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Will CEO’s political connection increase financial risk of bank loans:
Based on the per spective of loans diversity

YUE Feifei, ZHANG Jintao
(School of Business, Jinan University, Jinan 250002, China)

Abstract: The loans effect of political connection has drawn wide attention from academia. Based on the perspective of
loans diversity and the data of companies in DEM from 2012 to 2015, we use OLS and PSM to analyze the relationship
between CEO’s political connection and financial risk of bank loans. We find that the bigger the amount, the longer the
term of bank loans, and the greater financial risk companies have. CEO’s political connection can increase financial risk
by tending to choose loans method which lacks diversity for the companies with political connection so that attaining a
bigger amount of bank loan increases financial risk. Besides, CEO’s political connection prefers to choose some credits
other than the three major lending options. The research conclusions confirm that CEO’s political connection will
increase financial risk of bank loans.

Key Words: CEO’s political connection; bank loan; financial risk; loan diversity
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