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aRBRAHZE, RIFEH:
€2 > 1/p2. (17)
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KREREHMELERLH 6 M RBEEHEFIT 0 AT 6 935, HLH%E
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Abstract Because the recent currency crises in emerging markets simulta-
neously had banking crises, a full understanding of the crises requires an explicit
modeling of the banking sector with firni microeconomic foundations. This paper
develops one such model of twin crises by employing the information-based bank run
models, thus gives an endogenous explanation of how fundamental weakness causes
the twin crises and how banking and currency crises interact with each other. The
model captures the essential features of the recent emerging market crises, and is
particularly consistent with the recent East Asian experience.
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