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Abstract

As a representative form of shadow banking in informal financing channels, entrusted loans have always
attracted the attention of academia and regulatory authorities. The entrusted loan of the parent-subsidiary
company of the enterprise group is the redeployment of funds by the parent company relying on the internal
capital market in the case of poor external credit channels of the subsidiary. The parent company issues
entrusted loans to subsidiaries, although it can rely on the internal capital market to allocate funds to alleviate
the problem of insufficient external financing of subsidiaries. However, under the close equity connection,
there is also a certain cost-benefit mismatch. The migration of the fund allocation function to the internal
capital market under the background of external financing congestion will bring about the internalization of
the parent company 's risk and may be expanded to the enterprise group as a whole through the ' contagion
effect . In contrast, as the main body of China 's indirect financing financial system, the industry pattern of
banks has experienced the development process from high monopoly to common competition with the
gradual relaxation of regulation. The hierarchical management system implemented by China 's banking
industry enables banks to improve their network layout structure through the laying of branches in theory, so
as to enhance their influence and compete for financial resources. At the same time, the " Measures for the
Administration of Off-site Branches of City Commercial Banks " issued by the China Banking Regulatory
Commission in 2006 and the " Opinions on the Adjustment of Market Access Policy for Branches of Small
and Medium-sized Banks " issued in 2009 broke the restrictions on the establishment of branches of non-
state-owned banks at the practical level. In this context, the re-allocation of credit resources in the spatial
dimension accompanying the expansion of banking branches, whether the capital allocation within the
enterprise group can be squeezed out through the replenishment of external financing, that is, the entrusted
loan of parent-subsidiary companies, thereby alleviating the financial risk of the parent company, is the focus
of this thesis.

Based on this, this thesis manually collects the entrusted loan data of listed companies in China from
2007 to 2021, takes the expansion of bank branches as the measurement basis of banking competition, and
examines its impact on the scale of entrusted loan issuance. On this basis, it further explores the marginal
impact of macro environmental factors and the characteristics of both lenders and borrowers on the main
conclusions. The main conclusions of this thesis are as follows : First of all, the intensified competition in
the banking industry where the subsidiary is located makes the scale of entrusted loans issued by the parent
company smaller, and this conclusion is still valid after a series of robustness tests. Secondly, the crowding-

out effect of banking competition in the location of subsidiaries on the issuance of entrusted loans by the



parent company is more obvious in the groups with looser monetary policy, larger subsidiaries, non-polluting
industries and greater operating risks of the parent company. Furthermore, the intensified competition in the
banking industry not only crowds out the subsidiary 's demand for entrusted loans from the parent company,
but also enhances its independent debt capacity. The withdrawal of the parent company 's alternative
financing role has slowed down its financial risks.

The research significance and policy implications of this thesis are as follows : Firstly, it provides policy
recommendations for promoting the reform of indirect financing system and giving full play to the auxiliary
role of finance in the real economy. From the perspective of policy makers, it responds to the reform of
indirect financing system with a ' step-by-step, positive and promising ' attitude. Secondly, it provides policy
ideas for the governance of shadow banking issues to resolve major financial risk issues. From the perspective
of regulators, its response to the governance of shadow banking adheres to the idea of ' suiting the remedy to
the case and combining dredging and blocking '. Furthermore, it provides useful thinking for the parent
company of the enterprise group to transfer internalized risks and achieve sustainable and healthy
development. From the perspective of the parent company of the enterprise group, it should pay more
attention to the subsidiaries that have a large demand for the parent company 's entrusted loans.

Key words: Banking competition ; Entrusted loans ; Enterprise group ; Shadow banking
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