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Abstract

This paper studies how interstate banking deregulation affects credit supply, focusing on

distinguishing the balance sheet and bank competition channels. Using a regression dis-

continuity design, I find that interstate banking deregulation affects credit supply, not only

by legally impacted commercial banks, but also by non-legally impacted non-bank lenders.

Controlling for lender-year fixed effects to isolate the balance sheet effect, I find that credit

supply by the same lender varies with interstate banking restrictions in different states.

Overall, the results suggest that the impact of interstate banking deregulation is mostly

driven by the bank competition channel.
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