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Banking Relationships and Corporate Financial Constraints:
Empirical Evidence from Chinese Privately—Controlled Listed Firms

HUANG Bing-yi' LV Yu-jie' Ben Sopranzetti’
(1. School of Management Xiamen University Xiamen 361005 Fujian;
2. Rutgers Business School The State University of New Jersey USA 08854)

Abstract: Banking relationships represent a type of close relationships that can bring profits to banks and their cus—
tomers beyond pure financial transactions and will bring corresponding value and cost to the companies. This paper uses the
sample of Chinese privately—controlled listed firms and the cash—cash flow model to empirically study the relationship be—
tween banking relationships and financial constraints. The results show that bank relationships can effectively alleviate the
degree of financial constraints on Chinese privately— controlled listed firms. Further research finds that this effect is more
prominent after the financial crisis of 2008 and among the small and medium-sized privately—controlled listed firms. There—
fore based on the current situation of banking relationships and enterprise financing in China the related government depart—
ments should vigorously develop and support various investment and financing channels actively establish banking relation—
ships and develop legitimate non-state—owned financial institutions thereby improving the financing environment of enter—
prises in China and promoting the development of small and medium-sized enterprises.

Keywords: banking relationships financial constraint privately—controlled listed firms
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