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Abstract

Shadow banking system has been the financial research focus since the
subprime crisis. Scholars give different studying perspectives with various opinions
on the nature and mechanisms of shadow banking system. But it requires further
and objective understanding not chaos and superficial discussion of shadow
banking. Only deeply understanding of its nature, theory origin and shocks on
monetary policy can lead to correct supervision. It’s just the research focus and
meaning of this book. This research tries to discuss the “new favorite” of
financial market—shadow banking system—with methods of induction and
deduction from the perspective of money theory.

Being named “banking”, the shadow banking system has the same nature of
private money supply with commercial banking. Since private money has various
forms in history, Chapter 1 retrospects and analyzes the evolution of private money
supply from commercial money to shadow banking’s credit creation. On the basis
of clear research idea, Chapter 2 reviews on research of shadow banking after
subprime crisis and tracking the latest international studies scope in its nature,
features, mechanism and regulating ideas. Chapter 3 describes and analyzes the
developing history and clues of US shadow banking with some real data. So far,
the former three chapters build basis of the research.

The theoretical focus of the research is the credit-creating mechanisms, its

macro-economic effects and solving ways of shadow banking, which is included in




Chapter 4, 5, 6, 7. Chapter 4 answers the question of why the shadow banking
is a form of private money supply, with further analysis of its credit-creating
function, mechanism and inner defection. As it has large scales, this private
money supply has effects on macro-economy. Chapter 5 analyzes its shocks to
commercial banks’ money supply, money market and central banks’ balance sheet.
In addition to it, there is inner relation between shadow banking and the
formation of systemic risk. Chapter 6 discusses this question with some facts of
subprime crisis. Chapter 7 reviews international regulation on shadow banking and
compares with the era of free banking, concluding the possible regulating ways—
Securities Lender of the Last Resort and private money management on
information.

Different thought origins derivative different options on shadow banking. It’s
a kind of off-balance sheet innovation of commercial banking, and the thought
motion is free banking. Free banking thought never disappears after the birth of
central bank. It has returned with different financial innovations more than one
time and the shadow banking is just one form. Chapter 8 proposes this opinion
with the clue of the evolution of commercial banks’ charter value from free banking
era to now.

China has been regarded as super powerful country in advance by the
developed countries, which is embodied in the expecting of Chinese voice in
international financial crisis and the concerns on China in some new research.
With the appear of US shadow banking, some scholars quickly relates Chinese
shadow banking and there are different opinions among Chinese scholars. Chapter
9 simply reorganizes these opinions and defines the scope of Chinese shadow
banking from the perspective of financial innovation. It suggests the direction of

Chinese financial innovation considering the needs of money market lastly.
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