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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 consequences; 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 banks in 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 developments in academic research on the microeconomics of
banking, with a focus 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 developments in risk modeling have not yet led to a significant parallel
development of economic modeling.

Praise for the first edition:"The book is a major contribution to the literature on the theory of bankingand
intermediation. It brings together and synthesizes a broad range ofmaterial in an accessible way. I
recommend it to all serious scholars andstudents of the subject. The authors are to be congratulated on a
superbachievement." -- Franklin Allen, Nippon Life Professor of Finance and Economics, WhartonSchool,
University of Pennsylvania

"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 I found particularly useful is the 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 ofmicroeconomic theories of
financial intermediation. This work manages to beboth rigorous and pleasant to read. Such a book was long
overdue and shouldbe required reading for anybody interested in the economics of banking andfinance." --
Mathias Dewatripont, Professor of Economics, ECARES, Universit
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From reader reviews:

Donald Gullett:

Do you have favorite book? When you have, what is your favorite's book? Guide is very important thing for
us to understand everything in the world. Each publication has different aim or perhaps goal; it means that
publication has different type. Some people experience enjoy to spend their time for you to read a book.
These are reading whatever they acquire because their hobby is reading a book. Consider the person who
don't like examining a book? Sometime, person feel need book if they found difficult problem or maybe
exercise. Well, probably you will want this Microeconomics of Banking.

Timothy Montgomery:

Have you spare time to get a day? What do you do when you have more or little spare time? Yep, you can
choose the suitable activity to get spend your time. Any person spent their own spare time to take a stroll,
shopping, or went to the Mall. How about open or read a book eligible Microeconomics of Banking? Maybe
it is for being best activity for you. You know beside you can spend your time along with your favorite's
book, you can better than before. Do you agree with it is opinion or you have some other opinion?

Lisa Thomason:

The book with title Microeconomics of Banking includes a lot of information that you can find out it. You
can get a lot of gain after read this book. This particular book exist new expertise the information that exist in
this guide represented the condition of the world now. That is important to yo7u to find out how the
improvement of the world. This particular book will bring you with new era of the syndication. You can read
the e-book on your own smart phone, so you can read the idea anywhere you want.

Christie Rich:

With this era which is the greater person or who has ability in doing something more are more valuable than
other. Do you want to become among it? It is just simple solution to have that. What you need to do is just
spending your time very little but quite enough to possess a look at some books. Among the books in the top
record in your reading list is definitely Microeconomics of Banking. This book and that is qualified as The
Hungry Inclines can get you closer in turning into precious person. By looking upward and review this e-
book you can get many advantages.
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