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		Abstract

		We model mortgage refinancing as a bargaining game involving the borrowing household,
the incumbent lender, and outside banks. In equilibrium, the borrower’s ability to refinance
depends on the incumbent bank’s cost (dis)advantage relative to competing banks and the
average creditworthiness of borrowers in the local market. It is also driven by borrower
impatience and switching costs. We find empirical support for the key predictions of our
model in an administrative data set covering the universe of mortgages in Belgium. 
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