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The purpose of this research is to extend the model which is invented by Freeman
(Freeman(1996), Freeman(1999)) by explicitly introducing banking system into the model. A bank
is organized by many creditors and has a role to insure liquidity risks and credit risks. By pooling
bonds, banks can mitigate liquidity risks. If a shortage of cash in the economy occurs due to a
regional misallocation of cash, liquidity constraint is removed by a discount window of banks.
However, if a shortage of cash occurs from an economy-wide constraint, liquidity constraint cannot
be removed only by banks. We must consider a role of a central bank in this situation.

Banks in this research face, in addition to liquidity risks, credit risks due to bonds held by banks as
assets being dishonored with some probability. In case there is no system to insure credit risks in
the economy, such risks appear when debtors do not reimburse their debts. Therefore, those who
arrive late bear intrinsic credit risks. However, pooling bonds by banks enables them to share risks
between creditors leaving early and creditors leaving late. An allocation can be more efficient due
to this risk pooling function of banks.
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Efficiency of payment systems and role of central banks

1. HIREBRFROBE

AL, 71— (Freeman(1996), Freeman(1999)) DET ILE, BITHIEZHARMICEALTIEET S EEBMEL TS, R
TIX, S2HOBHEZIZL>THBILLTEY, REEURVEERIRIERIKRT HEHBELTETIVIEEL:. BITIIESET LTS
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FYUREBIMEHIFAEIREINS. LHL, BELSARTHHNARELTWDEIZIE, BITHITESRZIYSIKILETE, RBMEHIHNEETO
IRITTHI ZEIETELGL. COLIIBEEICHTH2PRBITORBDERIBORENIODVNTEREITO-.
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2. WRERREEHEOWE (FER)

The purpose of this research is to extend the model which is invented by Freeman (Freeman(1996), Freeman(1999)) by explicitly
introducing banking system into the model. A bank is organized by many creditors and has a role to insure liquidity risks and credit
risks. By pooling bonds, banks can mitigate liquidity risks. If a shortage of cash in the economy occurs due to a regional misallocation
of cash, liquidity constraint is removed by a discount window of banks. However, if a shortage of cash occurs from an economy—-wide
constraint, liquidity constraint cannot be removed only by banks. We must consider a role of a central bank in this situation.

Banks in this research face, in addition to liquidity risks, credit risks due to bonds held by banks as assets being dishonored with
some probability. In case there is no system to insure credit risks in the economy, such risks appear when debtors do not reimburse
their debts. Therefore, those who arrive late bear intrinsic credit risks. However, pooling bonds by banks enables them to share risks
between creditors leaving early and creditors leaving late. An allocation can be more efficient due to this risk pooling function of
banks.
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