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Paper in a Nutshell

SME access to credit

1. Focus: Business credit cards

2. Micro implications

3. Macro implications

I have learned a lot and believe the main message

Main comment: push the envelope on applications
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Focus: Business Credit Cards

Revolving credit for SME → Great agenda!

• Dual role of credit: smooth uncertain cash-flow shocks

• SMEs face lots of uncertainty, liquidity management especially important

but hard to study!

Data availability: Classical work = big firms in Dealscan

• Mid-size firms = Y-14 =⇒ very different credit lines! [Chodorow-Reich et al. 22]

• Small businesses = credit cards common → Novel data!

Subtle economics: different from term lending → Model!

• Optionality, control rights, dynamics

• Insurance (commitment) vs. relationship/monitoring (discretion)

• Banks and non-banks are involved
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Micro Implications: Market Power

Key finding: high borrowing rates driven by market power

• Driven by markups, not default probability or funding cost

Very important!

• Plausible, robust

• Need a model to make this claim

Advice: Push the envelope, explain source of markups - low substitutability btw banks vs. non-banks?

Caveat: need strong assumptions given data limitations

• No loan-level rate data: largely ignore risk-based pricing

• No lender id: forced to pool lenders into groups

→ crude picture of contracting and market structure
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Macro Implications: Bank Capital

1. Crisis: liquidity demand shock (COVID) vs. funding shock (GFC)

• Key finding: large draw-downs do not hurt at all since markups are so high!

• Push link with micro: quantify trade-off between market power and financial stability

• In Y-14 data, no draw-down from smaller firms: maybe not as profitable?

2. Capital regulation: risk weight on undrawn credit

• Impact largely driven by safer borrowers with lower utilization

• Substitution towards unregulated non-banks, small effects on borrowers

• Push link with substitutability between banks and non-banks
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