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Company profits

» Companies retain the outcome once the loan has been repaid, taking into account
their own investment

> llg= [T®° . 7(1+R)LAF (n(1+R)L) — E

(1+T’L)L
» Companies seek loans if Il > 0, which gives a maximum loan rate 7,
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Bank profits

» Banks obtain the outcome if the loan cannot be repaid and are repaid for higher
outcomes

> T = [\ 7 (1+ R) LdF (v (1+ R) L)

+ Jryyr (1+72) LdF (x (1+ R) L)

Chapter 7.1: The consequences of uncertain outcomes Slide 4 of 7

Theoretical Foundations of Banking



Bank profits

» Banks obtain the outcome if the loan cannot be repaid and are repaid for higher
outcomes, up to the maximum loan rate at which companies demand loans

> I = fo(”’L) ( + R)LdF (x (1+ R) L)

+ ffj; 1+7r.)LdF (x(1+ R)L)
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Bank profits

» Banks obtain the outcome if the loan cannot be repaid and are repaid for higher
outcomes, up to the maximum loan rate at which companies demand loans, and

repay deposits
> IIp f(””L)L (1+R)LdF (x(1+ R) L)
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» Banks obtain the outcome if the loan cannot be repaid and are repaid for higher
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> lsoprofit curve of the bank: =5+ = ——#L
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Non-monotonous supply curve

onp
» Isoprofit curve of the bank: a(lgrL”) = ——E
6(1+rL)

» Positive for small loans, negative for intermediate loans
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Non-monotonous supply curve
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» Isoprofit curve of the bank: a(lgrL”) = S
o(1+rL)
» Positive for small loans, negative for intermediate loans, positive for large loans
=0

» Optimal profits are at m
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» Optimal profits are at m =0
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Non-monotonous supply curve

ong
» |soprofit curve of the bank: B(HTL) = ——#F
a(1+rL)
» Positive for small loans, negative for intermediate loans, positive for large loans

» Optimal profits are at m =0

= 1+rp=(F(1+7)L) - F(1+rL) L) (1+rL)

ollp _ 1+rg
= 3L = 157 > 0
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Non-monotonous supply curve

ollg

» |soprofit curve of the bank: a(lgrL”) = ——s
a(1+rL)
» Positive for small loans, negative for intermediate loans, positive for large loans
» Optimal profits are at 6(16}37;2)]4 =0
= 14+rp=F((1+7)L)—F((1+r)L))(1+rL)
oMp _ 1+

= SE =15 >0
= Maximal profits where the supply curve is decreasing
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