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3 Concluding remarks

The present paper examines from a theoretical perspective the lending be-
havior of private and public banks in response to adverse economic shocks.
We develop a theoretical framework that models the interactions of deposi-
tors, firms, and private and public banks. The results indicate that lending

during normal times is similar across private and public banks. During a
financial crisis, however, private banks’ lending decreases to a larger extent
than that of public banks. These results indicates that public banks play
a counter-cyclical role in their banking systems, while private banks play a
more pro-cyclical role.
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