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The Availability of Relationship Credit in Chinese
Banking System: Research Based on
Announcement Effect

PENG Wen-ping

(School of Economics and Management s South China

Normal University , Guangzhou 510631, China)

Abstract: Under asymmetric information, relationship banks participate
in the corporation governance of borrowers by making use of its information
advantages, thereby reducing agency costs. The paper has an empirical anal-
ysis on the market response to Chinese corporate loan announcements from
1996 to 2008, and finds that the announcements of bank line of credits and
debt restructuring made by listed companies will result in the significant in-
crease of stock prices. It indicates that Chinese banking system’s policy on
establishing long — term and steady cooperation relationship between banks
and enterprises since 1996 has governance effects. In addition, it shows that
the governance effect is more significant for enterprises with higher level of
information asymmetry and worse governance level. This governance effect
is mainly embodied in discriminating between good enterprises and bad ones
before granting credits, and providing assistance after granting credits.
However, the monitoring roles of eliminating opportunity behaviors of en-
terprises during the crediting period are in absence, and there is no effect on
reducing agency cost.

Key words: relationship credit; governance effect; announcement
effect; Chinese banking system (HERE & 2
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