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RELATIONSHIP AND TRANSACTION LENDING IN A CRISIS 
 

by Patrick Bolton*, Xavier Freixas†, Leonardo Gambacorta‡ and Paolo Emilio Mistrulli  
 

Abstract 

We study how relationship lending and transaction lending vary over the business 
cycle. We develop a model in which relationship banks gather information on their 
borrowers, which allows them to provide loans for profitable firms during a crisis. Due to the 
services they provide, operating costs of relationship banks are higher than those of 
transaction banks. In our model, where relationship banks compete with transaction banks, a 
key result is that relationship banks charge a higher intermediation spread in normal times, 
offering continuation-lending at more favourable terms than transaction banks to profitable 
firms in a crisis. Using detailed credit register information for Italian banks before and after 
the Lehman Brothers’ default, we are able to study how both types of bank responded to the 
crisis and we test existing theories of relationship banking. Our empirical analysis confirms 
the basic prediction of the model that relationship banks charged a higher spread before the 
crisis, offered more favourable continuation-lending terms in response to the crisis, and 
suffered fewer defaults, thus confirming the informational advantage of relationship banking. 
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Z score in 2008:Q4 Obs. T-bank   
(1)

Credit 
History 

(2)
LTD Log      

Loans

Spread 
2007:Q2 

(3)

Spread 
2010:Q1   

(3)
1=Safe 4,045      0.68 10.92 0.991 7.48 3.81 5.38
2=Solvent 7,968      0.69 10.36 0.995 7.65 3.94 5.65
3=Vulnerable 67,614    0.71 10.33 0.981 7.89 4.39 6.33
4=Risky 106,697 0.72 9.35 0.963 7.91 4.88 7.33
Total 186,324 0.72 9.78 0.971 7.88 4.64 6.86

Note: (1) Share of loans that is granted by a bank that has its headquarter outside the same province where 
the firm has its headquarter. (2) Number of years elapsed since the first time a borrower was reported to 
the Credit register. (2) Interest rate on credit lines minus one month interbank rate.
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Figure 1 

Average firm cash flows in state S 
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Figure 2 

100% Transactional Banks Payoff 
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Figure 3 

Bank lending, interest rates and the business cycle in Italy 

        (a) Bank lending to the private sector1, 2 
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(b) Interest rate on overdraft and interbank rate1, 3 
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(c) Real GDP and stock market capitalization4, 5 
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Notes. The vertical line indicates Lehman’s default. 1  Monthly data.    2  Annual growth rates. Bad loans are 
excluded. The series are corrected for the impact of securitization activity.    3  Percentage points. Current 
account overdrafts are expressed in euro.    4  Quarterly data.    5  Real GDP in billions of euro. Stock market 
capitalization refers to the COMIT Globale Index, 31 Dec. 1972 = 100. 

Sources: Bank of Italy; Bloomberg. 
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Figure 4 
Lending supply and interest rate setting by banks’ type and state of the world1 

(a1) Interest rate: good times (2007:q2) (a2) Interest rate: bad times (2010:q1) 

(b1) Lending: good times (2007:q2) (b2) Lending: bad times (2010:q1) 

1  This figure reports a graphical representation of the results in Table 5. The horizontal axis of each graph reports the Z-score, 
an indicator of the probability of default of firms. These scores can be mapped into four levels of risk: 1) safe; 2) solvent; 3) 
vulnerable; 4) risky. The vertical axis of graphs (a1) and (a2) indicate the level of the interest rate applied by the two bank types 
on credit lines to the 4 different kinds of firms; those of graphs (b1) and (b2) report the log of lending in real terms supplied by 
the two bank types. 
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Figure 5  
Graphical analysis of the results in Table 5 without fixed effects1 

(a1) Interest rate: good times (2007:q2) (a2) Interest rate: bad times (2010:q1) 

(b1) Lending: good times (2007:q2) (b2) Lending: bad times (2010:q1) 

1  This figure reports a graphical representation of the results obtained re-running the same models reported in Table 5 without 
fixed effects. The horizontal axis of each graph reports the Z-score, an indicator of the probability of default of firms. These 
scores can be mapped into four levels of risk: 1) safe; 2) solvent; 3) vulnerable; 4) risky. The vertical axis of graphs (a1) and 
(a2) indicate the level of the interest rate applied by the two bank types on credit lines to the 4 different kinds of firms; those of 
graphs (b1) and (b2) report the log of lending in real terms supplied by the two bank types. 
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Table 1 Relationship vs transactional lending: Theory 

Possible explanations of 

relationship vs transactional 

lending 

I.  

Delinquency rate 

II.  

Lending rates 

III. 

Lending quantities 

Bad time Good time Bad time Good time Bad time 

1. Risk-sharing R=T R>T R>T R>T R>T 

2. Interim monitoring R>T R>T R>T ? ? 

3. Ex-ante screening R<T R>T R>T R=T R=T 

4. Learning R<T R>T R<T ? ? 

Notes: R= Relationship bank (R-bank); T= Transaction bank (T-bank) 
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Table 2 Descriptive statistics. Bank-firm relationship 

Bank-firm loan types 
 
 

Obs. 
 
 

% 
 
 

Spread 
good time
(2007:q2)

(a) 

Spread 
bad time 
(2010:q1)

(b) 

 
(b) -(a) 

Log Loans 
good time 
(2007:q2) 

(c ) 

Log Loans
bad time 
(2010:q1)

(d) 

 
(d) -(c) 

Capital to 
asset ratio
(2007:q2) 

(e) 

Capital to 
asset ratio 
(2010:q1) 

(f) 

(f)-(e) 
 
 

ALL FIRMS 
            
i) Relationship only 18693 10.1% 4.3 6.2 1.9 7.74 7.73 -0.011 9.103 8.794 -0.31 
ii) Both types 84598 45.8% 4.5 6.7 2.2 7.96 8.00 0.036 8.843 8.743 -0.10 
iii) Transactional only 81604 44.1% 4.8 7.1 2.3 7.78 7.81 0.029 8.547 8.793 0.25 
Total 184895 100.0% 4.6 6.8 2.2 7.86 7.89 0.028 8.739 8.770 0.03 

H-FIRMS 
i) Relationship only 18489 10.1% 4.2 6.2 1.9 7.74 7.73 -0.006 9.096 8.79 -0.30 
ii) Both types 84129 45.9% 4.5 6.7 2.2 7.95 7.99 0.039 8.543 8.56 0.02 
iii) Transactional only 80493 44.0% 4.8 7.1 2.3 7.77 7.80 0.032 8.842 8.79 -0.05 
Total 183111 100.0% 4.6 6.8 2.2 7.85 7.88 0.031 8.730 8.69 -0.04 

L-FIRMS 
i) Relationship only 206 11.6% 6.0 9.0 3.0 8.07 7.90 -0.169 8.98 8.70 -0.28 
ii) Both types 439 24.6% 5.9 9.4 3.5 8.54 8.33 -0.207 8.949 9.04 0.09 
iii) Transactional only 1139 63.8% 6.3 9.7 3.5 8.17 8.06 -0.113 8.648 8.88 0.24 
Total 1784 100.0% 6.2 9.6 3.4 8.25 8.11 -0.143 8.760 8.90 0.14 
Note: L-Firms are those that went into default in the period 2008:q3-2010:q1, H-Firms are the remaining ones.  
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Table 3 Effect of Bank-firm relationship on the marginal probability of a firm’s default 

 
 
 

Dependent variable: P(defaultk=1) 

(I)               
Baseline 
equation          

(II)                
Firm specific 
characteristics 

(III)               
Alternative  

Weight 

Coef. Sig. Coef. Sig. Coef. Sig. 

        

T-share (in value) 0.0032 *** 0.0029 *** 

(0.0008) (0.0007) 
T-share (number of banks) 0.0028 *** 

(0.0007) 
 0.0051 *** 0.0051 *** 
 (0.0005) (0.0001) 
LTD -0.0002 -0.0002 

(0.0018) (0.0018) 
Small firm -0.0021 -0.0021 

(0.0034) (0.0034) 
CREDIT_HISTORY -0.0002 *** -0.0001 *** 
 (0.0000) (0.0000) 
Bank fixed effects Yes Yes Yes 

Industry-province dummies Yes Yes Yes 

Number of obs. 72,489 72,489 72,489 

Pseudo R2 0.1273 0.1395 0.1397 

The models estimate the marginal probability for a firm k to go into default in the period 2008:q3-
2010:q1. All explanatory variables are evaluated at 2008:q2, prior Lehman's default. The variable 
T- Share indicates the proportion of loans that firm k has borrowed from a transactional bank. We 
report the share both in loan value and in terms of number of T-banks. Parameter estimates are 
reported with robust standard errors in brackets (cluster at individual bank level). The symbols *, 
**, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients for 
industry-province dummies and bank fixed effects are not reported.  
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Table 4 T-banking and R-banking in good times and bad times 

Variables 
 

Interest rate 
good time  
(2007:q2) 

(I) 

Interest rate 
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.0805*** 0.1227*** -0.2753*** -0.3129*** 
 (0.0174) (0.0210) (0.0123) (0.0110) 
     
Bank fixed effects yes yes yes yes 
Firm fixed effects yes yes yes yes 
Number of obs. 184,859 184,859 184,859 184,859 
Adjusted R-squared 0.529 0.585 0.426 0.473 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and (IV) in 
2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a transactional 
bank. The coefficients represent the difference relative to relationship banking (R-banks). Parameter 
estimates are reported with robust standard errors in brackets (cluster at individual firm level). The 
symbols *, **, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients 
for fixed effects are not reported. 
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Table 5 Comparing T-banking, R-banking and firms’ quality 

Variables 
 

Interest rate
good time 
(2007:q2) 

(I) 

Interest rate
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.3309*** -0.3977*** 0.0795* 0.1023** 
 (0.0604) (0.0737) (0.0393) (0.0413) 
R-Bank*Z 0.3479*** 0.5016*** 0.1036*** 0.1329*** 
 (0.0148) (0.0178) (0.0115) (0.0096) 
T-Bank*Z 0.4238*** 0.7076*** 0.0575*** 0.0577*** 
 (0.0119) (0.0151) (0.0092) (0.0062) 
US>GR 0.8825*** 1.5181*** 0.6887*** 0.5667*** 
 (0.0193) (0.0192) (0.0093) (0.0075) 
LTD -0.3697*** -0.3760*** -0.0603* -0.0796*** 
 (0.0453) (0.0561) (0.0330) (0.0213) 
Small firm -0.0854 0.2037 -0.3993*** -0.4688*** 
 (0.2295) (0.2463) (0.0968) (0.0784) 
CREDIT_HISTORY -0.0475*** -0.0619*** 0.0460*** 0.0404*** 
 (0.0020) (0.0023) (0.0013) (0.0009) 
Bank fixed effects yes yes yes yes 
Firm fixed effects no no no no 
Industry-province dummies yes yes yes yes 
Number of obs. 184,859 184,859 184,859 184,859 
Adjusted R-squared 0.1776 0.2065 0.0865 0.0857 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and 
(IV) in 2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a 
transactional bank. The coefficients represent the difference relative to relationship banking (R-
banks). Parameter estimates are reported with robust standard errors in brackets (cluster at 
individual bank level). The symbols *, **, and *** represent significance levels of 10%, 5%, and 
1% respectively. Coefficients for industry-province dummies and fixed effects are not reported. 
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Table 6 Lending relationship and bank-capital 

Variables 

Interest rate 
good time  
(2007:q2) 

(I) 

Interest rate 
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.0792** 0.1940** -0.1625*** -0.2208*** 
 (0.0402) (0.0734) (0.0282) (0.0289) 
CAP 0.0096 -0.0426*** -0.0112 0.0113** 
 (0.0185) (0.0123) (0.0086) (0.0052) 
US>GR 0.1881*** 0.1611*** 0.5315*** 0.1403*** 
 (0.0228) (0.0430) (0.0174) (0.0193) 
MUTUAL -0.7812*** -1.0057*** 0.0573 0.0569 
 (0.1284) (0.1066) (0.0378) (0.0523) 
Bank group and rescue dummies yes yes yes yes 
Bank zone dummies yes yes yes yes 
Firm fixed effects yes yes yes yes 
     
Number of obs. 184,859 184,859 184,859 184,859 
Adjusted R-squared 0.4856 0.5433 0.4161 0.4530 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and (IV) in 
2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a transactional bank. 
The coefficients represent the difference relative to relationship banking (R-banks). Parameter estimates are 
reported with robust standard errors in brackets (cluster at individual bank group level). The symbols *, **, 
and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients for dummies and firm 
fixed effects are not reported. 
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Table 7 Capital endowment and bank type 

Variables 
 

Baseline 
model 

 
(I) 

Bank-specific 
characteristics 

 
(II) 

Firm-specific 
characteristics 

 
(III) 

Financially 
constrained 

firms 
(IV) 

     
T-share -3.839*** -3.276** -3.091** -3.203** 
 (0.890) (1.301) (1.267) (1.265) 
Bank size  -0.040 0.090 0.092 
  (0.280) (0.268) (0.264) 
Bank liquidity ratio  -0.009 -0.011 -0.003 
  (0.016) (0.019) (0.017) 
Retail ratio  0.049*** 0.031* 0.029* 
  (0.017) (0.017) (0.017) 
Proportion of small firms in the 
bank’s credit portfolio   6.169 5.972 
   (4.248) (4.115) 
Proportion of LTD firms in the 
bank’s credit portfolio   -2.422 -2.141 
   (3.723) (3.712) 
Average Z-score of the bank’s 
credit portfolio   -1.611 -1.337 
   (2.468) (2.563) 
Proportion of financially 
constrained firms (US>GR)    5.392 
    (6.603) 
Bank zone dummies yes yes yes yes 
     
     
Number of obs. 179 179 179 179 
Adjusted R-squared 0.130 0.185 0.217 0.218 
Notes: The dependent variable is the regulatory capital/risk-weighted asset ratio at 2008:q2 prior 
to Lehman’s default. The variable T-share represents the proportion of transactional loans (in 
value) for bank j. It takes the value from 0 (pure R-bank) to 1 (pure T-bank). All bank-specific 
characteristics and credit portfolio characteristic are at 2008:q1. Parameter estimates are reported 
with robust standard errors in brackets (cluster at individual bank level). The symbols *, **, and 
*** represent significance levels of 10%, 5%, and 1% respectively. Coefficients for bank zone 
dummies are not reported. 
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Table C1 Effect of Bank-firm relationship on the marginal probability of a firm’s 
default. Including Main bank dummy and its interaction with T-share. 

 
 
 

Dependent variable: P(defaultk=1) 

(I)                
Baseline equation    

(II)              
Firm specific 
characteristics 

(III)               
Alternative  

Weight 

Coef. Sig. Coef. Sig. Coef. Sig. 

        

T-share (in value) 0.0042 *** 0.0036 *** 

(0.0011) (0.0009) 
T-share (number of banks) 0.0036 *** 

(0.0015) 
Maxsh -0.0123 *** -0.0108 *** -0.0106 *** 
 (0.0022) (0.0018) (0.0019) 
Maxsh*T-share(in value) -0.0041 * -0.0033 *  

(0.0023) (0.0019)  
Maxsh*T-share(number of banks)  -0.0035 * 

 (0.0020) 
 0.0048 *** 0.0048 *** 
 (0.0004) (0.0004) 
LTD -0.0006 -0.0006 

(0.0017) (0.0017) 
Small firm -0.0020 -0.0020 

(0.0032) (0.0032) 
CREDIT_HISTORY -0.0002 *** -0.0002 *** 
 (0.0001) (0.0001) 
Bank fixed effects Yes Yes Yes 

Industry-province dummies Yes Yes Yes 

Number of obs. 72,489 72,489 72,489 

Pseudo R2 0.0782 0.1190 0.1190 
The models estimate the marginal probability for a firm k to go into default in the period 2008:q3-
2010:q1. All explanatory variables are evaluated at 2008:q2, prior Lehman's default. The variable T- 
Share indicates the proportion of loans that firm k has borrowed from a transactional bank. We report 
the share both in loan value and in terms of number of T-banks. The variable Maxsh indicates the 
highest share of lending that is granted by the main bank. Parameter estimates are reported with robust 
standard errors in brackets (cluster at individual bank level). The symbols *, **, and *** represent 
significance levels of 10%, 5%, and 1% respectively. Coefficients for industry-province dummies and 
bank fixed effects are not reported.  
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Table C2 T-banking and R-banking in good times and bad times. Including Main bank 
dummy and its interaction with T-bank. 

Variables 
 

Interest rate 
good time  
(2007:q2) 

(I) 

Interest rate 
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.0896*** 0.1086*** -0.1504*** -0.2067*** 
 (0.0201) (0.0243) (0.0121) (0.0116) 
Main -0.0969*** -0.1705*** 1.1652*** 0.8594*** 
 (0.0232) (0.0281) (0.0130) (0.0130) 
Main*T-Bank -0.0080 -0.0233 0.0325 0.0125 
 (0.0301) (0.0361) (0.0366) (0.0164) 
     
Bank fixed effects yes yes yes yes 
Firm fixed effects yes yes yes yes 
Number of obs. 184,859 184,859 184,859 184,859 
Adjusted R-squared 0.529 0.586 0.585 0.570 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and (IV) in 
2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a transactional 
bank. The coefficients represent the difference relative to relationship banking (R-banks). The 
dummy Main is equal to one if that bank grants the highest share of lending to that firm. Parameter 
estimates are reported with robust standard errors in brackets (cluster at individual firm level). The 
symbols *, **, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients 
for fixed effects are not reported. 
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Table C3 Effect of Bank-firm relationship on the marginal probability of a firm’s 
default. Changing relationship lending definition from province to region. 

 
 
 

Dependent variable: P(defaultk=1) 

(I)              
Baseline 
equation          

(II)                
Firm specific 
characteristics 

(III)               
Alternative  

Weight 

Coef. Sig. Coef. Sig. Coef. Sig. 

        

T-share (in value) 0.0024 *** 0.0024 *** 

(0.0007) (0.0007) 
T-share (number of banks) 0.0034 *** 

(0.0007) 
 0.0051 *** 0.0051 *** 
 (0.0004) (0.0004) 
LTD -0.0002 -0.0002 

(0.0018) (0.0018) 
Small firm -0.0020 -0.0018 

(0.0034) (0.0035) 
CREDIT_HISTORY -0.0001 ** -0.0002 ** 
 (0.0000) (0.0000) 
Bank fixed effects Yes Yes Yes 

Industry-province dummies Yes Yes Yes 

Number of obs. 72,489 72,489 72,489 

Pseudo R2 0.0612 0.1004 0.1003 

The models estimate the marginal probability for a firm k to go into default in the period 2008:q3-
2010:q1. All explanatory variables are evaluated at 2008:q2, prior Lehman's default. The variable 
T- Share indicates the proportion of loans that firm k has borrowed from a transactional bank. We 
report the share both in loan value and in terms of number of T-banks. Parameter estimates are 
reported with robust standard errors in brackets (cluster at individual bank level). The symbols *, 
**, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients for 
industry-province dummies and bank fixed effects are not reported.  

 



65 

 

Table C4 T-banking and R-banking in good times and bad times. Changing 
relationship lending definition from province to region. 

Variables 
 

Interest rate 
good time  
(2007:q2) 

(I) 

Interest rate 
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.0748*** 0.1038*** -0.2428*** -0.256*** 
 (0.0182) (0.0217) (0.0123) (0.0110) 
     
Bank fixed effects yes yes yes yes 
Firm fixed effects yes yes yes yes 
Number of obs. 184,859 184,859 184,859 184,859 
Adjusted R-squared 0.529 0.585 0.426 0.472 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and (IV) in 
2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a transactional 
bank. The coefficients represent the difference relative to relationship banking (R-banks). Parameter 
estimates are reported with robust standard errors in brackets (cluster at individual firm level). The 
symbols *, **, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients 
for fixed effects are not reported. 
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Table C5 Effect of Bank-firm relationship on the marginal probability of a firm’s 
default. All foreign banks subsidiaries are T-banks. 

 
 
 

Dependent variable: P(defaultk=1) 

(I)              
Baseline 
equation          

(II)                
Firm specific 
characteristics 

(III)               
Alternative  

Weight 

Coef. Sig. Coef. Sig. Coef. Sig. 

        

T-share (in value) 0.0031 *** 0.0027 *** 

(0.0009) (0.0007) 
T-share (number of banks) 0.0027 *** 

(0.0007) 
 0.0051 *** 0.0051 *** 
 (0.0004) (0.0004) 
LTD -0.0002 -0.0002 

(0.0018) (0.0018) 
Small firm -0.0021 -0.0021 

(0.0034) (0.0034) 
CREDIT_HISTORY -0.0002 ** -0.0002 ** 
 (0.0000) (0.0000) 
Bank fixed effects Yes Yes Yes 

Industry-province dummies Yes Yes Yes 

Number of obs. 72,489 72,489 72,489 

Pseudo R2 0.0600 0.0994 0.0994 

The models estimate the marginal probability for a firm k to go into default in the period 2008:q3-
2010:q1. All explanatory variables are evaluated at 2008:q2, prior Lehman's default. The variable 
T- Share indicates the proportion of loans that firm k has borrowed from a transactional bank. We 
report the share both in loan value and in terms of number of T-banks. Parameter estimates are 
reported with robust standard errors in brackets (cluster at individual bank level). The symbols *, 
**, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients for 
industry-province dummies and bank fixed effects are not reported.  
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Table C6 T-banking and R-banking in good times and bad times. All foreign 

banks subsidiaries are T-banks. 

Variables 
 

Interest rate 
good time  
(2007:q2) 

(I) 

Interest rate 
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.0844*** 0.1030*** -0.2737*** -0.2970*** 
 (0.0180) (0.0218) (0.0128) (0.0115) 
     
Bank fixed effects yes yes yes yes 
Firm fixed effects yes yes yes yes 
Number of obs. 184,859 184,859 184,859 184,859 
Adjusted R-squared 0.529 0.585 0.426 0.473 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and (IV) in 
2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a transactional 
bank. The coefficients represent the difference relative to relationship banking (R-banks). Parameter 
estimates are reported with robust standard errors in brackets (cluster at individual firm level). The 
symbols *, **, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients 
for fixed effects are not reported. 
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Table C7 Effect of Bank-firm relationship on the marginal probability of a firm’s 
default. New Firms. 

 
 
 

Dependent variable: P(defaultk=1) 

(I)               
Baseline 
equation          

(II)                
Firm specific 
characteristics 

(III)               
Alternative  

Weight 

Coef. Sig. Coef. Sig. Coef. Sig. 

        

T-share (in value) 0.0120 ** 0.0073 ** 

(0.0054) (0.0035) 

T-share (number of banks) 0.0067 ** 

(0.0033) 
 0.0036 0.0036 
 (0.0024) (0.0024) 

LTD -0.0018 -0.0018 

(0.0073) (0.0073) 

Small firm 0.0070 0.0070 

(0.0025) (0.0025) 

CREDIT_HISTORY   0.0033 0.0033 
  (0.0035) (0.0035) 

Bank fixed effects Yes Yes Yes 

Industry-province dummies Yes Yes Yes 

Number of obs. 5,866 5,866 5,866 

Pseudo R2 0.0596 0.1470 0.1470 

The models estimate the marginal probability for a firm k to go into default in the period 2008:q3-
2010:q1. All explanatory variables are evaluated at 2008:q2, prior Lehman's default. The variable 
T- Share indicates the proportion of loans that firm k has borrowed from a transactional bank. We 
report the share both in loan value and in terms of number of T-banks. Parameter estimates are 
reported with robust standard errors in brackets (cluster at individual bank level). The symbols *, 
**, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients for 
industry-province dummies and bank fixed effects are not reported.  
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Table C8 T-banking and R-banking in good times and bad times. New Firms. 

Variables 
 

Interest rate 
good time  
(2007:q2) 

(I) 

Interest rate 
bad time 
(2010:q1) 

(II) 

Log Loans 
good time 
(2007:q2) 

(III) 

Log Loans 
bad time 
(2010:q1) 

(IV) 
     
T-Bank -0.0844*** 0.1030*** -0.2737*** -0.2970*** 
 (0.0180) (0.0218) (0.0128) (0.0115) 
     
Bank fixed effects yes yes yes yes 
Firm fixed effects yes yes yes yes 
Number of obs. 5,866 5,866 5,866 5,866 
Adjusted R-squared 0.529 0.585 0.426 0.473 
Notes: The models in column (I) and (III) are estimated in 2007:q2; those in columns (II) and (IV) in 
2010:q1. The dummy T-Bank takes the value of 1 if the lending relationship is with a transactional 
bank. The coefficients represent the difference relative to relationship banking (R-banks). Parameter 
estimates are reported with robust standard errors in brackets (cluster at individual firm level). The 
symbols *, **, and *** represent significance levels of 10%, 5%, and 1% respectively. Coefficients 
for fixed effects are not reported. 
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