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Abstract

We study an incentive model of financial intermediation in which firms
as well as intermediaries are capital constrained. We analyze how the
distribution of wealth across firms, intermediaries, and uninformed
investors affects investment, interest rates, and the intensity of
monitoring. We show that all forms of capital tightening (a credit
crunch, a collateral squeeze, or a savings squeeze) hit poorly capitalized
firms the hardest, but that interest rate effects and the intensity of
monitoring will depend on relative changes in the various components
of capital. The predictions of the model are broadly consistent with the
lending patterns observed during the recent financial crises.

This content is only available as a PDF.

© 1997 by the President and Fellows of Harvard College and The Massachusetts Institute of
Technology

You do not currently have access to this article.

Sigl‘l in O Get help with access

Personal account Institutional access

* Sign in with email/username &
password JITy

& Signin through your

institution

e Getemail alerts
e Save searches Sign in through your institution

e Activate your purchase/trial code Sign in with username/password


https://doi.org/10.1162/003355397555316
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;

* Addyour ORCIDiD Recommend to your librarian

Register Institutional account

management

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Financial Intermediation, Loanable Funds, and The Real Sector* - 24 Hours access

EUR €38.00 GBP £33.00 USD $41.00

Rental

Q Lecsie

This article is also available for rental through DeepDyve.


https://www.deepdyve.com/lp/ou-press/financial-intermediation-loanable-funds-and-the-real-sector-0Y50AaJYLk?key=OUP
https://academic.oup.com/my-account/register?siteId=5504&returnUrl=http%3a%2f%2facademic.oup.com%2fqje%2farticle-abstract%2f112%2f3%2f663%2f1926881%3flogin%3dfalse
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=qje
javascript:
https://academic.oup.com/qje/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5504&returnUrl=https://academic.oup.com%2fqje%2farticle-abstract%2f112%2f3%2f663%2f1926881
javascript:;

