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Abstract

In today’s highly developed financial market, the shadow banking system and traditional banking
system are highly interconnected, and the risk firewall is virtually non-existent. Risks can be
smoothly transmitted to the traditional banking system through multiple channels, causing sys-
temic risks and radiating to the real economy, striking down the basic economy. Since the devel-
opment of shadow banking, experts, scholars, and relevant departments in China have been con-
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tinuously innovating regulatory methods and improving regulatory systems to maintain a clean
and stable financial market environment. This paper will explain the basic connotation of shadow
banking, and then measure the operational risk, liquidity risk and credit risk of shadow banking
with Matlab R2018a software, so as to find out the severe situation that China’s shadow banking
system is currently facing and analyze the risk. Based on the shortcomings of regulatory measures
and policies at various stages in China, relevant suggestions are proposed, including adjusting the
financial leverage reduction policy package, guiding funds to shift from virtual to real through
legislative policies, serving the real economy, strengthening legislative supervision, establishing
risk warning mechanisms, building information announcement platforms, and strengthening in-
formation disclosure. In order to better control risks and enable shadow banks to better serve the
real economy.
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Figure 1. Trend of leverage ratio (Data source: National balance sheet research center)
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Table 1. Operational risk of Lufax holdings
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