This essay is mainly focuses on the connection between of regulation on banking industry and market failure. Specifically, the first part is about the rational of regulation to against market failure, and the second part is about to critically analyse whether first part can be a good reason to  the necessity of the regulation of the banking industry as well as its limitations. 
Scholars have discussed about the emergence of regulation is reasonable or not for decades. However, when people realizeit is recognisable that there is no such thing as a complete free market or deregulation given that all market participants acquiesce to obey some rules and restrictions (Chang, 2011), some people agree on the rationality of regulationregulating banking industry. One of the many rationales of regulation is market failure (Llewellyn, 1999). Market failure refers to the market economy which fails to allocate the resource as people expected (Chaudhuri, 1990). According to Baldwin’s et al. conclusion (2012), there are in total 11 types of market failure (like such as monopoly, information inequality, externalities, anti-competitive behaviorbehaviour, equal bargaining power and Continuity and regulation of service). Thus, it is necessary to have regulations implemented on banking industry indicate the regulation’s emergence is necessary. 
We can imagine what happens when regulations are completely removed. Some monopolies happened appeared more than one century ago like the Carnegie Steel Company and Standard Oil of may re-emerge. In that case, not only can emerge some extreme wealthy businessmen businessmen, such aslike  Rockefeller and Carnegie, some who are among the most famous richest businessmen in human history, but also leads to the damage to the market. Competitive markets would disappear and be replaced by a sayan ultimate control in over prices and exploitation of workers. Additionally, within monopoly market, the innovation and scientific research of businesses will be affected, which is also detrimental to the productivity of the society. In the twenty-first century with With the rapid development of iInternet and information technology in the twenty-first century, people's reliance on the network makes the value of information more expensivemuch higher than before. B because information collection is very costly., when When there is no regulatory intervention, people's decision-making will be limited by information asymmetry and more easily affected by the business like banks which can more easily get access to the information more easily like bank because business can mis-selling product to customers. This will certainly violate the interests of the public. 
Externalities might may have negative effect under no regulation circumstance., Tthe price of a product does not reflect the real cost of the society's production of the product, so it leads will lead to overconsumption. Even if it reduces production costs in the short term, much of the damage to the environment is irreversible and difficult to put a monetary value on. Anti-competitive behaviours is are also more frequent in the absence of regulation., when For example, a firm can push its market out by slashing prices so that its competitors cannot survive in the short term, and then recoup the profits from the increased market share. Equal bargaining power, regarded as a prerequisite for fair market distribution, is likely to become unequal inequal without regulation. In this case, the laborlabour force will be easily exploited by the capital side, and the basic rights and physical and mental health of workers will be hard to be guaranteed without equal bargaining power. On top of that, firms that provide cyclical services without the help of regulation will have to bear the costs of their products or services when demand is not there. At the same time, businesses may also divide customers, focusing only on providing services to those who are well offareas that can bring high profits, and giving up on those who are from remote and low profit areas, which is obviously unfair to consumers. 	Comment by W B: Is this the right way to use?
Fortunately, Tthe damagedamages from those market failures can be eliminated or limited by the regulation. To fight against monopolies, regulators can use antitrust law to crack prevent monopolies, as the Supreme Court did in 1911 when Standard Oil was broken up into 34 separate companies, or the Justice Department broke up AT&T into seven companies in 1982. Regulators can also issue market warnings about products that are problematic before consumers make a decision, while controlling that information is more widely available and affordable to prevent consumers from being harmed by information asymmetry. On the other hand, rRegulation can allow external spill-overs to be eliminated through pricepricing, thus reducing the harm to third parties such as the environment. Like Similar to the regulation of monopolies, the competition act would can make the market more competitive while through the preventing prevention of anti-competitive practices. To prevent laborlabour from being exploited because of unequal inequal bargaining power, regulators use laws to empower employees to balance bargaining power. For those offering which offer seasonal new products, regulators can also help with price adjustments and seasonal subsidies.
Given the description of the drawbacks caused by market failure, when market failure occurs, consumers, most enterprises, society and the economy will suffer losses. From the perspective of interests, the interests of public are obviously difficult to be protected in the market failure. Therefore, it is very necessary to control market failures. As we can see from the previous paragraphdiscussed above, regulation can prevent and limit different types of market failures. Therefore, one of the rationalities of the existence of regulation is that it can effectively deal with the market failure effectively.
Regulation is significantly important for banking industry. First of all, the modern banking industry is different from the institutioninstitutions which only letting deposit and taking take loan in the past, and the bank is now a business taking that takes risk (Matutes and Vives, 2000). In this case, banks need regulation more than other industries. Secondly, banking is not only a business, but also an important pillar of the modern economic system, which plays an important role in the allocation of market capital. Once the market failure of occurs in the banking industry occurs, the negative impact will spread to other industries and even the whole economy like and thus may cause the financial crisis. Especially under the globalization nowadays, market failure in the banking sector in one single country is likely to eventually become a global crisis. The 2007 global financial crisis, for example, credit overused not only from because that the Federal Reserve kept has been keeping interest rates low for a long time, but also because banks lent mortgage to individuals with a high probability of default and lent a lot of money to risky projects. Banks also marketed to customers financial products such as Collateralized Debt Obligations (CDOs) that were difficult to assess risk. The above behaviorsbehaviours belong toare examples of information asymmetry in market failure. Individual's understanding of their credit statusese is completely based on the credit assessment from the bank. When banks accepts the lending, people will not doubt their credit statuses. Customers’ understanding of financial products is also mostly based on the introduction and promotion of bank managers. Due to the role of information asymmetry, people know obtain far less information than banks, and most decisions can only be made based on banks’ suggestions. The banking industry will also have negative externalities during the financial crisis, because the financial crisis will affect all sectors of the society and have a negative impact on social productivity, employment rate and household income. Based on thisThus, the regulation of the banking industry is particularly important. 
Because market failures in the banking sector can lead to huge harm that indicates regulation of the banking sector is important, in order to prevent a recurrence of the conditions that triggered trigger the crisis. The banking regulatory reform post crisis can reflect the application of supervision in the banking industry in response to market failure. DODDs -- Frank Wall Street Reform and Consumer Protection Act is a good example of it., Mortgage Reform and anti-lending acts are aimed at preventing banks from again lending money to people who can't afford to repay loans., The Bureau of Consumer Financial Protection, on the other hand,  was is created to monitor loans and process of repaying payments. In order to reduce the negative externalities of market failures in the banking industry, the bill strengthens systemic risk reform by establishing the Financial Stability Oversight Council., introducing It introduces the prudential Requirements includinge, risk based capital Requirements, liquidity Requirements, limits on concentration and credit exposure, leverage limits (debt to equity no more than 15 to 1) and stress tests. These laws aim to reduce the probability of a bank falling depression by increasing the amount of capital that banks hold against potential risks and their assessment of risks.
From the above examples, these banking regulatory reforms are likely to prevent previous market failures happening again., Wwe can conclude that the regulatory of the banking industry can effectively limit the market failure. However, it does not mean that the solution can perfectly eliminate market failures. Regulation do have some limitations. First of all, the implementation of regulation is expensive., Tthe cost of setting up a regulatory organization, passing a bill, training the regulator, monitoring the market, and updating the regulatory system is expensive, and not every country can afford to pay that much money for banking regulation. Meanwhile, regulation itself is lagging behind., Bbecause it is difficult for people to predict how the market and technology will develop in the future, so regulation can only be based on current and past experience. When new products and technologies appear emerge on the market, regulators may lack effective supervision in a short period of time. Moreover, market regulation cannot solve all market failures. There is still no once-and-for-all effective solution to the moral hazard and Too Big To Fail caused by market failure in the banking industry today. At the same time, the regulation of the banking industry itself sometimes leads to intractable abuses such as regulatory arbitrage and regulatory capture.
In conclusion, the negative impact on the market caused by market failure can be prevented or limited in terms of regulation, which and thus can justify the existence necessity of regulation to deal with market failure. Besides, the reform of banking regulatory post crisis can prevent the previous market failure from happening again, and we can suggest that regulation is one of the solutions to the market failure of the banking industry. However, the limitations of regulation makes it impossible to expect that it can completely eliminate the market failure in the banking industry.
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