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Does Foreign Bank Offer a Lower Interest Rate?
——Evidence and Interpretation from Syndicated

Loan in Emerging Markets

WU Weixing, JIANG Tao (University of International Business and Economics, 100029)
Abstract: Under the background of the “one belt and one road”, not only China’s manufacturing enterprises are
going global, commercial banks and other financial institutions also face going global. Due to the majority of
countries along the belt and road are emerging economies and developing countries, the study of characteristics
of syndicated loan in emerging markets provides recommendations for China’s banks going global. This paper
investigates whether foreign bank participation affects the loan pricing in emerging markets, including Brazil,
India, China, Indonesia, Malaysia, Mexico, Russia, South Africa, Thailand, and Philippine from 1989 to
2015. The results show that foreign banks’ activities can account for a low-interest rate of syndicated loan in the
emerging markets. The result comes from the competitiveness of foreign lead banks. We also find that home
currency domination tends to increase the spread of foreign banks’ loan.
Keywords: Foreign Banks, Loan Spread, Syndicated L.oan, Emerging Markets
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