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Dear Mr. Chairman:

This fact sheet responds to part of your March 1, 1989 ‘request that we
present historical data on debt owed banks and governments in individ-
ual G-7 countries by the less developed countries (LDCs). The G-7 coun-
tries are the United States, Canada, United Kingdom, West Germany,
France, Italy, and J apan.

The scope of this fact sheet is limited to presentation of available debt
data, also called exposure, between June 1981 and December 1988. As
agreed to with your office, we did not evaluate changes in the riskiness
of banks over this time period, nor the relative riskiness of banks in one
country compared to those in another. Evaluation of these issues would
need to consider banks’ capital levels, the riskiness of banks’ domestic
and foreign assets, and the effects of exchange rate changes on measur-
ing exposure.!

The Bank for International Settlements (BIS) which pioneered the. collec-
tion of data on foreign lending of banks in much of the developed world,
publishes two aggregate bank exposure series for groups of developed
countries, the BIS quarterly series and the BIS semiannual series. Each
country decides whether to publish all, part or none of its submissions
to the BIS. Much of the data on the bank exposure of member G-7 coun-
tries that is publicly available conforms with either the BIS quarterly
series or the BIS semiannual series. Some G-7 countries publish exposure
data which does not conform with either series.

The BIS semiannual and guarterly series cannot be meaningfully com-
pared to each other principally because they are based on different defi-
nitions of banks. Accordingly, we group bank exposure data published -
by each country based upon whether the data was prepared for inclu-
sion in the BIS quarterly series or the BIS semiannual series or neither

IFor example, when foreign currency depreciates relative to the dollar, declines in dollar measures of
non-dollar debt result. Thus banking systems which made LDC loans in currencies that depreciated
the most relative to the dollar will tend to have the largest resulting declines in dollar measures of
their exposure.
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BIS Quarterly Series

series. We also present exposure to the Baker 15 countries? because
these countries comprise most of the heavily indebted LpCs. Data on
bank exposure appears in appendix 1; data on government exposure
appears in appendix 2. All exposure data is measured in (nominal)
dollars.

The BIS quarterly series is based on territorial considerations. The data
cover foreign assets (and liabilities) of banking offices currently operat-
ing in a group of 24 reporting countries irrespective of the nationality of
bank ownership.? For example the submission of the United States, cov-
ers all bank operations in the United States whose foreign claims are
over a certain threshold, including U.S. branches, agencies, and subsidi-
aries of foreign banks. The foreign bank components of the national sub-
missions tend to be quite large.

LDC exposure of banks in the United States and in the United Kingdom
(U.K.) for the June 1981 to December 1988 period based on submissions
to the BIS quarterly series are depicted in figure 1.1; LDC exposure for
banks in the entire BIS reporting region for this period are illustrated in
figure 1.2. The United States and U.K. are the only G-7 countries which
publicly disclose their submissions to this BIS series.

2The Baker 15 countries are Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Ivory Coast, Mexico,
Morocco, Nigeria, Peru, Philippines, Uruguay, Venezuela, and Yugoslavia.

3The current reporting area for the BIS quarterly series, the BIS “reporting region,” consists of 18
countries—the G-7 countries, Belgium, the Netherlands, Sweden, Switzerland, Luxembourg, Austria,
Denmark, Ireland, Finland, Norway, and Spain—plus six offshore banking centers, the Bahamas,
Bahrain, Cayman Islands, Hong Kong, the Netherlands Antilles, and Singapore.
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Figure 1.1: U.S. and U.K. Bank Exposure to LDCs (Quarterly Submission)
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Figure 1.2: BIS Bank Exposure to LDCs (Quarterly Series)
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During this June 1981 to December 1988 period, U.S. bank exposure to
LDCs increased approximately 123 percent. This compares to a 173-per-
cent increase for all reporting banks in the BIS quarterly series and a 55-
percent increase for U.K. banks. Most of the increase for U.S. banks
occurred during the June 1981 to June 1984 period, while the increase
for banks in the U.K. and the entire BIS region were more evenly spread
out throughout the June 1981 to December 1988 period. In December
1988, exposure to LbCs was $1361.4 billion for BIis reporting banks,
$279.2 billion for U.S. banks and $198.7 billion for U.K. banks.

Figure 1.3 shows the exposure to Baker 15 countries of banks in (1) the
BIS reporting region, (2) United States, and (3) U.K. based on submis-
sions to the BIS quarterly series for the June 1981 to December 1988
period. In the United States, bank exposure for 12 of the Baker 15 coun-
tries increased 142 percent until June 1984 then gradually declined. In
the UK., bank exposure to 14 of the Baker 15 countries fluctuated, but
exhibited no trend over the period. In the entire BIS region, bank expo-
sure increased 65 percent for the June 1981 to June 1987 period, after
which it slowly declined. As of December 1988, exposure to the Baker
15 was $274.1 billion for BIS reporting banks, $93.4 billion for U.S. banks
and $41.6 billion for UK. banks.
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Figure 1.3: U.S., U.K., and BIS Bank Exposure to Baker 15 Countries (Quarterly Submission)
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Unlike the quarterly series, the BIS semiannual series is based on nation-
ality considerations and consolidates banks on a worldwide basis. Data
thus cannot be directly compared with the BIs quarterly series. For
example, the U.S. submission, the Country Exposure Lending Survey,
reports data on banks chartered in the United States including their
branches and majority owned subsidiaries, no matter where they are
located in the world. Claims between offices of the same U.S. bank are,
however netted out. In addition to these consolidated claims, it includes
unconsolidated claims of offices of banks headquartered outside the
reporting area; i.e., the U.S, series includes U.S. offices of Mexican
banks. The current reporting area for the BIS semiannual series is similar
to the BIS quarterly series except the semiannual series excludes the six
offshore banking centers that are currently included in the BIS quarterly
series.

BIS Semiannual Series

v LDC exposure of U.S. and U.K. banks for the June 1981 to December
1988 period, French banks for the June 1986 to December 1987 period,
and Italian banks for the December 1985 to June 1988 period, based on
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submissions to the BIS semiannual series, are depicted in figure 1.4; Jap-
anese, Canadian, and West German submissions to BIS series are not pub-
licly available. The corresponding LDC exposure of banks in the entire BIS
region for the June 1981 to June 1988 period is depicted in figure 1.5.

Figure 1.4: Bank Exposure to LDCs (Semiannual Submission)
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" Figure 1.5: BIS Bank Exposure to LDCs (Semiannual Series)
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U.S. bank exposure to LDCs initially declined, then increased during the
June 1981 to June 1984 period; from June 1984 until December 1988,
exposure to LDCs steadily declined; U.K. bank exposure to LDCs trended
upwards until June 1987, then declined; BIS bank exposure increased 63
percent for the June 1981 to December 1987 period, then declined.
Exposure of Italian banks increased 30 percent during the December
1986 to June 1988 period, while French bank exposure increased 32 per-
cent during the June 1986 to December 1987 period. In December 1988,
exposure to LDCs was $92.9 billion for U.S. banks and $76.3 billion for

U K. banks. Exposure was $784.0 billion for all BIS reporting banks in
June 1988, $22.1 billion for Italian banks in June 1988, and $82.9 billion
for French banks in December 1987.

Corresponding bank exposures to the Baker 15 countries are shown in
figures 1.6 and 1.7, U.S. bank exposure increased 33 percent until June
1984 then gradually declined through December 1988. In the U.K., bank
exposure to the Baker 15 countries increased at the beginning and
declined toward the end of the June 1981 to December 1988 period.
French and Italian bank exposures to the Baker 15 countries appear to
have remained relatively constant during the limited periods for which
data are publicly available. Exposure of reporting banks to the BIS
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varied but showed no long-term trend. In December 1988, exposure to
the Baker 15 was $70.0 billion for U.S. banks and $32.4 billion for U.K.
banks. Exposure was $257.3 billion for BIS reporting banks and $5.6 bil-
lion for Italian banks in June 1988. Exposure to 9 of the Baker of 5
countries was $22.2 billion for French banks in December 1987.

Figure 1.6: Bank Exposure to Baker 15 Countries (Semiannual Submission)
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Figure 1.7: BIS Bank Exposure to Baker 15 Countries (Semiannual Series)
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West Germany’s published statistics on aggregate Lbc and Baker 15

West Geman’ countries’ exposures, in addition to loans made by West German private

Japanese, and banks, also include German public loans made through special recon-

Canadian Banks struction banks and other special financial institutions, LDC exposure
steadily increased from $20.5 billion in December 1981 to $54.0 billion
in December 1986, then declined to $48.7 billion by September 1988,
Exposure to Baker 15 countries increased from $6.8 billion in December
1981 to $15.3 billion in December 1987, then declined to $13.7 billion in
September 1988.

Available Japanese statistics measure the outstanding medium and long-
term loans owed by LDCs to Japanese banks and insurance companies
annually from December 1983 to September 1988. Consequently, they
exclude exposure resulting from short-term loans and include exposure
of insurance companies. LDC exposure steadily increased from $38.0 bil-
lion in December 1983 to $89.5 billion in September 1988.

Publicly available data on Canadian bank exposure to LDCs is limited. As

of October 31, 1988, Canada’s 6 largest banks had $15.6 billion (in U.S.
dollars) of exposure to 38 LDCs that were having financial difficulties.
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Exposure of the U.S. government to the LDCs and to the Baker 15 coun-
tries from December 1980 to June 1988 is depicted in figure 1.8. LDC
exposure increased from $38.3 billion in December 1980 to $58.4 billion
in December 1986, then declined slightly. Baker 15 exposure increased
from $7.6 billion in December 1980 to $11.3 billion in June 1988. Addi-
tionally, the U.S. government has guaranteed $21.3 billion in others’
claims on LDCs and $8.4 billion of others’ claims on Baker 15 countries as
of September 30, 1988.

Figure 1.8: U.S. Government Exposure to
LDCs and Baker 15 Countries
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Italy is the only other G-7 country with publicly available data on gov-
ernment exposure to the LDCs. Although exposure increased dramati-
cally for the Italian government during the December 1985 to December
1988 period—950 percent for the Baker 15 countries and 274 percent
for the Lbcs—exposure for June 1988 was 6 percent or less of the corre-
sponding U.S. government figures.

As agreed with your office, we plan no further distribution of this
report until 10 days after its issuance date unless you release its con-
tents earlier. At that time, we will provide copies to executive agencies,
congressional committees and other interested parties.
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The principal contributors to this fact sheet are James McDermott, assis-
tant director, Berel Spivack, international economist, and Jon Garfinkel,
evaluator. If you have any questions, please contact me at 275-4812.

Sincerely yours,

0. R.M&knﬂj

Allan 1. Mendelowitz, Director
Trade, Energy, and Finance Issues
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Bank Exposure of G-7 Countries

Dollars in billions
U.S. Banks

Submission to BIS Quarterly Series

6/81  9/81 12/81  3/82  6/82 9/82 12/82  3/83

12 of Baker 15 $434 $472 $660 $752 $87.7 $91.1 $928 $948
LDCs 1253 1353 1651 1816 2069 2207 2262 2374

6/83 9/83 12/83 3/84  6/84  9/84 12/84  3/85
12 of Baker 15 $970 $100.3 $1023 $1034 $1054 $1052 $1048 $1030
LDCs 239.4 2366 2465 2437 2540 2452 2516 2459

6/85 9/856 12/85 3/86 6/86 9/86 12/86 3/87
12 of Baker 15 $102.3 $102.1 $100.3 $99.9 $99.6 $98.9 $991  $99.3

LDCs 2486 2428 2456 2405 2445 2523 2561 2465
6/87 9/87 12/87 3/88  6/88  9/88 12/88

12 of Baker 15 $988 $990 $980 $972 $969 $943 $934

LDCs 2465 2509 2650 2606 2554 2666 2792

Submission to BIS Semiannual Series

6/81 12/81 6/82 12/82 6/83 12/83 3/84 6/84

Baker 15 $716 $823 $903 $922 $920 $928 $942 $95.2

LDCs 1470 1301 1397 1450 1441 1478 1462  145.4
9/84 12/84 3/85 6/85 9/85 12/85 3/86  6/86

Baker 15 $947 $942 $937 $926 $900 $89.3 $880 $87.3

LDCs 1409 1406 1384 1353 1297 12841 1250 1212
9/86 12/86  3/87  6/87  9/87 12/87  3/88  6/88

Baker 15 $859 $862 $855 $848 $834 $814 $790 $76.3

LDCs 1180 1178 1146 1135 1095 1076 1031 997
9/88  12/88

Baker 15 $728 $700

LDC %54 929

(continued)
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Bank Exposure of G-7 Countries

U.K. Banks

Submission to BIS Quarterly Series

6/81 9/81  12/81 3/82 6/82 9/82 12/82 3/83
13 of Baker 15 $404 $426 $443 $443 $423 $420 $424 $453
LDCs 1286 1347 1397 1426 1383 1464 1436 1529
6/83 9/83 12/83 3/84 6/84 9/84 12/84 3/85
13 of Baker 15 $449 $441 $446 $451 $451  $447 $447  $448
LDCs 1575 1506 1639 1635 1736 1704 1670 1676
6/85 9/85 12/85 3/86 6/86 9/86 12/86 3/87
13 of Baker 15 $450 $473 $474 $466 $46.2 $461 $475 $472
LDCs 1708 1714 1747 1759 1856 1940 1935 200.3
6/87 9/87  12/87 3/88 6/88 9/88 12/88
13 of Baker 15 $471 5464 $462 $455 $441  $422 $416
LDCs 2034 2060 2144 2077 2025 2015 1987
Submission to BIS Semiannual Series
6/81  12/81 6/82 12/82 6/83 12/83 6/84 12/84
Baker 15 $2565 $31.1  $322 $332 $339 $352 $352 $355
LDCs 58.5 66.7 70.4 72.2 739 75.0 779 731
6/85 12/85 6/86 12/86 6/87 12/87 6/88 12/88
Baker 15 $360 $355 $361 $367 $371 $364 $343 $324
LDCs 754 74.4 76.9 799 83.3 83.7 805 76.3
BIS Banks
BIS Quarterly Series
6/81 9/81  12/81 3/82 6/82 9/82 12/82
Baker 15 $176.6 $187.9 $2025 $2058 $2146 $2160 $217.9
LDCs 4983 5274 5624 5734 5928 6179 6276
3/83 6/83 9/83 12/83 3/84 6/84 9/84 12/84
Baker 15 $219.3 $221.1 $2220 $2249 $2350 $2354 §$2739 $272.9
L.DCs 6327 6412 6475 6653 6762 6877 8263 8379
(continued)
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Bank Exposure of G-7 Countries
3/85 6/85 9/85 12/85 3/86 6/86 9/86 12/86
Baker 15 $2725 $272.2 $2778 $280.7 $280.3 $2826 $2839 $285.4
LDCs 8532 8531 8774 9091 9229 960.5 10137 1058.2
3/87 6/87 9/87 12/87 3/88 6/88 9/88  12/88
Baker 15 $288.9 $291.8 $286.3 $2909 $2845 $279.4 $2742 $274.1
LDCs 11174 1156.0 12124 13091 13079 12860 13375 13614
BIS Semiannual Series
/81  12/81 6/82 12/82 6/83 12/83 §/84 12/84
Baker 15 $191.0 $221.5 $2365 $2449 $2497 $255.0 $2315 $256.3
LDCs 5066 5674 5878 6316 6414 6744 5944 5818
6/85 12/85 6/86 12/86 6/87 12/87 6/88
Baker 15 $259.7 $267.9 $238.7 $273.1 $2721 $237.9 $257.3
LDCs 6048 6437 6740 7364 7576 8222 7840
Italian Banks
Submission to BIS Semiannual Series
12/85 6/86 12/86 6/87 12/87 6/88
Baker 15 $5.7 $5.4 $5.8 $5.8 $59 $56
LDCs 17.0 17.7 19.0 21.2 23.1 221
French Banks
Submission to BIS Semiannual Series
6/86 12/86 6/87 12/87
9 of Baker 15 $220 $221 $225 222
LDCs 62.6 64.2 78.9 82.9
West German Banks®
12/81  12/82 12/83 12/84 12/85 12/86 12/87 9/88
Baker 15 $6.8 $75 $76 $70 $101  $129 $153 $137
LDCs 205 22.0 225 22.4 307 423 54.0 487
Japanese Banks and Insurance Companies®
12/83 12/84 12/85 12/86 12/87  9/88
LDCs $380 %455 $499 $655 $77.0 $895

2This data is not submitted to BIS,

bThis data is not submitted to BIS; resulted from medium and long-term loans.
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Exposure of G-7 Governments

(486010)

Dollars in billions

United States

12/80 12/81 12/82 12/83 12/84 12/85 12/86 12/87 6/88
Baker 15 $7.6 $8.4 $9.2 $8.9 $96 $105 $107 $111 $11.3
LDCs 383 438 48.6 519 55.5 577 58.4 56.9 57.8
Italy

12/85 12/86 12/87 12/88
Baker 15 $0.04 $0.05 $0.17 $042
LDCs 0.93 1.00 2.91 348
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