Accepted Manuscript

Journal of
BANKING
& FINANCE

Inter-Market Competition and Bank Loan Spreads: Evidence from the
Securities Offering Reform

Matthew Gustafson

PIl: S0378-4266(18)30156-0

DOI: 10.1016/j.jbankfin.2018.07.008 3
Reference: JBF 5384 =
To appear in: Journal of Banking and Finance

Received date: 2 October 2017

Revised date: 12 June 2018

Accepted date: 16 July 2018

Please cite this article as: Matthew Gustafson , Inter-Market Competition and Bank Loan Spreads:
Evidence from the Securities Offering Reform, Journal of Banking and Finance (2018), doi:
10.1016/j.jbankfin.2018.07.008

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


https://doi.org/10.1016/j.jbankfin.2018.07.008
https://doi.org/10.1016/j.jbankfin.2018.07.008

Inter-Market Competition and Bank Loan Spreads:

Evidence from the Securities Offering Reform

Matthew Gustafson=*
335 Business Building
Smeal College of Business
Pennsylvania State University
State College, PA 16801
Office: 814-867-4042
Email: mtg15@psu.edu

June 2018

Abstract

| provide-evidence of a new mechanism by which access to public securities mitigates the
bank hold-up problem and reduces loan spreads — it increases a borrower’s bargaining power vis-
a-vis a lender by offering a bank loan substitute. Difference-in-differences results indicate that
loan spreads deeline following legislation that makes public securities more attractive, but only
when public securities represent a credible substitute for the bank loan (i.e., for term loans taken
out vhy credit rated borrowers). Spreads on revolving lines of credit, which are more
complementary with public securities, increase.
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