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Procyclicality of Shadow Banking: Facts, Principle and Resolvent
ZHOU Liping (Institute of Finance and Banking, Chinese Academy of Social Science, 100732)

Abstract: The problem of commercial banks’ procyclicality has been studied by many scholars, while it
hasn’t been widely researched for the procyclicality of shadow banking in financial markets. This article tries
to answer why there exists procyclicality in shadow banking and its mechanism. It reviews classical literatures
of financial procyclicality and finds out some descriptive facts of shadow banking’s procyclicality in
sub-prime mortgage crisis. After micro-analysis of its feedback loop and principle of procyclicality, it
concludes the solution and strategy.

Keywords: Shadow Banking, Procyclicality, Feedback Loop



