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Role of Regional Banks in Disaster Risk Financing
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Financial intermediaries play an important role in supplying capital necessary to recover from damage caused by a
natural disaster. A regional bank’s activity is constrained in that it can lend money only to enterprises located in a
specific region. Therefore, it is said that ‘a regional bank can be only as good as its region’. Activeness of regional
economy is vulnerable to a natural disaster as it causes damage to households and companies in a specific region at
the same time. Therefore, the vulnerability of regional economy to a natural disaster threatens operational
sustainability of a regional bank. In this paper, it is pointed out that the profit seeking behavior of regional banks
can contribute to alleviate vulnerability of regional economy to the natural disaster risk.
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