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Summary	
  	
  

•  Objec&ves	
  of	
  the	
  paper	
  
1.  Micro-­‐founda&ons	
  for	
  the	
  demand	
  of	
  mail	
  by	
  

bank	
  consumers	
  
2.  Equilibrium	
  prices	
  in	
  the	
  banking	
  market	
  	
  	
  	
  	
  



Demand	
  	
   Consumers	
  located	
  in	
  
the	
  intermediate	
  region	
  
make	
  a	
  transac&on-­‐
medium	
  dependent	
  
choice	
  

Email	
  in	
  bank	
  A	
   Email	
  in	
  bank	
  B	
  

Paper	
  in	
  bank	
  A	
  
Paper	
  in	
  bank	
  B	
  



Equilibrium	
  

•  At	
  the	
  symmetric	
  equilibrium	
  
– Price=cost	
  ci	
  +	
  t	
  
– Preferences	
  for	
  transac&onal	
  medium	
  play	
  no	
  role	
  

•  Demands:	
  

Email	
  in	
  bank	
  A	
   Email	
  in	
  bank	
  B	
  

Paper	
  in	
  bank	
  A	
   Paper	
  in	
  bank	
  B	
  

z	
  

x	
  



Discussion	
  	
  

•  In	
  the	
  banking	
  sector,	
  different	
  types	
  of	
  bank	
  
compete	
  	
  
– Tradi&onal	
  banks	
  with	
  ‘brick	
  and	
  mortar’	
  network	
  
–  ‘Entrants’	
  with	
  virtual	
  network	
  
– Different	
  cost	
  structure	
  

•  The	
  symmetric	
  assump&on	
  captures	
  
compe&&on	
  between	
  ‘tradi&onal’	
  banks	
  
– Preference	
  for	
  bank	
  plays	
  a	
  role,	
  costs	
  are	
  fully	
  
passed	
  through	
  consumers	
  



Discussion	
  	
  

•  Interes&ng	
  ques&ons	
  in	
  asymmetric	
  
environment	
  	
  
– Cost	
  pass-­‐through	
  
– Product	
  posi&oning	
  	
  



Product	
  posi&oning	
  	
  

PAPER	
  IN	
  BANK	
  A	
  

INTERNET	
  	
  IN	
  BANK	
  B	
  

PAPER	
  IN	
  BANK	
  A	
  

INTERNET	
  	
  IN	
  
BANK	
  B	
  

Paper	
  in	
  B	
  

Internet	
  	
  
in	
  A	
  

Internet	
  	
  
in	
  A	
  

Paper	
  in	
  B	
  

Differen&a&on	
  
by	
  Transac&on	
  	
  

Differen&a&on	
  
by	
  Loca&on	
  


