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Abstract
The evidence in this paper suggests a substantial difference in the quality of information that is contained in the use of foreign bank debt relative to domestic bank debt by emerging market firms.  In an emerging market, firms access to the foreign debt market or having foreign bank monitoring create extra value than do of the domestic banks.  
Our results show that more concentrated banking structures are value enhancing. Firms that the use of foreign bank debt is associated with increased performance; while, interestingly, the use of domestic bank debt, in and of itself, is not value enhancing. Our results also suggest that the use of collateral for domestic bank debt carries with it little information about the firm’s performance.  The opposite is true for foreign bank collateral, where the relationship between the use of collateral by foreign banks and firm performance is positive.  
In emerging markets, borrowers are limited in their ability to credibly signal their quality by offering up collateral as security against their loans.  Collateral is universally mandated by emerging market banks, consequently, a pooling equilibrium results where all borrowing firms offer collaterals and are subjected to the same or substantially similar interest rate.  In contrast, foreign banks have more sophisticated and offer more flexibility in their lending arrangements.  Foreign banks, as outsiders, also suffer from a greater adverse selection problem than do domestic banks.  To the extent that the use of collateral can be used as a substitute for the credit monitoring, banks offer borrowers a choice to either put up more collateral and get a lower interest rate or not put up less collateral and get a higher interest rate.  Since high quality firms are less likely to lose their committed collateral due to defaulting on their obligations, a separating equilibrium ensues, where high-quality borrowers prefer to use more collateral than low-quality ones. Some other findings reveal that quantile regression provides additional explanations for the mixed results in the literature. 
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