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Abstract 
  
The Riegle-Neal Act in the US and the Economic and Monetary Union in Europe are recent initiatives to 
stimulate financial integration. These initiatives allow new entrants to “poach” the incumbents’ clients by 
offering them attractive loan offers. We show that these deregulations may be insufficient since asymmetric 
information seriously hampers the integration of credit markets. Moreover, banks may strategically display some 
information hindering the scale of entry when asymmetric information is moderate. We also show that voluntary 
information sharing emerges only when asymmetric information is low. 
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t=1 t=2

Nature
chooses
borrowers'
types

BankA
charges
monopoly
interest rate

BankA
observes
project
outcomes and 
borrowers' types

BankA's
market opens 
up for 
competition
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decides
about
information
display

BankB
decides
about entry

Banks
simultaneously
set interest rates

Nature
chooses
the outcome 
of each project.
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