


Figure 1. Nonbank Institutional Investor (I1) Participation in Loan Syndication
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Figure 3. The Aggregate Time Series of CDS Premium over LIBOR
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Table 1. Summary of Variables

This table reports the summary statistics of the main variables. Definitions of the variables are provided

in the Appendix. The total number of loan facilities with matched information from Compustat is 13,375.
Summary statistics of the variable in its original form are reported before the log transformation. Panel A
provides descriptive statistics. Panel B reports the pair-wise correlation coefficients among main variables.

Panel A: Summary statistics of main variables

Mean Std. Dev. 25th Percentile Median 75th Percentile
spread 164.704 118.551 67.500 150.000 250.000
Il participation 0.423 0.494 0.000 0.000 1.000
I1 major participation 0.245 0.430 0.000 0.000 0.000
dual-holder 0.087 0.281 0.000 0.000 0.000
facilityamt (mil) 358.092 817.972 44.825 136.032 363.025
facilityamt (log) 4.824 1.542 3.803 4.913 5.894
maturity 47.190 209.830 24.000 48.000 60.000
maturity (log) 3.615 0.711 3.178 3.871 4.094
secured 0.478 0.500 0.000 0.000 1.000
missingsecured 0.335 0.472 0.000 0.000 1.000
revolver 0.761 0.426 1.000 1.000 1.000
Ibotakeover 0.194 0.396 0.000 0.000 0.000
numlender 8.172 8.899 2.000 5.000 11.000
numlender (log) 1.840 0.863 1.099 1.792 2.485
assets (mil) 3363.470 7431.981 190.600 643.590 2487.150
assets (log) 6.579 1.801 5.250 6.467 7.819
b2m 0.592 0.608 0.287 0.479 0.754
growth 0.230 0.516 0.030 0.118 0.266
herfindahl 0.794 0.260 0.540 1.000 1.000
inst 0.501 0.247 0.315 0.517 0.694
stkretindadj -0.001 0.040 -0.021 -0.001 0.017
altman 3.568 2.533 1.898 3.021 4.595
sprate 5.773 6.519 0.000 0.000 12.000
notsprated 0.520 0.500 0.000 1.000 1.000
analyst 10.425 9.390 3.000 8.000 16.000
analyst (log) 2.022 1.011 1.386 2.197 2.833
stkvol 0.132 0.067 0.085 0.120 0.155
amihud 0.303 0.599 0.037 0.100 0.288
sp500 0.225 0.418 0.000 0.000 0.000
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Panel B: Correlations among main variables

1 2 3 4 5 6 7 8 9 10 11 12
1  spread 1.00
2 1l participation 0.25 1.00
3 Il major participation 0.21 0.67 1.00
4 dual-holder -0.16  0.26 0.36 1.00
5  Facilityamt (log) -0.38  0.13 0.25 0.31 1.00
6  maturity (log) 0.16 0.09 0.11 -0.08 0.03 1.00
7  secured 0.53 0.15 0.13 -0.16 -0.30 0.22 1.00
8  missingsecured -029 -0.12 -0.13 0.04 0.15 -0.16 -0.68 1.00
9  revolver -0.39 -0.12 -0.11 0.07 0.18 -0.29 -0.25 0.12 1.00
10 Ibotakeover 0.17 0.09 0.07 -0.05 0.01 0.21 0.20 -0.14 -0.24 1.00
11 numlender -0.25 0.15 0.38 0.32 0.69 0.08 -0.17 0.01 0.07 0.04 1.00
12 assets (log) -0.39 013 0.24 0.38 0.80 -0.14 -0.39 0.25 0.13 -0.14 0.61 1.00
13 b2m 0.20 0.05 0.00 -0.07 -0.16 -0.02 0.13 -0.07 -0.02 -0.04 -0.13 -0.12
14 growth 0.08 0.02 -0.01 -0.03 -0.08 0.03 0.12 -0.07 -0.05 0.05 -0.07 -0.13
15  herfindahl 0.11 0.00 -0.07 -0.11 -0.20 0.08 0.14 -0.08 -0.06 0.05 -0.16 -0.28
16  inst -0.23  0.07 0.15 0.20 0.46 0.01 -0.20 0.08 0.07 -0.01 0.38 0.52
17  stkretindadj -0.06 -0.03 -0.03 0.01 0.00 0.08 0.00 0.00 -0.01 0.06 0.02 -0.05
18 altman -0.26 -0.12 -0.15 -0.02 -0.07 -0.03 -0.12 0.02 0.11 0.06 -0.09 -0.16
19  sprate 0.01 0.17 0.25 0.17 0.42 0.03 -0.05 0.04 -0.03 -0.06 0.37 0.51
20 notsprated 019 -013 -0.23 -0.26 -0.56 0.07 0.21 -0.14 -0.06 0.09 -0.46 -0.69
21  analyst (log) -042  0.03 0.09 0.27 0.64 -0.11 -0.34 0.21 0.15 -0.08 0.46 0.72
22 stkvol 0.44 0.10 0.07 -012 -0.32 0.00 0.30 -0.15 -0.12 -0.03 -0.25 -0.33
23 amihud 0.29 0.00 -0.06 -0.14 -0.46 0.02 0.22 -0.12 -0.10 0.01 -0.34 -0.51
24 sp500 -0.38  0.04 0.09 0.32 0.53 -0.18 -0.35 0.23 0.15 -0.11 0.37 0.67
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13 14 15 16 17 18 19 20 21 22 23 24
13 b2m 1.00
14 growth -0.06  1.00
15  herfindahl 0.02 0.11 1.00
16 inst -0.16 -015 -0.16 1.00
17  stkretindadj -0.20 0.03 0.03 -0.02 1.00
18 altman -0.19  0.02 0.11 0.12 0.14 1.00
19 sprate -005 -006 -015 029 -002 -0.34 1.00
20 notsprated 0.10 0.10 023 -035 0.03 0.26 -0.92 1.00
21  analyst (log) -022 -0.06 -010 056 -0.05 0.11 0.34 -0.49 1.00
22 stkvol 0.09 0.13 012 -026 0.15 -0.11 -0.04 0.19 -0.24 1.00
23 amihud 0.25 0.01 011 -049 -0.02 -0.13 -0.25 0.32 -0.58 0.23 1.00
24 sp500 -0.15 -0.12 -022 029 -0.03 0.02 0.25 -0.47 0.54 -0.26 -0.25 1.00
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Table 2. Determinants of Nonbank Institutional Investors' Participation in Loans

Definitions of all variables are provided in the Appendix. The dependent variable is an indicator variable
for nonbank institutional investors' (11) participation in loan syndication: measured by Il participation in
column (1) and 1l major participation in column (2). The analysis is conducted at the loan facility level.
Both specifications are estimated by probit. Year fixed effects are included but not reported. The t-
statistics are based on standard errors clustered at the firm level. dPr/dx represents incremental change in
predicted probability change for one unit of change in the regressor, while holding other regressors at
their respective mean levels.

(1) 1l Participation (2) 1l Major Participation

coef t-stat dPr/dx coef t-stat dPr/dx
facilityamt 0.060 3.038 2.29% 0.105 525 2.92%
maturity 0.102 430 3.93% 0.127 5.01 354%
secured 0.405 757 1547% 0.407 755 11.43%
missingsecured -0.028 -0.58 -1.06% 0.003 0.06 0.09%
revolver -0.234 -7.68 -9.10% -0.166 -541 -4.79%
Ibotakeover 0.172 356 6.69% 0.302 592 9.07%
numlender 0.684 20.65 26.24% 0.111 342 3.11%
assets 0.061 223 2.35% 0.094 322 2.61%
b2m 0.002 0.05 0.06% 0.052 1.60 1.46%
growth 0.057 155 2.19% 0.097 235 271%
herfindahl 0122 151 4.67% 0.329 381 9.16%
inst -0.375 -3.57 -14.41% -0.337 -3.00 -9.40%
stkretindadj -2.216 -4.88 -85.07% -1.460 -3.01 -40.73%
altman -0.020 -2.17 -0.77% -0.018 -1.76 -0.50%
sprate 0.036 3.69 1.37% 0.032 3.13 0.90%
notsprated 0.318 219 12.12% 0.351 230 9.72%
analyst -0.103 -3.24 -3.94% -0.057 -1.74 -1.60%
stkvol 2419 7.05 92.89% 1.581 458 44.09%
amihud 0.110 254 421% 0.120 2.84 3.36%
sp500 0.122 178 4.73% 0.205 2.77 5.99%
#obs and Pseudo-R* 13375 0.269 13375 0.169
% (Dep Var =1) 0.42 0.25
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Table 3. Determinants of Nonbank Institutional Dual-Holding

Definitions of all variables are provided in the Appendix. The dependent variable is an indicator variable for the occurrence of dual-holding of debt and
equity in the same borrowing company by nonbank institutional investors (11), and the analysis is conducted at the loan facility level. Column (1) analyzes
the full sample, while columns (2) and (3) focus on the subsamples of loan facilities that have Il participation and Il major participation. In column (3), we
also require the dual-holder to be a major participant in the loan syndicate. All specifications are estimated by probit. Year fixed effects are included but
not reported. The t-statistics are based on standard errors clustered at the firm level. dPr/dx represents incremental change in predicted probability change
for one unit of change in the regressor, while holding other regressors at their respective mean levels.

(1) All Loan Facilities (2) Subsample: 11 Participation (3) Subsample: 11 Major Participation

coef t-stat dPr/dx coef t-stat dPr/dx coef t-stat dPr/dx
facilityamt 0.045 1.21 0.07% 0.024 0.61 0.32% 0.097 1.81 1.08%
maturity 0.063 1.79 0.10% 0.034 0.80 0.44% 0.019 0.33 0.21%
secured -0.256  -2.94  -0.40% -0.389 -4.12 -5.26% -0.326 -2.37 -3.87%
missingsecured -0.176  -2.68 -0.25% -0.098 -1.26 -1.23% 0.170 1.53 2.03%
revolver 0.014 0.22 0.02% 0.115 1.77 1.44% -0.051 -0.64 -0.57%
Ibotakeover 0.133 1.43 0.23% 0.063 0.62 0.84% 0.031 0.24 0.35%
numlender 0.539 9.81 0.83% 0.275 4.19 3.58% 0.123 1.64 1.37%
assets 0.207 4.05 0.32% 0.231 4.22 3.00% 0.313 3.93 3.48%
b2m -0.035  -0.50 -0.05% -0.057 -0.77 -0.74% -0.070 -0.72 -0.78%
growth 0.182 2.80 0.28% 0.134 1.95 1.74% 0.126 1.73 1.40%
herfindahl 0.012 0.10 0.02% 0.039 0.29 0.51% 0.254 1.41 2.83%
inst 0.072 0.37 0.11% 0.219 1.02 2.84% 0.482 1.76 5.37%
stkretindadj 2.671 2.83 4.13% 2.953 2.96 38.43% 5.324 3.65 59.25%
altman 0.006 0.29 0.01% 0.025 1.16 0.33% 0.041 1.40 0.46%
sprate 0.000 0.00 0.00% -0.011 -0.58 -0.15% 0.001 0.04 0.01%
notsprated -0.049 -0.21 -0.08% -0.145 -0.52 -1.84% -0.180 -0.49 -1.95%
analyst 0.103 1.58 0.16% 0.100 1.37 1.30% 0.220 2.08 2.45%
stkvol -0.890 -1.31 -1.38% -1.552 -2.09 -20.21% -2.344 -2.42 -26.09%
amihud -0.734  -1.56 -1.13% -1.032 -1.77 -13.43% 0.059 0.24 0.65%
sp500 0.226 2.19 0.41% 0.246 2.14 3.49% -0.122 -0.78 -1.29%
#obs and Pseudo-R®> 13375  0.406 5654 0.366 3281 0.371
% (Dep Var = 1) 0.087 0.205 0.171
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Table 4. Determinants of Loan Yield Spreads

Definitions of all variables are provided in the Appendix. The dependent variable is the all-in-drawn loan yield spread in bps, and the analysis is
conducted at the loan facility level. Column (1) and (2) employ the full sample. Columns (3) and (4) focus on the subsamples of loan facilities that have Il
participation and Il major participation, while column (5) uses the subsample of loan facilities with borrower being the S&P 500 members. In column (4),
we also require the dual-holder to be a major participant in the loan syndicate. All specifications are estimated by linear regression with year fixed effects.
The t-statistics are based on standard errors clustered at the firm level.

Panel A: Pooled Regressions

Il Major
All Loan Facilities Il Participation Participfettion S&P 500 Member
() 2 @) 4) (©)
coef t-stat coef t-stat coef t-stat Coef t-stat coef t-stat
Il participation 35.318 14.78 21.350 5.32
I1 major participation 34.357 11.97
dual-holder -22.346 -6.33 -18.072 -5.29 -12.268 -3.21 -15.009  -2.83 -16.030  -3.69
facilityamt -4.684 -3.75 -5.060 -4.02 -12.26  -5.89 -11.276  -4.64 -3.803 -1.95
maturity -0.602 -0.39 -0.642 -0.41 -0.322  -0.12 -3.188 -0.74 0.071 0.04
secured 61.04 23.73 61.588 23.76 62.685  13.72 64.655 9.64 89.436 12.11
missingsecured 15.704 7.42 15.567 7.33 22.682 5.60 26.382 4.25 0.302 0.10
revolver -51.04 -21.35 -51.624 -21.51 -67.815 -17.28 -72.647  -13.02 -51.575  -8.11
Ibotakeover 26.923 10.79 25.999 10.31 34.452 8.79 35.430 6.44 19.549 3.97
numlender -10.935 -6.07 -5.092 -2.94 -16.846  -4.96 -17.854 -4.4 -7.174 -3.09
assets -3.002 -1.64 -3.403 -1.84 2.476 0.83 3.956 0.95 10.348 3.25
b2m 6.522 2.50 5.868 2.22 6.053 1.77 3.456 0.85 5.549 0.52
growth -0.116 -0.05 -0.470 -0.20 -5.089  -1.36 -9.361 -2.00 -8.686 -0.83
herfindahl 6.580 1.50 4811 1.10 5.945 0.90 4.373 0.49 -4.660 -0.76
inst -5.200 -0.80 -5.331 -0.82 -1.262  -0.11 1.617 0.10 -6.725 -0.51
stkretindadj -191.413 -6.45 -199.413 -6.77 -218.21  -4.30 -226.509  -3.47 -377.567  -3.26
altman -5.670 -10.12 -5.726 -10.21 -5.950 -5.74 -5.654 -3.91 -2.302 -2.44
sprate 8.646 10.78 8.631 10.64 9.567 8.02 10.306 6.06 9.413 8.05
notsprated 111.845 10.25 110.711 10.07 132.821  8.02 157.362 6.47 106.424 8.16
analyst -8.742 -4.10 -9.326 -4.33 -11.207  -2.75 -12.690  -2.28 -9.401 -1.82
stkvol 284.138 11.18 291.599 11.50 337.113 842 350.303 6.96 363.855  4.90
amihud 3.471 1.33 3.385 1.26 0.100 0.02 -6.036 -0.96 -32.352  -0.53
sp500 5.749 1.38 4.729 1.11 15.022 2.55 13.370 1.60
#obs and Adjusted R’ 13375 0.57 13375 0.57 5654 0.58 3281 0.54 3010 0.66
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Panel B: Regressions with Firm Fixed Effects

Il Major
All Loan Facilities Il Participation Participation S&P 500 Member
(@) (2 3 4 ®)
coef t-stat coef t-stat coef t-stat coef t-stat coef t-stat
Il participation 23.885 9.66 9.193 2.37
Il major participation 22.106 7.23
dual-holder -18.177 -5.19 -14.152 -4.13 -9.512 -2.11 -19.055 -2.46 -10.199 -2.26
Other controls Yes Yes Yes Yes Yes
#obs and Adjusted R? 13375 0.55 13375 0.55 5654 0.55 3281 0.51 3010 0.64
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Table 5. Determinants of Loan Yield Spreads — Treatment Effect Analysis

Definitions of all variables are provided in the Appendix. The dependent variable is the all-in-drawn loan yield
spread, and the analysis is conducted at the loan facility level. Columns (1) and (2) employ the subsamples of
loan facilities that have 11 participation and Il major participation, respectively. In column (2), we also require the
dual-holder to be a major participant in the loan syndicate. All specifications are estimated by treatment
regressions with year fixed effects. inst and amihud serve as instruments. The t-statistics are based on standard
errors clustered at the firm level.

(2) 11 Major
(1) 1 Participation Participation

coef t-stat coef t-stat
dual-holder -54.576 -4.42 -48.509 -2.83
Facilityamt -12.347 -1.77 -10.974 -4.93
Maturity -0.693 -0.32 -3.757 -1.17
Secured 58.573 14.49 62.821 10.58
Missingsecured 20.731 5.47 27.920 4.75
Revolver -66.775 -22.37 -72.399 -17.73
Lbotakeover 34.755 10.68 35.974 7.95
Numlender -15.511 -7.24 -17.181 -6.01
Assets 4.345 2.35 6.319 2.37
h2m 5.585 3.11 2.532 1.06
Growth -3.889 -1.67 -8.552 -2.93
Herfindahl 7.284 1.53 6.126 0.87
Stkretindad -210.900 -7.03 -212.987 -5.22
Altman -5.862 -9.62 -5.361 -6.31
Sprate 9.055 14.52 10.070 11.24
Notsprated 126.065 13.14 153.723 10.76
Analyst -11.064 -5.69 -10.759 -3.85
Stkvol 329.796 15.89 341.267 12.03
sp500 21.435 4.70 13.995 2.17
Exogeneity test:
) 0.29 0.21
A 26.18 7.3 20.41 10.10
#obs 5654 3281
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Table 6. Debt and Equity Investment Horizons of Dual-Holders

Panel A compares the total number of loan facilities (or the total dollar amount of these facilities) that the same
lender participates before and after the current loan deal date, scaled by the borrower’s total number (amount) of
newly initiated loans during the same period, between dual-holders and non dual-holders. The 2006 deals are
excluded from the post-period calculation. Panel B reports the investment horizon (in quarters) between the first
time that a dual-holder's quarter-end equity position in the company rises to be significant ($2 million or $5
million in the case of borrowers’ parent firm in 2006 dollars or 1% of the borrowing firm) and the loan deal date,
between the loan deal date and the first time that the same institution’s quarter-end position falls below to be
significant, and the total duration. Panel C compares the equity investment horizon by the dual-holders in the
borrowers vis-a-vis the same institutions' holdings in a similar company (matched by industry and market
capitalization) with no concurrent lending relationship.

Panel A: Debt Investment Horizons — Comparison of Lending Relations between Borrowers and Creditors

Dual-Holders Non-Dual-Holders Difference t-stat

Prior #Deals 0.420 0.386 -0.034 -4.77
Prior Amount 0.455 0.419 -0.036 -4.97
Post #Deals (Ex. 2006 loans) 0.710 0.568 -0.142 -20.38
Post Amount (Ex. 2006 loans) 0.709 0.568 -0.141 -19.02

Panel B. Equity Investment Horizon in the Borrower by Dual-Holders

25th percentile median 75th percentile mean
Before Loan Deal 8 20 33 23.439
After Loan Deal 6 12 21 15.255
Total Holding Period 14 31 41 32.306

Panel C. Comparison of Equity Investment Horizon by Dual-Holders

Borrowers Non-Borrowers Difference  t-stat
Before Loan Deal 23.439 20.764 -2.68 -8.78
After Loan Deal 15.255 14.458 -0.80 -4.71
Total Holding Period 32.306 28.600 -3.71 -12.85
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Table 7. The Before-After Changes in Borrowers’ Credit Quality

This table examines the difference in various credit quality measures between new loan-receiving companies
(with and without dual-holders) and comparable companies. Comparable companies are drawn from the universe
of companies that ever appear in the DealScan database from 1981 to 2007, and are matched based on the same
year, same industry, and similar size. Also reported are the differences-in-differences of each type of borrowers
across time, and that between the two types of borrowers. The time horizon is from two years before the loan
origination year (t-2) to two years afterwards (t+2). Standard errors are clustered at the firm level. The credit
quality measures in Panels A to C are the Altman Z-score, the modified Altman Z-score excluding the leverage
component, and stock return idiosyncratic volatility (from a Fama-French three-factor model), respectively. The
number of observations is 43,330. In Panel D, the dependent variable is the spread on the credit derivative swaps
(five-year standard contract), in logarithm. The data spans from 2001 to 2006, and the number of observations is
2,322.

Panel A: Altman Z-scores

(1) Loans w/ Dual-Holders (2) Other Loans D) -(2)

Difference t-stat Difference t-stat Dif-in-Dif t-stat
t-2 -0.621 -5.00 0.037 0.97 -0.657 -5.19
t-1 -0.712 -5.22 0.008 0.19 -0.720 -5.29
T -1.063 -8.22 -0.386 -8.78 -0.677 -5.28
t+1 -1.107 -7.88 -0.581 -13.14 -0.526 -3.77
t+2 -0.955 -6.78 -0.530 -13.72 -0.424 -2.99
Dif-in-Dif: (t+2) - t 0.108 0.55 -0.144 -2.44
Dif-in-Dif: (t+2)-(t-2) -0.334 -1.82 -0.567 -10.74

Panel B: Altman Z-scores Excluding Leverage

(1) Loans w/ Dual-Holders (2) Other Loans (1) -(2)

Difference t-stat Difference t-stat Dif-in-Dif t-stat
t-2 -0.020 -0.40 0.136 7.71 -0.156 -3.03
t-1 0.018 0.32 0.164 7.94 -0.146 -2.59
T -0.096 -1.69 0.062 2.86 -0.158 -2.81
t+1 -0.096 -1.52 0.036 1.57 -0.132 -2.11
t+2 -0.080 -1.34 0.021 1.05 -0.102 -1.68
Dif-in-Dif: (t+2) - t 0.015 0.18 -0.041 -1.36
Dif-in-Dif: (t+2)-(t-2) -0.060 -0.78 -0.115 -4.37
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Panel C: Stock Return Idiosyncratic Volatility

(1) Loans w/ Dual-Holders (2) Other Loans D -(2)

Difference t-stat Difference t-stat Dif-in-Dif t-stat
t-2 -0.375% -0.44 -2.144% -7.34 1.769% 2.01
t-1 -0.314% -0.42 -1.968% -6.44 1.653% 2.14
T 0.614% 0.92 -1.033% -3.37 1.647% 2.39
t+1 1.377% 1.89 -0.712% -2.24 2.089% 2.84
t+2 1.398% 2.00 -0.003% -0.01 1.401% 1.93
Dif-in-Dif: (t+2) - t 0.784% 0.79 1.030% 2.30
Dif-in-Dif: (t+2)-(t-2) 1.773% 1.65 2.141% 5.05
Panel D: Spread on Credit Derivative Swaps

(1) Loans w/ Dual-
Holders (2) Other Loans D) -(2)

Difference t-stat Difference t-stat Dif-in-Dif t-stat
t-2 0.245 2.44 -0.039 -0.47 0.296 2.36
t-1 0.295 3.27 0.093 1.17 0.201 2.04
T 0.234 3.15 0.138 1.88 0.109 1.24
t+1 0.231 3.30 0.109 1.69 0.132 1.62
t+2 0.116 1.64 0.152 2.77 -0.032 -0.37
Dif-in-Dif: (t+2) - t -0.118 -1.15 0.014 0.15
Dif-in-Dif: (t+2)-(t-2) -0.129 -1.01 0.191 2.05

54



