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1 Banks and Nonbanks Are Not Separate, but Interwoven, Liberty Street Economics,
JUNE 18, 2024, Link.
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Previously

Loans
backed by
accounts
Deposits receivable Cor
porate
’ Bank borrowers

Evolved structure: A private credit fund buys a loan portfolio from a bank, partly
financed by a bank affiliate.

~Senior Leans
financing backed by
pogrlt?;?o accounts
' ivabl
Bank affiliate — . | _nvate receivable | Corporate

creditfund ————— ™  borrowers
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OTC IRS
Hedge
Floating
Assets _ Floating -
EEE— Pension —_— > Bank- Fixed
Liabilities fund Fixed Dealer -—
-+ -——

Bank-Dealer manages liquidity risk, if any, and also counterparty risk from pension fund.

Floating Floating
Assets . - -
Pension Fixed IRS Fixed
Liabilities fund e ccp -

.

Bank-
Dealer

Pension fund manages liquidity risk with support from Bank-Dealer. CCP manages
counterparty risk.
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