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Research question

Effect of banks on firms’ export → at the center of the economic debate that followed
the financial crisis and the trade collapse of 2009

Known role of banks in firms’ export decisions:

bank credit/financial constraints

provision of trade-finance to mitigate export risk

Research question: is there also an information-sharing channel?

- Large sample of Italian SMEs’ custom data mapped with lender banks

- novel identification strategy
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Motivation

Export entails sizable fixed entry costs (Melitz, Econometrica 2003; Bernard et al.,
AER 2003; Melitz and Ottaviano, ReStud 2008):

identify export markets and gather data

adapt their products to foreign tastes or regulations

set up distribution networks

⇒ Lack of information: major barrier to entering new markets (especially for SMEs)

Provision of export-related information a central objective of export-promotion
initiatives worldwide:

- most OECD governments have export-promotion programs (market re-
search gathered by local offices in foreign markets)

- Obama (2010): National Export Initiative → information and support to
first-time exporters (226 offices and 100 embassies in 80+ countries)
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Rationale

Besides provision of credit and trade-finance instruments→ reduce informational asym-
metries about foreign markets:

banks specialize in acquiring and processing information (Petersen and Rajan,
JF 2002; Degryse and Van Cayseele, JFI 2000)

not only a deep knowledge of their client firms but also of their operating markets
and potential opportunities abroad

We build on this strand of research:

local presence through foreign subsidiaries and branches → higher accumulation
of knowledge that can be passed on to client companies

⇒ bridge informational distance → informational barriers to trade → reduction in
entry costs
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Existing literature

1 Banks convey informational advantages and reduce export risk (macro):

Portes and Rey (JIE 2005)→ proxies for information transmission correlate
with trade in goods and assets
Michalski and Ors (JFE 2012) → removal of U.S. interstate banking re-
strictions affects aggregate trade
Caballero et al. (JIE 2018) → banks’ connections (participation in syndi-
cated loans) increase trade flows between countries involved

2 Banks’ provision of trade finance on export (Antras and Foley, JPE 2015):

Niepmann and Schmidt-Eisenlohr (JIE 2017a,b) → adverse shocks to a
country’s supply of letters of credit affect U.S. exports

3 Credit on export (micro): Amiti and Weinstein (QJE 2011), Paravisini et al.
(ReStud 2015), Manova et al. (ReStat 2015), Minetti and Zhu (JIE 2011)
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Existing literature/2

Only micro evidence: Paravisini et al. (JF 2023) → when an exporter expands its sales

in a market, it tilts its credit demand towards a bank specialized in that country

Similarity: banks have market-specific advantages and knowledge that can be
passed on to client firms

Differences:

emphasis on firms’ credit demand and endogenous choice of the lender to
satisfy firms’ export needs → imperfect substitutability of credit sources
identification of the shock: role of banks’ foreign branches
sample and research question: first-time exporters
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Contributions

First firm-level analysis explicitly on information sharing

Bank-side shock that is orthogonal to firms’ choices:

⇒ preexisting banking relationships & acquisition of a domestic lender from
an internationalized group → no endogenous selection from the firm’s side

⇒ first-time exporters to rule out reverse causality & selection of the targeted
bank in the acquisition process

Implications:

- positive role of internationalized banks in a firm’s decision to export (seen
as a pass-through of adverse global shocks)

- role of export-related information is an indirect validation of export-support
programs worldwide even if channel is different
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Outline of the main results

Treated firms start exporting and have lower exit rates in countries where the
consolidated bank has a foreign branch (proxying accumulated information)

Especially so in case of products for which information is more important

Intensive margins of previously-exporting companies largely unaffected

⇒ information spillovers mainly reduce firms’ fixed entry costs in a foreign market

⇒ unlikely driven by credit or trade finance (confirmed by survey-based measures)
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Data

2008-2019 MET surveys on Italian firms:

- 7 waves with large panel component
- representativeness: manufacturing/production services, NUTS2 level, all

size classes (including micro-sized companies)
- information on bank relationships 2006–2019 (+900,000 firm-year obs)

Confidential custom data at the 6-digit product level (COE, ISTAT): values,
quantities, destination countries

Orbis Bank Focus (Bureau van Dijk) & Bankit supervisory register: bank balance
sheets and information on branches and subsidiaries

CRIF-Cribis D&B: firms’ balance sheets

Summary stats
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The Italian framework

Ideal laboratory for our research question

Mostly SMEs (account for 53% of total export):

- very bank dependent
- rely on single banking relationships (65%)
- suffer from sizable information costs jeopardizing their export activity (2010

Unicredit survey on Italian small businesses)
- underdeveloped use of trade finance: fixed costs → large transactions

Some data

Italian banking system underwent a substantial restructuring in the period:

- 38 acquisitions of local banks from internationalized groups (Intesa, BNP,
CA, MPS, BPM, UBI, BPER)

- top-five banks passed from 26% to 50% of total banking assets
- 15.9% of treated firms in the cross-sectional sample

Branches worldwide Acquisitions Stats on treated
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Econometric analysis: country-specific

pr(yi,c,t|yi,c,t0 = 0) = α+ βBranchbi,c,τ−1 × Posti,t + µi,t + λc,t + εi,c,t.

yi,c,t: export of firm i at time t in country c (top 50 markets) List

Branchbi,c,τ−1: treatment variable ⇒ value of one if lender bank of firm i acquired
by a banking group with a branch in country c before the M&A (τ − 1)

µi,t: firm-specific time fixed effects (observable and unobservable time-varying
characteristics of the firm)

λc,t: country-specific time fixed effects:

a common (bilateral exchange rates)
b specific to the 6-Digit sector of the product (ct-varying demand shocks)
c specific to NUTS-3 area of the firm
d both b and c

Estimated via linear-probability models with clustered s.e.
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Empirical challanges and how they are

handled

Self selection: firms that already intend to start exporting cherry-pick their
lender bank (Paravisini et al., NBER 2020)

⇒ preexisting lending relationships with local banks later acquired by an interna-
tionalized banking group → outside a firm’s choice
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Empirical challanges and how they are

handled

Reverse causation: banks follow their customers abroad to avoid losing busi-
ness (Goldberg and Grosse, 1994) or selection of the targeted bank in the acqui-
sition process

⇒ focus on non-exporting companies and date international branches τ − 1

⇒ λc,t country-product specific demand shock (629,300), NUTS3-specific country-
time components (99,350): relevant if acquired bank specialized in financing
sectors with a higher export probability or certain areas

⇒ µi,t controls for the match between a firm and its bank in each time

isolates within firm variation ⇒ in each i, t differential effect of starting export
in a country where the consolidated bank has a foreign branch

controls for credit availability to exclude a relevant channel (credit is fungible)
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Extensive margins: country-specific

Unconditional prob: 0.0155 ⇒ Treatment increases firms’ baseline probability by 12.4%
in the most conservative specification
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Heterogeneity by geographic area

y: extensive margin of export rescaled by the unconditional probability of the group

Not driven by Eurozone countries for which information should be less relevant

- not limited to headquarter country (France for BNP and CA)

Stronger effects North America and Asia
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Parallel trends

Acquisition of local banks may be endogenous to firms’ export activity:

even if |yi,c,t0 → M&A may target banks with more efficient client portfolios

⇒ ex-ante more likely to export, but it still does not explain within-firm variation
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Robustness
Alternative clustering: Table

a. firm & lender bank

b. firm & country-year

c. firm & lender bank & country-year-sector

d. firm & lender bank & country-year-NUTS3

Alternative samples: Table

a. exclude borrowers of previously-internationalized banks

b. using only observed firm-bank relationships

c. sample of single banking relationships

d. longer banking connections (cross-sectional median, 10 years)

e. exclude bank switchers

f. all restrictions a-e
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Robustness (cont’d)

Alternative specification/estimator:

never exporting before t − 1 (intermittent exporters) Table

control for the role of import Table

autoregressive model with no sample constraint Table

allowing for delay in the treatment Table

conditional logistic model (only µi and λc,t) Table

staggered DID techniques (Callaway and Sant’Anna, JEconom 2021) Table

- not preferred because of µit and the interaction analysis that follows
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Heterogeneities by firms’ characteristics

Stronger for small and micro; no role of Z-score; but liquidity matters

Back
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Further excluding endogeneity in banks’

acquisition

Findings driven by spurious relationship with banks’ choice of localization for their
foreign branches? E.g., firms and banks may have similar choice criteria

Same results if we exclude the top-five, ten, 15, 20, or 25 destination countries
for Italian exporters Table

⇒ not driven by correspondence of branch localization with firms’ most popular
destination markets

placebo experiment scrambling firms’ relationships with the banks:

- in each c, t randomize to match the observed frequency of first treatment
- construct Placeboi,c × Posti,t
- 2,000 times → recover the empirical distribution of the placebo effect

Alternative placebo reshuffling country branches only among treated firms
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Placebo

Distribution is centered around zero, and p-value of H0: βplacebo ≤ 0
0
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0

10
00

15
00

20
00

-.002 -.001 0 .001 Estimate
Bootstrapped p-value=0.458

Placebo: all sample

0
20

0
40

0
60

0
80

0

-.002 -.001 0 .001 Estimate
Bootstrapped p-value=0.448

Placebo: reshuffling among treated

Panel B: effect limited to countries where the bank has some deep roots
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Ex ante probability of export

Assume effect driven by targeting banks’ clients more likely to export in country c

- for each c compute ex-ante export probability for firm i→ focus on low-probability
firms (i.e., not targeted by the acquiring bank)

- focus on provinces (or sectors) with low probability of export (less information
available through other channels)
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Possible channels

Emphasize information-sharing channel → evidence that it is unlikely to be about:

credit channel:

- µi,t if credit is fungible;
- no differential effect for creditworthy firms

a. no heterogeneity by bank characteristics (bank-lending channel)
b. differential effects by type of good

trade-finance:

- SMEs in the sample (and stronger for medium)
c. differential effects by country riskiness

+ survey-based evidence in favor of information sharing
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Heterogeneity by bank characteristics

No heterogeneity by bank ratios associated with the lending channel
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Heterogeneities by product and destination

country

Stronger when information channel should be more relevant: more innovative
firms and differentiated goods (+10% vs +13%)

- but also export risk higher for differentiated goods (Berkowitz et al., ReStat
2006; Nunn, QJE 2007): trade finance?

Effect decreases with the riskiness of a country (not a cure-all):

- insign at the 75th pctile → trade finance used where contracts are less likely
to be honored (Antras and Foley, JPE 2015; Caballero et al., JIE 2018)
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Channels: direct evidence

Survey measures on factors that limited or prevented a firm’s penetration into inter-
national markets in the past (projected backwards) Question
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Intensive margins and exit

- Driven by new entrants → no effect on previously-exporting firms

- Significant effect on exit rates

- Information provided by banks lowers the fixed entry cost of exporting (which
only affects the extensive margins)
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Concluding remarks

Lack of information relevant obstacle to trade activity of SMEs

Besides the provision of credit and trade finance, banks can support firms’ export
by reducing informational asymmetries about foreign countries

Firms have a significantly-higher probability of starting export in countries where
their lender bank has some deep roots

⇒ bright side of international banks (advocated as important transmission
channel of adverse shocks)

Policy perspective: results give indirect insights on the effectiveness of export-
promotion initiatives implemented by governments worldwide

- Some form of information sharing is already embedded in the free market
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Backup slides



Acquisitions in the sample Back
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Stats on treated

15.9% of the sample are treated firms:

12.6% of treated firms already exporting before the M&A → in line with share
of exporting firms connected with other domestic banks (11.8%)

After the M&A: jump to 21.8% → get closer to companies of internationalized
banking groups (24.7% exporters)

Back
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Diffusion of trade-finance products

Source: Niepmann and Schmidt-Eisenlohr (JIE 2017a)

Somewhat limited use: LCs cover only 13% of the world trade (1.8% for DCs)

Even less so for Italy (6%), lowest share among the top-ten exporting countries

Sizable fees and fixed costs → mainly used by large companies

Average value of export transactions employing LCs is $680k ($120k for DCs),
more than 13-times the median trade transaction in our sample ($50k)

Back

E. Brancati (Sapienza & IZA) Help in a Foreign Land 03/23/2023 31 / 28



Foreign branches involved in the acquisitions

Back
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Top-50 destination markets

Back
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Descriptive statistics (firm-level) Back
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Alternative clustering

Back
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Alternative samples

Back
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Alternative samples (cont’d)

Back
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Never exporting before t− 1

Back
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The role of import

Back
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Autoregressive model (no sample constraint)

Back
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Delay in the treatment

Back
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Callaway and Sant’anna (2021) staggered DID
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Robustness: logistic model

Back
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Robustness: excluding top destination

countries

Back
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Survey-based measures

A) Were there any factors that in the past limited or prevented the firm’s penetration
into international markets?

In case of a positive answer, firms were allowed to choose among the following options:

i) lack of financial resources (Finance, 7.8% of the sample)

ii) excessive riskiness of trade (Risk, 6.7%)

iii) lack of specific information on the destination country (Information, 6.3%)

iv) characteristics of the goods produced by the firm that are not suitable for foreign
markets (Product, 11.5%)

v) a residual option for other factors (Other, 14.9%)

Back
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Bank credit
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Extensive margins: explorative (firm-level)

E. Brancati (Sapienza & IZA) Help in a Foreign Land 03/23/2023 47 / 28



Pre-trends (firm-level)
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