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International finance through the lens of BIS 
statistics: the international dimensions of credit1 

International sources of credit can be a boon to borrower countries in need of capital. But they 
can also be destabilising by enabling domestic credit booms. Before the global financial crisis 
(GFC), internationally active banks drove credit growth by lending both across borders as well as 
locally in the host countries where they operated. Since the GFC, borrowers have increasingly 
turned to international bond markets. This article shows how BIS statistics can help disentangle 
the various international dimensions of credit to borrower economies and describes the role of 
foreign banks and international bond markets in the credit provision process. 
JEL classification: F34, F36, G21, F23, F31, F36, G15. 

In the last half century, borrower countries have been repeatedly rocked by swings in 
international capital flows. The ebb and flow of cross-border credit, often driven by 
changes in investor risk appetite, can expose vulnerabilities and thus be destabilising. 
Before the Great Financial Crisis (GFC) of 2007–09, for example, international banks 
fuelled domestic credit booms in advanced economies (AEs) and emerging market 
economies (EMEs) alike. In the post-GFC low rate environment, many corporate 
borrowers bulked up on foreign currency bonds, mainly denominated in the US dollar. 
Rising dollar borrowing costs since 2020 have curtailed this somewhat, but continued 
dollar appreciation and geopolitical uncertainty have brought questions of debt 
sustainability to the fore yet again. 

This article is a primer on how BIS statistics shed light on various international 
dimensions of credit and their impact on financial stability in borrower economies. 
The first dimension is the funding source. Cross-border credit can be direct, such as a 
cross-border loan to a non-bank borrower, or indirect, such as a loan extended by a 
local (ie resident) bank but that is funded by cross-border borrowing. In both cases, 
the funding for this credit is sourced from abroad. A second dimension is the currency 
of denomination, which can be the borrower’s domestic currency or a foreign 
currency. A third dimension is the mix of creditors and their structures: they can be 
banks or non-banks, foreign or domestic, and extend credit locally or across borders. 

 
1  This is the fifth article in a series showcasing the BIS international banking and financial statistics, 
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International credit bears watching, in particular when it grows faster than 
domestic credit. This can enable domestic credit booms, as happened in many 
countries in the run up to the GFC (CGFS (2011)). Direct cross-border credit fuelled 
by a search for yield inflated asset prices, and the resulting rise in collateral values 
further amplified credit growth. Indirect cross-border credit also played a key role in 
many economies by allowing local banks to extend credit in excess of what would be 
sustainable by the domestic deposit base alone. 

Borrowing during such boom periods is often denominated in a foreign currency, 
mainly the US dollar. This enables borrowers to take advantage of lower funding costs 
or access larger pools of capital. However, it also creates risk when the borrower’s 
local currency depreciates: higher debt burdens beget higher repayment costs and 
potential defaults. For example, mortgages denominated in low interest rate foreign 
currencies (eg the Swiss franc) were popular in some eastern European countries 
ahead of the GFC. But in its wake, the debt burden ballooned in local currency terms. 
After the GFC, borrowers increasingly took advantage of low long-term rates in bond 
markets. This helped diversify and deepen their access to capital, but also exposed 
them to changes in the risk appetite of international bond investors. 

Dynamics in the growth of cross-border credit in part reflect conditions in global 
wholesale funding markets. This makes it important to also consider the composition 
of creditors, how they fund their credit and thus how flighty the credit is. For banks, 
BIS statistics provide useful measures of how much credit is provided by foreign 
banks versus home banks, and how much of the credit is funded and extended locally 
versus across borders. Short-term wholesale funding, which proved to be unstable in 
the GFC (Bruno and Shin (2015), Ivashina and Scharfstein (2010)), is often used to 
fund cross-border credit. Consequently, during periods of financial stress, foreign 
banks tend to withdraw cross-border credit more rapidly than do domestic banks or 
foreign banks operating locally in the country. 

The international dimensions of credit growth pose policy challenges (Borio et al 
(2011)). In economies experiencing booms, international credit complicates the job 
of domestic authorities who seek to constrain credit. They have several tools to slow 
the growth of domestic credit but only limited tools to control credit extended by 
institutions abroad. In addition, borrowers may shift from local to foreign currency 
liabilities if local currency rates rise. This can reduce the efficacy of domestic monetary 
policy and ties the economy to interest rate conditions set elsewhere – including in 
international bond markets. 

This article first describes the international dimensions of credit and how they 
are reflected in BIS statistics. It then discusses the implications of such credit for 
financial stability. The final section concludes. 

Key takeaways 
• Rapid international credit growth can enable domestic credit booms, posing risks to financial stability. 

Both direct cross-border credit and indirect cross-border credit bear watching. 
• Foreign banks operating in domestic markets may enhance credit provision in local credit markets, but 

their cross-border credit tends to dry up first when financial volatility arises. 
• Foreign currency credit is increasingly intermediated through capital markets rather than through banks, 

which diversifies the sources of credit but also alters the risks. 
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International dimensions of credit 

International credit can help economies grow, but a rapid expansion in such credit 
can be destabilising. The BIS international banking statistics (IBS) and global liquidity 
indicators (GLIs) are key resources that provide visibility on three dimensions of credit 
to non-bank borrowers in a particular economy (see Box A): the source of funding (ie 
cross-border or local), the currency of denomination and the identity of the creditor 
(eg a foreign bank, domestic bank or non-bank creditor). 

Direct and indirect cross-border credit and foreign currency credit 

One key aspect of financial stability analysis is the extent to which credit to non-banks 
in a particular economy is supported by funding from abroad. Zeroing in on non-
bank borrowers – ie non-bank financial institutions, non-financial corporations, 
households and governments – puts the focus on the real economy. Cross-border 
credit can take various forms. The most common is direct borrowing by non-banks 
from non-resident creditors, either bank or non-bank creditors. Such direct cross-
border credit is the standard metric used in assessing reliance on international credit. 

However, international credit can also be indirect. Creditors located in a particular 
country may finance a large share of their own locally extended credit to non-banks 
(ie domestic credit2) with net borrowing from non-residents (from other banks or 
non-banks). Importantly, this indirect cross-border credit allows credit growth to 
outrun domestic deposit growth. This component is often ignored in empirical 
analysis of credit booms, but as discussed below, it has been the marginal source of 
credit in many economies (Ehlers and McGuire (2017), Avdjiev et al (2020)). 

Several European cases highlight the roles of direct and indirect cross-border 
bank credit during the global credit boom ahead of the GFC. Direct cross-border 
credit to non-banks in Hungary and the Baltic states, for example, grew at roughly 
34% year on year in the six years prior to Q1 2009 (Graph 1.A), about three percentage 
points above the rate for domestic bank credit. In addition, banks in these countries 
drew on indirect cross-border credit to support their domestic lending (dashed red 
line). Combined, these two cross-border components accounted for more than half 
of the stock of total bank credit to non-banks in these countries by 2008. 

Since the GFC, direct and indirect bank credit have grown in importance in some 
regions but not in others (Graph 1.B). For AE borrowers, total bank credit has fallen 
somewhat relative to the scale of economic activity (stacked bars). But the combined 
share of direct and indirect bank credit rose modestly, to reach 18% of total bank 
credit (red x). For EME borrowers, by contrast, international bank credit has fallen as 
a share of total bank credit. This mainly reflected significant growth in domestic credit 
funded with local deposits (yellow bars) in the Asia-Pacific region and to a lesser 
extent Latin America. Emerging Europe, where international credit had surged leading 
up to the GFC, saw the largest declines in its share.  

 
 

 
2  Domestic credit, as usually measured, captures only loans or securities booked at banks in a given 

jurisdiction vis-à-vis residents of that jurisdiction. The addition of cross-border bank credit (from the 
IBS) yields a measure of the total credit provided by banks to non-banks in a particular country.  
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International credit is often denominated in a currency that is foreign to the 
borrower. The currency of denomination of credit, regardless of whether this credit is 
extended by banks inside or outside the country, is of particular concern to 
policymakers since sudden moves in the exchange rate can significantly increase the 
debt burden expressed in local currency terms. As of end-Q3 2024, 90% of the total 
direct cross-border bank credit was denominated in five major currencies (USD, EUR, 
JPY, GBP, CHF). As discussed below, borrowing via bond issuance in international 
markets, mainly in US dollars, in part replaced bank borrowing in foreign currencies. 

Policy measures such as capital controls and financial regulation can affect the 
channels through which international credit flows. Some of these measures focus on 
direct cross-border credit, while leaving a banks’ intragroup funding alone. Ultimately, 
the mix of direct versus indirect international credit is shaped by policy and by the 
organisation of globally active banks (Hardy et al (2024b)). Thus, focusing on only one 
type of international credit (eg direct cross-border) risks missing important 
developments in other forms (eg indirect cross-border). 

Direct and indirect bank credit to non-banks Graph 1 

A. Hungary and the Baltic states  B. By region, Q3 20243 
USD bn  % of GDP % of total bank credit 

 

 

 
AEs = advanced economies; AFME = Africa and Middle East; EM Asia = emerging Asia; EMEs = all emerging market economies; EMEU = 
emerging Europe; LatAm = Latin America. 
1  BIS reporting banks’ cross-border claims on resident non-banks.    2  For BIS reporting countries, net cross-border borrowing (liabilities 
minus claims) by banks resident in the country; for non-BIS reporting countries (eg Hungary and Baltic states), BIS reporting banks’ net cross-
border claims on banks in the country. Net cross-border positions of countries with banks that export capital (ie with positions below zero)
are excluded.    3  See endnotes for details.    4  Sum of direct and indirect cross-border credit. 
Sources: IMF; LSEG Datastream; national data; BIS international banking statistics; authors’ calculations. 
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Box A 

Tracking international credit with BIS statistics 
BIS statistics provide several complementary perspectives on international credit. This box shows how the 
international banking statistics (IBS) shed light on bank credit to non-bank borrowers in a given country. 

International credit reaches borrowers through several channels (Graph A1). It can be extended across 
borders directly from banks or non-banks abroad. It can also come indirectly through banks in the borrowing 
country that fund themselves from abroad, either through intragroup positions or with funding from unrelated 
parties (banks or non-banks). Both direct and indirect cross-border credit are often supported by wholesale 
funding (Bruno and Shin (2015)). For its part, domestic credit (locally extended) can come from foreign-owned 
banks or from domestic banks, regardless of the funding source. The IBS cover direct and indirect credit 
provided by banks quite well (dark arrows). However, BIS statistics only partially cover such credit provided by 
non-banks (light arrows). Specifically, indirect cross-border credit is well captured for countries that report to 
the IBS, but it must be estimated for those that do not (see endnotes). Borrowing via international bonds is 
tracked in the BIS international debt securities (IDS) statistics and the global liquidity indicators (GLIs), but the 
identity of the holders of these bonds is not known. 

Credit to non-bank borrowers in country X Graph A1

 
NBFIs = non-bank financial institutions; NFCs = non-financial corporations; XB = cross-border. 
Source: Authors’ elaboration. 

The IBS contain various breakdowns that are not generally available in banks’ public financial data sources. 
Banks’ claim (ie asset) positions can be broken down by the location (country) and sector of the counterparty, 
as well as by booking location. For example, a French bank can extend a loan to a non-bank borrower in Brazil, 
either from an office outside of Brazil (a cross-border claim) or from an affiliate in Brazil (a local claim, part of 
domestic credit in Graph A1). This breakdown, combined with the breakdown by currency, yields several useful 
ratios: 
Direct cross-border bank credit share: share of cross-border credit to non-banks in total bank credit to non-
banks. The denominator is domestic credit (DC), as reported in the IMF International Financial Statistics, plus 
total cross-border (XB) credit to non-banks in the country from the IBS.  

Direct XB share = XB / (DC + XB).  
Direct plus indirect cross-border bank credit share: the direct XB share, adding to the numerator the net cross-
border borrowing by banks in the country (net XB bank bor). This additional piece is the amount of domestic 
credit extended by banks in the country that is financed by cross-border liabilities. It enters the numerator only 
when net cross-border borrowing by local banks is positive. 
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Credit providers: nationality and location 

Cross-border bank credit can, but need not, give foreign-owned banks an outsize role 
in domestic credit markets. Such non-domestic banks loom large in economies where 
direct cross-border bank credit is a large part of overall credit. But even in economies 
with relatively little cross-border credit, foreign banks can play a pivotal role via their 
local presence in the domestic banking system. While some operate like domestic 
banks, raising deposits in the country to lend locally, others fund their local lending 
with cross-border liabilities. These can take a variety of forms, including interoffice 
funding, wholesale funding or cross-border deposits (Hardy et al (2024b). 

The role of foreign banks as credit providers has evolved over the decades. 
International claims (comprising all cross-border lending and local lending in foreign 
currency) expanded through the 1970s and 1980s (Graph 2.A), fuelled by regulatory 
arbitrage, financial innovation and financial liberalisation (McCauley et al (2021)). A 
second wave of expansion preceded the GFC, after which many banks – in particular 
European banks (IMF (2015), McCauley et al (2019)) – retrenched their overseas 
operations. Of the total international bank credit outstanding at end-Q3 2024, an 
estimated 75% was extended by a bank that is foreign to the borrower (black line). 

But foreign banks also have local operations in the borrower countries, much of 
which are denominated in the borrower’s local currency (Graph 2.B). Combining these 
claims with their international claims provides a measure of foreign banks’ share in 
total bank credit to non-bank borrowers – ie the foreign bank participation (FBP) rate 
(Ehlers and McGuire (2017); see Box A).  

Since the GFC, foreign banks have accounted for a decreasing share of total bank 
credit to EMEs as domestic financial systems have grown. For EMEs as a group, their 
FBP rate fell from over 20% in 2008 to 7% in 2024 (Graph 3.A, blue line). While foreign 
bank credit rose faster than economic activity for much of this period, it was 
overshadowed by the dramatic expansion in credit from domestic banks (Avdjiev et 
al (2024), Hardy (2019)). By contrast, the FBP rate for advanced economies (red line) 
has continued to rise after the GFC. 

 

Direct and indirect XB share = (XB + max(0, net XB bank bor)) / (DC + XB) 
Foreign currency share: the share of total bank credit that is denominated in currencies other than the currency 
of the borrowing country. Estimates of cross-border bank credit in foreign currency are constructed from the 
IBS. The construction of domestic bank credit in foreign currency varies by country (see endnotes).  

Foreign currency share = (DC in FX + XB FX credit) / (DC + XB) 
Foreign bank participation rate (FBP rate): share of total bank credit to non-banks that is provided by foreign 
banks. The numerator includes foreign banks’ international claims on non-banks (INTC) on an immediate 
counterparty basis, comprising cross-border claims (in all currencies) plus claims extended by bank affiliates 
inside the borrower country and denominated in non-local currencies, as well as these affiliates’ locally extended 
claims on non-banks in the local currency (LCLC). For this latter piece, LCLC is not broken down by counterparty 
sector in the data. Rather, the parameter α denotes the estimated share of LCLC to the non-bank sector, 
computed as the share of overall foreign claims on the non-bank sector (guarantor basis). 

FBP rate = (INTC + α*LCLC)/(DC + XB) 
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Foreign bank participation rates varied markedly both across and within EME 
regions in mid-2024. Asia-Pacific EMEs stood out with relatively low FBP rates 
(Graph 3.B). For instance, the rate for China was close to 1% in Q2 2024, falling from 
an already low 3% a decade earlier. Similarly, both India and Korea have had FBP rates 
below 15% for the last two decades. FBPs in Latin America and other EMEs have been 
consistently higher than in Asia but have shifted down since the GFC. 

Foreign banks often, but not always, bring foreign currency credit to borrower 
economies. Their access to foreign currency funding sources makes them a natural 
conduit. They tend to transact much more in foreign currencies than do domestic 
banks (Aldasoro et al (2022)), and their lending can be linked to borrowing costs in 
their home currency (Morais et al (2019)). EMEs with relatively higher FBP rates also 
tend to have a higher share of bank credit denominated in foreign currencies 
(Graph 3.C).3 No such correlation is evident for AE borrowers, which tend to borrow 
primarily in domestic currency regardless of the banks’ ownership. Moreover, many 
domestic banks in AEs are well integrated in the global financial system and thus can 
access foreign currency funds themselves directly or via affiliates abroad.  
  

 
3  The declining FBP rates are thus consistent with the declining reliance on foreign currency credit in 

general (Avdjiev et al (2024), Gelos et al (2024)). 

Bank claims by borrower and type1 
Claims scaled by world GDP; in per cent Graph 2

A. International claims2  B. Local claims in local currency4 

 

 

 

¹  See endnotes for details.    2  International claims comprise cross-border claims in all currencies plus local claims in foreign currencies from
the BIS locational banking statistics; end-year, except for Q3 2024.    3  Lower bound estimate of international bank claims where the creditor
bank is foreign to the borrower.    4  Local claims in local currency for a constant sample of reporting countries in the BIS consolidated banking
statistics from 2003 onwards.  
Sources: IMF; World Bank; BIS international banking statistics; authors’ calculations. 

40

30

20

10

0

24191409049994898479

interoffice positions)
Banks (excl

Extended by foreign
banks3

Non-bank sector (total)
Non-financial sectors
Non-bank financial institutions

Non-bank subsectors:

16

12

8

4

0

2422201816141210080604

Local claims in local currency to all borrowers



 
 

 

 

96 BIS Quarterly Review, March 2025
 

Capital markets as a rising force in global finance 

While banks remain key providers of foreign currency credit, international capital 
markets have become increasingly important since the GFC (Hardy and von Peter 
(2023)). This development is reflected in the BIS GLIs, which track credit denominated 
in US dollars, euros and yen to non-bank borrowers outside the respective currency-
issuing jurisdictions (Graph 4.A). The major share of credit captured in the GLIs is to 
private sector firms.4 The rise in credit through debt securities occurred as bank 
creditors stepped out after the GFC and non-bank investors stepped in (McCauley et 
al (2015), Shin (2012)). The shift has been particularly stark in EMEs, where the bond 
share rose from almost a third at end-2008 to almost a half in mid-2024 (Graph 4.B). 
The shift towards capital market financing is likely to be even starker if growth of 
domestic capital markets is factored in.5  

Greater reliance on capital markets has both pros and cons for borrowers. Debt 
securities allow EME borrowers to tap larger investment pools, which in turn helps 
diversify risks away from banks and across a broader set of investors. Further, EME 
borrowers have been able to obtain credit at tenors that can exceed those generally 
offered by banks. On the other hand, capital markets can be more prone to swings in 

 
4  See BIS, “BIS global liquidity indicators: methodology”, December 2022, at 

www.bis.org/statistics/gli/gli_methodology.pdf, for the GLI compilation methodology. 
5  International investors also hold local currency bonds issued in domestic markets, but these are not 

captured in the GLIs (Gelos et al (2024)). 

Foreign bank participation (FBP) in domestic banking markets1 Graph 3

A. Average FBP rates B. Dispersion in emerging markets2 C. FBP rate and foreign currency 
share of bank credit, Q3 20242 

%  %   

 

  

 

AFME = Africa and Middle East; EM Asia = emerging Asia; EMEU = emerging Europe; LatAm = Latin America. 
1  FBP rate is the estimated claims by BIS reporting foreign banks on non-bank borrowers of the domestic economy, divided by the sum of
cross-border claims on non-bank borrowers and domestic bank credit to non-banks. See endnotes for details.    2  The foreign currency share 
is calculated for total bank credit to non-banks. 
Sources: IMF; LSEG Datastream; national data; BIS international banking statistics; authors’ calculations. 
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global risk sentiment, which in turn can affect exchange rates and thereby the ability 
to repay foreign currency credit (Koepke (2019), Hofmann et al (2022)). 

The dollar remains EMEs’ foreign currency of choice in both bank and bond credit 
(Graph 4.C). Countries with exports denominated in dollars (eg commodities 
producers) have a natural hedge. But those without such a hedge face both balance 
sheet and rollover risk when the dollar appreciates or when borrowing costs rise. As 
discussed below, the recent dollar appreciation and rising dollar borrowing costs 
make EMEs more vulnerable to sudden changes in investor sentiment. 

Implications of international credit for domestic policy 

International credit bears watching by policymakers. For one, international credit is 
often the marginal source of credit and can be subject to destabilising reversals. For 
another, the modes of credit extension and funding (ie cross-border vs local) by 
foreign banks affect the stability of their lending (Hardy et al (2024b)). The following 
subsections discuss cases that illustrate these points. 

International credit and domestic credit booms 

Rapid expansion in international credit can be an enabler of domestic credit booms 
(Domanski et al (2011), Aldasoro et al (2023), Borio et al (2011)). In the run-up to the 
GFC, for example, international credit was the marginal source for borrowers in many 
countries, fuelling a rise in ratios of bank credit to GDP. As the crisis unfolded, 
countries that had relied heavily on such credit saw the largest credit contractions. 

The type of international credit matters in these boom-bust episodes. In a sample 
of EME borrower countries, there is a statistically significant relationship between the 
change in the share of direct cross-border bank credit between 2002 and 2008 and 

The rising bond share in foreign currency credit and the dominant US dollar1 Graph 4

A. To all borrowers  B. To emerging market borrowers C. US dollar share 
% USD trn  % USD trn  % 

 

  

 
1  US dollar-, euro- and yen-denominated credit to non-bank borrowers outside the respective currency areas (non-residents). 
Sources: BIS global liquidity indicators; authors’ calculations. 
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the change in the ratio of bank credit to GDP (Graph 5.A). Importantly, the relationship 
is more pronounced when the more comprehensive measure of international credit 
is used. That is, the rise in the ratio of bank credit to GDP is more tightly related to 
the change in the combined share of direct cross-border credit and indirect cross-
border credit (Graph 5.B). This is seen in the steeper slope of the regression line and 
the much narrower confidence bands for the estimated regression line (yellow lines). 

Such indirect cross-border credit can come in different forms. In several eastern 
European countries, foreign banks advanced euros or Swiss francs to their local 
affiliates, which in turn extended foreign currency mortgages to households. Indeed, 
these countries experienced big credit booms with a high share of foreign currency 
credit in mid-2008. By contrast, in Korea, foreign banks advanced dollars to banks in 
the country, but those were not used to fund dollar-denominated assets. Rather, 
banks in Korea bought won-denominated investments that were hedged back into 
dollars using FX forwards (McCauley and Zukunft (2008)). The forward counterparties, 
mostly Korean exporters such as shipbuilders, in effect borrowed dollars by 
contracting to sell future dollar revenues. 

As in the boom period, so too in the bust period: international credit drove larger 
swings in activity (Graph 6). Note that here the focus is on the cumulative contraction 
in output (real GDP) during the GFC rather than the change in the ratio of bank credit 
to GDP. Those EMEs most dependent on international credit before the Lehman 
Brothers collapse tended to suffer sharper downturns.6 The share of direct cross-
border credit on the eve of the GFC is only loosely related to GDP growth in the 
following years (Graph 6.A). But once again, the combined (direct plus indirect) share 
of cross-border credit (Graph 6.B) and foreign currency credit (Graph 6.C) are more 
tightly associated with the severity of the downturn. 

 
6  Berkmen et al (2012) show that financial factors were key in determining the size of the growth impact 

of the GFC. Leverage and the share of short-term debt in GDP are significant explanatory variables in 
various regression specifications. Lending from advanced economies also factors in significantly.  

International credit in EMEs during the pre-GFC boom (Q1 2002–Q2 2008)1 Graph 5 

A. Direct cross-border credit2  B. Direct plus indirect cross-border credit3 

 

 

 
1  The y-axes show the change in the ratio of total bank credit (including credit to governments) to GDP over the Q1 2002–Q2 2008 period. 
Total bank credit is the sum of domestic credit and cross-border bank credit to non-banks in the country. The black lines indicate OLS
predicted values, and the yellow lines indicate the 95% confidence bands for these regression lines.    2  The x-axis shows the change in the 
ratio of direct cross-border credit over total bank credit to non-banks (including governments).    3  The x-axis shows the change in the ratio 
of direct cross-border credit plus net cross-border borrowing by banks in the country (if positive) to total bank credit to non-banks. 
Sources: IMF; national data; BIS international banking statistics; authors’ calculations. 
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The trade-offs of greater foreign bank participation 

The identity of the lender is another key dimension of international credit. A greater 
share of credit from foreign banks brings both benefits and risks for the borrower. 
Foreign banks, which typically enjoy a broader intragroup support network and 
funding mix, can both bring best practice to domestic markets and increase 
competition that drives cost reductions at domestic banks (Caparusso and Hardy 
(2022), Claessens and van Horen (2014)).  

However, for the stability of credit in borrower countries, the source of funding 
matters more than the ownership of the bank (Ehlers and McGuire (2017), Ongena et 
al (2015)). For example, foreign banks operating locally can often rely on support from 
their parent bank (De Haas and van Lelyveld (2010)). In such cases, they can be better 
equipped than domestic banks to handle economic shocks originating in the 
borrower country (Cull et al (2017)). BIS statistics show that, following a local banking 
crisis, local credit extended by foreign banks expands strongly in subsequent years 
(Graph 7.A). Indeed, it is more resilient than local lending by domestic banks (blue 
line). By contrast, foreign banks’ international claims are fickle and tend to disappear.  

This ordering of resilience stems mainly from the funding source. International 
credit is more likely to be funded by wholesale funding, which is subject to periodic 
squeezes (Bruno and Shin (2015), Ivashina and Scharfstein (2010)). By contrast, local 
credit, particularly if denominated in the local currency, is often funded by local 
liabilities (eg stable domestic deposits) in the local currency. This matching of 
currencies across the assets and liabilities sides of the balance sheet helps insulate 
creditors from movements in exchange rates (IMF (2015), McGuire and von Peter 
(2016)) and thus tends to be a stabilising force. 
  

International credit and GDP in EMEs in the post-GFC bust (Q2 2008–Q4 2009)1 Graph 6

A. Direct cross-border credit2  B. Direct plus indirect cross-border credit3 

 

 

 
1  The y-axes show the cumulative growth in GDP in the six quarters between end-Q2 2008 and end-Q4 2009. The black lines indicate OLS
predicted values, and the yellow lines indicate the 95% confidence bands for these regression lines.    2  The x-axis shows the ratio of direct 
cross-border credit to total bank credit to non-banks (excluding governments) at end-Q2 2008.    3  The x-axis shows the ratio of direct cross-
border credit plus net cross-border borrowing by banks in the country (if positive) to total bank credit to non-banks, at end-Q2 2008. 
Sources: IMF; national data; BIS international banking statistics; authors’ calculations. 
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However, in the case of global shocks or shocks in a bank’s home country, foreign 
banks can be transmitters of risk to local economies. For instance, a bank that faces 
a shock in one location may adjust its globally consolidated balance sheet, leading to 
credit contractions in other locations (Adams-Kane et al (2017), Peek and Rosengren 
(1997)). During the GFC, banks that racked up larger credit losses saw larger peak-to-
trough contractions in their foreign claims (Graph 7.B) after accounting for borrower- 
and location-specific factors (see endnotes). More generally, banking crises in the 
foreign bank’s home country are followed by a decline in lending abroad, mainly due 
to lower international claims (Graph 7.C). 

Dollar debt, dollar appreciation and rising dollar rates 

Low long-term borrowing costs in the major currencies after the GFC led to a nearly 
decade-long rise in foreign currency borrowing by EMEs (Graph 8.A). However, the 
rise in dollar policy rates and sustained dollar appreciation since 2020 have led to a 
steepening of the dollar yield curve, which, in turn, has curtailed this borrowing.  

Despite this decline, dollar repayment obligations remain a concern in the 
current environment (Graph 8.C). Changes in policies that affect trade (eg tariffs) – 
and any further appreciation of the US dollar – could put additional pressure on EMEs’ 
ability to repay. Many EMEs are exporters of commodities, goods and services priced 
and traded in dollars. The associated dollar revenue has served as a natural hedge 
against currency mismatches. However, falling sales and commodity prices can 
foreshadow difficulties in servicing their international debt. This debt bears watching 
as trade policies evolve and their impact on the global economy is felt. 

Foreign banks and lending responses to shocks Graph 7

A. Bank claims around local crises1 B. Bank claims and losses in the GFC2 C. Bank claims around foreign crises1 
Year 0 = 100    Year 0 = 100 

 

  

 
¹  Years before and after the start of a banking crisis, as defined by Laeven and Valencia (2020) for 27 borrower countries (panel A) and 18
lender countries (panel C).    2  The y-axis is a nationality fixed effect from a regression on peak-to-trough contractions in credit around the
GFC. Taken from McCauley et al (2019). See endnotes for details. 
Sources: Laeven and Valencia (2020); McCauley et al (2019); national data; BIS international banking statistics; authors’ calculations. 
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Conclusions 

The international dimensions of credit growth pose various policy challenges.7 
First, in economies experiencing booms, international credit often complicates 

the job of domestic authorities who seek to monitor and constrain credit. For 
example, domestic authorities have several tools to slow the growth of credit 
extended by banks within their jurisdiction. But short of capital controls, the tools to 
measure, much less control, credit extended by institutions outside the country are 
limited. BIS work on the early warning properties of various “gap” variables, in 
particular the credit-to-GDP gap, has proven quite useful in this regard (Borio and 
Lowe (2002, 2004), Borio and Drehmann (2009), Aldasoro et al (2018)).8 

Second, the post-GFC push in several jurisdictions for local capital requirements 
and “ring-fencing” of banks’ operations presents its own trade-offs. The longer-term 
implications of such a move are widely debated. While such regulatory changes may 
make banks more stable in the near term, they do so by possibly hampering cross-
border transfers of capital. Policymakers should continue to examine these trade-offs.  

 
7  See, inter alia, IMF (2018), Albertazzi and Bottero (2014), Kim and Mitra (2014), Popov and Udell 

(2012), Borio et al (2011), CGFS (2011), Espinosa-Vega et al (2010). 
8  In addition, some provisions in the Basel III framework may help policymakers dampen unwanted 

credit flows. “Jurisdictional reciprocity”, as detailed in BCBS (2010), should help promote supervisory 
coordination across jurisdictions. Supervisors in a jurisdiction seeking to dampen cross-border bank 
credit in that jurisdiction can coordinate with supervisory authorities abroad in setting buffer 
requirements on the creditor banks’ cross-border positions. 

Dollar credit to EME non-bank borrowers, scaled by GDP1 

In per cent Graph 8

A. By region B. Selected EMEs, Q3 2024 C. Bond payments due within a year 

 

  

 

1  US dollar-denominated credit to non-bank borrowers outside the respective currency areas (non-residents). 
Sources: IMF; BIS global liquidity indicators; BIS international debt securities statistics; authors’ calculations. 
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Finally, policymakers should not lose sight of other challenges that have emerged 
since the GFC. Cross-border bank credit has taken a back seat to bond issuance, much 
of which was absorbed by non-bank creditors (McCauley et al (2015)). Such “non-
bank to non-bank credit” remains opaque because of a lack of data on the 
consolidated holders of the claims. Moreover, it has been less affected by many of 
the post-GFC regulatory initiatives that targeted the banking sector. 
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Annex A: Sources of credit 

This annex defines key terms and concepts used throughout the feature, based on 
the BIS Glossary and the Box in a previous feature in this series (Hardy et al (2024a)). 

1. Domestic positions: claims 9  or liabilities of a domestic bank vis-à-vis 
residents of the bank’s home country. They are not usually covered in the IBS.  

2. Cross-border positions: positions on a non-resident – for example, a claim 
on or liability to a counterparty located in a country other than the country 
where the banking office that books the position is located. 

3. Local positions: claims on or liabilities to a counterparty located in the same 
country as the office that books the positions (the opposite of “cross-border 
positions”). Local positions in the home country are domestic positions (1). 

4. International positions: positions on a non-resident or denominated in a 
foreign currency. International claims comprise cross-border claims in any 
currency plus local claims of foreign affiliates in non-local (foreign) currencies. 

5. Foreign position: claims on, or liabilities to, residents of countries other than 
the country where the controlling parent is located. Foreign claims comprise 
positions 2 + 3 above, ie local claims of the bank’s offices abroad as well as 
cross-border claims of the bank’s offices worldwide. 

Endnotes 

AFME = Africa and Middle East; EM Asia = emerging Asia; EMEU = emerging Europe; 
LatAm = Latin America. All graphs are based on data from the locational banking 
statistics (LBS) and the consolidated banking statistics (CBS). China does not report 
to the CBS.  
”Emerging market economies (EMEs)” is used as a short form for emerging market 
and developing economies, the set of economies not classified as advanced 
economies (AEs) in the BIS country grouping convention. The names of jurisdictions 
corresponding to ISO codes are provided under the abbreviations on pages iv–vii. 
Graph 1.B: The number of countries in each region are: AEs (24), AFME (4), EM Asia 
(10), EMEs (32), EMEU (12) and LatAm (6). 
Graph 2.A: International claims extended by foreign banks are derived as the sum of 
all parent bank nationalities in the BIS consolidated banking statistics on an 
immediate counterparty basis and estimated international claims of nine parent bank 
nationalities that do not report to the CBS (from the BIS locational banking statistics 
by nationality). Interoffice claims are included in “Banks” (red bars) prior to 1983. 
Graph 2.B: The following reporting countries are excluded due to data unavailability 
or because they started reporting later than 2003: AT, CL, HK, KR, LU, MX and PA. 
Graph 3: The numerator of the FBP rate is the sum of international claims (IC) and 
local claims in local currency (LCLC) on non-bank borrowers, on an immediate 
counterparty basis. IC consist of cross-border claims of foreign banks plus local claims 

 
9  In the BIS LBS, bank claims comprise: (i) loans and deposits; (ii) holdings of debt securities; and (iii) 

derivatives with a positive market value and other residual instruments (combined). Credit is defined 
as the sum of (i) and (ii). In the BIS LBS, derivatives are broken out from claims, see Hardy et al (2024a). 

https://www.bis.org/statistics/country_groupings.pdf
https://data.bis.org/help/glossary?item=foreign+claim
https://data.bis.org/help/glossary?item=international+claim
https://data.bis.org/help/glossary?item=local+position
https://data.bis.org/help/glossary?item=cross-border+position
https://data.bis.org/help/glossary?item=domestic+claim
https://www.bis.org/publ/qtrpdf/r_qt2409e.htm
https://data.bis.org/help/glossary
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extended in foreign currency by hosted foreign banks (in domestic economy). LCLC 
are claims made by foreign banks resident in the domestic economy to domestic non-
bank borrowers in the domestic currency; LCLC to non-bank borrowers are calculated 
by multiplying LCLC on all sectors (on an immediate counterparty basis) by the share 
of non-banks in total foreign claims (on a guarantor basis). Since most countries 
started reporting claims on an guarantor basis around end-2004, the Q1 2005 figures 
are used for the shares between 2000 and 2004. 
Graph 3.A: The regional aggregates are made up of 23 AEs and 31 EMEs. 
Graph 3.B: The number of countries in each region are: AFME (7), EM Asia (8), EMEU 
(9) and LatAm (7). 
Graph 3.C: The regional aggregates are made up of 16 AEs and 18 EMEs. Foreign 
currency share of bank credit: the currency composition of banks’ cross-border claims 
on non-banks in a country is captured in the BIS LBS, which break down cross-border 
claims into five major currencies (USD, EUR, JPY, GBP and CHF). The method for 
obtaining the currency breakdown of domestic credit to non-banks depends on the 
country. In the LBS, reporting countries provide the same breakdown for banks’ local 
positions in foreign currencies, and thus the difference between this total and 
domestic credit is the amount in domestic currency. This yields the estimates for EMEs 
that themselves report to the LBS (ie BR, CL, MX, KR, TR and ZA). For other EMEs, the 
share of local claims in foreign currency of domestic credit is estimated as the 
difference between BIS reporting banks consolidated cross-border claims (guarantor 
basis) and their international claims (IC basis) (ie local claims in non-local currencies 
booked by foreign banks). Thus, the figures are incomplete for these countries 
because (a) there is no explicit currency breakdown for this piece, and thus 
assumptions are required to determine the USD, EUR, JPY, GBP and CHF shares; and 
(b) the positions of domestic banks’ local foreign currency positions are not known. 
For (b), we assume for most countries that these banks’ local positions are all in 
domestic currency. 
Graph 7B: “Average contraction driven by bank nationality” is derived from a 
nationality fixed effect 𝜎௡  derived from the following regression equation in 
McCauley et al (2019): −∆𝐴௜௡𝐴௜௡ = 𝛼 logሺ𝐴௜௡ሻ + 𝛿 logሺ𝑑௜௡ሻ + ෍ ሺ𝛽௥ ∗ 𝑅௜௡௥ ሻ௥ + 𝜆௜ + 𝜎௡ + 𝜖௜௡ , 
where ∆𝐴௜௡  is the peak-to-trough contraction in foreign claims 𝐴௜௡  of bank 
nationality 𝑛 on borrowers in country 𝑖. 𝑑௜௡ is the geographic distance between home 
and borrower countries, 𝑅௜௡௥  are the values of various balance sheet variables of the 
foreign affiliate measured at the peak of 𝐴௜௡. These include balance sheet size, peak-
to-trough contraction (of the affiliate), local intermediation share, interbank funding 
ratio, foreign currency funding ratio, cross-border funding ratio, cross-border 
excluding intragroup ratio, net intragroup funding, intragroup funding received, pre-
crisis expansion (log) and a post-crisis recovery dummy. 𝜆௜ is a borrower country fixed 
effect. Credit losses for each nationality are the maximum credit losses on securities 
(from Bloomberg-reported company statements) and non-performing loans (from 
S&P CapitalIQ) expressed as a share of Tier 1 capital in 2008.  
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