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The Internal Mechanism and the Determinants of Loan Contracts

LIU Weiguo', GUAN Shuxue’

(1. Management School Nanjing Audit University, Nanjing 211815, China;
2. Shaanxi Branch, China Construction Bank, Xi’an 710001, China)

Abstract; Based on signal theory, asymmetric information theory, relationship lending theory and debt cost theory, the paper
analyses the internal mechanism of loan contract such as endogenous variable interest rate, security and duration and the key
exogenous variables impacting the credit contract, and proposes some core theoretical assumptions that need to verify. Consid-
ering the circumstances that elements interests, security and duration are endogenous, a structural equation model is estab-
lished. Finally, the identification of solution is verified and the theoretical solution is presented on structural equation model.

Key Words: loan contract; relationship lending; internal mechanism; two-stage regression
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