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The main objective of this course is to understand the key mechanisms underlying the risk 
taking behavior of banks and their consequences for the real economy. The course present 
different setups that allow the participant to better understand: 

1. The relevance of imperfect information in the credit market 

2. The role of financial institutions in the economy 

3. Banks' risk strategies and their impact on the overall allocation of capital in the economy 

4. The role of banks and other agents in determining the inherent instability of the economy 

5. The logic and possible unintended consequences underlying banking regulation 

 

Chapters 

1. Financial Intermediation and information frictions 
2. Bank monitoring and the role of net wealth  
3. Bank risk taking and competition  
4. Liquidity and runs 
5. Banking Regulation: Capital Regulation 
6. Banks and Non-Banks  
7. Banks in General Equilibrium  

 

A useful reference for most of the course is the textbook of Xavier Freixas and Jean-Charles 
Rochet, Microeconomics of Banking, 2nd Edition, Cambridge, MA: MIT Press, 2008.  

In brackets is the estimated length in weeks of the chapter. This might be subject to change 
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