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1. introduction - 

The last general review of international capital markets by 
the executive ward was the discussion of SM/82/1U5 (EBM/82/1YU-191, 
b/31J/6L). However, important aspects of this general subject were 
discussed in the context of several subsequent Board papers. First, 
iaSld2ll94 (IUILLI8L) l-1 contained a section on “The Financing Role of 
Lnternational Banks.” Second, the Executive Board, as part of the 
of World Economic outlook discussion, considered a staff paper (ID/83/2. 
l/19/83) surveying trends and prospects in international capital 
lnarkets and recent external debt developments. 21 Third, the Executive 
8oard has discussed most recently SM/83/45 (318783) 31 dealing with 
“Fund Policies and External Debt Servicing Problems”: moreover, one of 
tne background papers (SM/83/47, 3/9/83) dealt specifically with 
payments difficulties involving debt to commercial banks. Finally, 
the general suoject of the market’s role and prospects as a source of 
rinance for the developing countries has been touched on In Executive 
noard discussions of several specific country situations. 

Given these circumstances, the present staff report is shorter 
than those wnich have been prepared in recent years. section II 
briefly reviews capital market developments in 19d2 and early 1983; 
section ILL discusses a number of issues facing the market; and 
section IV takes up the question of prospects for market financing 
flows in IYtl3 and lY84. The final section (V) presents some 
concluding observations which may help focus the Executive Lloard’s 
discussion of tne subject. 

Tne present paper will be accompanied by a background paper 
wnich provides factual information and analysis on capital market 
developments in lY82, macroecononic factors underlying those develop- 
ments and. in general, a dilicussion of how such factors may have a 
bearing on broad market developments in the current year and the 
period just beyond. 

11. Uevelopments During 1982 and Early 1Y83 

1. uverview 

Ouring 1962 real GNP in industrial countries declined, as 
did the value of world trade (Table 1). Wlth inflation subsiding 
in lnany countries, real interest rates (calculated on an ex post 
b.isis) remained nigh, even tnough nominal interest rates declined in 
international markets. *Chile this decline in nominal interest rates 

------- 
I/ “Tne Adequacy of Existing Arrangements to Deal With Major Strains 

irl-tnti internatLona1 Financial System” (discussed at EB1>1/82/15U-151, 
1 I/ 13/d’). 

-11 Uiscusscd at tidPI/JJILL-23 (1/3L/Y3) and Etl1~/83/24 (2/Z/&$3). 
li t6~1/a3/ 17-x (4lbin3). 
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groducrd a snarp increase in the funds raised through the bond markets 
during lYd2, this was primarily of relevance to borrowers from indus- 
trial countries, as the access of non-oil developing countries to 
international bond markets remained extremely limited in 1982. 

dy mid-IY82, the continuation of relatively high real interest 
rates. coupled with adverse developments in export markets, had contri- 
buted to the emergence of severe balance of payments difficulties 
for the largest market borrowing countries. Some of these countries 
had become vulnerable to disruptions in normal bank lending not only 
because ot their large dependence on banking flows in financing their 
current account imbalances, but also because of the significant 
increase in the proportion of bank debt which needed to be refinanced 
every year. Following vigorous lending to non-oil developing countries 
during the first half Iof the year, the emergence of large-scale debt 
servicing problems brought new bank lending to these countries to a 
virtual strndstill in the third quarter of 1982 (Table 2). Although 
some lending resumed in tnr fourth quarter as the crisis atmosphere 
subsided, the lYI(.! total of net new bank lending to the non-oil 
developing countries amuunted to less than one half of the 1Y81 total. 

Ouring lY82, the total of identified current account deficits 
declinea in absolute terms for the first time since lY76 (Table 1). 
For some countries, particularly in the group of non-oil developing 
countries, the reduction in their current account deficits was at 
least in part due to financing constraints. These developments were 
reflectea in a decline in total net new international lending through 
banks and bond markets. 

ljhile the current account deficit for the group of non-oil 
developing countries declined to $87 billion in IY82, compared with 
$lUtJ billion in lYti1, their net borruwing from international capital 
markets was equivalent CO only 31 per cent of their current account 
deficit plus accumulation of reserves. This compares with 46 per cent 
in 1981. and S: per cent during 19&J. Relative to long-term borrowing 
from official sources, use of Fund credit, and short-term borrowing of 
monetary authorities from other monetary institutions, bank borrowing 
assumed a smaller role in providing external finance to these countries 
tlldn nas been the case previously. Moreover, for this group of countries 
as a whole tnerr was a substantial drawdown of foreign exchange reserves 
by some 57 billion in lY82. 

.~a~ness in global economic activity during 1982 resulted in both 
d relative and an aosvlute decline in oil prices, and a progressive 
tircrriorarion in tne current account position of the oil-exporting 
developing cuuncries. 111 rhe second half of lYtl1, these countries, as 
d uuup, oegan to withdraw funds from international banks to Einance 
tneir ~rowinA cdcrent drficiLs. by the third quarter of 1982, these 
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countries had become the largest “et user of funds from international 
banks (Ta~lr 2j, whereas as recently as 1980 the oil exporting 
developing countries “ad been tne largest “et suppliers of funds to 
the banks. 

2. Lnternational banking 

a. Overview 

‘The rate of growth in international bank claims 11 declined 
sharply to IU per cent in 1982, as compared with a ra;e of growth 
IOf 21 per cent in 1981, and a” average rate of 23 per cent per year 
recorded durin,+ iY7b-&U. In absolute amounts the 1982 net bank 
lending totaled SY5 billion, compared With $165 billion in 1981 
(‘cable 2, and Gnart I). This slowdown in lending was also accompanied 
“y an important shift in the composition of the borrowing countries. 
?lost seriously affected were the centrally planned economies, as the 
aosolute level of bank claims on these countries actually declined 
by $b billion during lY82 (Appendix Tale 1). 2/ This decline was 
concentrated in the first half of the year, as-the debt payments diffi- 
culties which had emerged during 1981, principally involving Poland, 
appeared to have diainisned the market’s willingness to undertake signi- 
ficant new lending to countries in Eastern Europe. There was net new 
lending to all otner country categories. While claims on industrial 
countries accounted for about 61) per cent of the increase in total claims 
ia both 1981 and 1982, the relative share of claims on non-oil developing 
countries declined sligntly in 1382 (Chart 2). Net lending to the non- 
oil developing countries which had continued at a rapid pace through 
the first Ihalf of lY82, came to a” abrupt halt during the third quarter 
as the mar&t \~as severely affected by the sudden emergence of debt 
servicing difficulties in Mexico, Argentina, and Brazil. Only in the 
fourth quarter of LYUL did some lending to non-oil developing countries 
rrsulne ( and tne” only on a sodrcate scale and primarily to countries 
such as those in Asid and tiurope which had not been directly affected 
by tne perceived regionalization of risk in Eastern Europe and Latin 
America. 

Keflecting the slowdown in the growth of banks’ international 
assets, tne flow of “et uew deposits from almost all country groupings 
aeclinrd during 1982 (Table 2). klost striking was the turnaround in the 
position or tne oil exporting developing countries. In 1979 and 1Y80 

--iI As measured by thexnk for InternationaL Settlements (&IS) for 
ba:ks in the t(IS reporting drea, which includes the Group of Ten 
countries, hustria, L)enmarK, Lreland, and Switzerland, and the branches 
of U.S. banks in the t%ahamas, tne Cayma” Islands, Hong Kong:, Panama, and 
Singapure. Tne figures cited here are “et of interbank redepositing and 
nave been adjusted to remove valuation effects associated with exchange 
rate cllangrs. 

iI hunga ry , which became cl Fund member in mid-1382, is classified as 
n 0on-oil developing country. 
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l 
these countries' deposits increased ay about S4U billion in each year, 
with a high proportion of their external assets being placed with 
banks in the r)IS reporting area. The subsequent weakening in the 
current account position of oil exporting countries had resulted in a 
slowdown in new deposits of the entire group to only $5 billion in 
lYd1, and in a $IY billion decline in their deposits in 1982. Nearly 
half of the IY82 decline occurred in the fourth quarter of the year, 
ss both the volume and price of oil exports fell. Thus, in relative 
terms the industrial countries oecame increasingly important as a 
source of funds during lY82, even though in absolute terms net new 
deposits of tne industrial countries fell to $lUZ billion in lY82, 
compared with $141 billion in 1981. 

As a result of tnese developments in lending and deposit taking, 
the net flow of funds from the industrial countries to the rest of the 
world through the international banks increased marginally to $45 bil- 
lion in lY82, compared with $42 billion in 1981 and only $7 billion in 
1Y)tlU (Table 2). In addition, the $6 billion decline in bank claims on 
the centrally planned economies meant that these countries as a group 
were also net providers of funds to the banks during 1982. The oil- 
exporting developing countries, which had been important net providers 
of funds to the international banking system in recent years, became 
the largest net bOrroWerS during 1982. The net flow of funds to the 
non-oil developing countries remained high through the first half of 
lY82, totaling 517 billion. However, with the emergence of payments 
difficulties for the largest borrowers in the group during the second 
nalf of the year, the net flow of funds to these countries slowed to 
sb aillion during these six montns. 

Uata on medium-term publicized international bank credit 
commitments indicate a decline to $99 billion in 19b2, compared with 
$14b billion in lY&il (Table 3). tlowever, the lY8l figure includes 
an estimated $5U billion in extraordinary commitments to U.S. 
corporations in connection wit" takeover bids. When the data are 
adjusted for this anomaly, total commitments were virtually unchanged 
during the two years, while at the same time there was a sharp decline 
in actual lending. Adequate data for the analysis of this divergence 
are not yet available. The average terms of new commitments during 
lY82 showed only a moderate increase in lending spreads and a small 
decline in tne average maturity compared with 1981, despite a wide- 
spread perception of increased risk in international lending during 
15)s~ (Taale 3 and Chart 3). Tnis may be explained by the reduction in 
syndications for many of the countries experiencing the most severe 
debt servicing problems. However, lending spreads on commitments to 
developing countries increased significantly over the course of 1982 
(Table 3). uata on spreads must be interpreted with caution as they 
do not reflect fees and charges; reliable and complete information on 
the latter are not readily available. 

Uata on new commitments now available for the first quarter of 
1Y83 indicate only a slight reduction .in total comlnitments to 
$19.3 billion, compared witn $22.1 billion during the same period of 
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CHART 2 
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CHART 3 

TERMS ON INTERNATIONAL BANK LENDING, 1973-82 
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IYUL (l‘aolr 3). tioweve r , nearly hali of the commitments during th? 
tirsc quarter uf 1983 were extended to tlexiso iS5 biLli&) and arazil 
iS6.r uillion) as part of debt restructuring arrangeaents with commer- 
cial D~IIKS in conjunction with Fund-supported programs. MOI~OWr, 
cuuunitments to tnese t”u countries account for about YiJ per ct?nt of 
new commitments to non-oil developing countries in the first quarter 
ui IY&J. Excluding new commitments to Brazil and I-lexico, there “as 
a suretantial decline in the pace of total new lending commitments, 
particularly tu non-oil developing countries. ‘This result would be 
consistent witn the expressed preference of the international banks 
to suostantially curtail their participation in medium-term syndicated 
sovereign lending operations in favor of project- and trade-related 
tinance and loans organized tnrough private placements. While it 
appears that the average maturity of new commitments did not change 
suostantially during tne first quarter of 1983, there are indications 
that lending spreads leave increased in the first quarter of 1983, and 
dre widenin,: even for many industrial countries. 

uuring recent years outstanding debt tu banks had grown rapidly 
fur some of the Larger developing countries which had relied heavily 
on market finance to cover tneir current account imbalances (Appendix 
‘Table I). Uver the same period, there was also a general increase in 
the share oi bank debt maturing within one year (Table 4). While this 
was: an important trend for some of the large non-oil developing 
cuuntrirs, it was even more pronounced for the group of oil exporting 
Cmlnt r1es. The maturity of outstanding bank debt of industrial countries 
uutside tne fiLS reporting area also shortened. While 81s: data on bank 
ueot waturity are only available through June IYU?, they indicate that 
there was a significant decline in the share of short-term debt out- 
standing fur centrally planned economies in the first half of 1982. 

kegarding the effects of recent developments on the capital 
position ot the international banKs, an examination of the aggregate 
capital-asset ratios (and other observation ratios) of banks in major 
capicdl market countries reveals no uniform trend (Table 5). Eloreover , 
diffrreoces in tne national definitions of bank capital, the treatment 
of prudential reserves, and valuation of banks’ assets prt?cludes inter- 
country comparisons of developments. More specifically, greater 
rmpnasis has been placed recently on write-offs and provisioning for 
nonperforming loans in some countries. To tne extent that retained 
earnings oc capital are redesignated as specific provisions, the capital 
asset ratio will be reduced, reflecting that the deterioration in the 
quality sot banK assets nas weakened the banks. However , the creation 
uf wrltr-offs and provisions once such deterioration had occurred does 
,113t imply that banks are in a weaker position than if they still carried 
their nonperforming loans at full value. The data presented here would 
imply tnat problems of capital adequacy wet-e not a grneralized formal 
constraint to international lending during 1982. H”“tWer, uncertainties 
in evaluating the riskiness ot many external assets has heightened the 
IUarKet’s awareness of potential problems of capital adequacy, and contri- 
Duted CO d murr cautious lending posture of banks. The relevant capital 
ratio for banlis in such countries as Canada, Germany, the Netherlands, 
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'Table 4. Short-Term Claims l/ in Per Cent 
of Outstanding Bank Claims, 1978-82 

(In per cent) 

WC. Dec. Dec. Dec. June 
19711 1979 1980 1981 1982 

industrial countries (other than 
Group ot Ten, Austria, Denmark, 
Ireland, and Switzerland) 41.5 41.4 43.0 44.0 44.2 ____~____ 

011 espurting countries 
liigeria 

47.6 5u.n 53.1 5b.Y 55.Y ~-__-- 
Y-b.8 3.6 31.1 33.3 32.8 

Venezuela 54.3 61.1 58.8 61.5 59.9 
utller 45.8 47.1 52.0 57.6 57.2 

Aon-oil developing countries 

Six largest borrowers 21 
Argentina 
tirazil 
tbJre.3 
,\iexico 
Philippines 
Yugoslavia 

Uther 

44.7 43.? 45.5 46.1 ____ 
34.6 37.5 44.4 44.5 

(51.4) (51.5) (52.3) (46.8) 
(28.3) iLY.3) (35.4) (34.7) 
(57.3) (55.6) (b1.3) (57.8) 
(31.8) (34.6) (44.2) (48.7) 
(51J.1)) (52.7) (58.1) (5ti.9) 
(19.4) (23.2) (27.9) (28.0) 

54.2 4Y.2 4b.Y 4d.2 

46.8 

45.5 
(51.8) 
(33.8) 
(57.0) 
(50.0) 
(60.5) 

(26.0) 
48.5 

Centrally planned economies 31 41.9 41.0 38.4 43.1 40.9 _. __---- 

All countries 44.4 43.8 45.b 47.1 47.2 

-_-- --___-_- -.--__ 

SOUICC~: Hank for lnt?rnational Settlements, The Maturity Distribution of 
Lnternational Bank Lending. - 

t/ ttrmaining mdturiLy #of *nr year ,~f less. 
Ti As of end-December 19811. 

3 - Excluding Funo memoer countries. 
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Table 5. Capital-Asset ratios of Banks in Major 
Capital Market Countries, 1977-82 iI 

(In per cent) 

1977 1978 1979 1980 1981 1982 

Canada Ll 3.40 3.27 
France Tl 2.36 2.011 
Germany; Federal Republic of i/ 3.41 3.32 
Japan o/ 5.28 5.12 
The Netherlands LJ 4.41 3.86 
Switzerland g/ 

Largest 5 banks 6.09 6.20 
All banks 5.59 5.68 

United Kingdom 
Largest 4 banks 91 5.90 6.30 
All ba"K.s 101 5.20 5.20 

United Stacer 
Largest 10 banks II/ 4.17 4.06 
Largest 25 banks g/ 4.52 4.41 
Large banks with foreign offices 121 . . . 4.5M 

3.16 
2.43 
3.31 
5.13 
4.29 

6.11 6.18 5.78 5.52 
5.63 5.66 5.36 5.19 

6.10 5.SO 5.20 4.80 
5.10 5.00 4.47 4.14 

3.93 4.01 4.19 4.93 
4.29 4.36 4.53 5.09 
4.47 4.49 4.54 4.62 

2.98 3.46 21 3.65 
2.22 1.99 1.87 
3.27 3.26 3.31 
5.28 5.25 5.03 
4.20 4.33 4.60 

SOUrCe: Fund staff calculations based on data from official sources. as indicated in footnotes. l 
I/ tiiven the problems of consistency across banks and over time in the accounting of bank 

as;ets and capital, aggregate figures such as the ones in this table must be interpreted with 
caution. 

2, Ratio of equity plus accumulated appropriations for losses (beginning with 1981. appro- 
pr?aciws for contingencies) to total assets (Sunk of Canada Review). 

3, The changeover to consolidated reporting from November 1. 1981 had the statistical effect 
of-increasing the aggregate capital-asset ratio by about 7 per cent. 

4, Ratio of reserves plus capital to total assets excludes cooperative and mutual banks 
(C%nission de Controle des Banques, Kapport). 

5, Ratio of capital including published reserves, to total assets (Deutsche Bundesbank. 
Monthly Repon). 

D/ Ratio of reserves for possible loan losse$, specified reserves. share capital, legal 
re;erves plus surplus and profits and losses for the term to total assets (Hank of Japan, 
Economics- Statistics tionthly). 

7, Ratio of capital, disclosed free reserves and subordinated loans to total awets. 
ElTgible liabilities of business members of the agricultural credit institutions are nor 
included (tie Nederlandsche Bank N.V., Annual Report). 

e(, xaclo of capital plus reserves CD total assets (Swiss National Bank, Monthly Report). 
j/ Ratio of share capital and reserves. plus minority interests. to total assets (Bank of 

E&and). 
I", Ratio of capital and other funds (sterling and other currency liabilities) to total 

azets (Bank of En&and). Note that these figures exclude U.K. branches of foreign banks. 
wnicb normally have little capital in the United Kingdom. 

II/ L(atio of primary capital to total assets (Comptroller of the Currency). 
El Banks with assets of SluO million or over-in 1981 there were 190 such banks (Board of 

ti~ernors of Federal Reserve System, Federal Reserve Bulletin). 
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and tnr United States iucreased during IYtiZ, while for France, Japan, 
Switzerland, and the United Kingdom the ratio decreased. It appears 
gnat banks domiciled in countries whose currency depreciated against 
tile dollar during lYtl2 tended to suffer deterioration in their capital- 
asset ratios, as the domestic currency value of their international 
portfoliu was inflated by exchange rdte movements, but was “ot offset 
by similar valuation effects on bank capital. It is possible that 
valuation ertects could have caused banks to exceed their internal 
country exposure limits in some specific cases, thus precluding new 
loans to certain borrowers. 

b. Interbank markets 

The international interbank market is a short-term market which 
operates in a rapid and informal wanner, often through brokers, with a 
minimum of documentation. 11 The customary role of international inter- 
ba”~ markets has bee” to ffee individual banks from the need to match 
deposits and loans to nonwanks o” their own balance sheets, as the 
matxet allowed rapid intermediation between banks with excess funds 
and those with unfunded lending opportunities. Banks also have bee” 
able to utilizr the interbank market to adjust quickly the maturity 
Structure and currency composition of their portfolios in response to 
uarl‘et developments. i)aoks participating in this market usually are 
welt know” to each other and, even though it has been customary that 
certain ba”KS tended to “e net takers of funds while others were “et 
placers, it is expected that over time a bank utilizing the interbank 
market as a tool of liquidity mana&eme”t will participate in both 
lending and borrowing operations. Differeotiatio” between the perceived 
truality of uurcowers “as bee” expressed in terms of credit limits more 
~“a” tnrougn price diacriminatio” (“tiering”), as access to the market 
was geurrally limited to ba”Ks of the first rank. As the international 
operations of commercial banks expanded during recent years, foreign 
“ra”cws and subsidiaries of banks domiciLed in some non-oil developing 
countries began to participate in tllis market, joining the major 
oa”&s croa industrial cowtries. 

Although data on interbank operations remain fragmentary, it is 
renown tnat A suusca”tial proportion of gross international bank claims, 
perhaps two thirds to tllrrr fourths (of the total, are actually inter- 
ban& credits. Lt is also known that d large percentage of these 
interbanK credits, perhaps as high as (one half for banks in certain 
countries, are ortween different offices of the same bank. Al though 
there is no necessary linkage between interbank operations and final 
Lending. it appears that increased access to funding opportunities in 
tne iaterbank ;oarket in recent years greatly aided the entry of many 
ix+“Ks--particularly nondoLlar-based banks z/--into international 
operdt~ons, and especially the syndicated credit market. 

___- ___ 
I/ Tralisaccions RX agreed over the telephone, and confirmgd-by telex. 
Ll banks neadquartrced uutside the United States, whose capital is - 

denominated in currencies otiler than the U.S. dollar. Xuch banks 
tyPic.illp llave Limited dccess tu direct deposits from “oIlbanks in dollars. 



uuring lYi5’. the interbank market was disturbed by two different 
developments. continued economic weakness in the industrial countries 
adversely affecteo tnr general quality of the domestic assets held 
by batis in major industrial countries. By mid-19d2, there was d 
shortening 01 maturities in interbanK markets, and some of the banks 
in major industrial countries with problematic domestic assets became 
suo~ecc to adverse tiering (i.e., differential pricing) in the market 
and limitations on their access. At about the same time, it became 
apparent in tnr course of debt restructuring negotiations that foreign 
branches and subsidiaries of certain banks headquartered in non-oil 
developing councries had been utilizing short-term funds obtained in 
interbank mawets tu fund medium-term domestic lending in the country 
or domicile. I\l0rt?“Ver) it became evident that many of the traditional 
participants in the international interbank market had not been awarr 
ot the degree Of maturity mismatching engaged in by some of the more 
recent participants, nor of tne concentration of sovereign and 
transfer ~LSK I/ tne Loan portfolios of these banks contained. - 

It also seems that many oanks had not adequately monFtored their 
actual internanlc expusure to other participants in the market Once 
cneir lntrrnal Lending Limits were established. lloreover, in some 
instances banKs aid not include interbank exposure under their overall 
country lending limits as they did not consider such operations as 
subject to sovereign risk. Tnere were several instances where, as 
payments difficulties emerged, banks headquartered in that country 
rapidly increased tneir international interbank borrowing. Although 
the rapid utilization of lending Limits should have provided a danger 
signal to banns from other countries participating in the interbank 
market, relevant information often was either not readily available 
or not regularly scrutinized. As the true dimensions of this problem 
became apparent during lY82, many banks from developing countries 
found their access to increased interbank borrowing severely curtailed 
or eliminated. Except in certain specific cases, it appears that many 
traditional market participants were cutting back unused portions of 
their lending Limits, rather than reducing their actual interbank 
exposure, thus precluding further rapid increases in such exposure 
witnout explicit review of lending limits. 

Ln a number or cases, however. most nOtabLy in Brazil, 
difiicultles in maintaining interbank exposure were an important 
factor contributing to the emergence of external payments difficulties 
during 1ynz. aoreover , access to’interbank markets proved to be a 
central element in tnt? negotiations of various debt rescheduling 
arrcingements in late 1982 and early LY83. ALSO, the turbulence in 
interbank markets during mid- to Late LYtlL probably added to the widely 
noted reluctance of many smaller and nondollar-based banks to continue 

I/ Transfer risk refers to the possibility that an otherwise solvent 
n”&overri&n debtur will be prevented from meeting international obli- 
gations due to denial of access to foreign exchange. 



to increase their international exposure, due to a heightened 
perception of funding risk. The absence of these banks in new lending 
was particularly telt in the syndicated credit market where it made 
the task of selling down of large credits considerably more difficult 
for the lead ban@.. 

C. Commercial bank debt restructuring 

The prolonged global stagnation of recent years, together with 
nigh real interest rates in international markets, aggravated the 
external payments situation particularly of the non-oil developing 
countries, and an unprecedented number of countries have experienced 
severe external debt srrvicing difficulties. More recently, declining 
oil prices have also weakened the balance of payments situation of 
sume or the oil producing countries. As a result, there has been a 
sharp increase in the number of countries which have approached commer- 
cial DankS either for a formal debt rescheduling or for other forms of 
debt relief. In certain other cases, the deterioration of the per- 
ceived creaitwor'cnlness of a country in large part was due to the 
"contagion" effect of the debt servicing difficulties of other 
countries in the same region, rather than any explicit change in the 
economic situation of the country itself. 'The generally observed 
snortrniny; of the average maturity of outstanding bank debt over recent 
years made a number of borrowers more susceptible to confidence 
prOblemSa Jurin$ IYtc2 and early 1983, some 25 developing countries 
completed or were engaged in negotiations for some form of multi- 
lateral commercial uank debt restructuring. As of mid-LY82, this 
group included the largest borrowers in international capital markets 
(Taolt? 0). ay end-LYXL, the total external claims of banks in the 61s 
reporting area on these 24 countries (excluding Liberia, which is an 
orfshore financial center) totaled $2UY billion, fully 20 per cent 
of the total external claims of these banks (net OE interbank 
redepositing). For those major borrowers engaged in negotiating 
restructuring arrangements during the second half of 1982, new lending 
generally appears to nave ceased, or bank exposure even had declined, 
at Least until the conclusion of negotiations and the implementation 
of the restructuring arrangement. 

'Cne number af bank debt restructuring arrangements either under 
negotiation or completed since the end of 1981 is unprecedented; as is 
the amount of dent subject to these arrangements. In many ways the 
negotiations resemble earlier cases of commercial bank debt restruc- 
turing. Hanks remain generally unwilling to reschedule payments-- 
particularly interest--in arrears, to reschedule future interest 
payments, or to restructure principal maturities at less than market- 
reLated interest rates. tlowevrr, some or the recent reschedulings 
dirfer from previous cases in that banks have been willing to commit 
tnemsrlvrs to increase their net Lending as part of a restructuring 
arr.3ngement. ~doreovrr, typically this new Lending was closely linked 
to a program suppurted oy the Fund. At present the total of such 
commitments is estimated to amount to over $I.! billion. In certain 
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Table 6. Veveloping Countries Ranked by 
Vebt to Banks. June 1982 11 

(I" millions of U.S. dollars) 

1. 
L. 
3. 
4. 
5. 
0. 
7. 
(I. 
9. 

I". 
11. 
12. 
1J. 
14. 
13. 
Ib. 
17. 
18. 
19. 
LU. 
Il. 
LZ. 
23. 
24. 
25. 
‘!b. 
27. 
LM. 
‘!Y. 
3u. 
JI. 
JZ. 
33. 
34. 
35. 
36. 
37. 
3n. 
JY. 

Mexico 21 
Brazil?/ 
venezueia 21 
Argentina it - Korea 
South Africa 
Chile 21 
Philippines 
Yug0s1av1a 21 
Greece 
Portugal 
Indonesia 
Algeria 
Nigeria 21 
tlungary 
Kuwait 
Israel 
Colombia 
Ewpc 
Malaysia 
Saudi Arabia 
Peru 21 
Thailand 
Ecuador Ll 
Romania if 
United A;eb Emirates 
Turkey 21 
Morocco 
Ivory Coast 
Iran 
India 
China 
Costa Rica 21 
Sudan 21 - 
Uruguay 21 
no1ivia ?I 
Tunisia - 
Zaire 
namer""" 

64,395 40. 
55,300 41. 
27,249 42. 
25.305 43. 
19,994 44. 
14,125 45. 
11,757 46. 
11,365 47. 
9,967 48. 
9.720 49. 
8,uJl 50. 
8,155 51. 
7,728 52. 
6.714 53. 
6,418 54. 
6.274 55. 
6,126 56. 
5,473 57. 
5.350 58. 
5.309 5Y. 
5,268 60. 
5,21b bl. 
4,79b 62. 
4,674 63. 
4,469 64. 
4,449 65. 
3,Y56 66. 
3.712 67. 
3.161 68. 
2.142 69. 
1,577 70. 
1,295 71. 
1.238 72. 
1,146 73. 
1.1lY 74. 
1.053 75. 
1,014 76. 

9YI 77. 
Y37 78. 

Dominican Republic 2, 
Pakistan 
Kenya 
Libya 
Nicaragua 2/ 
Trinidad e;;d Tobago 
Zimbabwe 
Gabon 
Syria" Arab Republic 
Zambia 21 
Pereguey 
Jordan 
Honduras '&I 
Congo 
Cyprus 
Jetlleice 
Sri Lanka 
Papua New Guinea 
Niger 
Qatar 
Oman 
Guatemala 
Senegal 21 
EL Salvador / 
Viet Nam 
Medagascar 21 - 
Iraq 
Ghana 
Tanzania 
Tog” 21 
Melawi 21 
Mauriti;s 
tturme 
Yemen Arab Republic 
Guyana 21 
Guinea 
Bangladesh 
Benin 
Botswana/Lesotho 

881 
869 
830 
830 
796 
753 
719 
685 
644 
608 
574 
555 
547 
542 
4.39 
475 
470 
412 
394 
382 
365 
354 
351 
348 
346 
317 
310 
267 
251 
249 
208 
169 
167 
141 
137 
136 
126 
121 
104 

l 

a 

sources: sank for International Settlements, The Maturity Distribution of 
International dank Lending; and Fund staff estimates. 

I/ nesides the Fund member countries listed in this table, some 39 other 
developing countries are either classified es offshore banking centers or 
their outscandlng dews to MIS reporting banks amount to Less than 
us$ltiiJ million. 

/ Currently in the process of formal mulcllateral debt restructuring 
vitn commercial banks or has completed such a process since January 1982. 
Liberia also completed such a renegotiation in 1982. however, it is not 
included in the above table because of its status as a" offshore financial 
Ce"C.?r. 

_?I Currently in the process of a formal bilateral debt renegotiation. 

l 



- 15 - 

cases, commitments were ALSO made by the banks to maintain a given 
level of snort-term exposure (including interbank operations) to a 
country in tne context of d restructuring agreement. 

J. dond markets 

During 19X2, international twnd markets continued to expand at 
tnr rapid rate first evident in the fourth quarter of 1Y81 (Table 7). 
Anile foreign bond issues grew from $;?I.3 billion to $25.1 billion 
cetween IYdl and IYdZ, Eurobond issues expanded even more rapidly, 
rising from $20.5 billion to $40.4 billion (a 75 per cent increase). 
TII~S surge of bond issues reflected a number of factors. From the 
point of view of investors, tne most important ones were the prospect 
of substantial capital gains as nominal interest rates declined 
(especially for longer term issues), the emergence of a positively 
sloped yield curve in lilost of the major financial markets, and a con- 
tinuance of high real yields on bonds. During some recent periods, 
issues denow1nated in certain currencies (such as the U.S. dollar) 
also proved attractive to bond purchasers when there was the prospect 
tnat the currency would appreciate relative to other major currencies. 

Lndustrial country borrowers dominated both the foreign and Euro- 
bond markets. The largest foreign bond marwt issuers in lYtl2 were the 
industrial country borrowers (517.0 billion) and international organiza- 
tions ($7.4 oillion). Taken togetner, these two groups accounted for 
97 per cent of all foreign bonds offered (versus Y4 per cent in 1981). 
eveloping countries saw their shdre of foreign bond issues fall from 
D per cent in 1981 to only 3 per cent in IY82. With an increased 
perception or risK, issuance of developing country bonds has fallen 
particularly sharply since tue second quarter of LYtlZ. During the 
July IYd:-February IYSIJ period, developing countries issued only 
sIoJ million of foreign bonds out of total issuance of $18 billion. 

Ln the turobond marKets, industrial country entities increased 
tneir borrowing from 5LL.7 billion in lY81 to $30.2 billion in 1982. 
AS a result ot this hign level of issuance, industrial country Euro- 
bonds rose to 87 per cent of total Eurobonds in 1982 from 82 per Cent 
in IYhl. iven thougn total iurobond issuance by international organi- 
zations grew from $2.5 billion in 1Ydl to $3.3 billion in IY82, 
tneir sudrt! of total rurobond Lssues actually declined from Y to 7 per 
cent. Zurvbonds issued by developing countries rose from $2.2 billion 
in 1‘161 co 2J.I) DiLLion in IY8’. During the second half of 1982, the 
position of developing cwntries was somewhat stronger in the Eurobond 
mdrwts tnan in rvrrign bond markets. Ln the Lurobond markets, 
developing countries were able to issue a Little over $1 billion during 
tnr July-oecember LYUl.! period. During January and February 1983, 
ihowever, tnerr was a snarp fall-off in Eurobond issues by developing 
countries , witn only $42 million being marketed. In Light of the 
financial market disturbances experienced in lY82. Lenders showed a 
strong preference tar low-risk investments. Ln the bond markets, 
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Taole 7. lJev~Lopmrnts in Lnternational tJond Markets. 1978-82 

(In billions of U.S. dollars) -__ --_-__--- 

IY7L( lY7Y 1980 lY81 19UP .__ -_-- 
---- ____--__._ 

Net bond marwt lending 

Uy category of norrower 
Industrial countries 
Urvelopiq countries 
lJthrr (including inter- 

national organizations) 

‘1~ curreucy of denoa.ination 
U.S. dollar 
Ueutsche mark 
Swiss franc 
Japanese yen 
Uther 

lntrrest rate developments 
Eurodollar deposits I/ 
Uollar Eurobonds 21 - 
Ueutsche mark international 

bonds 21 - 
-- 

AJ 

IY 
‘I 

7 

37 
22 
20 
I3 

d 

8.7 
8.8 

b.L 

-“3 g 2 

“2 2U 27 
3 2 3 

Y 6 7 

(In per cent of total) 

3Y 42 bU 
20 22 5 
24 20 17 

8 b 7 
9 1u 11 

(In per cent per year) 

12.1) 14.4 Lti.5 
10.1 12.5 14.4 

7.2 u.u LO.2 

58 - 

4b 
3 

Y 

62 
8 

16 
5 
9 

13.1 
14.5 

9.1 

Source: Urganization for Economic Cooperation and Developwent; and 
LlW, Interuational Financial Statistics. 

I/ Three-month deposits. 
Zl Wnds with remaining maturity oi 7-15 years. 
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tnese portfolio preferences led investors to concentrate on instruments 
issued by entities in the industrial countries and by international 
organizations. 

Although a variety of new instruments were introduced in 
international bond markets during lY82, there was also a resurgence 
of interest in the use of tne traditional straight debt issues, since 
these offered prospects ror significant capital gains based on expec- 
tations of declining interest rates. On the other hand, borrowers 
Sought to replace Some short-term debt by issuing longer term bonds. 
ln the tiurodollar bond market, for example, straight debt issues 
rose from >7 to 08 per cent of total issues between 19&ll and 1982. 
At the Same time, convertible bond issues fell from 10 to 3 per cent 
of tne total mar&et, and floating rate notes continued to account for 
approximately 3U per cent of the issues in the Eurodollar bond market. 
Une major new instrument introduced during LY82 was the “partially 
paid” bond Which aLl,>wed purchasers to defer payments on bond purchases. 
Tnese bonds attracted investors who anticipated declining interest 
rates. Ln addition, there was extensive use of interest rate swaps 
tnac involved the exchange of fixed rate debt for floating rate debt. 

despite the sharp upturn in the level of bond issuance, there was 
no major lengthening of maturities in the international bond market, 
due to an apparent lack of investor demand for longer lnaturity issues. 
In many major financial markets, there was a shift of funds out of both 
Snorter (less tnan 5-year maturities) and longer term instruments toward 
medium-term jb-IU year maturities) instruments. The average maturities 
of the instruments used in the Eurobond markets remained in roughly 
tnr 7-Y year range cnat has prevailed during the last few years. 

1LL. Issues Concerning the Markets 

in denrral, banks in industrial countries appear to perceive the 
present situation as a time for a careful stocktaking and perhaps 
reassessment of tneir domestic and international growth and Lending 
strategies. on balance, this attitude of banks is not entirely or 
p.zrnaps even primarily a reflection of the emergence of international 
debt problems, altnough this is certainly one of the important factors. 
Nnile baxs--and banK supervisors--have perceived a decline in the 
quality of banks’ international assets, there is also widespread 
concern that tne economic problems of industrial countries and the yet 
uncertain proaprcts for d sustained recovery have impaired the quality 
of hanlis’ dlomrstic assets as well. indeed, in a number of countries, 
odn~s and tlleir supervisors have telt a need for substantial write- 
ufrs and pruvisioning a&Cost domestic lending risks. Banks ’ behavior 
in tlliS regard iS largely dependent on the tax treatment such actions 
dre attorded. Preliminary indications are that banks in J number of 
countries nave added substantially to loan loss provisions against 
Doth uomrstic aud lnt~rnational lending. Sucn provisioning was Sided 
by tl,e banks’ improved earnings. 
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Adding t” the c”“crr” of banks and suprrvisors about the 
quality ot assets is the relatively high concentration of sovereign 
and transfer risks among S"IX of the large Mooney center banks. For 
example, the individual exposure of Sume of the largest U.S. bSnkS to 
one or more of the three largest sovereign borrowers currently engaged 
in debt restructuring is well in exceSS of 5U per cent of each bank's 
capital. sduite aside from the prudential concerns of banks' managements 
and their shareholders there are indications that, in some c"untrirs, 
"SnK supervisors intend to press for an increase in capital of banks 
with strong exposure concentration. 

'The rapid asset growth of international banks over the past few 
y&3rS, and tne need for i”creased provisioning against both domestic 
and international risks, has increased concern about capital adequacy 
among the banks themselves, even in countries where no formal super- 
visory capital asset ratios exist. Moreover--as already mentioned 
above--for banks whose international assets are largely denominated 
in dollars, DUt whose capital is denominated in the national currency 
of the banu's domicile, tne rise of the dollar in lYtl2 against many 
national currencies has resulted in an incrraae in the balance sheet 
value of dollar-denominated assets relative to banks' capital funds. 
Uespite Some recent strengthening, the bank equity market has remained 
generally weak and this has made it difficult and expensive fur banks 
to increase their capital base through share issues. At present few 
barucs are formally constrained in their domestic and international 
lending activities by considerations of capital adequacy. HOWeVer, 
the generally perceived decline in the quality of bank assets raises 
concern about capital adequacy and contributes to the banks' current 
cautious attitude toward further asset growth, particularly of less 
profitable loans. This attitude is reinforced by concerns that new 
SourceS of bank capital will not become readily available during the 
next few years. Against this backgruund, bank supervisors in many 
countries have encouraged banks to strengthen their capital asset 
ratios by increasing retained earnings as bank profitability improves. 
In Some countries, however, banks were able to improve their capital 
positions through the issuance of subordinated debt. 

'I'nr perceived funding risk has increased for many banks, primarily 
reflecting developments in the interbank market, which was sertously 
disturbed toward the end of lY&L, in part because of domestic diffi- 
culties ot Some U.S. banks and partly because of debt rescheduling 
issues. Eunding risk refers to the possibility that the market 
perception of the financial stability of a bank deteriorates to such 
au extent tnat it may no longer attract liabilities sufficient to 
match its assets, or that it may do so only at a loss. For major 
participants in the mamet, tierin and access questions appear to be 
largely resolved by now. flowever, growth of this market has slowed. 

as banks whicn nave been net placers in the market are finding the 
margins no longer commensurate with the sovereign and transfer riak 
involved. Lt appears that banks from most developing countries Will 
continue to find their ScceSS to this market limited, and even major 
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nondollar banKS remain concerned about possible future disturbances in 
the interbank market. ~iorrover , some of the banks’ international 
short-term assets ilere converted into medium- and longer term loans as 
part of such rescheduling operations and they are trying to adjust 
tneir funding with a view to reducing the increased maturity mismatch. 

Units in some countries have proceeded--in part encouraged by 
tneir supervisors--to reduce their own funding risk, particularly in 
foreign currencies, by issuing medium-term floating rate debt. As 
interest rates oegan CO decline in IYtlZ, some banks were able to 
obtain medium-term floating rate funding by issuing fixed rate 
ooligations and swapping the proceeds with a nonbank borrower which 
had issued floating rate debt. Many of these so-called interest rate 
swap operations were also combined with currency swaps. Banks whose 
rixed rate deat instruments were well accepted in the market have 
oeen able to use this technique to obtain floating rate funding until 
recently ) at very favorable rates. Even though these operations are 
innovative, 
term findIng 

and nave assumed some importance as a source of medlum- 
for d number of international banks, it is expected that 

their rule will be limited in amount and duration. 

The sharply increased number of countries experiencing debt 
srrviclng ditricultirs since mid-IYSL has forced banks to make diffi- 
cult decisions regarding their participation in debt restructurings, 
often involving rormal multilateral rescheduling of debt from official 
and/or private sources. Kecent exercises which have been carried out 
in conJunction wit” the implementation of Fund-supported adjustment 
programs nave often required the commitment of substantial flows of 
uew lendin and thus wilL increase the banks’ exposure to problem 
cases. Xoney center banks with very large exposure and with a long- 
standing involvement in tne countries experiencing difficulties are 
particularly aware of the need for banks to support the adjustment 
efforts wnicn are being undertaken. In most countries, supervisors as 
well perceive that continued net banking flows to countries with Fund- 
supported pro&rams will improve the quality of existing bank assets. 
Ln general supervisors see no contradiction in encouraging such 
rlows While at tne same time requiring the establishment of special 
Loan loss provisions for sovereign risks. 

ionsideraole uncertainty exists in the market however about the 
oehavior ~of smaller, regional banks or banks witll relatively small 
international exposure and often limited international experience. 
Ln the aggregate, such banks already hold substantial international 
assrcs ( su tnat any reduction in their exposure or even net lending to 
d country cuuld seriously aggravate tne valance of payments situation. 
Co Lnr extent tn.6~ tilis occurs, tne situation of banks with very 
Large rx?usure to a particular country will becone increasingly diffi- 
cult as tney dre eitner rurced to compensate Ear the withdrawal of 
other aanks by furtner increasing their own exposure or else face a 
serious impairloent mot the quality of their assets. 
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As part of the rescheduling efforts in a nuinber of major borrower 
countries , a very large number of banks have linked tneir new lending 
decisions, often quite explicitly, to the existence of (and adherence 
to) a program supported by the Fund. This has brought Fund-supported 
prodrams under closer scrutiny by the financial community and, at the 
same time, has made the successful implementation of these programs of 
greater importance to both the lenders and the borrowing countries. 
Any perceived failure of programs with major borrowers could mean that 
net banking flows in lYS3 to those countries, and in aggregate, may be 
substantially reduced. 

The rescheduling operations already agreed or which are close to 
conclusion generally have “een welcomed by banks, as they have removed 
a degree of uncertainty from the market by regularizing the balance of 
payments and debt service situation of the countries involved. On the 
otter hand, a number af banks are concerned that in many of these cases 
tney may be approached repeatedly to further increase their exposure 
if countries are not able to make adequate progress in adjusting. ln 
considering tneir future actions, banks are taking into account not 
only the likely course of events in the borrowing country, but also 
tne 1iKely reaction of their own stockholders and their supervisors to 
continued lending to problem cases. hanks also are worried about the 
likely reaction of other banks to further requests for new lending, as 
a “breaking of rants” would endanger the quality of their own assets 
and/or require even larger increases in their own exposure. 

Uncertainties about behavior of other banks adds a new layer of 
risk fur the banks’ assessment of lending to countries which are not 
themselves affected by deat servicing problems, but which would be 
vulnerable to any sharp curtailment of bank lending flows. F”ll”“ing 
the events in Eastern Europe and in the Western Hemisphere, the banks’ 
perception of regional risk in crisis situations has sharpened. 
Increased awareness of sovereign risk and the possibility of the 
emergence of regional debt problems in other parts of the world make 
it unlikely that a revised lending strategy would involve an accelera- 
tion of flows to areas of the world not directly involved in present 
debt rescheduling exercises. 

Une effect uf recent events was. that as part of the rescheduling6 
for major countries, banks became much more aware of other banks’ 

lending strategies and exposure to various sovereign borrowers. More- 
over, in some cuuntries banks were required to disclose their exposure 
also to their shareholders. ln addition, international debt issues 
nave also gained the attention of the international press and even of 
national legislatures. KLl this lhas resulted in a wide dissemination 
of information previously available only to supervisors. ;4orrover, 
supervisors In some countries have asked for more detailed submission 
of information on banks’ exposure, generally on a consolidated basis-- 
i.e., including lending by branches and subsidiaries. It is diffi- 
cult tu ae.sess what result increased reporting requirements and 

neigbtened public concern wit;> issues of international lending will 
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lld"r 0" oanks' lending posture. Lt is likely, however, that closer 
scrutiny of international bank lending by supervisors, shareholders, 
and policymakers will add a further note of caution to the interna- 
tional lending plans Iof banks. 

IV. Prospects for 1983 

1. international banK lending 

The assessment of prospects for international lending in present 
circumstances is particularly difficult and subject to more than the 
usual uncertainties. Banks are primarily concerned about the high 
degree tot uncertainty regarding the strength and timing of the expected 
economic recovery in the Industrial countries as this affects directly 
cne quality of tneir domestic assets. Moreover, the pace of the 
recovery is also crucial for resumption in the growth of export markets 
anu tnus for tile prrruruance of banks' international assets as well. 
Continuing large fiscal imbalances in certain industrial countries 
nave also dive" rise to concerns regarding prospective interest rate 
developments. At the same time, much will depend upon the success of 
the major debt rescneduling exercises, almost all of which form an 
essential element of a Fund-supported stabilization program. As 
already mentioned, oanks are currently committed to some $12 billion 
in new medium-term lending to a group of developing countries which 
dre engaged in deDt reschedulings. This compares with net bank 
lending to this particular group of countries of $lU billion in 1982 
ana $28 oillion in IY61. Therefore, successful implementation of the 
rescheduling programs will have a very large impact on the banks' 
international lending over the near term. 

Lt appears that banks have been undertaking a basic re-examination 
of their international operations, especially regarding their partlcipa- 
tion in syndicated lending to non-oil developing countries. This is 
particularly true of smaller and nondollar-based banks which had bee" 
increasing their international exposure at a very rapid pace in recent 
yedrs) in part as tnese banKs have become concerned over funding risks 
in the interbank maxet. More generally, banks recently have come 
under increased puolic scrutiny. while bank supervisors have placed 
renewed emphasis on issues such as the adequacy of bank capital, and 
grovisio,hng against sovereign risk. Against this background, it 
appears likely tnat for the near teru banks will continue to take a 
cautious approacn to cross-border lending in general. Banks which do 
Inot consider ilIternationa1 tending to be an integral part of their 
operations may even wish to end their involvement. 

6anks appear to perceive that there has bee" an excessive use of 
&ellrrdL purpose syndicated credits on market terms to finance the 
currellt account deficits of developing countries. Tnere are also 
&ruJing concerns regarding the amount of syndicated burrowing which has 
been undertaken by some ~uf tne smaller industrial countries. These 



perceptions have bee" stren&thr"ed by the widespread expectatio" that 
interest rates in international capital markets will remain positive 
in real terms ior toe ioreseea~le future. There has also bee" a 
reassessment of tile riskiness of short-term cross-border lending. 
tlanks traditionally viewed short-term lending, especially interbank 
lending. as subjrzt to less risk than longer maturities. tiowevrr. it 
is "ow recognized that a rapia increase in short-term borrowing by a 
specific country should be see" by lenders as a danger signal, and 
tnat tlign levels 01 snort-term debt make the viability of a borrower's 
exterul payments situation more vulnerable to eve" a short-term shift 
in marlcet sentiment. 

1" the present r"vir""me"t, continental European banks in 
particular have expressed their intention to concentrate their new 
international lending activities to developing countries on trade- and 
project-related finance. Even though sue" lending is subject to some 
of tne same rtsks as general purpose syndicated lending. much trade 

finance serves to support the export activities of the banks' domestic 
clients. 1" some cases, financing projects creates the possibility 
of directly pledging the proJect's revenue to meet related debt service. 
Ln present circumstances most banks do not wish to increase the ratio 
of foreign assets relative to domestic assets or capital and there may 
eve" be a tendency for banks to target a relative rrductton i" the 
share of claims on developing countries. 

"n t"e other hand, the global demand for banking flows to non-oil 
developing countries is Likely to dimi"isn in the period ahead because 

tne current account imbalances of this country group, whicn have 
already bee” reduced, are PrOJeCted to decline further. These expec- 
tations are based on a" assumed recovery of demand in the industrial 
countries, tne successful pursuit of adjustment policies by principal 
b"fr""‘2r countries, as well as reductions In oil prices and interest 
rates. tiit" tne increased adoption of adjustment programs. it is 
expected that lending by international institutions, eSpeCially tne 
tiund, ~111 increase. 

'These considerations underscore the crucial importance of 
Fund-supported economic stabilization programs in the major borrowing 
countries; these programs constitute the foundations of the debt 
rescneduling exercises now under way and, ds noted earlier, a large 
amount of new medium-term lending is directly linked to their success- 
rul implementation. Should ar,y of these programs be see" by the market 

to be failing, it would greatly heignten the perceived riskiness of 
cross-border lenoing. Lt would alsu probably increase the inclination 
LO withdrdw from international lending altogether which is already in 
evideucr among those smaller banks rith d relatively recent and limited 
commitment to international lending. 

L" IYSJ, "et bank lending to non-oil developing cOu"triE!s is 
likely to recover from tlw very low levels recorded for the second 
Ildli 0,t 1YdL. despite tnis projected recovery, banli lending to these 

0 

a 
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countries in lYd3 may not reach the levels recorded for 1982 as a 
whole. Lending flows over the next few months will depend mainly on 
clle success ,>f cne ma,or debt rescheduling exercises. There is little 
prospect for a recovery of medium-term syndicated lending to thts 
group or countries aside from amounts committed in conjunction with 
bank debt restructurings. This conclusion is supported by the data 
on new commitments recorded for the first quarter of 1983 and the 
expressed preference of banks to place greater emphasis on trade- and 
project-related tinance. Howevet, in light of the latest World 
Economic uutlook exercise, which yr,ojrcts only about a 1 per cent 
increase in tne U.S. dollar value of world trade in 1983, growth 
in trade finance is not likely tu compensate completely for develop- 
ments in tne syndicatea credit market. Therefore, bank lending to 
“on-oil developing cuuntries in lYd3 is likely to fall short of the 
?:3 billion rec”rded in IY82 and thus stay well below the 1’181 volume 
of >jl billion. 

Tne projected moderate improvement in activity levels in the 
industrial countries points coward some increase in bank lending to 
this group of councr~es. nowever ( their demand for syndicated lending 
will aepend to some degree on developments in bond markets, which 
could represent an increasingly attractive alternative source of 
funding for cnese countries depending on interest rate expectations. 
Tne outlooK for new lending to oil exporting developing countries will 
aepend primarily upon developments in the petroleum market. In the 
present circumstances, however, it is not likely that banks will be 

willing to significantly increase their lending to some members of. 
this group, and chereforr these countries are likely to again rely 
mainly on tneir reserves to finance their current account deficits. 
Against this back@Z”und, it is lFkely that the pace lof global “et new 
banK lending in IYb3 will be similar to that recorded in the second 
nalf of 19UL. This would result in a mar&inal decline in global bank 
lending in lYU3, as a wnole, compared with the 1Y82 result, which “as 
itself the lowest amount since IY78. 

A number or: major banks have reacted to recent developments by 

strengthening tneir own internal analytical CapabilitieS and management 

pr”cedurrs tar sovrcrign lending. ~~~~re”“er, in &tuber 1982 a group of 
se”i,,r ufficials from major international banks agreed to organize an 
1ncernationaL institute to provide its tiembers with improved economic 
am financial information concerning major borrower countries in inter- 
nationaL markets. Tne primdry goals of the institute will include 
laproving tne process of sovereign lending and the long-term efficiency 
or rncernatiunal credit warnets. Ln January 19ll5. this “Institute of 
international Finance” was legally incorporated in Washington, V.C. 
an” d larsr numoer ot “anKs nave been invited to join. The declarei 

purpose of tne lnstituce will he to gather cuuntry economic information; 
tu discuss with oor‘fower countries on a strictly voluntary basis their 
ecuuoroic plans, assumptions, and financing needs; and to serve as a 

tucal polnr ror dialogue between the intrrnational banuing community 
dnd multilateral institutions, central oanks, and supervisory agencies 
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in tne developed countries. 'Che Institute intends to furnish members 
with country reports of an informational nature, but will avoid making 
credit judgments, a responsibility which will be left strictly to each 
,orrn~e~ bani‘. it is still far too early to judge whether this initia- 
tive Will have any significant impact on the form or amount of 
international bank lending. 

2. International oond markets - 

'Curntng to the international bond markets, the rates of issuance 
snould remain well above those of the late lY7Us, but could fall below 
those of 1YtlL unless further significant declines in nominal interest 
rates emerge. Snarply lower inflation, normal (positive) sloped 
yield curves and a continuance of high real rates of return on bonds 
1" most major financial markets will stimulate investor interest in 
bonds. tlowever , there is considerable uncertainty regarding the future 
course of interest rates, especially if a significant upturn in 
economic activity should occur at the same time that there are large 
fiscal imbalances in a number of major industrial countries. The 
importance of interest rate expectations was made quite clear In 
January lYd3 in the Eurodollar bond markets. In that month more than 
$5.b billion of bonds were issued, but many of these bonds were 
taKen up by underwriters as market participants cnanged their evalua- 
tion of tne Likelihood of further decLines in market interest rates. 
liven if Mere is considerable interest rate uncertainty, the continuing 
attempts of corporate and sovereign borrowers to lengthen the maturity 
or tneir debt will undoubtedly help sustain the level of bond issuance 
during 1963. 

Industrial country borrowers will remain tne dominant bond market 
issuers during lY63. The comoination of industrial country and inter- 
national organization bOrrOWerS will most likely continue to account 
for roughly Y> per cent of all international bond issues. tiny recovery 
of developing country issuance may take Some time. 0uring the "ps"i"g 
of oond market issuance in lYd1 and lY82, investors focused their 
purchases on tne bonds of what were regarded as the most creditworthy 
corporate and sovereign burrowers. Such portfolio preferences are 
likely to De exhibited again In 1983 despite the fact that almost all 
developing countries have continued to meet interest and principal 
paymentri on their bonds and in most instances bond issues were kept 
outside of any rescheduling agreements pertaining to other debts. 
'This cautious actltude on the part of bond investors also makes it 
unlikely tnat tne developing countries will be able to significantly 
utilize the issuance of floating rate notes as a ready substitute for 
international bank borrowing. 

V. concluding Observations 

since lY&U, tne focus of attention has shifted away from the issue 
or "recy11"g:" of funds between the major oil exporters and the net oil 
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impurtrrs, pacticularly those among the developing countries, to the 

more general question of the ability and willingness of the interna- 
tional banks to continue lending to the non-oil developing countries 
on a scale compatible with orderly adjustment efforts. I” .19&J, for 
example, the increase in deposits with banks in the HIS reporting 
System by the oil exporting developing countries ($41 billion), 
together with those of the non-oil developing countries ($8 billion) 
was just equivalent to “et oank lending to the non-oil developing 
countries. In contrast, in lY82 bank deposits of the oil exporting 
developing countries (in the aggregate) declined by $19 billion, while 
“et bank lending to the non-oil developing countries ($25 billion) was 
about one half the average level recorded for 1980-81. 

Some o”SrrverS have drawn a direct link between the reduction 
of tne OPEC surplus--and the portion deposited with the major inter- 
national banlrs--and the willingness and ability of the banks to 
interwediate internationally (particularly with the non-oil developing 
countries). Ln tne staff view these shifts are much more coincidental 
than causal, as in general the “availability” of funds does not derive 
directly irom tne structure of payments imbalances. Several inter- 
vening events--particularly the increasing incidence of restructuring 
of uank debt on a major scale and the recognition that Significant 
additional increases in exposure are required in a few developing 
debtor countries--have neigntened risk perceptions. It was the 
increased perception of risk, rather than the availability of funds. 
which in the second half of lY82 slowed markedly the net flow of 
finance to the developing countries. 

i4evertheLeSS, the increased funding risk of nondollar-based banks 
cannot be ignored as a factor influencing the international lending 
activity of Several of these banks. In these circumstances, a signifi- 
cant number of Such banks nave attempted to ensure the adequacy of 
their interbank lines and have attempted to increase their longer term 
U.S. dollar liabilities. This suggests a reduction of the degree of 
maturity mismatch, and a” increase in the effective cost of funds for 
tnese banks. Moreover, banks in general are taking a more conservative 
Stance in their international lending policies because of increased 
perceptions of risk, and concerns about potential problems of capital 
adequacy. thanks are likely to take a new look at lending spreads for 
the most creditworthy borrowers among the Smaller industrial countries. 
‘[his also suggests tndt when additional provisions against possible 
Loan losses on international lending are taken Into account. there 
will be turther upward pressure on lending spreads eve” for Some of 
the major industrial countries. 

(his view runs counter to the notion that because of payments 
ditficulties 1” iastern tZ:urope and Latin America, there will be a 
‘*rush to quatity” wrrich will result in reduced Spreads for certain 
countries in ASia and for the smaller industrial countries. At the 
Same time, it is rccugnxed that, even among sow? of the major commer- 
CL‘31 ixl”KS ( tnere is no desire at present to increase the proportion 
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VI their extrrndl assets relative to dumestic aSsetS lor capicaL. 
Another factor, already ment imed, is that intt?rnal lending limits 
as denominated in local currency by nondollar-based banks have been 
utilized more rapidly in Some ctiuntries titan might have been rxpe,:ted 
due tu tne drprrciation of tne local currency. 

I” essence, the prospects for future bank lending will depend 
more on the Willingness of tile banking System to interwediate inter- 
nationally rather than its ability to do So. but ability and 
Willingness are far less separable than a year ago. The magnitude 
of the amounts involved in the bank debt reschedulings recently 
completed or contemplated nas attracted the attention of the finan- 
cial press and has made hank shareholders. depositors, and others 
mucn more aware ot the potential risk of cross-border bank lending. 

‘Thus. banK management--especially, but not exclusively, among the 
smaller and regional banks--has adopted a deEenstve position on 
lending to a large number of developing countries. 

Lt would appear that tnese “external” constraints on bank 
manag:ement , which include the possibility of sharper actions over 
time by regulatury authorities, will continue to Slow new ner tending 
to the developing countrieS and move the market toward higher Lending 
spreads toi- a numoer of otnrr countries. It also suggests that the 
rate of increase in international interbank transactions will 
cuntinue to Slow. in lar$e part because of tile relative decline of 
the return on Such transactions, at a time when spreads on domestic 
lending in the industrial cuuntries have increased. 

‘I’he health and stability of the international banking system has 
improved somewhat in the last several months. In many countries 
reported profits (even after additional provisions for loan losses) 
nave increased notably. bank Share prices have risen sharply, albeit 
it-00 very low levels, and the volatility in the international interbank 
maxet nas subslded considerably. Moreover, the degree of concentra- 
tion of international Loans, including those to developing countries, 
in relation to capital nas stabllized or even declined. tlowever, 
there continues to oe an important question regarding the extent to 
which the bSnkS will continue internationat lending, in particular to 
the developing countries, and the implications this could have for the 
countries concerned and for tne Fund. AS noted in the prospects sec- 
tion above, the pace of global bank lending recorded in the second 
halt of 1YtiZ is lively to continue through 1983. This would result in 
ri marginal decline of bank lending in lY83 compared with 1Y82 as a 
wtlulr. un the Iother hand, lnet bank lending to the non-oil developing 

countries is likely to recover compared with tile 1,~ volume recorded 
in the second half ot IYJL, and a rallye of Sl>-LO billion (as mentioned 
in the ljorld Economic Uutlookj appears p1auSiDLe for the current year. 
he implicit increase in bank exposure (j-7 per cent) .night well be 
repeated in tile following year. 
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‘Chere are important assumptions underlying these conclusions. 

Une mayor assumption is that the world economy continues to improve. 
Another is that there is adequate progress in the adjustment programs 
or maJo= borrowing countries whicn have approached, or are in the 
process of approacning, the markets for debt restructuring and new 
borrowing. Uf course, a significant amount of net banking funds 
($1: oillion) is already tied directly to Fund-supported adjustment 
prugrams. The major banks are likely to be alert to possibLe changes 
1” rhe financing requirements of these programs, and seem prepared to 
reach tneir own judgments on the extent to which they will accommodate 
any increases. tini.La there is considerable support in key banking 
circLes for the coordinating role of the Fund tn these “exceptional” 
cases, there is still some uncertainty as to the scale of financing 
the banks wilt provide on the next round. 

FFoally ) tne outlook for international bank lending for the period 
ahead will reflect tne prudrnttsl concerns expressed by major bankers 
and bank regulatory authorities, and the reluctance of regional banks 
in the United States, smaller banks in otner countries, and possibly 
some maJo= continental European hanks to increase their international 
exposure. danlcs will focus tneir new international Lending plans on 
increased trade- ana project-related finance, in preference to large 
syndicated credits, particularly to the non-oil developing countries. 
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a 
Taole 1. External Claims of Yanks in the dlS Keporting Area 

by Country of norrower, 197Y-d2 &I 

(In billions of U.S. dollars) -__ __-- 
-------- _____________________ ____-.---.--.---.-.---_-_----.--.-.-._-- 

uec. Dec. Dec. Dec. Dec. 
1978 1979 1980 1981 1982 -_- ----------_-_--.-._--_- .._-----_ -.._ ---~ -___-_--_. 

Keporting area 21 
Keporting arei (gross) 
Offshure centrrs 
Less: hterbarU drposFts 

Uther industrial countries 
Australia 
Finland 
;iorway 
Spain 
Uther 

232.3 -_ 
466.‘) 
123.5 

-353.1 

299.8 381.3 454.7 
5i38.3 7u4.5 821.1 
157.5 18d.7 238.1 

-446.(J -5ll.Y -604.5 

4U.O 45.9 53.0 59.0 67.1 
4.4 4.8 6.U 8 .<I 11.8 
5.1 5.7 0.7 7.1 d.8 
8.5 9.3 111.5 10.4 10.9 

12.7 15.5 18.2 21.9 23.1 
Y.3 10.6 11.6 11.6 12.5 

&ntrally planned econolnies 31 4U.Y - -- 
~~zech"sL"vakia 2 . IJ 
German Democratic Republic 6.2 
Poland 11.7 
U.S.S.K. lZ.d 
utter 8.2 

47.U 4Y.3 5U.3 
2.8 3.5 3.2 
7.7 9.5 10.1 

15.0 15.1 14.7 
12.9 1'3.4 15.9 

8.6 7.8 6.4 

oil exporting countries 53.U 6U.U 65.3 
tilgeria 5.7 7.1 7.4 
Indonesia 4.5 4.2 4.3 
zligeria 1.d 2.5 3.4 
Venezuela 12.3 18.6 21.3 
Middle East 22.1 22.5 23.6 

nigh absororrs (15.3) (14.2) (14.8) 
Low absorbers (0.8) (8.3) (8.a) 

tither b.1 5.1 5.3 

Non-"11 developing countries 
Western dealsphere 

Arge”tL”a 
drazil 
Chile 
Colombia 
Ecuador 
&XiC” 
Peru 
Otner 

155.U 
d0.d 
(6.7) 

(31.7) 
(2.7) 
(2.1) 
(2.4) 

(23.2) 
(3.4) 
(8.6) 

195.4 
103.3 
(13.1) 
(36.9) 

(4.5) 
(3.5) 
(3.0) 

(30.7) 
(3.6) 
(8.6) 

241.3 285.6 .- .- 
131.5 161.6 
(18.9) (22.9) 
(43.3) (49.6) 

(6.7) (9.6) 
(4.3) (4.9) 
(3.6) (4.2) 

(41.0) (55.5) 
(3.9) (4.3) 
(9.8) (10.6) 

i4iddl.o East 
E?zY Pt 
Lsrael 
Jther 

6.5 
(1.0) 
(3.8) 
(1.1) 

(K 
(4.6) 
(1.5) 

Y.8 
(3.1) 
(4.7) 
(2.U) 

6b.7 .- 
6.9 
4.6 
4.7 

22.3 
23.4 

(14.1) 
(9.3) 

4.8 

11.5 
(3.9) 
(5.7) 
(1.9) 

495.5 __- 
893.5 
268.4 

-666.7 

44.3 
2.7 
8.5 

13.4 
14.2 

5.5 a 

(9.4) 
6.2 

31 
1 

36.1 
72.8 
22.7) 
56.0) 
10.5) 
(5.5) 
(4.1) 
58.9) 
(5.2) 

( 

(lU.4) 

73.2 
6.5 
o.2 
7.0 

22.7 
24.6 

(15.2) 

12.9 
(4.3) 
(6.4) a 

(2.2) 
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'I‘aola I (concluded). External Claims of danks in the BIS Keporting Area 
ay country of norrower, 1978-82 1/ 

(ln billions of U.S. dollars) 

------ 
kc. &CT D&F Dec. DeC-- 
1978 197Y lY80 1'381 I982 __-------- ---- __-- 

(22.5) 30.4 37.9 42.5 46.6 
(1J.Y) (2.1) (2.2) (1.8) (1.2) 
(0.7) (U.9) (0.9) (1.1) (2.0) 
(b.9) (10.3) (14.1)) (16.9) (18.8) 
(1.5) (1.9) (2.3) (3.3) (4.6) 
(4.fJJ (5.4) (7.0) (7.2) (8.3) 
(2.7) (3.0) (3.2) (3.3) (3.0) 
(5.8) (6.8) (8.3) (8.9) (8.7) 

lY.b 21.5 23.5 27.5 31.6 
(1.4) (2.1) (2.7) (2.8) (2.9) 
(2.2) (2.8) (3.0) (3.3) (3.6) 
(7.2) (5.4) (6.8) (9.9) (13.1) 
(8.8, (1U.Z) (11.U) (11.5) (12.0) 

25.6 31.5 38.6 42.5 42.2 
(4.9) (5.4) (7.3) (9.0) (9.4) 
(6.4) (7.4) (7.4) (7.5) (6.4) 
(3.0) (3.9) (5.2) (7.4) (9.6) 
(2.5) (4.1)) (5.3) (4.8) (4.0) 
(3.0) (2.9) (3.3) (3.1) (2.9) 
(5.6) (7.5) (9.6) (9.9) (9.3) 
(U.2) (0.4) (0.5) (0.8) (0.6) 

13.8 

535.U 

dY3.L 

lU7.0 

l,laJ.'l 

16.9 

6b5.U 

L,lLO.7 

135.0 
1.437.6 

19.8 

810.0 

1,323.l 

175.0 
1.74Y.6 

28.7 33.8 

945.0 1,uzo.o 

1.549.5 1.686.7 

236.0 248.0 51 
- 2.111.5 L,23b.7 

11 'The dIJ reporting area comprises the Group of Ten countries; Austria, Denmark, - 
1 CI' ldl~d , dnd Switzer Land, and the oEfshurr hcanches of U.S. banks in the Bahamas, 
iayman islands, tloq i\ong. Panama. and Singapore. 

., , - ! et ot noublr countin,: due to redepositing anx~$ reporting banks. 

-11 I:xt&ling Fund meab?r ;uuncries. 
:I iLJirnS ot nun-U.S. mnks in the 8ahauas, Layman Istands, Hong Kong, Lebanon, - 

Plll.~,"?. and Singapore and ,:t;aims of all banks in naIlrain and ?Jetherlands AntiLles. 
)/ AS ot Jun.2 IYti'. 
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Table 2. External Liabilities of banks in the.t$ZS Reporting Area 
by Country of Uepositor, 1978-82 ~1 

(Jo billions of U.S. dollars) 

- ------- ------- -- ----.. -- _----._ __--- ---------- 

Dec. Dec. Dec. Dec. uec. 
1973 197s) lY80 1981 1982 

~-__--~ ___-__---I_ 

Heporting area ?I 
Keporting area (gross) 
uffshore centers 
Less: Interbank deposits 

Uther industrial countries 
Australia 
Finland 
Norway 
Spain 
Other 

309.1 -- 
533.5 

Y6.Y 
-321.3 

372.2 
686.4 
140.2 

-454.4 

465.4 -- 
824.0 
165.9 

-524.5 

585.3 
951.1 
2ZU.0 

-585.8 

b75.9 .__ 
1026.7 

249.6 
-boi,.4 

25.8 33.0 34.1 36.3 
1.1 1.3 1.3 1.1 
1.6 2.1 2.7 2.9 
3.0 4.0 5.0 6.1 

13.1 17.5 17.6 17.5 
7.0 8.1 7.5 8.7 

34.4 .~ 
1.3 
3.4 
6.2 

15.1 
8.4 

Centrally planned economies A.! IU.l 14.4 14.3 14.3 15.7 
Czechoslovakia U.6 1.0 1.3 1.0 0.7 
tierman Democratic Republic 1.2 1.9 2.0 2.2 1.9 
Poland U.8 1.1 0.6 0.8 1.0 
u.s.s.iL 5.9 8.6 8.6 8.5 IU.0 
Uther 1.6 1.8 1.8 1.8 2.1 

Oil exporting countries 80.3 117.6 156.3 153.7 131.6 
Algeria 2.7 3.4 4.6 4.2 2.4 
Indonesia 2.7 4.3 6.7 ti.l 5.2 
Nig:aria 0.7 2.2 5.6 1.7 1.5 
Venezuela 9.5 13.4 15.8 18.5 12.9 
Middle East 57.1 81.3 lOM.9 111.5 Y9.1 

High absorbers (23.1) (36.7) (52.0) (38.6) (29.3) 
LOW absorbers (34.0) (44.6) (56.51) (72.9) (69.8) 

Uther 7.6 13.0 14.7 11.7 10.5 

Non-oil developing countries 91.6 105.4 112.5 117.9 120.2 
Western Hemisphere 34.6 3Y.6 38.1 41.8 38.9 

Argentina (4.7) (7.8) (6.6) (6.6) (5.7) 
tirG%?Zil (10.7) (8.1) (4.7) (4.8) (4.2) 
Chile (1.4) (2.2) (3.4) (3.6) (2.5) 
Colombia (2.0) (3.1) (3.0) (3.6) (3.7) 
Ecuador (U.7) (0.7) (0.9) (0.8) (0.7) 
Mexico (6.4) (8.2) (9.4) (12.1) (10.4) 
Peru (0.8) (1.4) (2.1) (1.5) '(1.9) 
Uther (7.9) (8.1) (8.0) (5.8) (3.8) 

e 

c 
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Table 2 (concluded). External Liabilities of &anice in the 6LS &porting 
tiea by Country of Depositor, 197842 1/ - 

(In billions of U.S. dollars) 

Dec. Dec. Dec. Dec. Dt?C. 

1978 1YJY 1980 1981 1982 

- -- -- 

Middle East 
Egypt 
Lsrael 
Uther 

Asia 22.3 2b.2 2x.1 30.8 35.6 

China (2.4) (2.7) (2.5) (5.U) (7.9) 
India (3.1) (3.7) (3.5) (2.7) (2.6) 

Korea (2.5) (3.1) (3.3) (3.2) (3.7) 
i%llaysia (2.1) (3.2) (3.6) (3.1) (3.7) 
Philippines (2.2) (2.7) (3.5) (3.0) (2.9) 
Tnailand (1.1) (1.4) (1.1) (1.5) (1,7) 

hJther (8.9) (Y.4) (10.6) (12.3) (13.1) 

Africa 
ivory coast 
,e3rocco 
South Africa 
Uther 

(E, 

(0.9) 
(1.0) 

(6.U) 

11.0 12 .IJ 11.6 1u.6 

(0.8) (0.7) (0.7) (0.6) 

(1.0) (0.7) (0.6) (U.6) 
(1.4) i2.u) (1.5) (1.6) 
(7.8) (8.6) (8.8) (7.8) 

ELIrOpe 12.4 13.3 15.9 14.4 14.3 

tireece (4.6) (4.7) (5.9) (5.3) (5.4) 

HUngiNy (0.9) (1.2) (1.4) (0.9) (iJ.7) 
Fortugal (1.7) (2.4) (2.5) (1.8) (2.1) 

komania (U.2) (0.3) (0.3) (0.3) (0.3) 

Turkey (0.8) (0.9) (1.2) (1.5) (1.6) 

Yugoslavia (2.8) (2.0) (2.7) (2.b) (2.0) 

Other (1.4) (1.8) (2.1) (2.0) (2.2) 

Unallocated and international 
organizations 18.1 

535.u 

22.4 27.4 -- 

Total 6b5.1) d1U.U 

37.5 ~_- 

Y45.0 

42.2 

102iJ.U 

13.8 

(3.4) 

(6.0) 
(4.4) 

15.4 

(3.8) 

(6.9) 

(4.7) 

18.4 

(5.1) 
(8.2) 

(5.1) 

lY.3 

(5.0) 

(9.0) 

(5.3) 

20.8 

(6.1) 

(9.2) 
(S.5) 

Source: ISank for Lnternational Settlements. 

L/ The &IS reporting area comprises the c;roup of Ten countries; Austria, 
ue%ark, Ireland, and Switzerland; and the offshore branches of U.S. banks 

a 

in the Bahamas, Layman Islands, Hong Kong, Panama, and Singapore. 

'1 i4et of douolr counting owing tu redepositing amung reporting banks. 
31 Excluding Fund inember countries except Hungary, which became a member 

in-mid-IYBL. 
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Table 3. Net External Position of Banks in the BIS Reporting Area 
by Country of borrower or Depositor, 197X-82 1/ 

(In billiOnS of U.S. dollars) 

--__ __--__-- 

Dec. Dec. Dec. Dec. Dec. 

197n lY7Y 1980 1981 1982 

Keporting area / 

Keportin(: area (gross) 
Offshore centers 
Less: lnteroank deposits 

-76.8 
-66.c; 

26.6 
36.ti 

-72.4 -84.1 -130.6 -180.4 

-98.1 -119.5 -130.0 -132.9 
17.3 22.a 18.1 18.8 
-8.4 -12.6 18.7 -66.3 

Other industrial countries 14.2 12.9 18.9 22.7 
austra1ia 3.3 3.5 4.7 6.9 
Finland 3.5 3.6 4.0 4.2 
NUlXSY 5.5 5.3 5.5 4.3 
Spain -0.4 -2.0 0.6 4.4 
Uther 2.3 2.5 4.1 2.9 

Centrally planned economies 31 - 
CzrchoslovaKia 
tiermao Deloocratic Kepublic 
Poland 

U.S.5.K. 

vtnrr 

Xl.8 32.6 35.0 36.0 
1.4 1.8 2.2 2.2 

5.11 5.8 7.5 7.9 
lU.9 13.Y 14.5 13.9 

b.') 4.3 4.8 7.4 
b.6 b.8 6.0 4.6 

Uil exporting countrtea 
HlgtZriS 
Indonesia 

Nig:eria 

Venezuela 

?iiddle Last 

Hi,@ absorbers 

Low absoruers 

ut her 

-27.3 -57.6 
3.6 3.7 

1.6 -U.l 

1.1 0.3 
3.3 5.2 

-35.1, -58.8 
(-7.8) (-22.5) 

(-27.2) (-36.3) 

-1.5 -7.Y 

-Yl.O -87.0 
2.8 2.7 

-2.4 -1.5 
-2.2 3.0 

5.5 3.8 
-85.3 -88.1 

(-37.2) (-24.5) 
(-48.1) (-63.6) 

-9.4 -6.4 

63.4 90.0 
zc.7 64.3 
(E.ti) (5.3) 

(21.U) (28.8) 
i1.3) (2.3) 
(0.1) (0.4) 
(1.7) (2.3) 

(16.8) (22.5) 
12.b) (2.2) 
(U.7) (0.5) 

128.8 
93.4 

(12.3) 
(38.6) 

(3.3) 
(1.3) 
(2.7) 

(31.6) 
(1.8) 

(1.8) 

167.7 
119.8 

(16.3) 

(44.8) 
(6.0) 
(1.3) 
(3.4) 

(43.4) 
(2.8) 
(1.8) 

32.7 
10.5 

5.4 
4.8 
8.0 
4.0 

28.6 

z a 

12.4 
4.2 
3.4 

-58.4 
4.0 
1.0 

;,5.5 
,, 9.8 
$4.4 

(yJ4.0) 
($0.4) 

,;,4.3 

185.9 

133.9 

(16.4) 

(51.8) 
-. (8.1)) 

(1.8) 

.i3.3j 

(4tl.5) 
J3.3) 

(0.8) 
a 
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rahlt~ 3 imwluded). Net tixtrrnal Position of Banks in the BIS Keporting 
Area by cantry of Borrower or Depositor, 1978-Y2 l/ - 

(Ln billions of U.S. dollars) ____~ 

IJec. oec. Dec. Dec. Dec. 
1978 197Y 19HV lY81 1982 

Asia 

china 
Lndia 

hcJrt?a 

Flalaysia 
Philippines 
Thailand 
Other 

hf rica 
lvury Coast 
I~lOTOCCO 
South Africa 
uthrr 

Unall~xatrd and international 
organizat ions 

-7.3 
(-1.8) 
(-2.2) 
t-3.3) 

U..! 

(-1.5) 
(-2.4) 

(4.4) 
(-0.6) 

(1.8) 

(1.6) 
(-3.1) 

11.1 
(U.8) 
(1.3) 
(b.2) 
(2.8) 

13.7 
(0.3, 
(5.5) 
(1.3) 

(2.3) 

(2.2) 
(2.8) 

(-1.2) 

-4. ‘1 

-7.3 
(-1.8) 
i-2.3) 
(-3.2) 

4.2 

(4J.O) 
(-2.8) 

(7.1) 
(-1.3) 

(2.7) 
(1.6) 

(-2.b) 

lo.5 

(1.3) 

(1.8) 

(5.0) 
(2.4) 

l&.1 
(U.7) 
(b.2) 

(1.5) 
(3.7) 
i2.u) 

(5.5) 
i-1.4) 

-5.5 

-8.6 
(-2.U) 
(-3.5) 
(4.1) 

9.X 

L-11.3) 
(-2.6) 
(liJ.7) 
(-1.3) 

(3.5) 
(2.1) 

C-2.3) 

11.5 
CL.(J) 

(2.3) 
(4.8) 
(2.4) 

‘2.7 
(1.4) 
ib.0) 
iL.7j 
(5.U) 

(2.1) 

i7.1) 

i-1.h) 

-7.b 

-7.8 
(-1.1) 
(-3.3) 
(-3.4) 

11.7 

(-3.2) 
(-1.6) 

(13.7) 
(0.2) 
(4.2) 
(1.8) 

i-3.4) 

15.9 
(2.1) 
(2.7) 

(8.4) 

(2.7) 

?&.I 

(3.7) 
(6.6) 
(5.b) 
(4.5) 
(1.6) 
(7.3) 

(-1.2) 

4.8 

-7.9 
(-1.3) 
(-2.8) 
(-3.3) 

11.0 

(-6.6) 
(-0.6) 
(15.1) 

iO.Sj 
(5.4) 
(1.3) 

(-4.4) 

21.0 
C-2. 3) 
(2.9) .' 

(11.5) 

(4.3) 

27.9 

(4.0) 

(5.7) 

(7.5) 

(3.7) 

(1.4) 

(7.3) 
(-1.7) 

-8.4 

SOUI-CC: Lund for Interrrdtional Settlements. 

li ‘The dLS reporting .~rea comprises the Group of Ten countries; Austria, 
&mark, Lrrland, and Swltx!cLand; and the offshore branches of U.S. banks in the 

. bal~ms, Cayman Islands, tiong Kong, Panama, a”d Singapore. 
-1 Net Jof double cuunting due to redepositing amonb reporting banks. 

tacluding Fund member countries. - 


