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We find that the contracted interest rate when the inside bank (main bank) is the sole
lender is higher than those in the other case even if the borrower makes multiple banks bid
competitively in the small business loan market by the statistical analyses with the
microdata collected from a survey targeting at small businesses in 2008. This premium
statistically and economically significant, for the sample median of the short-term interest
rate is 1.9%. This premium is more significant for firms that expect their inside bank
facilitate rescue loans in case of a temporal financial distress.
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