CREDIT RATIONING

Credit rationing — a situation in which lenders amvilling to advance additional
funds to borrowers at the prevailing market interate — is now widely recognized
as a problem arising because of information androblimitations in financial
markets. This article reviews various motivatitesind research on credit rationing,
traces the history of theoretical efforts to explaow this phenomenon can persist in
equilibrium, and reviews recent empirical researghts prevalence and effects. In
the process, credit rationing is shown to be sinaplextreme case of the more

general problem of capital market misallocation.

Broadly speaking, ‘credit rationing’ refers to agifuation in which lenders are
unwilling to advance additional funds to a borroween at a higher interest rate. In the
words of Jaffee and Modigliani (1969, pp. 850—tjedit rationing [is] a situation in
which the demand for commercial loans exceedsupplg of these loans at the
commercial loan rate quoted by the banks’. Kethi® definition is that changes in the
interest rate cannot be used to clear excess defoatwdns in the market. In essence,
this definition treats credit rationing as a supgiye phenomenon, with the lender’s
supply function becoming perfectly price inelasticome point.

If the projects that are being funded by the loanret scalable, however, then a
distinction must be made between a situation irctviai lender eventually restricts the
size of loan it will provide to any individual bamver and one in which ‘rationed’
borrowers are denied credit altogether. This pheammm arises in circumstances in
which lending is not scalable. Stiglitz and Weis8g1, pp. 394-5) therefore define credit

rationing as follows:

We reserve the term credit rationing for circums&nin which either (a) among loan
applicants who appear to be identical some receiean and others do not, and the
rejected applicants would not receive a loan ef/érey offered to pay a higher
interest rate; or (b) there are identifiable groapsdividuals in the population who,



with a given supply of credit, are unable to oblagns at any interest rate, even

though with a larger supply of credit, they would.

According to this definition, lenders fully fundree borrowers but deny loans to others
despite the fact that the latter are identicahmlender’s eyes to those who receive loans.
Thus, there are two working definitions of creditioning in the literature. The first

focuses on situations in which increases in ther@st rate cannot clear excess demand in
the loan market, whether this excess demand reféesingle borrower (who would like a
larger loan amount) or many. Under this definificationing would exist if every
potential borrower received a loan but a smaller thvan that desired at the equilibrium
interest rate. The second definitierthe Stiglitz—Weiss definitior restricts its attention
to situations in which some borrowers are compjatationed out of the market, even
though they would be willing to pay an intereserhitgher than that prevailing in the
market.

Both of these definitions focus on the supply siflthe market. One could argue,
however, that it is useful to think of non-pricéieaing as any phenomenon that limits
the amount of funding used by firms such that fiares not able to use the price
mechanism to successfully bid for additional funeisether this is caused by supply-side
constraints (as under the narrow definitions oflitnationing described above) or by
other distortions in credit markets (related, feample, to regulation). This would allow
a broader definition of ‘credit rationing’ in whiclegulatory constraints, rather than just
informational problems, lead to non-price allocat®f credit.

Why care about credit rationing?

Early interest in credit rationing was driven irrtday questions about the role that
credit rationing might play in transmitting the maeconomic effects of monetary policy,
which was related to research on the so-calledlability doctrine’ in the 1950s and 60s
(Scott, 1957). To the extent that monetary polipgrates through a ‘credit channel’ (in
which contractionary policy affects the economytigh a decline in the supply of funds
available for banks to lend), and to the extent ¢thanges in the terms of lending include

not only changes in loan pricing but also changdbe quantities of credit available to



borrowers, credit rationing may play an importasérin the transmission of monetary
policy’s effects on the economy (Blinder and StgjliL983).

In addition to the cyclical effects of rationingaredit markets related to monetary
policy, development economists, especially RonattKiMnon (1973), argued that a
different credit rationing problem is more relevéotthe long-term growth prospects of
developing countries. High inflation, high zerodardst reserve requirements,
government-mandated loan allocations to favouretble@rs, and interest rate ceilings
on loans or deposits in developing economies (ebawetion which McKinnon termed
‘financial repression’) subjected many developingrries’ banking systems to an
extreme form of regulation-induced credit rationiridigh reserves, high inflation, and
interest ceilings on deposits meant that banks vagiened in the deposit market, and
thus had few funds to lend, while lending mandates loan interest-rate ceilings meant
that what funds were available to lend were oftgioned by restrictions on who could
bid for those funds.

Additionally, George Akerlof (1970), in his pathdaking article on the role of
adverse selection in preventing market developntaty attention at an early date to the
possible effects of information problems in retagdihe development of lending markets,
particularly in developing countries. In an ideaind, in the absence of any government
policies limiting beneficial lending, all borrowewnsth positive net present value projects
would be able to obtain outside funding (whetheodigh debt or equity instruments, or
bank or non-bank sources of funds). But Akerlofvgbd that, if markets were unable to
distinguish good risks from bad ones, lending migdttbe feasible. The failure to
develop institutions capable of producing credibfermation about borrowers and using
that information to screen applicants could, acicaydo Akerlof, play an important role
in financial underdevelopment.

Many development economists have come to recoghaétehe failure to properly
allocate funds in the loan market — a broad phemomewithin which credit rationing is
a special and extreme case — can be an espeamdfrtant potential impediment to
growth in developing countries because of the irdaibsence of institutions in those
countries that allow effective screening of borrosv@o mitigate adverse selection) or

ongoing monitoring of borrowers’ actions (to mitiganoral hazard).



An additional motivation for an interest in creditioning comes from the literature
on bank fragility. Credit rationing can also apfythe market in which financial
intermediaries raise their funds. Financial insitiios go to great pains to attract and
maintain deposits through)(the structure of their contracts (which typicadfyord
withdrawal options to depositorsh)(their long-term relationships with market mongtor
who track their progress, ang) their established reputations for good managentarit
sometimes the market suddenly decides to ratiatitdeea particular bank or to the
whole banking system; and when this happens tleetaf banks find it hard to attract
and maintain deposits at any price. Thus, thedlitee on ‘bank runs’ as an historical
phenomenon can be thought of as a literature athiteeioning in the markets in which
financial institutions raise their funds. Depossttihhat decide to participate in a bank run
ration credit to their bank in the sense that theision to withdraw is a quantity, not a
price, decision. They are simply unwilling to leateir money in the bank.

Finally, much of the current research on discrirtiorain credit markets is driven by
evidence that black and Hispanic minority loan aggpits are denied more frequently
than comparable whites (for example, Munnell etl896; Cavalluzzo and Cavalluzzo,
1998; Cavalluzzo and Wolken, 2005). Of courses bi@gs the question of why
borrowers are denied loans in the first place,aathan simply priced according to their
risk. In other words, understanding why theredifferences in denial rates across

groups necessarily entails exploring why ratior(logn denial) occurs.

The development of credit rationing theory
Early views on credit rationing

The earliest discussions of credit rationing viewess a non-equilibrium
phenomenon, arising either because of exogenoeresitrate rigidities (for example,
interest rate ceilings or usury laws) or because latk of competition in the loan market
(Scott, 1957). Soon authors made a distinctiowéen temporary credit rationing, in
which market interest rates are slow to adjustigenous shocks such as changes in the
lender’s cost of funds or borrower demand, andiléayium’ credit rationing, which
persists after the market has fully adjusted teatshocks. Clearly the more interesting

and difficult to explain phenomenon is equilibriwmedit rationing.



Hodgman (1960) was the first to try and explain lwoedit rationing can persist in a
rational, equilibrium framework. In this modelntiers evaluate potential borrowers on
the basis of the loan’s expected return-expecteslfatio. In addition, it is assumes that
there is a maximum repayment that the borrowerccadibly promise, which effectively
limits how much the lender will offer the borrowegardless of the interest rate:
eventually the expected losses become too grediveto the expected return. This
model was much debated in the ensuing years. rticplar, Miller (1962) argued that
Hodgman'’s analysis could be made consistent witbimal expectations between the
borrower and lender by incorporating bankruptcytstisat would be incurred by the
lender upon the borrower’s default. The real sigance of the Hodgman article,
however, was that it established as an importaur#tical goal the objective of
explaining how credit rationing could persist aseguilibrium phenomenon.

Freimer and Gordon (1965) resolved many of theeissagarding the structure of the
Hodgman and Miller models by showing that credibraing can occur with a risk-
neutral lender if the borrower has a fixed-sizeuting need. But this was done
assuming an exogenous interest rate. Jaffee awlighémi (1969) completed the picture
by endogenizing the equilibrium interest rate bydedting both the supply and demand
sides of the market. Credit rationing in their rlpdhowever, is the direct result of an
exogenous assumption that borrowers within a ggreap must be charged the same
interest rate, even though the lender can diststgdifferences among them.

This early work was important in that it firmly ebtished the idea that credit
rationing could be a persistent equilibrium phenoame Ultimately, however, the
solutions proposed relied on very restrictive agsions about agent preferences or the
contracts they could employ. More satisfactorylaxations of credit rationing had to

wait for the information economics revolution o&th970s.

Modern credit rationing theory

Akerlof's (1970) pioneering article on adverse sgts was motivated in part by the
desire to explain extreme cases of credit ratiofting absence of a credit market), but
Jaffee and Russell (1976) provide the first expsymmetric information rationale for

credit rationing in the general sense. In theidelplenders cannot distinguisk ante



between high- and low-quality borrowers (thatgse who will repay their loans and
those who will default). Contracts are writterdetermine the size of the loan offered
and the interest rate. As in the Rothschild—S81d1976) insurance framework, low-
quality borrowers must accept the contract thateserred by the high-quality
borrowers, lest they be identified as the deadlibaisare. Although a market-clearing
interest rate/loan amount combination does exigh-fuality borrowers prefer a contract
that entails a slightly lower interest rate witheduced loan amount. As a result, the
pooling outcome entails credit rationing. The @ignproblem with this model is that the
‘equilibrium’ is not stable, in that unsustainabkgparating contracts dominate the
pooling outcome.

In 1981, Joseph Stiglitz and Andrew Weiss publisivedt has become the canonical
model of credit rationing, because it was the finsidel that fully endogenized contract
choices with a stable, rationing equilibrium. e tStiglitz—Weiss framework, credit
rationing occurs because the lender’s expectedré&tunot monotonically increasing in
the interest rate. Instead, adverse selectionovalnhazard problems eventually cause
the lender’s expected return to decline as theesteate rises.

In the adverse selection version of the model,dveers and lenders are both risk
neutral. Borrowers are characterized by theirgutsj, which are assumed to have the
same expected returns but differ from one anothémreir risk. Specifically, borrower
projects differ on the basis of mean-preservingags (Rothschild and Stiglitz, 1970).
These projects are also assumed to require aifiedtment (that is, they are
indivisible) and borrowers have a fixed amountraérnal equity that they can invest in
the project. Limited liability upon default meahsit the lender’s payoff is a concave
function of the project’s return, while the borravgeprofit function is convex.

These assumptions imply that, at any given intgegst a subset of the least risky
borrowers will drop out of the market, choosing@asl to forgo their projects. In
essence, the borrower’s limited liability meand thereaps all of the project’s gain
(beyond the cost of debt service) when its retadmgh, but loses his collateral (his paid-
in capital invested in the project, if any) onlyevhthe project’s return is low. For low-
risk projects, however, the potential upside gaiessmall. If those low-risk borrowers

are pooled with high-risk borrowers, they will faugher than warranted interest rates.



Low-risk borrowers will increasingly withdraw frothe market as interest rates rise; as
rates rise, borrowers with low-risk projects artdreoff withdrawing from the market
and simply consuming their endowments rather tlygieaang to invest and pay a high
interest rate. As a result, increases in the isteede cause more and more good
borrowers to drop out of the market, lowering therage creditworthiness of the
lender’s remaining applicant pool. The size ofdldgerse selection premium faced by
low-risk borrowers (the amount of interest low-risdrrowers have to pay in excess of
what their project risks warrant) becomes largehwach interest rate rise because the
interest rate must compensate for the defaultaisg ever-worsening pool of borrowers.

Thus, increases in the interest rate affect lereterns in two ways. The first is the
direct effect that a higher interest rate raisedénder’s return (for a given pool of
borrowers). Rising interest rates, however, abeelthe indirect effect of lowering the
average quality of the lender’s applicant poolrébg lowering the lender’s expected
return from any given loan. Eventually, this setany, adverse selection effect may
outweigh the first interest rate effect, causinglier profits to decline as the interest rate
rises.

Once the non-monotonicity of the lender’s returthi@ interest rate is established, the
possibility of credit rationing follows immediatelyProfit-maximizing lenders will never
voluntarily choose to raise the interest rate beywhere the adverse selection effect
dominates. If excess demand exists in the matkatsarate, credit rationing will be the
equilibrium.

Paradoxically, in this model the very best creidiks do not seek funding because
they do not find it worthwhile. This may seem oldt it is important to remember that
these borrowers are not rationed. Instead, theyntarily drop out of the market because
the cost of being pooled with higher-risk borrowisrtoo great. The rationed borrowers
are the higher-risk borrowers who stay in the miaakel request funding.

Alternatively, Stigliz and Weiss show how changethie interest rate may also affect
the borrower’s choice of project, so that moraldrdzn project choice (sometimes
referred to as ‘asset substitution’ in the finaliiggature) can be another reason that the
lender’s expected return is non-monotonic in thergst rate. Suppose that the borrower

is able to choose among projects with differerkt peofiles. If, at a given interest rate,



the borrower is indifferent between two projectsgléz and Weiss show that an increase
in the interest rate will cause the borrower tdqréne project that has the higher
probability of default. Of course, the lender prsfthe safer project. Thus (with slightly
more restrictive distributional assumptions thathie adverse selection case), increases
in the interest rate once again can eventually tdtwe lender’s expected return, leading
to credit rationing.

Models of credit rationing need not posit rationfogall borrowers. Realistically,
some borrowers (certain firms for which informatmontrol problems are particularly
acute) may be subject to rationing while other tvers are not. Borrowers not subject
to rationing may be able to avoid rationing becahsé& prospects are more observable,

or because their behavior is more controllable.

Bank runs as credit rationing

The theoretical literature on credit rationing e deposit market (bank runs) has
some features that distinguish it from the literaton credit rationing in the loan market.
The ultimate causes of deposit market rationingleasimilar to, or very different from,
the causes of loan market rationing. As discusbesleg loan market rationing can reflect
either information and incentive problems in tharianarket or exogenous regulations. In
the case of the deposit market, rationing can resthler from incentive and information
problems relating to the depositor-bank relatiopgirifrom exogenous liquidity needs of
depositors.

With respect to the former, under some circumstaadeank run may reflect a loss of
confidence in the market value of the bank’s ags#folio and changes in bank
behaviour that attend such a loss. If the valu@fportfolio falls sufficiently, and if the
information and incentive problems are sufficierstivere, the perceived risk of losses in
the bank can prompt depositors to ask for theiregdrack because depositors have
reason to be risk-intolerant (that is, to be unagilto leave their money in a bank that has
too high a level of risk). An example of such a mlad Calomiris and Kahn (1991). Here
the depositor withdraws funds in bad states ofttbed because doing so is necessary to

prevent the banker from abusing his control overlthnk’s portfolio.



An alternative cause of credit rationing in the a@@pmarket is a shock to the
liquidity needs of depositors, which forces depmsito demand their funds from their
banks irrespective of the portfolio performancehaf banks. Diamond and Dybvig
(1983) is an example of a model of this phenomenon.

Bank depositor runs are but one specific exampleuf financial intermediaries may
be credit rationed due to creditor risk intoleranoé/or liquidity shocks. During the
1998 Russian financial crisis, for example, it wadely reported that many emerging
market hedge funds dumped their holdings of riggusities of all kinds in a scramble to
reduce their risks and thus re-establish the higdiity credit ratings needed to retain
their debtors. Intermediaries were also scramhbngccumulate liquidity, as many of
their claimants needed to withdraw funds to mele¢iobbligations related to the financial
market upheaval.

The limits of credit rationing

Credit rationing as a problem of information anadtcol (as it was modelled by Jaffee
and Russell, 1976, and Stiglitz and Weiss, 198pjoperly seen as an extreme case of
the more general phenomenon of capital market fatslon, which includes cases
where capital is misallocated (due to adverse 8eteand moral hazard) without any
rationing occurring. It is important to recognibat, from the standpoint of either
cyclical concerns about the transmission of moggtaticy or developmental concerns
about the efficiency of the allocation of capithk important phenomenon is not
rationing per se but rather the extent to whichntfaeket fails to allocate resources
efficiently. Even a market that never suffers froradit rationing can be highly
inefficient in its allocation of capital. In thatisse, credit rationing may be somewhat
beside the point. Indeed, the corporate finaneedlitire is full of examples of models of
market imperfections involving moral hazard andeade selection in which credit is
misallocated, and in which positive net presentt@glrojects are not funded or negative
net present-value projecse funded.

In some cases, firms may even be priced out ofrizwket for funds entirely, so that
they avoid funding profitable investments. For epanJensen and Meckling (1976)
show that the potential for asset substitutiomatexpense of creditors can make it much
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more costly for firms to access debt markets. ldgdasset substitution can make it
prohibitively expensive to issue debt. Note th# th not a case of credit rationing as
defined by Stiglitz and Weiss, since suppliersranerefusing credit. Rather, the high
asset substitution premium that firms would be gbdrif they sought credit can result in
a decision by the firm not to fund a positive nedgent-value investment. Similarly,
Myers and Majluf (1984) show that because of adreetection problemswhich are
particularly acute in the public equity markesome firms may decide to avoid issuing
equity to fund a positive net present-value inve&stimHere, again, a firm is not being
rationed by suppliers, but is unwilling to seelafiicing because of its prohibitive pricing.

As the literature on capital market misallocatiansl credit rationing developed in
the late 1970s and early 1980s, critics pointedsounte limiting circumstances in which
capital markets did not have a tendency to unddriositive net present-value projects.
For example, both adverse selection and moral Hgrablems can be overcome by
sufficient collateral. By placing collateral atkia firm could signal its high quality, or
commit itself not to abuse creditors by undertalemgessive risk (see Bester, 1985). Of
course, collateral is not always available, not @®stless to place collateral at risk. In the
case of a limited liability enterprise, the firmist worth limits its available collateral.
Firms that can finance themselves from internatifuand limited amounts of low-risk
debt can avoid the adverse selection and morarth@osts associated with external
finance, but young, growing firms tend to be incheé substantial amounts of external
finance, far in excess of their accumulated nethvdf borrowers use all of their
available ‘collateral’, then, on the margin, cadiatl cannot mitigate adverse selection or
moral hazard problems.

In the consumer context, it is also important wogrize that the moral hazard and
adverse selection problems that arise in corpdéeaing may differ in importance across
the various areas of consumer lending. For exammpbeal hazard may be limited in the
context of mortgage lending where actions destvadb the lender’s interest are likely to
harm the homeowner as well (consider inadequategqtion against the risk of fire, for
example). Furthermore, the modern use of creditescand loan-to-value ratios may
make mortgage lenders more knowledgeable aboyt@icant’s true credit risk than the
applicant himself, particularly if that applicaradhsignificant equity invested in the
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house and lacks experience in the credit markdb(ies, Kahn and Longhofer, 1994).
Under such circumstances, the implications of asb/eelection models (which depend
on the superiority of the information of the borevabout his type) may be irrelevant, or
even reversed. On the other hand, in the confaxtapllateralized credit card

borrowing based only on past credit records, unotaddy high-risk borrowers (those
who know that they are about to have major mediosats, lose their job, or become
divorced) may have strong incentives to borrow,lyimg the possibility for severe

adverse selection.

How is credit rationing measured empirically?

Although credit rationing is a widely discussed pbi@enon, there is a surprising
paucity of evidence confirming its existence. Kieg problem is that, while the concept
of a credit-rationed borrower is easy to undersiartieory, under each of the various
models of credit rationing discussed above it isezrely difficult to measure ‘excess

demand’ of individual borrowers or the similitudebmrrowers’ creditworthiness.

Indirect methods

Jaffee and Modigliani (1969) attempt to infer tliegence of credit rationing by
measuring the proportion of new commercial loangimated at the prevailing prime rate
and/or with very large loan sizes. The intuitibeyt use is that prime and/or large
borrowers have the lowest risk and are therefaeddast likely to be rationed. As a
result, a larger proportion of loans will go to skdow-risk borrowers when credit
rationing is severe. Jaffee and Modigliani use froxy to see how market factors affect
the prevalence of credit rationing. Of particutgerest is their result that increases in the
average commercial loan rate are associated wgtehievels of rationing, which seems
to confirm the appropriateness of their proxy fagdst rationing.

Other authors have attempted to measure whethaneotral loan rates are ‘sticky’
in response to changes in open-market interes.rdtke idea here is that in most credit
rationing models there is an implicit cap abovecahHenders will ration credit. As open-
market rates rise, this cap is more likely to beednmding, meaning that commercial

loan rates will not fully respond to changes inropearket rates. Following this
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approach, a number of authors, including Goldfé@b6) and Jaffee (1971), have found
that commercial loan rates are, in fact, slow fjoistdto changes in open-market rates,
and offer this as evidence in support of credibrang.

Berger and Udell (1992), however, provide convigaavidence that, although
commercial-loan rate stickiness does occur, it does a fashion that is inconsistent
with information-based credit rationing models. particular, they find that nearly half
of the observed loan rate stickiness occurs fardaaade to borrowers who are
exploiting a previously contracted bank loan connmeiit. Such borrowers are precluded
from rationing by contract. Furthermore, they shbat the fraction of loans made under
commitment actually decreases during times of tradrket tightness, exactly the

opposite of what one would expect should credibnétg be an important phenomenon.

Direct methods

Other authors have attempted to directly measwaditarationing using survey data to
identify ‘rationed’ borrowers. For example, Coxdakappelli (1990) and Chakravarty
and Scott (1999) use data from the Survey of Coestimances (SCF) in which
households are directly asked whether they recéiathg been denied credit or been
unable to obtain as much credit as they requesittiough these articles purport to
measure how some outside factor affects the ligelihof being rationed, it is not clear
that borrowers who self-report being denied crbdite, in fact, been ‘rationed’ in the
Stiglitz—Weiss meaning of the term. After all, itheenial of credit could simply reflect a
failure to properly select into the right risk ddaa order to be approved, or the fact that
the borrower was simply uncreditworthy at any iesgtrate.

With regard to business lending, Cressy (1996) assssnple of new businesses that
opened accounts with a major British bank to aagewhether credit rationing affects
the likelihood of business survival. He concluttest firms self-select for finance based
on the entrepreneur’s human capital, implying tiatredit rationing is occurring.

One strand of the empirical literature on crediorang, broadly defined, focuses on
whether differential mortgage loan denial ratesvieen white and minority borrowers
constitutes evidence of discrimination (a muchccreference is Munnell et al., 1996;

Ross and Yinger, 2002, provide an excellent revoéthis literature). Although the
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discrimination literature does not specifically igoon the question of whether borrowers
are credit rationed, any conclusion that one gtieuwfenied loans at a greater rate than
others after creditworthiness is controlled for Vaounply that a form of credit rationing

is occurring. This ‘rationing’, however, is distinfrom that in Stiglitz—Weiss because
the borrowers are not observably identical, andutigerlying cause of ‘rationing’ is
either lender preferences (Becker, 1971) or somma & statistical discrimination
(Calomiris, Kahn and Longhofer, 1994; Longhofer &wsders, 2005).

Evidence on ‘intermediary rationing’

In contrast to the limited evidence of traditiobakrower credit rationing, there is a
significant body of evidence supporting the ideat fimancial institutions are rationed by
their depositors. In recent years, a large litemhas developed examining the
determinants of deposit withdrawal from individbainks, and a parallel literature has
developed on systemic banking panics. These agtiitld that in circumstances where
the condition of banks is perceived to have detatgal, depositors withdraw funds rather
than simply demand a higher interest rate on dép{Salomiris and Mason, 2003;
Calomiris and Wilson, 2004). The links between ben#tracteristics and deposit
withdrawals observed in these and other similadisfisuggest that deposit rationing is
related to information and incentive problems, eatihan just liquidity shocks to
depositors, although such shocks may still plagie. r

Final thoughts

It is worth noting that improvements in underwritiprocesses may have
dramatically altered the practical impact of credtioning in recent years. The use of
risk-based pricing in consumer lending, includimgdit card loans and mortgages, has
become widespread, reflecting the increased alaifitgnders to distinguish between
borrowers with different risk profiles (see, forammple, Edelberg, 2003; Chomsisengphet
and Pennington-Cross, 2006). The same is truecimmercial credit markets, in which
instruments such as junk bonds, senior-subordirsgedritization issues, and the like
serve to provide financial market access to broak¥sses of instruments, borrowers and

risks. As a result, ‘sorting’ among borrowers @lenas increased, and today there is
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likely much less diversity in pools of ‘observalitientical’ borrowers than there was
when Stiglitz and Weiss first developed their modéihile this suggests that in some
markets credit rationing is a very different andnag@s less important phenomenon today
than it once was, an important potential role rem&or credit rationing, particularly as it
pertains to financial allocations in emerging méskéhe pricing of particularly opaque
segments of the lending markets of developed ec@srmand the ways in which

financial institutions may be rationed in respottsshocks to their portfolios.

Charles W. Calomiris and Stanley D. Longhofer

See also Akerlof, George A.; banking crises; capital flightedit markets in developing

countries; Stiglitz, Joseph
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