

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
				
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Strategic Behavior in Capital Markets and Asset Prices

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			44 Pages
		
		

		Posted: 1 Nov 2010
		
			Last revised: 14 Nov 2010
		
		
	

	
		
			
			




	See all articles by Iulian ObrejaIulian Obreja
SEC


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Strategic Behavior in Capital Markets and Asset Prices
									

								
							
							
							
								
									Number of pages: 44
								
								
									Posted: 16 Mar 2011
								
								
							

							
						

						
							
							Downloads
							   60
							
						

					

					
					

					
						
							
						

						
							
								
									Strategic Behavior in Capital Markets and Asset Prices

								
							
							
							
								
									Number of pages: 44
								
								
									Posted: 01 Nov 2010
								
								
									Last Revised: 14 Nov 2010
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							   52
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: November 1, 2010

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		In this paper we study the impact of the degree of concentration of a financial system on the aggregate demand for housing as well as the feedback effect of the size of the mortgage loan market on lendersâ€™ profits, internal capital accumulation, loan losses and potential bailouts. In a general equilibrium framework with endogenous borrowing constraints, we show that, contrary to the traditional view, competitive lenders can generate larger profits and accumulate more internal capital than monopolistic lenders. Furthermore, in the event of a severe economic downturn, a competitive financial system can withstand a financial crisis just as well as a concentrated financial system. We provide empirical evidence consistent with the main predictions of our model. 
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