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Traditional Banking
What do banks do?
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Shadow Banking
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Step #1: Creation of MMF
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Step #2: Creation of Off-Balance
Sheet Institutions
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Step #3: Securitization
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Problems
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Step #4: Reversals
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Step #5: FED
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Money Market Fund Assets
Why? Mutual Funds
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ABS - Issuers
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Security-Broker + Deales (Investment
Banks (not done yet...)
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Federal Reserve Balance Sheet

Federal Reserve Assets - Dep. Inst.
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Federal Reserve
bought a lot of assets

Fed Purchases of Shadow Assets Through Banks
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