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One sentence description
This paper proposes a search-theoretic model of bank deposit markets where
banks have market power and shows that a deposits channel emerges, in
according with the evidence provided by Drechsler et al. (2017).
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Abstract
We develop a dynamic, search-theoretic model of bank deposit markets where
relationships are bilateral, the demand for liquid assets is microfounded, and
consumers are privately informed about their liquidity needs. As the policy rate
rises, the deposit spread widens, and aggregate deposits shrink, in accordance
with the deposits channel documented in Drechsler et al (2017). We show that the
deposit out�ow originates from consumers with low liquidity needs. As banks
become more informed about consumers' types (e.g., through big data), their
market power increases but transmission weakens. As search frictions are
reduced (e.g., through online banking), market power shrinks and transmission
weakens. ...show less
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Paper #2 : Corrective Regulation with Imperfect Instruments

One sentence description
A general exploration of optimal second-best corrective regulation.

Abstract
This paper studies optimal second-best corrective regulation, when some
agents/activities cannot be perfectly regulated. We show that policy elasticities
and Pigouvian wedges are su�cient statistics to characterize the marginal
welfare impact of regulatory policies in a large class of environments. We show
that a subset of policy elasticities, leakage elasticities, determine optimal second-
best policy, and characterize the marginal value of relaxing regulatory
constraints. We apply our results to scenarios with unregulated
agents/activities, uniform regulation across agents/activities, and costly
regulation. We illustrate our results in applications to �nancial regulation with
environmental externalities, shadow banking, behavioral distortions, asset
substitution, and �re sales. ...show less
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Paper #3 : Disintermediating the Federal Funds Market

One sentence description
This paper documents and explains the secular decline of the Fed funds market
due to disintermediation, whereas according to the model intermediation can be
excessive compared with the constrained optimal level.

Abstract
We document a new channel mediating the e�ects of monetary policy and
regulation - the disintermediation channel. When the interest rate on excess
reserves (IOER) increases, fewer banks intermediates in the Fed funds market,
and they intermediate less. Similar e�ects happen after introducing Basel III and
expanding the central bank's balance sheet. We develop a continuous-time
search-and-bargaining model of divisible assets with endogenous search
intensity. We solve the equilibrium in closed form regarding the dynamic
distributions of trades and Fed fund rates as well as the stopping times of entry
and exit. IOER reduces the dispersion of the marginal values of reserves, and
hence the gain from intermediation. In general, the equilibrium is constrained
ine�cient, as banks intermediate too much too frequently. ...show less
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Paper #4 : Inventory, Market Making, and Liquidity: Theory and
Application to the Corporate Bond Market

One sentence description
A quantitative study of the impact of regulation on corporate bond market
liquidity.

Abstract
We develop a search-theoretic model of over-the-counter markets in which
customers with 
arbitrary preferences and asset holdings trade through dealers. Importantly, we
assume that 
when a customer and a dealer meet, dealers can only sell assets that they already
own. Within 
this environment, we derive the equilibrium relationship between dealers’ cost



of holding 
assets as inventory and various measures of liquidity, including dealers’
inventory holdings (or 
“capital commitment”), bid-ask spreads, trade size, volume, and turnover. Using
transaction-level 
data from the corporate bond market, we calibrate the model to quantitatively
assess the 
impact of post-crisis regulations on dealers’ inventory costs, liquidity, and
welfare. We also 
exploit our structural framework to study the e�ects of other developments in
the corporate 
bond market, including entry by non-regulated banks, the rise of electronic
trading platforms, 
and the shift towards passive investment vehicles. ...show less
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