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Abstract
Using a unique and huge firm-bank matched dataset, this paper examines the evolution of geographical
distance between a firm and its main bank in Japan during 2000-2010. We find, first, that the
borrower-lender distance increased modestly in Japan between 2000 and 2010. Second, for firms that had
relocated their headquarters, we find that more than 60 percent of these firms did not change their
transacting bank branches. Moreover, lending distances of relocating firms increased significantly after
the move. This suggests that it is relational proximity, rather than geographical proximity, that matters for
small business lending in Japan. Finally, our multivariate regressions confirm that the relocation of firms
as well as the change in the location of their main bank branches is positively associated with the lending

distance after controlling for various borrower/lender characteristics.
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