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INTERNATIONAL BANK BORROWING DURING THE GLOBAL CRISIS
percent change (y-o-y) in BIS-reported international claims vis-à-vis banks
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Source: BIS International Consolidated Banking Statistics on immediate borrower basis; author’s calculations. 
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DETERMINANTS OF INTERNATIONAL BANK BORROWING

• Push factors: global creditor fragilities 

• Pull factors: borrower fragilities
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QUESTION

What was driving the decline in international bank lending?

– indiscriminate panic 
– countries’ risk characteristics
 borrower fragilities
 lender fragilities



5

DETERMINANTS OF COUNTRIES’ RISK PROFILE

Domestic banking soundness

Domestic macroeconomic fragilities

Risks from cross-border lending

Risks from cross-border borrowing

Change in 
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international 

claims on 
banks
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CREDITOR EFFECTS
(KAMINSKY AND REINHART, 2000)
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BORROWER EFFECTS
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COMBINING BORROWER AND CREDITOR EFFECTS
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DOMESTIC BANKING SOUNDNESS: CREDIT RISK INDEX
Moody’s Expected Default Frequency (EDF)

Source: Moody’s KMV CreditEdge.
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INDIRECT CREDIT RISK INDEX
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LIQUIDITY RISK INDEX
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INDIRECT LIQUIDITY RISK INDEX

BANKING SYSTEM A                          
FOREIGN LIABILITY 

PORTFOLIO

Indirect Credit Risk 
Banking System B

Indirect Credit Risk 
Banking System C

Indirect Credit Risk 
Banking System D

Indirect Credit Risk 
Banking System E

...

Indirect Credit Risk
Banking System N

weight B

weight C

weight D

weight E

weight N




l

1i
t,it,iV dexeditRiskInIndirectCr

v is banking system J’s foreign 
liabilities to country I divided by banking 

system J’s domestic credit



13

FINANCIAL INTERCONNECTEDNESS RISK INDICATORS
(Cross-border counterparty risk indexes)

Source: BIS International Consolidated Banking Statistics on immediate borrower basis; author’s calculations. 
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EMPIRICAL MODEL

t,j1t,j1t,jt,j skCreditorRiskBorrowerRingIntBorrowi   

International Borrowing: percent change in international claims on banking system J

Borrower Risk Indicators: 
- Moody’s KMV EDF  (credit risk index)
- Indirect credit risk index
- Macroeconomic variables (depreciation; GDP growth; fiscal balance to GDP)

Creditor Risk Indicators:
- Liquidity risk index
- Indirect liquidity risk index
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SAMPLE

Advanced economies Emerging markets

Australia Argentina
Austria Brazil
Belgium Chile
Canada Colombia
Denmark Hong Kong SAR
Finland India
France Indonesia
Germany Israel
Greece Malaysia
Ireland Mexico
Italy Peru
Japan Philippines
Netherlands Poland
Portugal Singapore
Spain South Africa
Sweden South Korea
Switzerland Thailand
United Kingdom Turkey
United States Venezuela
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SUMMARY RESULTS: IMMEDIATE CRISIS PERIOD
(SEPTEMBER 2007–JUNE 2010)                                                      
Dependent variable: percent change (y-o-y) in BIS-reported international claims vis-à-vis banks
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SUMMARY RESULTS: EXTENDED PERIOD
(SEPTEMBER 2007–SEPTEMBER 2011)
Dependent variable: percent change (y-o-y) in BIS-reported international claims vis-à-vis banks
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SENSITIVITY ANALYSIS

• Exchange rate adjustments

• Breaks in the series

• Foreign bank presence
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CONCLUDING REMARKS

• Both borrower and creditor fragilities (push and pull factors) 
contributed to the collapse in international bank lending.

• Borrower risk characteristics mattered:
- the soundness of the domestic banking system
- the riskiness of their international credit portfolios
- macroeconomic fragilities (depreciation and GDP growth)

• Creditor risk characteristics also mattered:
- reliance on distressed creditors 
- creditors with risky cross-border credit exposures
- a larger decline in cross-border funding
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CONCLUDING REMARKS

• The model (and the counterparty risk indexes) explain better the variation in 
lending to advanced and European banking systems.

• Depreciation effects more important for advanced economies/Europe.

• Borrower effects stronger in the extended period. 

• Creditors’ effects stronger in advanced economies/Europe in
the extended period/weaker in emerging markets.

• Fiscal effects become significant in the extended period.

• GDP growth more important in emerging markets in the extended period.
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THANK YOU
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