Sex and Credit:
Is There a Gender Bias in Lending?

Thorsten Beck*
CentER, Dept. of Economics, Tilburg University and CEPR

Patrick Behr”
EBAPE, Fundacao Getulio Vargas

Andreas Madestam”
IGIER and Department of economics, Bocconi University

Abstract

This paper shows an own-gender bias in the credit market. Using loan-level data from a large
Albanian lender, we exploit the quasi-random assignment of first-time borrowers to loan officers and
find that borrowers matched to loan officers of the opposite gender are 13 to 16 percent less likely
to return for a second loan. This effect fades with exposure of loan officers to the opposite gender
and in more competitive environments. We also find that the own-gender bias works partly through
loan conditionality. Borrowers pay, on average, 28 to 35 basis points higher interest rates when
paired with a loan officer of the other sex and receive lower loan amounts. The evidence further
suggests that the bias originates with both female and male loan officers. It is more pronounced
when the social distance between the loan officer and the borrower increases and when financial
market competition declines. This is consistent with theories that predict a taste-based bias to be
stronger when the psychological costs of being biased are lower and the discretion in setting interest
rates is higher. Together our results show that own-gender preferences can have substantial welfare
effects.
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