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Abstract 
 

We make use of a unique data set that includes loan and bank relationship information at the 
firm level to investigate the role of monetary policy on the loan growth of firms. We analyze 
how Turkish firms adjust their credit growth in response to unexpected monetary policy shocks. 
We use unexpected shocks instead of interest-rate changes in order to solve the possible 
endogeneity problem between monetary policy and credit growth. We show that unexpected 
monetary tightening has a significant effect on the decline of firm credit growth. This effect is 
larger for credit-constrained firms. We find that unexpected shocks are effective only for short 
term loans but are not effective for medium and longterm loans. We also show the asymmetric 
impact of monetary policy on loan growth. Our results are robust to firm characteristics, credit 
demand and firm financial performance factors as well as the firm-bank relationship. 
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