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Bank- Firm Relationships: The Case of
Iranian Listed Companies
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Abstract Since the main source of finance for the Iranian manufacturing
firms is the bank loan, the bank-firm relationship plays an important role in
their performance. In effect, firms with decent financial potency regularly
have a better chance to access high-quality and less costly finances. In
this paper, we investigate the bank-firm relationship and its determinant
factors by using a unique database that includes the listed companies’
outstanding loans with the details of the lending banks over the period of
2007-2014. In this regard, the main bank share, number of bank creditors,
concentration index, the share of private banks, and length of relationship
with the main bank are defined as selected indexes for the bank-firm
relationship. According to the research findings, firms with lower liquidity
risk and better financial ratio can access the loan with better quality and
lower costs. Moreover, the regression results indicate that the share of the
private banks’ loan is higher for firms with poor liquidity condition. Moreover,
loans in the firms with higher cash flow are more concentrated to a few
creditors. In addition, an increase in the size of firms is positively correlated
with the share of the private banks’ loan and the number of creditors.

Keywords: Bank Loan, Firms, Financial Risk, Financing, Creditor
JEL Classification: G31, G19, L25.

1. Assistant Professor Faculty of Management and Economics, Sharif University of Technology, Tehran, Iran.
2. Assistant Professor, Monetary and Banking Research Institute, Tehran, Iran (Corresponding Author)
3. Ph.D. in Economics, Sharif University of Technology, Tehran, Iran

2¢ IoN

¥ 'ON

LT0C JSUIN

€e-€dd

JO [feuanor ayL

OS| Ul paxapu|

2606-TSCC ‘NSSI



