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Abstract

Shadow banking system is a network of specialized financial
institutions that conduct credit intermediation similar to the traditional
banking system, i.e., it conducts maturity, liquidity, and credit
transformation, but without direct, or explicit access to public sources
of liquidity, and it is based mainly to the securitization and repo
techniques. This system has been drawing attention since global
financial crisis in 2008 because of its large role in the crisis and
outcomes that emerged then, and it has a set of risks that make it a real
threat to financial and economic stability. The nature of this system is
procyclical, and this research showed that this system has all harmful
consequences of procyclicality nature, that making the growth of the
size of shadow banking, as a share of total banking activities, reflected
in the fluctuations of GDP, as a main indictor of the economic growth
rate.
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