Accepted Manuscript

How collateral laws shape lending and sectoral activity

Charles W. Calomiris , Mauricio Larrain, José Liberti,
Jason Sturgess

Pl S0304-405X(16)30156-8 =2
DOI: 10.1016/j.jfineco.2016.09.005 e
Reference: FINEC 2698 -

To appear in: Journal of Financial Economics

Received date: 5 October 2015

Revised date: 13 January 2016

Accepted date: 9 February 2016

Please cite this article as: Charles W. Calomiris , Mauricio Larrain, José Liberti, Jason Sturgess ,
How collateral laws shape lending and sectoral activity, Journal of Financial Economics (2016), doi:
10.1016/j.jfineco.2016.09.005

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


http://dx.doi.org/10.1016/j.jfineco.2016.09.005
http://dx.doi.org/10.1016/j.jfineco.2016.09.005

How collateral laws shape lending and sectoral activity*

Charles W. Calomiris **, Mauricio Larrain ", José Liberti “¢, and Jason Sturgess

2*Columbia Business School, 3022 Broadway, Uris Hall, New York, NY 10027, United States

® National Bureau of Economic Research, 1050 Massachusetts Avenue, Cambridge, MA 02138, United States

¢ Pontificia Universidad Catélica de Chile School of Management, Avda. Vicufia Mackenna 4860, Santiago, Chile
? DePaul University, Driehaus College of Business, 1 E Jackson Boulevard, Chicago, IL 60604, United States

¢ Northwestern University, Kellogg School of Management, 2001 Sheridan Road, Evanston, IL 60208; Wnited
States

ABSTRACT

We demonstrate the central importance of creditors’ ability to use movable assets as collateral (as distinct
from immovable real estate) when borrowing from banks. Using a unigue cross-country micro-level loan
data set containing loan-to-value ratios for different assets, we “find“that loan-to-values of loans
collateralized with movable assets are lower in countries with weak collateral laws, relative to immovable
assets, and that lending is biased toward the use of immovableassets. Using sector-level data, we find that
weak movable collateral laws create distortions in the allocation of resources that favor immovable-based
production and investment. An analysis of Slovakia’s collateral law reform confirms our findings.
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