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A model of market making by �rms with heterogeneous consumers,

suppliers and price-setting intermediaries is examined. Consumers and

suppliers engage in time-consuming search for the best price and

discount future returns. There exists a unique symmetric equilibrium

pricing strategy. In equilibrium, there are non-degenerate

distributions of ask and bid prices that straddle the Walrasian price. As

the discount rate goes to zero, the ranges of the bid and ask prices, and

the total output approach the Walrasian equilibrium values. As the

discount rate becomes large, the ask and bid prices approach the

monopoly pricing policies. An increase in the discount rate leads to an

increase in the equilibrium number of active �rms, pro�t per �rm, the

mean spread between ask and bid prices, and the variance of ask and

bid prices, while lowering the number of active consumers and

suppliers. The model is extended to examine the steady-state market

equilibrium with continual entry and exit of consumers and suppliers.

https://doi.org/10.2307/2297793
javascript:;
javascript:;
https://academic.oup.com/restud/search-results?f_TocHeadingTitleList=Articles


Personal account

Sign in with email/username &
password

Get email alerts

Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Sign in  Register

Institutional access

Sign in through your
institution

Sign in through your institution

Sign in with a library card

Sign in with username/password

Recommend to your librarian

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

Market Making by Price-Setting Firms - 24 Hours access

EUR €51.00 GBP £44.00 USD $55.00

Rental

This article is also available for rental through DeepDyve.

https://www.deepdyve.com/lp/ou-press/market-making-by-price-setting-firms-YUj2COZ3BG?key=OUP
https://academic.oup.com/my-account/register?siteId=5508&returnUrl=http%3a%2f%2facademic.oup.com%2frestud%2farticle-abstract%2f63%2f4%2f559%2f1520460%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=restud
javascript:
https://academic.oup.com/restud/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5508&returnUrl=https://academic.oup.com%2frestud%2farticle-abstract%2f63%2f4%2f559%2f1520460%3fredirectedFrom%3dPDF

