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International bank lending to emerging economies

Expansion of lending during the 1990s followed by a sharp retrenchment after the 
Asian crisis

The most volatile component of international capital flows

Diminished relative importance in the structure of international capital flows 
compared to the 1980s
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Recent trends

High expansion of lending to hedge funds and other investment funds;

High consolidation in banking industry at a global level: increase of claims in local 
currency;
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Lending to hedge funds 
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Local currency claims
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The BIS data on international bank lending

They are compiled from creditor’s side in a consistent way (IMF balance of 
payments data are compiled from debtors’ reports)

Two types of data collection: locational statistics and consolidated statistics
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BIS locational international banking statistics

Quarterly data on the gross international financial claims and liabilities of banks 
resident in a given country 

Information about international exposure of financial centers

Breakdown by currency composition and type of borrowers
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BIS consolidated international banking statistics

Show the maturity and the sectoral distribution of banks’ international claims 
according to the country of origin of those claims (the location of the head office)

Provide a measure of country risk exposure of national banking systems
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Recent trends in international bank lending
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Patterns in international bank lending: cultural and proximity factor

German-owned banks tend to lend more to Russia and Eastern Europe

US and Spanish banks expanded their lending predominantly to Latin America 

French banks have a preference in lending to African countries

Japanese banks lend more to the Asia-Pacific region
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“Push” and “pull” framework

“Push” factors are those deemed to be outside the control of a typical borrowing 
country (structural and cyclical conditions in lending countries)

“Pull” factors are related to economic policies, macroeconomic performance, 
investment opportunities and institutional systems of borrowing countries
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Push factors

Business cycles in lending countries

“Excess liquidity” in the major lending countries

Risk attitude of international investors

Changes in banking regulation
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Pull factors

Cyclical conditions in emerging market countries

Exchange rate regimes

Stock market trends  
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Some empirical findings
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Economic cycle and international lending

US banks tend to have a counter-cyclical lending pattern;

European and Japanese banks are pro-cyclical;

US banks appear to be less sensitive to risk aversion than European and Japanese 
banks (possibly because of more diversified portfolios); 
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Determinants of US banks lending
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Determinants of European banks lending
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Determinants of Japanese banks lending
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Carry trades, bank lending and exchange rate regimes

Carry trades stimulate bank lending to emerging economies;

Bipolar exchange rate regimes undermine the credibility of a carry trade strategy;

Tightly managed and intermediate exchange rate regimes foster international bank 
lending; 
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Fixed exchange rate regimes and international lending
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Intermediate exchange rate regimes and international lending
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Floating exchange rate regimes and international lending
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Inter- and intra-regional lending patters

Emerging markets are usually in the same “risk budget” in normal periods;

Signs of inter-regional “lending diversion” in times of stress;

Possibility of inter-regional hedging strategies;
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Inter and intra-regional patterns in “normal” times
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Inter- and intra-regional patterns in times of stress
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Conclusions

Both push and pull factors affect international bank lending

Push factors seem to determine the magnitude of capital flows whereas pull factors 
influence their geographic distribution
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Thank you!


