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Abstract

During the recent financial crisis, major dealer banks - that is, banks that
intermediate markets for securities and derivatives - suffered from new forms of
bank runs. The most vivid examples are the 2008 failures of Bear Stearns and Lehman
Brothers. Dealer banks are often parts of large complex financial organizations whose
failures can damage the economy significantly. As a result, they are sometimes
considered "too big to fail." The mechanics by which dealer banks can fail and the
policies available to treat the systemic risk of their failures differ markedly from the
case of conventional commercial bank runs. These failure mechanics are the focus of
this article. This is not a review of the financial crisis of 2007-2009. Systemic risk is
considered only in passing. Both the financial crisis and the systemic importance of
large dealer banks are nevertheless obvious and important motivations.

Citation

Duffie, Darrell. 2010. "The Failure Mechanics of Dealer Banks." Journal of Economic

This website uses cookies.

By clicking the "Accept” button or continuing to browse our site, you agree to first-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and traffic. For more
information on our use of cookies, please see our Privacy Policy.


https://www.aeaweb.org/
https://www.aeaweb.org/articles/pdf/doi/10.1257/jep.24.1.51
https://www.aeaweb.org/privacypolicy

JEL Classitication

GO01 Financial Crises
G13 Contingent Pricing; Futures Pricing; option pricing
G21 Banks; Other Depository Institutions; Micro Finance Institutions; Mortgages

G28 Financial Institutions and Services: Government Policy and Regulation

Find us on Facebook and X (formerly Twitter).

ﬁ @AEAJournals X @AEAJournals X @AEAInformation X @ASSAMeeting

X @JOE_listings

Copyright 2024 American Economic Association. All rights reserved.

Terms of Use & Privacy Policy

This website uses cookies.

By clicking the "Accept” button or continuing to browse our site, you agree to first-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and traffic. For more
information on our use of cookies, please see our Privacy Policy.


https://www.aeaweb.org/terms-of-service/site
https://www.aeaweb.org/privacypolicy
https://www.facebook.com/AEAjournals/
https://twitter.com/AEAJournals
https://twitter.com/AEAInformation
https://twitter.com/ASSAMeeting
https://twitter.com/JOE_listings
https://www.aeaweb.org/privacypolicy

