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Abstract:
This paper contributes to an emerging literature on the financing 
decisions of a firm engaging in interna�onal trade. We extend 
previous models of mul�na�onal subsidiaries’ financing to include 
external financial resources in the form of mul�na�onal banks. We 
find that the use of mul�na�onal banks drives increased export 
ac�vity for mul�na�onal subsidiaries. Addi�onally, mul�na�onal 
banks are o�en be�er-suited than local banks, or the mul�na�onal 
parent, to monitor the expor�ng ac�vi�es of the geographically 
distant subsidiaries. In contrast, we find that this mul�na�onal bank 
advantage does not extend to suppor�ng the domes�c ac�vity of 
mul�na�onal affiliates. These findings are empirically tested using a 
firm-level panel of Central European exporters. Furthermore, there 
is a strong geographic bias to the choice of a mul�na�onal bank 
from the same country as a parent’s subsidiary due to be�er access 
to mul�na�onal bank subsidiary services.
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