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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:

Cinthia Beltran:

Nowadays reading books become more than want or need but also turn into a life style. This reading routine
give you lot of advantages. Advantages you got of course the knowledge the actual information inside the
book that improve your knowledge and information. The information you get based on what kind of e-book
you read, if you want attract knowledge just go with training books but if you want sense happy read one
along with theme for entertaining including comic or novel. Typically the Microeconomics of Banking is
kind of guide which is giving the reader unstable experience.

James Ronquillo:

The reserve untitled Microeconomics of Banking is the guide that recommended to you to study. You can
see the quality of the guide content that will be shown to you actually. The language that publisher use to
explained their ideas are easily to understand. The writer was did a lot of investigation when write the book,
to ensure the information that they share for your requirements is absolutely accurate. You also will get the
e-book of Microeconomics of Banking from the publisher to make you much more enjoy free time.

Clarence Anderson:

This Microeconomics of Banking is great publication for you because the content which is full of
information for you who have always deal with world and also have to make decision every minute. This
particular book reveal it facts accurately using great plan word or we can declare no rambling sentences
inside it. So if you are read the item hurriedly you can have whole information in it. Doesn't mean it only
will give you straight forward sentences but tricky core information with beautiful delivering sentences.
Having Microeconomics of Banking in your hand like keeping the world in your arm, details in it is not
ridiculous just one. We can say that no book that offer you world with ten or fifteen small right but this guide
already do that. So , it is good reading book. Hey there Mr. and Mrs. hectic do you still doubt that will?

Lee Witherspoon:

You may spend your free time to see this book this reserve. This Microeconomics of Banking is simple to
develop you can read it in the playground, in the beach, train and also soon. If you did not include much
space to bring the printed book, you can buy the particular e-book. It is make you quicker to read it. You can
save typically the book in your smart phone. And so there are a lot of benefits that you will get when you buy
this book.
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