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Figure 2: Monitoring intensities in the single-bank and the two-bank game. The figure shows how the monitoring 
intensity         of the single bank, the overall monitoring intensity        and the individual monitoring intensity             

of  the two  banks change as the cost of monitoring m increases. The loan rate is assumed to be the same in the 
two games, i.e.,                 
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Figure 3: Monitoring costs in the single-bank and the two-bank game. The figure shows how the monitoring costs            
of the single bank and the total monitoring costs        of the two banks change as the cost of monitoring 

m increases. The loan rate is assumed to be the same in the two games, i.e., 
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Figure 4: Loan rates in the single-bank and the two-bank game for a low success probability of the project. The figure 
shows how the loan rates    of the single bank and     of the two banks change as the cost of  monitoring m increases. The 
figure is drawn for a success probability        = 0.4.
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Figure 5: Loan rates in the single-bank and the two-bank game for a high success probability of the project. The figure 
shows how the loan rates     of the single bank and      of the two banks change as the cost of  monitoring m increases. The 
figure is drawn for a success probability       = 0.6
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Figure 6: Firm’s expected profits with single-bank and  two-bank lending. The figure shows how the firm’s expected profits  
when it borrows from a single bank and         when it borrows from two banks change as the cost of monitoring m and the private 
benefit B increase. The figure is drawn for a success probability of the project       = 0.4. 
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Figure 7: Monitoring intensities in the bank-investor and the two-bank game. The figure shows how the monitoring 
intensity      of the single bank co-financing the firm with outside investors, the overall monitoring intensity       and the 
individual intensity       of the two banks change as the cost of monitoring m and the private benefit B increase. The figure 
is drawn for a success probability of the project       = 0.4.
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Figure 8: Total repayment in the bank-investor game and loan rate in the two-bank game. The figure shows how the total 
repayment            of the single bank and the outside investors and the loan rate     of the two banks change as the cost of 
monitoring m and the private benefit B increase. The figure is drawn for a success probability of the project       = 0.4. 
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Figure 9: Firm’s expected profits with bank-investor and two-bank lending for a low success probability of the project. The 
figure shows how the firm’s expected profits         when it borrows from a single bank and outside investors and        when 
it borrows from two banks change as the cost of monitoring m and the private benefit B increase. The figure is drawn for a 
success probability        = 0.4.
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Figure 10: Firm’s expected profits with bank-investor and two-bank lending for a high success probability of the project. 
The figure shows how the firm’s expected profits     when it borrows from a single bank and outside investors and        

when it borrows from two banks change as the cost of monitoring m and the private benefit B increase. The figure is 
drawn for a success probability       = 0.6.
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