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Empirical studies on the determinants and effects of shareholding by banks

Ono, Arito
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Using micro dataset of Japan’ s listed firms, we empirically studied the

causal effects of declining shareholding by banks on bank lending and firm performance. In doing so,
we utilized the regulatory change relating to banks’ shareholding in Japan in 2001 as an
instrument for exogenous reduction in a bank’ s shareholding to find the followings. First,
exogenous reduction in a bank’ s shareholding decreased the bank’ s share of the firm' s loans.
Second, for those firms whose shareholding by banks decreased, their riskiness increased. These
results suggest that shareholding by a bank is useful in increasing its competitiveness in corporate
lending market and mitigating shareholder-creditor conflicts. We also constructed a novel database
gf unlisted firms’ shareholders, which is useful in studying banks’ shareholding for unlisted
irms.
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