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This study assesses, from a microeconomic theoretical perspective, competition conditions and market power in
the Mexican commercia banking market. Our econometric estimations, using time series, indicate a low price
elasticity of demand for bank credit, which, in combination with high market shares and according to the
Lerner index, indicates that major banks have elevated market power; the profferedvalues of the Lerner index
range between (0.11) and (0.68) for the seven leading banks, (0.00) for small banks, and (0.34) for the weighted
average of the entire market. On the other hand, the estimated competition indicators confirm the exercise of
market power and the lack of a competitive market, during at least the last decade, resulting in alarge fraction
of unserved economic agents by commercial banks
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