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Over the last thirty years, a new paradigm in banking theory has overturned economists' traditional vision of
the banking sector. The asymmetric information model, extremely powerful in many areas of economic
theory, has proven useful in banking theory both for explaining the role of banks in the economy and for
pointing out structural weaknesses in the banking sector that may justify government intervention. In the
past, banking courses in most doctoral programs in economics, business, or finance focused either on
management or monetary issues and their macroeconomic conseguences, a microeconomic theory of
banking did not exist because the Arrow-Debreu general equilibrium model of complete contingent markets
(the standard reference at the time) was unable to explain the role of banksin the economy. This text
provides students with a guide to the microeconomic theory of banking that has emerged since then,
examining the main issues and offering the necessary tools for understanding how they have been modeled.
This second edition covers the recent dramatic devel opments in academic research on the microeconomics of
banking, with afocus on four important topics: the theory of two-sided markets and its implications for the
payment card industry; "non-price competition" and its effect on the competition-stability tradeoff and the
entry of new banks; the transmission of monetary policy and the effect on the functioning of the credit
market of capital requirements for banks; and the theoretical foundations of banking regulation, which have
been clarified, although recent developmentsin risk modeling have not yet led to a significant parallel
development of economic modeling.Praise for the first edition:" The book is amajor contribution to the
literature on the theory of bankingand intermediation. It brings together and synthesizes a broad range
ofmaterial in an accessible way. | recommend it to all serious scholars andstudents of the subject. The
authors are to be congratul ated on a superbachievement.” -- Franklin Allen, Nippon Life Professor of
Finance and Economics, WhartonSchool, University of Pennsylvanid'This book provides the first
comprehensive treatment of the microeconomicsof banking. It gives an impressive synthesis of an enormous
body ofresearch developed over the last twenty years. It is clearly written and apleasure to read. What |
found particularly useful isthe great effort thatXavier Freixas and Jean-Charles Rochet have taken to
systematicallyintegrate the theory of financial intermediation into classicalmicroeconomics and finance
theory. This book is likely to become essentialreading for all graduate students in economics, business, and
finance." -- Patrick Bolton, Barbara and David Zalaznick Professor of Business, Columbia University
Graduate School of Business' The authors have provided an extremely thorough and up-to-date survey

of microeconomic theories of financial intermediation. This work manages to beboth rigorous and pleasant to
read. Such abook was long overdue and shouldbe required reading for anybody interested in the economics
of banking andfinance." -- M athias Dewatripont, Professor of Economics, ECARES, Universit
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From reader reviews:
MikeHendrix:

Do you have favorite book? In case you have, what is your favorite's book? Publication is very important
thing for usto know everything in the world. Each guide has different aim or perhaps goal; it means that
reserve has different type. Some people really feel enjoy to spend their time and energy to read abook. They
arereally reading whatever they acquire because their hobby is definitely reading a book. Why not the
person who don't like looking at a book? Sometime, person feel need book when they found difficult
problem as well as exercise. Well, probably you will require this Microeconomics of Banking (MIT Press).

Scott Roche:

The book Microeconomics of Banking (MIT Press) gives you the sense of being enjoy for your spare time.
Y ou may use to make your capable far more increase. Book can being your best friend when you getting
stress or having big problem along with your subject. If you can make examining a book Microeconomics of
Banking (MIT Press) being your habit, you can get more advantages, like add your capable, increase your
knowledge about many or all subjects. Y ou may know everything if you like start and read a guide
Microeconomics of Banking (MIT Press). Kinds of book are several. It means that, science book or
encyclopediaor other folks. So, how do you think about this reserve?

Richard Powe:

This Microeconomics of Banking (MIT Press) are generally reliable for you who want to become a
successful person, why. The main reason of this Microeconomics of Banking (MIT Press) can be one of
many great books you must have is usually giving you more than just simple reading food but feed a person
with information that maybe will shock your before knowledge. This book is actually handy, you can bring it
amost everywhere and whenever your conditions at e-book and printed versions. Beside that this
Microeconomics of Banking (MIT Press) forcing you to have an enormous of experience likerich
vocabulary, giving you trial run of critical thinking that could it useful in your day task. So , let's have it
appreciate reading.

Donna Johnson:

Areyou kind of hectic person, only have 10 or 15 minute in your moment to upgrading your mind skill or
thinking skill perhaps analytical thinking? Then you are having problem with the book compared to can
satisfy your small amount of time to read it because this time you only find e-book that need more time to be
learn. Microeconomics of Banking (MIT Press) can be your answer since it can be read by an individual who
have those short free time problems.
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