
Accepted Manuscript

The number of bank relationships and borrowing costs: The role of
information asymmetries

Diana Bonfim, Qinglei Dai, Francesco Franco

PII: S0927-5398(17)30123-8
DOI: https://doi.org/10.1016/j.jempfin.2017.12.005
Reference: EMPFIN 1027

To appear in: Journal of Empirical Finance

Received date : 18 December 2013
Revised date : 7 November 2017
Accepted date : 12 December 2017

Please cite this article as: Bonfim D., Dai Q., Franco F., The number of bank relationships and
borrowing costs: The role of information asymmetries. Journal of Empirical Finance (2017),
https://doi.org/10.1016/j.jempfin.2017.12.005

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.jempfin.2017.12.005


The number of bank relationships and borrowing
costs: the role of information asymmetries∗

Diana Bonfim†

Banco de Portugal and Católica Lisbon School of Business and Economics

Qinglei Dai
Nova School of Business and Economics

Francesco Franco
Nova School of Business and Economics

Abstract

In a unique dataset that covers virtually all bank loans granted in
Portugal, we find that when a firm borrows from one additional bank,
the interest rate on bank loans for this firm decreases on average by 14
to 28 basis points. The result holds for small firms but not for larger
firms. We test three theories that are consistent with this finding.
More banks relationships may: 1) increase firms bargaining power, 2)
decrease banks monitoring costs, 3) reduce asymmetric information
between borrowers and lenders. We show that our empirical findings
are neither consistent with the increase in firm bargaining power nor
supportive of the decrease in banks’ monitoring costs. Our results are
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