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Abstract : The rapid development of shadow banking system and its implication are becoming hot topic after this
round of international financial crisis. However, most of literatures are focusing on the impact of shadow bank-
ing on the financial stability and regulation. There are few papers discussing its implication on the monetary pol-
icy. This paper analyses the characteristic of the current shadow banking system and its credit creation, and
discuss its impact on the monetary policy. Finally, we try to provide some policy recommendations.
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