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2007-2009, 63, 137, 256n13; and sovereign
debt, ban on funding, 298n39; and
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See also specific central banks
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reform of, 245n11, 246n19
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Citrix, borrowing by, 234n26
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definition of, 163-64; doubts about, in
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Collins Amendment, 315n78
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48f, 248n4; under Glass-Steagall Act,
47-49; guarantees for, 90, 291n32; interest
rates of, restrictions on, 53, 54; rise of
money market funds and, 53-54; risk of
lending by, 253n41; Volcker Rule on, 3.
See also specific banks
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300N54, 330Nn18

Commerzbank: bailout of, 305n26;
questions about solvency of, 304n19
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Commodity Futures Trading Commission
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159-61; of derivatives, 71-72; in mystique
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for risk management, 68-69; of resolu-
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See also interconnectedness
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Pecora hearings of 1933 in, 321n27;
regulatory capture in, 205, 326n56,
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bank failures, 74-75, 78; in banking
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standards for, 30, 242n19; default risk in,
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of public corporations, 241n12; retained
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of, 127-28, 224, 227; shareholders and,
277113, 305N24
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repurchase by, 29-30; taxation of, 112,
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covenants, debt, 41, 141-42
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56, 58, 248n9, 277n12
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borrowing; specific types of debt
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debt-equity funding mix. See funding mix

debt guarantees. See guarantees
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DeConcini, Dennis, 252n35
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244n3; contagion mechanisms in, 61-62;
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by, 36-38; history of, 36; international
differences in treatment of, 36; legal
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problems in, 40-41. See also bankruptcy

default, by banks, 8-9, 10-13; consequences
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in, 62-63; damage caused by, 10-11; in
financial crisis of 20072009, 63; impact
on creditors versus depositors, 62; risk of,
and interest rates, 8-9
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by, 36; risk of, 105

default, by central banks, absence of risk of,
151, 295n16

default, by governments. See sovereign
default

default, by individuals, on mortgages. See
mortgage default
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deleveraging, through asset sales, 64, 175,
257119, 306N30

demand deposits: availability of, as benefit
to economy, 49, 148; in balance sheets,
48, 248n4; in bank runs, 51-52, 150-53;
as form of money, 294n10; in payment
system, 49. See also deposit(s)

Demirgug-Kunt, Asli, 251n24, 315074

Demyanyk, Yuliya, 254nn43-44, 297133

De Nicolo, Gianni, 249n12

Denmark, costs of bailouts in, 292n39

deposit(s): in balance sheets, 48-49; bank
loans funded by, 48-49, 51-52; banknotes
and, 149-50; in bank runs, 51-52; bene-
ficial to economy, in payment system, 49,
148, 152—53; versus cash, 153, 154, 2941n10;
cost of, for banks, 111; as form of money,
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150, 293n10; as funding sources of banks,
48-49, 51-52, 111, 150, 278Nn21; insurance
on (See deposit insurance); in liquidity
transformation, 155-56, 250n17; in
maturity transformation, 51; as money-
like debt, 154-56; in savings and loans
institutions, 248n2; in solvency risks
from maturity transformation, 51; as
unique service of banks, 148; and
vulnerability to runs, 150-53

deposit insurance: creditors protected by,
62, 163; in Europe, 242n25; as explicit
guarantee, 129, 136-37, 139; functions of,
62; money market funds as lacking, 67,
93, 309n47; premium charged for, 111,
136-37; runs in absence of, 93, 273n46;
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Insurance Corporation; Federal Savings
and Loan Insurance Corporation)

Depository Institutions Deregulation and
Monetary Control Act (DIDMCA) of
1980 (U.S.), 251n28
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banks, 54-55, 94, 251028
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treatment of, 71, 85-86, 260n42, 266n11,
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houses for, 334n46; complexity of, 71-72;
credit insurance as, 73-74; definition
of, 69; forward contracts as, 69-70;
gambling with, 70-71, 73, 123; history of,
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backed securities
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Vegas, 123; potential damage caused by
default of, 10-11; risk-weighted assets
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borrowing, 5, 233n18; target return on
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bailout of, 11, 57, 192, 236138, 253139,
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debt held by, 201, 323n36; money market
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problems of, 177, 308n40
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of 2007-2009, 229n3; on contingent
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DIDMCA. See Depository Institutions
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dilution, 28, 175, 306n29. See also debt
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bailouts; debt overhang; externalities;
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76, 77, 138-39, 2391n53; on systemically
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239n53, 271n37. See also Volcker Rule
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2007-2009, 61, 66. See also contagion
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256n6
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downturns. See recessions

Dulffie, Darrell, 330n14
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EBA. See European Banking Authority
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226-27
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ROE at, 125, 284n29; governance problems
at, 127; off-balance-sheet commitments
of, 83,124

INDEX 375

environmental pollution analogies, 13, 82,
97,130, 197
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value versus market value of, 86-87,
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corporate equity); costs of funding with,
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with debts treated as, 187-88; definition
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201; sovereign debt in, 56-57, 103-4, 170,
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capital requirements in, 170, 303n6;
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largest banks in, 12; default risk and
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European Central Bank (ECB) (continued)
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operations of, 138, 289n16; money creation
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institutions, 263n63; state aid approved
by, 237n41

European crisis of 2010-2011: versus
financial crisis of 2007-2009, 229n1;
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European Stabilization Mechanism, 239n52
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30316, 306131, 315179; deposit insurance
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Eurozone. See euro area
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258n23
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235n32, 291n38; as limited, 136
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264n65; debate over allowing, 74-78; fear
of contagion from, 74-75, 78; history of,
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