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Overview of the FSB’s annual global monitoring
exercise on non-bank financial intermediation
•

The FSB has been conducting annual monitoring exercises to assess global trends
and risks in the system of non-bank financial intermediation (NBFI) since 2011.

•

In October 2018, the FSB announced that it would replace the term “shadow
banking” with the term “non-bank financial intermediation” in future communications.
‒ This change is intended to emphasise the forward-looking aspects of the FSB’s
work to enhance the resilience of NBFI, and clarify the use of technical terms.
‒ It does not affect the substance of the agreed monitoring framework and policy
recommendations.

•

The monitoring exercise is conducted by the SCAV Non-bank Monitoring Experts
Group (NMEG).
‒ NMEG collects data/information and assesses trends, risks and innovations in
the non-bank financial space.
− The results of the 2018 monitoring exercise (Global Monitoring Report on NonBank Financial Intermediation 2018), reflecting data up to end-2017 from 29
jurisdictions*, were published on 4 February 2019.

*: They are 24 FSB member jurisdictions, Belgium, Cayman Islands, Chile, Ireland and Luxembourg.
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Two-step approach in assessing global trends and risks
in Non-Bank Financial Intermediation
•

The FSB’s system-wide monitoring is guided by a practical two-step approach:
‒ Firstly, authorities cast the net wide, looking at all non-bank credit intermediation
(NBFI).
•

In the FSB monitoring exercise, authorities will look at an aggregate
measure of all non-bank financial intermediation, referred to as “MUNFI”*.

•

MUNFI is composed of insurance corporations, pension funds, other
financial intermediaries (OFIs) and financial auxiliaries.

‒ Secondly, authorities then narrow the focus for policy purposes to
the subset of non-bank financial intermediation (NBF) that are involved in banklike financial stability risks.
•

Non-bank financial intermediation may pose bank-like risks to financial
stability if they are involved in credit intermediation involving leverage and
maturity/liquidity mismatching.

•

In the FSB monitoring exercise, this is estimated as the “narrow measure of
NBFI”

*:
Monitoring Universe of Non-bank Financial intermediaries.
Source: FSB (2011) Shadow Banking: Strengthening Oversight and Regulation, October
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Resilient non-bank financing is an important source of
funding for sustainable economic growth

Source: FSB (2019a) Global Monitoring Report on Non-Bank Financial Intermediation 2018, February
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Reference

Composition of OFIs

Source: FSB (2019a)

4

Narrowing-down the focus from macro to credit
and to potential financial stability risks

Source: FSB (2019a)
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Narrowing-down the focus to potential sources
of financial stability risks
Narrow measure of NBFI decomposition
29 Group
Evolution of the narrow measure by economic function
(EF)1,2

Breakdown of main type of entity types (at end-2017)

USD trillion

Percent of economic function (of 100%)

1

Net of entities prudentially consolidated into banking groups. EF1 = Economic Function 1; EF2 = Economic Function 2; EF3 = Economic Function 3; EF4 =
Economic Function 4; EF5 = Economic Function 5; Unallocated = assets of entities that were included in the narrow measure, but which could not be assigned to a
specific EF. 2 Some exchange rate effects have been netted out by using a constant exchange rate (from 2017). 3 Other EF1 includes hedge funds, consigned
financial planning, equity funds, currency funds, asset allocation funds, closed-ended funds, funds of funds and other investment funds (including jurisdictionspecific fund types). Others EF2 includes credit unions and venture capital firms. Others EF3 includes custodial accounts and pension funds. Others EF4 includes
investment firms, broker-dealers, financial guarantors and other OFIs.Others EF5 includes other entity types such as synthetic ETFs that are immaterial.

Source: FSB Global Monitoring Report on Non-Bank Financial Intermediation 2018; FSB calculations
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Reference

Evolution of narrow measure in Europe

Classification by economic function1: Europe
Relative size of economic functions, at end-2017, in per
cent

Evolution of the narrow measure by economic function2
USD trillion

Sample of countries: BE, CH, DE, ES, FR, IE, IT, LU, NL and UK. 1 Net of entities prudentially consolidated into banking groups. 2 Exchange
rate effects have been netted out by using a constant exchange rate (from 2017). Unallocated = assets of entities that were assessed to be
involved in NBFI, but which could not be assigned to a specific economic function.
Sources: Jurisdictions’ 2018 submissions (national sector balance sheet and other data); FSB calculations.
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Reference

Composition of the narrow measure by jurisdiction

Source: FSB (2019a)
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Post-crisis policies to enhance the resilience of
non-bank financial intermediation (NBFI)
The FSB has adopted a two-pronged approach to address financial stability risks in non-bank financial
intermediation (NBFI).
1)

Establish system-wide monitoring frameworks at the national and global level
• FSB’s annual global monitoring exercise to assess global trends and financial stability
risks
• FSB global securities financing data collection and aggregation

2)

Coordinate and develop policies to mitigate financial stability risks, with specific focus
on the following areas:
(i) the spillover effects between the banking system and NBFI;
(ii) liquidity and maturity mismatches as well as build-up of leverage in NBFI, notably
through money market funds (MMFs), securities financing transactions (SFTs) and OTC
derivatives; and
(iii) incentive problems and opaqueness in NBFI, notably in securitisation.

The objective has been to ensure that financial stability risks from NBFI are subject to appropriate
monitoring, oversight and regulation, while not inhibiting sustainable non-bank financing models that do
not pose such risks.
The approach is designed to be proportionate to financial stability risks, focusing on those activities that
are material to the system.
Source: FSB (2017) Assessment of shadow banking activities, risks and the adequacy of post-crisis policy tools
to address financial stability concerns, July
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Reference

Function-based policy framework for oversight and
regulation of non-bank financial intermediation

Source: FSB (2013) Policy Framework for Strengthening Oversight and Regulation of Shadow Banking Entities, August
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Addressing potential financial stability risks
from non-bank financial intermediation
Enhancing the resilience of evolving Non-Bank Financial Intermediation (NBFI)
In trillions of US dollars, 29 jurisdictions
Economic Function 1
Economic Function 2

•

MMF reforms

•

FSB recs on asset
management structural
vulnerabilities

•

BCBS guidelines on
step-in risk

•

•

Change in regulatory
status (e.g. acquisition
by banks)
Identification of nonbank non-insurer SIFIs

Economic Function 3

•

•
•

Change in regulatory
status (e.g. to bank
holding companies)
US tri-party repo market
reform
FSB haircut framework for
SFTs

Economic Function 5

•

•
•

Accounting rules on
consolidation of offbalance sheet SPVs
Basel III and guidelines on
step-in risk
Securitisation reforms on
transparency and
incentives

Note: The bubbles show examples of policy measures applied to the relevant economic functions since the crisis. Additional policy measures may have
been introduced at national/regional and international levels. Measures in bold are in force. Economic Function 4 (EF4) was not represented in this
graph as it is only 0.3% of total NBFI (narrow measure) assets. Source: Adapted from FSB (2017) and FSB (2019a).
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Maintaining vigilance to emerging risks
from non-bank financial intermediation (NBFI)

1. Monitoring developments in non-bank financial intermediation
–

Launch of 2019 global monitoring exercise on non-bank financial intermediation

–

Pilot phase of global securities financing data collection and aggregation

2. Developing and implementing policies to enhance the resilience of NBFI
–

Operationalisation and implementation of FSB policy recommendations on asset
management structural vulnerabilities

–

Review implementation timelines of FSB policy recommendations for securities
financing, in particular for its regulatory framework for haircuts on non-centrally
cleared SFTs.

–

A follow-up peer review in 2020 on the implementation of August 2013 FSB highlevel policy framework for oversight and regulation of non-bank financial
intermediation.

Source: FSB (2017) and FSB (2019b) FSB work programme for 2019, February
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Reference

Innovations in non-bank financing:
FinTech credit*

*: Credit activity facilitated by electronic platforms that are not operated by commercial banks.
Source: BIS (2018) Quarterly Review, September

13

ANNEX: Findings from
the 2018 Global Monitoring Exercise*

*: For details, see FSB (2019a) Global Monitoring Report on Non-Bank Financial Intermediation 2018, February
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Interconnectedness between banks and OFIs
remain around 2003-06 levels

Source: FSB (2019a)
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OFIs have significant cross-border linkages
relative to their assets

Source: FSB (2019a)
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Balance sheet data are collected to assess financial stability
risks for non-banks in the narrow measure
Assets
(1)

Total financial assets under management (AUM)

(2)

Gross notional exposure (GNE)

(3)

Credit assets

(4)

of which: loans

(5)

Long-term assets (> 12 months)

(6)

Short-term assets (≤ 12 months)

(7)

Short-term assets (≤ 3 months)

(8)

Liquid assets (broad definition)

(9)

Liquid assets (narrow definition)

Liabilities and Equity

(10)

Long-term liabilities (> 12 months)

(11)

Short-term liabilities (≤ 12 months)

(12)

Short-term liabilities (≤ 30 days)

(13)

Net Asset Value (NAV)

(14)

Shareholders' equity (> 12 months)

(15)

Shareholders' equity (≤ 12 months)

(16)

Shareholders' equity (≤ 30 days)

Risk Metrics

Off-balance sheet items

(17)

Total

(18)

of which: credit risk exposure type

(19)

Prudential consolidation indicator

Source: FSB (2019a)

17

Assessing risks based on metrics from
sector balance-sheet data for EF1

Source: FSB (2019a)
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Assessing risks based on metrics from
sector balance-sheet data for EF2

Source: FSB (2019a)
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Innovations
•

As a part of the forward-looking aspect of its annual monitoring exercise, the FSB collects
information on recent innovations from participating jurisdictions.
‒

This information is shared among jurisdictions, and the potential risks to financial stability
and benefits of these innovations, as well as how they might fit within the FSB’s monitoring
framework, are discussed within the Experts Group and, when appropriate, reported to
senior FSB committees.

•

In the 2018 monitoring exercise, the rapidly increasing role of online platforms and financial
technology-related non-bank entities that extend credit or facilitate credit creation (FinTech
credit) continued to be a common theme for recent innovations in NBFIs across participating
jurisdictions.

•

Participating jurisdictions also identified the following:
‒

FinTech credit-related developments (e.g. crowd-funding used to raise mortgage down
payments, crypto-asset-based lending, tokenised funds).

‒

Activities that do not necessarily fit into existing regulatory regimes or instances
where existing regulated NBFIs have branched out into new activities (e.g. regulated
hedge funds seeking regulatory approval for new activities, increasing flexibility for closedended funds).

‒

The revival in the collateralised loan obligations (CLO) market and the recent increase
in leveraged loans (especially those with covenant-lite structures).

Source: FSB (2019a)
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Case studies

•

In the FSB’s monitoring exercise, experts from participating jurisdictions collaborate in
developing case studies that look at non-bank financial entities and activities in more
details. They also often add forward-looking perspective.

•

In the 2018 Global Monitoring Report, case studies were included that focus on the
following topics:
(i)

FinTech credit: data, classification and policies;

(ii) recent developments in leveraged loan markets and the role of non-bank
financial intermediaries;
(iii) the non-bank credit cycle;
(iv) cross-border co-movement of NBFI systems; and
(v) the use of credit default swaps by non-bank financial institutions in the EU.
•

To enhance and encourage the sharing of research and ideas, in October 2018 a
research workshop was organised (jointly organised with the Central bank of Ireland).

Source: FSB (2019a)
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