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Earnings: Every local earnings story can include a look at where the company or financial institution gets its money. How much comes from borrowing, and what kind of borrowing? Reporters especially could watch for financial institutions that are borrowing short and lending long without FDIC insurance – in other words, doing shadow banking.

Student loans: Housing wasn’t the only bubble fueled by shadow banking. For example, we also had a student loan bubble. Many reporters have written about this bubble but not that it’s a feature of shadow banking.

Federal Reserve: The Federal Reserve conducts monetary policy largely through shadow banking, so it wants to keep shadow banking in operation. The Fed is partly responsible for the absence of shadow banking reform.
Money market funds:  Money market funds are major lenders to shadow banks, and they were leaders in the run on shadow banking in 2007 and 2008. In other words, they were a big cause of the crisis. They also were victims of the crisis, as the Reserve Primary Fund broke the buck and the entire industry was threatened with losses. Press reports frequently tell about money market funds breaking the buck, but they rarely mention the role that money market funds played in causing the crisis, and little has been done to prevent that from happening again.

Dodd-Frank and Basel:  Shouldn’t every update on the progress of Dodd-Frank, the law Congress passed in response to the crisis, and Basel III, the new international bank regulations, include an update on shadow banking?

Securitizing firms:  In shadow banking, financial institutions create separate companies, often offshore, to pool and securitize loans. These securitizing firms are like the off-balance-sheet vehicles that Enron created to hide its debt. They’re often structured as charitable trusts, with some dividend paid to charity. What charity?

U.S. deficit:  For a shadow bank to borrow money, it needs to have securities to put up as collateral. Today, shadow banks in the U.S. are borrowing about $3 trillion dollars a day. For collateral they usually use U.S. Treasuries and mortgage securities backed by Fannie Mae and Freddie Mac, because these securities are viewed as safe. What will happen to shadow banking – and to the creation and distribution of credit in this country - (1) if the U.S. pays down its debt so there are fewer Treasuries, or (2) if the U.S. defaults on its debt and Treasuries no longer seem safe, or (3) if Congress abolishes Freddie and Fannie and their securities disappear? Asked another way, is it realistic to expect that the U.S. will dramatically pay down its debt, or default on its debt as Congress has threatened, or abolish Fannie and Freddie?


Tight credit: Although shadow banks still borrow $3 trillion a day, that’s down from $5 trillion in 2008. Why? Partly because lenders won’t take subprime mortgage securities as collateral any more. That’s a big reason it’s harder to get credit these days. Reporters usually let experts blame today’s tight credit on lack of demand caused by the bad economy, or on stingy big banks, but a big part of the problem is the disruption of shadow banking. 

Car loans: One area of shadow banking is still doing pretty well: Car loans, including subprime car loans.
Credit market risk: Shadow banking is very profitable. Bankers would like to get it going again. So they are inventing new kinds of securities to sell and to use as collateral. Reporters can examine these instruments to see if they might be dangerous to the financial markets.


Hard money: In the collapse of shadow banking, private lenders are stepping up to do the subprime lending (home equity, used cars, and so on). How’s that going?

European crisis:  Financial institutions in Europe are having a financial crisis partly for the same reason financial institutions had a crisis in the U.S. They depend on being able to borrow on the shadow bank market, but lenders won’t take their collateral (Greek and other European government debt) any more. In every story about the EU crisis, reporters could include this context.


For other story ideas, check out:

http://ftalphaville.ft.com/
http://www.secfinmonitor.com/
http://www.sifma.org/newsletters/
http://repowatch.org/
