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Background
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2.1. Banking System in China

• big five national commercial banks

• twelve joint equity banks

• municipal commercial banks
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2.2. Bank Branches Development

• On the one hand, the big five banks were established 
earlier and have higher political rankings than joint 
equity banks. twelve joint equity banks.

• On the other hand, the joint equity banks’ branch 
openings have been strictly regulated.

• The distant lending is prevalent in China.
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Data and Summary 
Statistics
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3.1. CBRC Branch Data and Loan Level Data

CBRC Branch Data:

• over 200 thousand branches

• around 2,800 banking financial institutions

• between 1949 and 2016. 

• branch name, ID, hierarchy, full addresses, and the 
exact opening and closing dates
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3.1. CBRC Branch Data and Loan Level Data

CBRC Loan Level Data:

• over 7 million loan contracts granted by 19 largest Chinese banks. 

• All borrowers with an annual credit line over RMB 50 million 

• between October 2006 and June 2013

• over 80% of the total bank credit in China

• over 160,000 borrowing firms located in all 31 provinces in China across all 20 
different sectors

• the unique firm identifier, firm-level fundamentals (e.g., size, leverage and 
location), banks’ information (e.g., the names and location of branches), and 
loan level characteristics (e.g., loan amount, loan maturity, credit guarantee 
providers,internal ratings, issuing date, maturity date on contracts, and loan 
delinquency status). 

• for each loan application, the borrower needs to disclose its most related 
firms (e.g., shareholders, sibling firms with the common shareholder, and 
firms with other relationships such as related party transactions).

• The loan information is mandatorily updated at month frequency.
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3.2. GIS and Lender-Borrower Distance

• for each loan, we can identify the city where the loan 
was issued.

• we use the GIS technology to locate the exact longitude 
and latitude of each borrower and each bank branch 
on the map.

• Distance = r ×arccos[sin(firmlat) × sin(banklat) + 
cos(firmlat)× cos(banklat) × cos(banklon−firmlon)]
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3.3. Summary Statistics
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Empirical Analysis 
and Results
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4.1. Non-monotonic Lending over Lender-
Borrower Distance
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4.1. Non-monotonic Lending over Lender-
Borrower Distance
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4.1. Non-monotonic Lending over Lender-
Borrower Distance
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4.2. Distant Lending and Inter-firm Network 
Connection
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4.3. Inter-firm Network Connection and Soft 
Information
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4.3. Inter-firm Network Connection and Soft 
Information
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4.4. Interaction of Distance and Firm 
Network in Soft Information
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4.4. Interaction of Distance and Firm 
Network in Soft Information
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4.5. SME vs. Large Firms
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4.5. SME vs. Large Firms
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without vs. with guarantee
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without vs. with guarantee
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4.6. Inter-firm Network Connection and Loan 
Performance
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Conclusion
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