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In this study, we empirically examined the effects of the soundness of
financial institutions on bank lending to new firms. The major findings of this study are the
following three points. First, sound financial institutions are less likely to provide financing to
new firms. Second, this tendency increases during the financial crisis. Finally, in the case of
focusing on small and medium-sized enterprises other than new firms, sound financial institutions
are more likely to provide financing to firms during such crisis. These results suggest that lending

activities of financial institutions change as the soundness of financial institutions, firm age,
and economic conditions because we controlled for unobserved firms’ demand for credit through firm*
time fixed effects.
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