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Abstract

This study presents a model with a finance contract structure, wherein a company may
require banks to opportunistically lend additional funds. For banks, the opportunity
costs of denying injections of additional funding decrease as competition increases in
the industry where the borrowing company operates. Therefore, the higher the
competition in an industry, the more efficient the use of funds are without injection of
additional funds. As an opposite causal relationship occurs from the fact that
competition in an industry increases with the efficient use of funds procured by
companies, a possibility exists of forming both 1) a market equilibrium with injection of
additional funds and low competition and 2) a market equilibrium without injection of

additional funds and high competition.
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