
Abstract

This paper studies how bank ownership of industrial firms

affects their markups. We find that bank ownership increases
firms’ markups, while bank ownership of industry rivals
reduces firms’ markups. Using bank mergers that generate
exogenous shocks to bank ownership of industry rivals, we
employ a difference-in-differences analysis to establish
causality inference. For the affected firms, their costs of loans
increase, and the adverse effect on markups is stronger for
competitive industries, R&D intensive firms, and when banks
have more proprietary information of firms. Our mechanism
analysis shows that banks utilize their financing and
information advantage to realize their impact.
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Does banks’ incentives matter? Two underlying mechanisms
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