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Empirical analysis of firm"s financial constraints and their real effects
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This research project consists of two parts. The first part examines the effect
of government capital injections into financially troubled banks on loan growth and corporate investment
during the late 1990s Japanese bankin% crisis. The estimation results suggest that the capital injections
help banks to increase their supply of loans and the improvement of bank’ s capital ratio increases
firm s investment to a larger extent when firms are more productive. The second part examines the effect
of tax credit on firm s R&D expenditure. The estimation results suggest that the effect of tax credit is
significantly larger for firms with relatively large outstanding debts.
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