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Selected References

• Corporate bond purchases have become a popular monetary policy tool

• Many research focus on how these programs affect corporate bond market

• But less is known about its effect on bank loan market, and the consequential 

effect on bank-dependent firms

• This paper studies Fed’s SMCCF and its spillover effect on the loan market

Motivation

• Corporate bond purchases have boarder effects beyond the targeted markets.

• It affects bank-dependent firms by decreasing targeted firms’ loan demand and 

then increasing loan supply of related banks to untargeted firms.

• This channel only operates through constrained banks.

Policy Implications

• Event Study before & after announcement date: March 23, 2020
• Bond eligibility: rating > BBB- rating & maturity < 5 years

Secondary Market Corporate Credit Facility (SMCCF) Timeline

Empirics

• Datasets: DealScan Syndicated Loan + TRACE Enhanced + Compustat/Capital IQ

• Time Period: 2018Q - 2022Q4 

• Identification Assumption: 

1. No significant debt issuance diff. btw eligible and ineligible firms pre-SMCCF

2. SMCCF does not affect banks differentially/directly

Result 1: Eligible firms decrease loan demand

𝐿𝑜𝑎𝑛𝑖𝑗𝑡 = 𝑎𝑖j + 𝑎𝑗𝑡 + 𝛽1 ∗ 𝐸𝑙𝑖𝑔𝑖𝑏𝑙𝑒𝑖 ∗ 𝑃𝑜𝑠𝑡𝑡 + 𝜃′𝑋𝑖𝑡−1 + 𝜖𝑖𝑗𝑡

Result 2: Banks with higher exposure to eligible firms does not change loan supply

𝐿𝑜𝑎𝑛𝑖𝑗𝑡 = 𝑎𝑖𝑗 + 𝑎𝑖𝑡 + 𝛽2 ∗ 𝐼𝐺𝑆ℎ𝑟𝑗 ∗ 𝑃𝑜𝑠𝑡𝑡 + 𝜃′𝑋𝑗𝑡−1 + 𝜖𝑖𝑗𝑡

where 𝐼𝐺𝑆ℎ𝑟𝑗 =
∑𝑡𝑒𝑟𝑚 𝑙𝑜𝑎𝑛𝑠 𝑡𝑜 𝑎𝑙𝑙 𝒆𝒍𝒊𝒈𝒊𝒃𝒍𝒆 𝑓𝑖𝑟𝑚𝑠

∑𝑡𝑒𝑟𝑚 𝑙𝑜𝑎𝑛𝑠 𝑡𝑜 𝑎𝑙𝑙 𝑓𝑖𝑟𝑚𝑠
 for each bank j

Result 3: Only Constrained banks with higher exposure to eligible firms increase 

loan supply to in eligible firms

𝐿𝑜𝑎𝑛𝑖𝑗𝑡 = 𝑎𝑖𝑗 + 𝑎𝑖𝑡 + 𝛽2 ∗ 𝐼𝐺𝑆ℎ𝑟𝑗 ∗ 𝑃𝑜𝑠𝑡𝑡 + 𝛿𝐵𝑎𝑛𝑘𝐶𝐴𝑅𝑗 ∗ 𝑃𝑜𝑠𝑡𝑡

+𝛾𝐼𝐺𝑆ℎ𝑟𝑗 ∗ 𝐵𝑎𝑛𝑘𝐶𝐴𝑅𝑗 ∗ 𝑃𝑜𝑠𝑡𝑡 + 𝜃′𝑋𝑗𝑡−1 + 𝜖𝑖𝑗𝑡

where 𝐵𝑎𝑛𝑘𝐶𝐴𝑅𝑗 is the Tier-1 Risk-Adj Capital Ratio for bank j

𝛾 < 0: 𝐶𝑜𝑛𝑠𝑡𝑟𝑎𝑖𝑛𝑒𝑑 𝑏𝑎𝑛𝑘𝑠 𝑤𝑖𝑡ℎ ℎ𝑖𝑔ℎ 𝐼𝐺 𝑠ℎ𝑎𝑟𝑒 𝑖𝑛𝑐𝑟𝑒𝑎𝑠𝑒 𝑙𝑜𝑎𝑛 𝑠𝑢𝑝𝑝𝑙𝑦
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Empirical Results

• Private & Public Firms

• Banks

• Summary

1. For public firms, loan amount     loan spread         

2. For private firms, when banks are unconstrained, limited spillover effect 

3. When banks are constrained, private firms’ loan amount       loan spread

Model
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