
�������� ��	
�����

Dynamic Branching and Interest Rate Competition of Commercial Banks:
Evidence from Hungary

Judit Temesvary

PII: S0167-7187(15)00105-8
DOI: doi: 10.1016/j.ijindorg.2015.09.003
Reference: INDOR 2258

To appear in: International Journal of Industrial Organization

Received date: 31 July 2014
Revised date: 14 September 2015
Accepted date: 15 September 2015

Please cite this article as: Temesvary, Judit, Dynamic Branching and Interest Rate Com-
petition of Commercial Banks: Evidence from Hungary, International Journal of Industrial
Organization (2015), doi: 10.1016/j.ijindorg.2015.09.003

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/10.1016/j.ijindorg.2015.09.003
http://dx.doi.org/10.1016/j.ijindorg.2015.09.003


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT

Dynamic Branching and Interest Rate Competition of

Commercial Banks: Evidence from Hungary

Judit Temesvary1

Hamilton College and Cornell University
213 Kirner Johnson, Department of Economics
Hamilton College, Clinton NY, 13323 USA.

Tel: 607-592-5875. Fax: 315-859-4477
jtemesva@hamilton.edu

Abstract

I supplement previous models of bank competition by incorporating the endogenous

branching choices of commercial banks. I apply a dynamic structural model of banks’

branching and interest rate choices to a unique bank-level dataset on Hungarian com-

mercial banks during 2004-2007. I find that banks charge a premium in interest rates for

relative branch network dominance, and banks with relatively smaller networks are less

likely to close branches. I present significant and robust estimates of branch setup costs

and scrap values, and discuss the potential use of branching restrictions as regulatory

tools to alter lending rates and consumer surplus.
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