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Abstract

Under the hypothesis of asymmetric information, this disserta-
tion makes a deep research on bank reputation and how bank can ac-
quire public’s trust. There are six chapters in this article.

Chapter one begins with the defination of trust and reputation
and points out that trust and reputation promote trade under asym-
metric information. Trust stems from pursuit of long-term benefit in
multi-period game and is critical for economic development, business
cycles and policy effect.

The conclusion of chapter two is that the essence of bank is its
reputation based on repeated game which enables it to finance low-
risk projects. Non-bank enterprises play one-period game with depo-
sitors and can only finance high-risk projects. Uncertainty internally
arises from this character and makes depositors’ expectation about
the type of bank, or bank’s reputation, play a central role in the rela-
tion between depositors and bank. While a good reputation of bank
can promote economic development, the loss of reputation often trig-
gers banking crisis.

In Chapter three, emphasis is given to the ways to construct rep-
utation. It shows that essentially to construct reputation is a signaling
strategic investment, which has a separating equilibrium enabling
banks of different types to distinguish with each other. Practice in
American free banking period and private institutions in the 19th cen-

tury are employed to exemplify the above analysis.
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Chapter four analyses how regulation affects bank’s reputation.
Regulation represents the government’s effort to increase bank’s re-
putation. Government can set different rules of game under which

agents are faced with different strategy set and revenue function,

which results in different actions. Agents under institutions that can

effectively prevent cheating will be more prestigious that those under
other institutions. The impact of compulsory information disclosure,
capital adequacy requirement and portfolio restriction on bank’s repu-
tation is analysed.

In chapter five, it is pointed out that the influence of deposit insurance
on bank’s reputation depends on the degree of its guarantee of deposit re-
payment. In this chapter, I put forward the concept of time inconsistency in
deposit insurance, which means that government always offer full deposit
repayment during banking crisis to stablize banking system and the whole
economy regardless of its initial commitment. I develop a model about the
effective protection of deposit insurance, under the framework of which the
effect of deposit insurance on bank’s reputation is investigated.

Chapter six turns to the research of the reputation of state-owned
banks. With China’s state-owned banks as an example, it considers the
characteristic, causes and internal fragility. of the reputation of stated-
owned banks. It is pointed out that the reputation of state-owned banks,
supported by government’s reputation, is characterized by the coexistence
of good reputation and poor performance and internally fragile, To ensure
the reputation of state-owned banks sustainable, the reform that involves
replacing government-based reputation with genuine bank reputation is nec-

essary.,
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