the proportion of firms with at least one credit line with credit utilized exceeding credit granted.

  Variable Obs. Mean Stand. Dev. 5thpctile Median 95thpctile

Safe firms (SCORE=1,2)
Employees 26,954 80.7 292 5 34 261
Leverage 29,317 19.2 16.8 0.5 15.2 50.7
Average loan rate 23,906 14.3 4.0 10.2 13.2 22.2
No. of lenders 29,317 2.8 2.3 1 2 7
Percentage of overdrafts 29,317 4.2 14.1 0 0 29.8

Solvent firms (SCORE=3,4)

Employees 88,841 85.5 539.5 6 35 254
Leverage 98,047 40.2 21.7 0.3 42.1 73.6
Average loan rate 91,022 14.2 3.4 10.4 13.5 20.4
No. of lenders 98,047 4.1 3 1 3 10
Percentage of overdrafts 98,047 8.3 18.9 0 0 50.2

Vulnerable firms (SCORE=5,6)
Employees 90,115 70.1 650.1 4 31 212
Leverage 101,195 63.3 24.1 0.4 68.8 92.3
Average loan rate 98,595 14.5 3 10.8 14.0 20.0
No. of lenders 101,198 5 3.5 1 4 12
Percentage of overdrafts 101,198 15.7 25.9 0 0 75.2

Risky firms (SCORE=7,8,9)

Employees 78,135 57.0 487.8 2 24 177
Leverage 90,076 74.3 26.7 0.6 81.4 103.8
Average loan rate 88,627 15.1 3 11.1 14.7 20.4
No. of lenders 90,083 4.8 3.4 1 4 11
Percentage of overdrafts 90,083 31.0 33.5 0 20.2 100



Table 4

Merger Activity: Overall Sample

Panel A: Bank-year Observations
Number of banks is the number of bank-year observations in the sample of
banks that report detailed information on the loan rates to individual borrowers
(the reporting banks). Percentage of loan market is the ratio between the loans
of the reporting banks and total banking industry loans. Number of bidders
(targets) is the number of reporting banks that in each year was involved in a
merger as a bidder (target).

Year No. Of
Banks

No. of
bidders

No. Of targets

1988 87 7 0
1989 88 13 0
1990 87 5 1
1991 84 12 4
1992 81 11 4
1993 79 5 2
1994 75 8 0
1995 73 22 4
1996 71 8 3
1997 68 7 2
1998 70 8 1
Total 863 106 21

Panel B: the bank-firm-year observations
A firm is classified as a borrower of a bidder, a target or both for the 5 years following the
merger if the firm was borrowing from the merging bank in the year before the merger. Number
of observations is the number of bank-firm-year observation in our sample.

Year
No. Of

observations
% of firms that
borrow from a

bidder

% of firms that
borrow from a

target

% of firms that
borrow from a
bidder & target

1988 96,353 10.1 0,0 0,0
1989 95,648 25.4 0,0 0,0
1990 105,073 27.7 0.1 0.1
1991 112,088 33.0 1.8 0.9
1992 116,942 39.3 6.0 0.5
1993 122,606 40.1 4.5 0.4
1994 134,037 48.9 3.6 0.3
1995 128,549 69.7 4.2 0.5
1996 116,307 61.9 4.0 1.4
1997 143,844 50.3 3.2 1.3
1998 126,075 53.9 2.0 1.6
Total 1,297,522 43.3 2.8 0.7



Table 5

The Effect of Information on the Slope
of the Interest Rate Curve: Preliminary Evidence

In this table we report the results of estimating equation (1) of the paper replacing the MERG dummy with
two proxies of the quality of the information that banks produce on their borrowers. The first proxy is the
length of the bank-firm relationship (Panel A). The second is the bank’s computer software expenditures
per employee (see Panel B). The dependent variable is the bank-firm-specific interest rate on credit lines.
The equations includes firm-specific fixed effects and time dummies. Standard errors adjusted for
clustering over firm-year are reported in parentheses. The symbol *** indicates a significance level of 1 per
cent or less; ** between 1 and 5 per cent; * between 5 and 10 per cent..

Proxy of the degree of banks’ informedness:

Variables Panel A Panel B

Length of bank-firm
relationship

Software expenses

SCORE .010 * .047 ***
(.006) (.004)

Length of relationship -.019 ** —
(.007)

SCORE*Length of relationship .019 *** —
(.001)

Software expenses — -.077 ***
(.010)

SCORE*software expenses — .024 ***
(.002)

Firm Controls:
Size (log value) -.005 -.010 ***

(.004) (.004)
Return on Sales -.073 -.060

(.048) (.044)
Leverage .170 *** .183 ***

(.021) (.020)
Bank Controls:

Size (log value) .034 *** .036 ***
(.012) (.011)

Cost-Income ratio 2.459 *** 2.653 ***
(.065) (.058)

Market concentration 2.549 *** 2.575 ***
(.284) (.274)

No. of Observations 811,945 965,696
R-Square 61.5 60.6



Table 6

Effect of M&As on Banks’ Information
In Panel A we report the results of estimating equation (2) of the paper. In Panel B we
report the results of estimating equation (2) of the paper using firm- and bank-specific fixed
effects. Standard errors adjusted for clustering over firm-year are reported in parentheses.
The symbol *** indicates a significance level of 1 per cent or less; ** between 1 and 5 per
cent; * between 5 and 10 per cent.

Panel A: Panel B:

Variables Firm fixed effects Bank and firm
fixed effects

SCORE .036 *** .032 ***
(.004) (.004)

MERGE*SCORE .087 *** .088 ***
(.004) (.004)

MERGE -.297 *** -.347 ***
(.021) (.021)

Firm Controls:
Size (log value) -.019 *** -.019 ***

(.004) (.004)
Return on Sales -.003 -.007

(.043) (.042)
Leverage .191 *** .186 ***

(.020) (.020)

Bank Controls:
Size (log value) -.033 *** -.012

(.011) (.048)
Cost-Income ratio 2.962 *** .017

(.053) (.089)

Market Concentration 1.937 *** 1.737 ***
(.271) (.271)

No. of Observations 1,061,785 1,061,785
R-Square 58.4 60.2



Table 7

Effect of Mergers on Information:
Long vs. Short Bank-Firm Relations

In Panel A we report the results of estimating equation (2) of the paper for firm-bank relations with a length less than 5 year,
while in Panel B for relations of 5 years or more. Difference Test is the value of an F-test on the difference between the
coefficients for the short and long relations. Standard errors adjusted for clustering over firm-year are reported in parentheses.
The symbol *** indicates a significance level of 1 per cent or less; ** between 1 and 5 per cent; * between 5 and 10 per cent.

Panel A: Panel B: Panel C:

Variables Short bank-firm relations Long bank-firm relations Difference test
(long vs. short relations)

SCORE 0.035 *** 0.060 *** 0.003 ***
(0.004) (0.007)

MERGE*SCORE 0.067 *** 0.020 *** 0.001  ***
(0.005) (0.006)

MERGE -0.179 *** -0.0294 0.001  ***
(0.029) (0.035)

Firm Controls:
Size (log value) -0.013 *** -0.007 0.450

(0.004) (0.007)
Return on Sales 0.077 -0.189 *** 0.002  ***

(0.051) (0.072)
Leverage 0.171 *** 0.228 *** 0.160

(0.024) (0.034)
Bank Controls:

Size (log value) -.0710 *** 0.069 *** 0.000  ***
(0.014) (0.018)

Cost-Income ratio 3.155 *** 2.543 *** 0.000  ***
(0.067) (0.092)

Market Concentration 2.302 *** 2.417 *** 0.826
(0.381) (0.398)

No. of  Observations 669,877 391,908
R-Square 59.3 63.8



Table 8

Effect of Mergers on Information:
Important vs. Fringe Banks

In Panel A we report the results of estimating equation (2) of the paper for firm-bank relations where the bank account for less
that 15% of the total loan of the firm, while in Panel B for more than 15%. Difference Test is the p-value of an F-test on the
difference between the coefficients for the short and long relations. Standard errors adjusted for clustering over firm-year are
reported in parentheses. The symbol *** indicates a significance level of 1 per cent or less; ** between 1 and 5 per cent; *
between 5 and 10 per cent.

Panel A: Panel B: Panel C:

Variables Less than  15% of
 total loans

More  than  15% of
total loans

P-value for the null:
less = more

SCORE .052 *** .050 *** 0.26
(.005) (.005)

MERGE*SCORE .101 *** .079 *** 0.003 ***
(.005) (.006)

MERGE -.314 *** -.255 *** 0.176
(.030) (.033)

Firm Controls:
Size (log value) -.019 *** -.038 *** 0.045 **

(.005) (.010)
Return on Sales .023 -.106 ** 0.097 *

(.065) (.053)
Leverage .263 *** .123 *** 0.000 ***

(.030) (.026)
Bank Controls:

Size (log value) -.117 *** -.140 *** 0.315
(.015) (.017)

Cost-Income ratio 2.509 *** 2.648 *** 0.211
(.071) (.086)

Market concentration 1.552 *** 1.890 *** 0.488
(.395) (.351)

No. of  Observations 607,285 385,615
R-Square 58.4 70.9



Table 9

Effect of Mergers on Information:
In-Market vs. Out-of-Market Mergers

In Panel A we report the results of estimating equation (2) of the paper for in-market mergers, i.e.
mergers where both the acquiring and acquired parties to a period t merger were already active
lenders in a given province during period t-1. In Panel B we report the results of estimating equation
(2) of the paper for out-of-market mergers, i.e. mergers where only one of the merging parties (the
acquiring or the acquired bank) to a period t merger was already active lender in a given province
during period t-1. In Panel C report the results of estimating equation (2) of the paper for the pooled
sample, letting the coefficient of the MERGE*SCORE variable to differ for in and out of market
mergers (the INMKT coefficient represents the deviation from the out of market one). Standard
errors adjusted for clustering over firm-year are reported in parentheses. The symbol *** indicates a
significance level of 1 per cent or less; ** between 1 and 5 per cent; * between 5 and 10 per cent.

Panel A:
In market mergers

Panel B:
Out of  market

mergers

Variables

SCORE .044 *** .046 ***
(.004) (.004)

MERGE*SCORE .065 *** .119 ***
(.004) (.005)

MERGE -.364 *** -.241 ***
(.025) (.030)

Firm Controls:
Size (log value) -.016 *** -.020 ***

(.004) (.004)
Return on Sales -.036 .070

(.045) (.048)
Leverage .188 *** .212 ***

(.021) (.023)
Bank Controls:

Size (log value) .036 *** .211 ***
(.012) (.014)

Cost-Income ratio 3.008 *** 2.355 ***
(.056) (.059)

Market Concentration 2.071 *** 2.615 ***
(.288) (.368)

No. of  Observations 891,449 815,865

R-Square 59.3 58.1



Table 10

Whence Informational Improvements:
Information Pooling

In Panel A we report the results of estimating equation (3) of the paper. In Panel B we
report the results of estimating equation (3) of the paper using using firm- and bank-
specific fixed effects. Standard errors adjusted for clustering over firm-year are reported
in parentheses. The symbol *** indicates a significance level of 1 per cent or less; **
between 1 and 5 per cent; * between 5 and 10 per cent.

Panel A: Panel B:

Variables Firm fixed effects Bank and firm
fixed effects

SCORE .035 *** .032 ***
(.004) (.004)

BIDDER*SCORE .091 *** .090 ***
(.004) (.004)

TARGET*SCORE .073 *** .086 ***
(.010) (.010)

BIDTAR*SCORE .039 * .055 ***
(.020) (.020)

BIDDER -.294 *** -.343 ***
(.022) (.020)

TARGET -.445 *** -.445 ***
(.059) (.060)

BIDTAR -.306 *** -.416 ***
(.116) (.114)

Firm Controls:
Size (log value) -.018 *** -.019 ***

(.004) (.004)
Return on Sales -.002 -.006

(.043) (.042)
Leverage .192 *** .187 ***

(.020) (.020)
Bank Controls:

Size (log value) -.032 ** .003
(.010) (.048)

 Cost-Income ratio 2.970 *** .013
(.053) (.088)

Market Concentration 1.938 *** 1.747 ***
(.271) (.270)

No. of Observations 1,061,785 1,061,785
R-Square 58.4 60.0



Table 11

Disentangling Improvements in Information Processing
In Panel A we report the results of estimating eq. (2) of the paper by using SCORE(t-1) instead of SCORE
(t) and including RESID(t), defined as the period t residual of a pooled (across banks, firms and years)
AR(1) regression of SCORE on SCORE(t-1). In Panel B we report the results of estimating eq. (3) by using
SCORE(t-1) instead of SCORE (t) and including RESID(t) among the regressors. Standard errors adjusted
for clustering over firm-year are reported in parentheses. The symbol *** indicates a significance level of 1
per cent or less; ** between 1 and 5 per cent; * between 5 and 10 per cent.

Panel A: Panel B:

Variables No distinction between
bidder and target banks

Distinguishing bidders
from targets

SCORE(t-1) 0.099 *** 0.099 ***
(0.005) (0.005

RESID(t) 0.045 *** 0.044 ***
(0.004) (0.004)

MERGE*SCORE (t-1) 0.087 *** —
(0.004)

BIDDER*SCORE (t-1) — 0.092 ***
(0.0043)

TARGET*SCORE (t-1) — 0.059 ***
(0.010)

BIDTAR*SCORE (t-1) — 0.064 ***
(0.021)

MERGE*RESID(t) 0.038 *** —
(0.005)

BIDDER*RESID(t) — 0.041 ***
(0.005)

TARGET*RESID(t) — 0.043 ***
(0.013)

BIDTAR*RESID(t) — -0.033
(0.030)

MERGE -0.345 *** —
(0.022)

BIDDER — -0.344 ***
(0.022

TARGET — -0.455 ***
(0.062

BIDTAR — -0.466 **
(0.119

Firm Controls:
Size (log value) -0.019 *** -0.019 ***

(0.005) (0.005)
Return on Sales -0. 031 *** -0.031

(0.047) (0.047)
Leverage 0.096 *** 0.098 ***

(0.022) (0.021)

Bank Controls:
Size (log value) -0.050 *** -0.041

(0.011) (0.113)
Cost-Income ratio 2.943 *** 2.955 ***

(0.055) (0.055)

Market Concentration 1.846 *** 1.843 ***
(0.288) (0.288)

No. of Observations 973,237 973,237
R-Square 56.6 58.9




