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Post-GFC: Rapid Growth of NBFI



Rapid Growth of NBFI: Benefits and Concerns

Benefits
• Broadening Access to Finance
• Diversifying Funding Sources
• Stronger Competition
• Improved Pricing
• Enhanced Financial Services
• Product Innovation
• Risk Sharing

• Capacity to absorb shocks

Financial Stability Concerns
• Liquidity Mismatches

• Illiquid assets/runnable liabilities
• Hidden Leverage

• Not just hedge funds
• Margin and Collateral Calls

• Amplification of liquidity demand

• Signs of growing vulnerabilities
• Disruptions to core bond markets
• Bank funding of private credit



Growing Vulnerabilities in Core Bond Markets



Private Credit: Canary in the Coal Mine?
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NBFI is Quite a Heterogeneous Space



FSB Roadmap to Strengthen NBFI Resilience

Liquidity Management Practices

• Money Market Fund Resilience (2021)
• Liquidity in Open Ended Funds (2023)

➢ Importantly: Little Focus on
Interaction with Banks!

Cross-Cutting Issues

• Liquidity Preparedness for Margin 
and Collateral Calls (2024)

• Mitigating NBFI Leverage (2025)
• Non-Bank Data Challenges (2025)



Bank Exposure to NBFI



Banks and NBFI: A Rather Symbiotic Relation



Risk Transformation rather than Risk Migration
(Acharya et al, 2026)

• Traditional thinking on NBFI dominated by Substitute Form
• Low-for-long saving rates
• Waterbed effect of Basel 3

• Bank credit lines rather suggest Transformation Form
• Credit risk warehoused by NBFI

• ‘Coarse’ capital requirements
• Liquidity risk remains with the bank since banks enjoy

• Deposit funding advantage
• Access to central bank facilities



A Comprehensive Policy Agenda
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