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This paper examines stock price responses to 146 syndicated loan

announcements in Taiwan from January 1992 to June 2001. The positive an

significant market response o loan announcements values the unique screening,

monitoring. and certification services provided by banks. The information

content of syndicated loan announcements is significantly linked to various
characteristics of bank loans, lenders, and borrowers. The results indicate that
loan announcement effects are positively associated with continuing interaction
between lenders and borrowers. macroeconomic uncertainty, and financial risk
and informational opaqueness of borrowers. The loans providing cash-
financing service have larger announcement effects than those providing
notes-issuing service. Consistent with the contractual flexibility hypothesis, the
loan announcement effect is found to be inversely related to the number of

banks participating in a syndica

ted loan. The evidence further suggests that

loans led purely by fore

n banks generate smaller market responses than those

led by domestic banks, which implies that the informational distance resulting
from geographical and cultural differences between lenders and borrowers

could diminish loan announcement effects on stock prices
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