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Weak recovery
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Nonfinancial business
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Source: Federal Reserve, Financial Accounts, Table D3, Series LA104104005.Q . Shaded areas show NBER designated recessions.
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Source: Financial Times, 16 September 2017



Source: IMF, Global Financial Stability Report, April 2017, p. 12



Employment & earnings
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Source: Bureau of Economic Analysis, Chain-Type Quantity Indexes for Value Added by Industry. 
Shaded areas show NBER designated recessions  
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Banks



Source: Federal Reserve Bank of New York, Quarterly Trends for Consolidated U.S. Banking Organizations, Q1 2017, p. 35



Top 10 bank holding companies, 2010

Source: Cetorelli et al, The Evolution of Bank Complexity, FRBNY Economic Policy Review, December 2014, pp. 103 



Source: Federal Reserve Bank of New York, Quarterly Trends for Consolidated U.S. Banking Organizations, Q4 2016, p. 36

Largest US bank holding companies, 2016



Source: Federal Reserve Bank of New York, Quarterly Trends for Consolidated U.S. Banking Organizations, Q1 2017, p. 31



Source: Federal Reserve Bank of New York, Quarterly Trends for Consolidated U.S. Banking Organizations, Q1 2017, p. 12



Source: Federal Reserve Bank of New York, Quarterly Trends for Consolidated U.S. Banking Organizations, Q1 2017, p. 33
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Source: Federal Reserve Bank of New York, Quarterly Trends for Consolidated U.S. Banking Organizations, Q1 2017, p. 17



Shadow banks
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Shadow credit intermediation

Source: Poszar et al, Shadow Banking, FRBNY Staff Report No. 458, February 2012, p.11
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Facility Aim Dates

Commercial Paper Funding Facility Backstop of CP and ABCP issuance 

(steps 1 & 2 of shadow credit process)

Oct 07 – Aug 10

Term Asset Backed Loan Facility Backstop of ABS issuance (step 3) Mar 09 – Jun 10

Maiden Lane LLC Backstop Bear Sterns’ ABS Apr 08 – Jun 10

Term Securities Lending Facility Improve quality of broker-dealers securities 

warehouses (step 4)

Mar 08 – Feb 10

Maiden Lane III LCC Backstop AIG financial products (step 5) Oct 10 – Aug 12

Term Auction Facility ‘Onboarding’ of off-balance ABS with SIVs & 

conduits (step 6)

Jul 08 – Mar 10

Primary Dealer Credit Facility Backstop tri-party repo system involving 

MMMF (step 7)

Mar 08 – Feb 10

Federal Reserve’s Emergency Lending Facilities

Source: Poszar et al, Shadow Banking, FRBNY Staff Report No. 458, February 2012 & Federal Reserve Board, various, for dates



‘Risks are elevated in the non-bank sector, where “run” 

and “redemption” risks are increasing as a result of 

leverage and maturity transformation and deeply 

interconnected wholesale funding chains … the 

protracted low-interest rate environment is again 

driving the search for yield’

IMF, US financial system stability assessment, July 2015

“I worry a little bit about the fact that we in the United 

States do not have very good mechanisms for dealing 

with the nonbank sector, the shadow banking system,” 

Stanley Fisher, Federal Reserve Vice Chair, IFF Oct 2016



Financial markets
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Source: BEA, International Transactions, Table 1.1 (Current account balance)
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‘Draining the swamp’

• Repeal ‘Obama care’

• Major infrastructure investment programme 

• End ‘unfair’ trade relations (TPP, NAFTA?)

• Relaxation of financial sector regulation

• Tax ‘reform’



‘A Financial System that creates Economic 
Opportunities. Banks and Credit Unions’ (June 2017)

• ‘Dodd-Frank created a new set of obstacles to the recovery by imposing a 
series of costly regulatory requirements on banks and credit unions’

• Threshold for stress tests to be raised from $10bn to $50bn assets; 
flexibility to exempt those with more than $50bn 

• Liquidity coverage ratio narrowed to include only internationally active 
banks

• Banks with $10bn or less assets exempt from Volcker rule; proprietary 
trading restrictions not to apply to banks with more than $10bn assets 
unless exceed threshold amount (!)

• Simplify definition of proprietary trading and allow banks to more easily 
hedge risks

• Change compliance program requirements to decrease regulatory burden 



‘Unified Framework for Fixing Our Broken Tax Code’ 

(September 2017)

• Corporate taxation
– Reduce rate from 35% to 20%
– Investment in equipment to be fully expensed for at least 5 

years
– Adopt territorial system which exempts foreign earnings from 

US tax
– TPC estimate: Reduce tax revenue by $2.6tn 2018-27

• Personal taxation
– Simplify from 7 to 3 rates: 12%, 25% & 35% (currently 39.6%)
– Increase standard deductions
– Eliminate most other deductions (except mortgage interest)
– TPC estimate: Increase tax revenue by $470bn 2018-27



Proposed income tax bands

Source: ‘Six Charts That Help Explain the Republican Tax Plan’, New York Times, 
27 September 2017





Summary

• Leading indicators (profit share, investment) suggest expansion could be 
coming to end

• Corporate sector highly indebted due to large pay-outs to shareholders

• Household indebtedness declined, but exposure to consumer credit rising 

• Banking sector has raised capital reserves, but still low and rules very 
complex; new proposals would relax requirements, especially for big 
banks

• Shadow banking taking increasing risks; beginning to expand again but 
vulnerable

• Tax proposals envisage major reductions for corporations and top incomes


