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Abstract

In this paper, I examine the effect of bank loan supply shocks, using bank lending
stance shocks derived from the Short-term Economic Survey of Enterprises (Tankan)
survey data in Japan. The identified bank lending stance shocks enable us to inves-
tigate the effect of loan supply shocks on the real economy over the past 30 years
in a consistent manner, thereby leading to three main conclusions. First, a neg-
ative bank loan supply shock, which means a tightening of banks’ lending stance,
significantly decreases real GDP growth rates. However, loan supply shocks were
not main driving factors for fluctuations of the real economy; the contribution of
bank loan supply shocks to GDP is approximately 7%. Second, I show that the
effect of negative bank loan supply shocks during the late 1990s banking crisis was
substantially larger if compared to that during the 2008 crisis. Third, I find that
the economy with a zero lower bound constraint is more vulnerable to an adverse
loan supply shock compared to that without that as predicted by existing theoret-
ical models. In a zero lower bound environment, loan supply shocks contribute to
approximately 15% of the GDP fluctuations.
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