
Foreign Credit Expansion in the United States

by Rama Seth1

Several recent studies have examined U.S. bank credit growth during the recent reces-
sion.2 These studies have focused on the balance sheet contraction of U.S. banks and
the reasons for this contraction. The role of foreign banks during this period, however,
has largely been ignored. This article seeks to assess the prevalence of foreign bank
lending in the United States in 1990-92 and to analyze the determinants of that lending.
We consider the behavior of foreign banks as a group, then identify differences in for-
eign bank behavior across countries and institutional forms. We give particular atten-
tion to the factors that led certain groups of banks to increase credit.

On the surface, it appears that foreign bank lending in the United States increased
while domestic banks were reducing loan extensions.3 Although foreign banks taken
together did increase their U.S. lending, differences emerge when the group is disaggre-
gated according to both institutional form and nationality. While the U.S. branches and
agencies of foreign banks expanded their outstanding commercial loans, foreign bank
subsidiaries followed the pattern of U.S.-owned banks and contracted their loans. Early
in the recession, Japanese banks diverged from domestic banks and many other foreign
banks by increasing their U.S. lending; later, French and Canadian banks would do the
same.

In Section I, we first briefly discuss our sample selection. The second section de-
scribes the growth in balance sheets of foreign banks in the aggregate and then of two
broad groupings of these banks—namely, growing and retrenching foreign banks. Sec-
tion III discusses various attributes of these bank categories—capital strength, asset
quality, output growth in the home country, and relative lending rates in the home coun-

11 am grateful to Akbar Akhtar, Ron Johnson, Robert McCaulcy, and Anthony Rodrigues for comments and
suggestions, to Ted Fischer for research assistance, and to Valerie LaPorte for editorial assistance.

2 For a summary of these studies, see Allen N. Berger and Gregory F. Udell, "Did Risk-Based Capital Allo-
cate Bank Credit and Cause a 'Credit Crunch' in the U.S.?" Journal of Money, Credit, and Banking, vol.
26, 1994.

3 The growth in credit by foreign banks during this period can only partially be attributed to loan purchases
from domestic banks. At least some of the growth must be attributed to new lending.
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try—and examines the differences in these attributes across bank categories. We tenta-
tively assess some determinants of foreign lending by examining means differences in
this section. In section IV, we present regression models that not only test the capital
adequacy hypothesis directly but also measure the extent of lending differences by na-
tionality. Section V examines the factors that may explain nationality differences and
specifies a reduced-form model. Section VI discusses the results of this model, distin-
guishing between the factors explaining growth in branches and agencies, on the one
hand, and subsidiaries of foreign banks, on the other. The paper's final section lays out
the conclusions of the study.

We find that the dissimilarity in lending behavior between foreign and domestic
banks also extends to a dissimilarity in the determinants of this lending. Two supply-
side factors that have been found to be significant in explaining recent U.S. bank credit
behavior are capital strength and asset quality. While capital strength was found to be
significant in explaining lending by the positive growth group of branches and agencies,
it did not appear to be important in explaining subsidiaries' lending. Reported asset
quality did not emerge as a significant determinant of lending by any group of foreign
banks. Instead, a desire to increase market share, better U.S. lending rates, and credit
diversion from offshore to onshore branches appear to explain the growth in foreign
bank branches and agencies. In the case of the few subsidiaries that increased credit,
market share is one plausible explanation underlying their behavior.

I. Sample Selection
The sample was dictated by data availability. In each instance, we tried to use all the
information available for that particular analysis; consequently, the samples varied
somewhat across analyses. For data analyses without capital ratio variables, all foreign
banks were used.4 For analyses using the capital ratio, data limitations required the sam-
ple to be more limited.3 In the tables for these analyses, subsidiaries were included only
if they reported capital ratios at the end of December 1990. Since the reporting of cap-
ital ratios by parents of foreign banks was somewhat more sparse, we included the
branches and agencies provided that their parent had reported capital ratios at least once
during 1990-91. Because certain variables used in the regressions were only available
for selected industrial countries, the final table with detailed regression results only in-
cluded foreign banks from Belgium, Canada, Denmark, Finland, France, Germany, Ita-
ly, Japan, Netherlands, Norway, Spain, Sweden, Switzerland, and the United Kingdom.

Since the aim of this paper was to examine credit behavior of foreign banks over the
course of the recession, in most of our analysis the time period used spanned the reces-
sion. On the assumption that some foreign banks may have needed time to adjust to re-
cessionary conditions, we generally conducted the analyses through the date of the most
recent data availability (at the time the data work was done—that is, September 1992).

II. Credit Growth
Foreign banks as a group continued to increase corporate loan extensions in 1990-92
when domestically owned banks were contracting theirs (Chart 1). Differences in lend-
ing behavior across foreign banks appear, however, when these banks are subdivided by
institutional form.

4 Sec Table 1; the first, third, and fourth columns of Table 2; Tables 3 and 3a; and appendix Tables 1 and 2.

5 Including the second (capital ratio) column of Table 2, Tables 4, R-l, and R-2.
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Foreign banks provide services to U.S. customers through seven different institution-
al forms.6 The two most important forms—branches and agencies of foreign banks and
foreign bank subsidiaries—behaved rather differently during the recent bank credit
slowdown.7 As a group, U.S. branches and agencies of foreign banks expanded their
outstanding loans. By contrast, the U.S.-chartered foreign banks, or subsidiaries, fol-
lowed the same course as U.S.-owned banks in reducing their lending. Indeed the re-
duction in lending by these foreign banks (which account for less than a third of credit
extended to U.S. corporations by all foreign banks in the United States) from the start
of the recession to September 1992 was almost identical to the reduction in lending by
U.S.-owned banks (Table 1). Because these two groups of banks are alike in their port-
folio composition, clientele, and other characteristics, the similarity in their lending be-
havior during this period is not surprising.8

Even after institutional differences are taken into account, all foreign banks did not
behave homogeneously. The difference in behavior is most easily observed by dividing
banks into two categories, those whose home country banks as a group expanded their
total U.S. corporate loan portfolio after the start of our recession and those whose home
country banks as a group decreased their portfolio. We shall term these categories "pos-
itive growth" banks and "negative growth" banks, respectively.

6 For a summary of the different institutional types, their functions and their relative importance, see Rama
Scth, "Foreign Banks1 Contribution to Excess Capacity," FRBNY memo, November 1992.

7 Ronald Johnson notes this difference in 'The Bank Credit 'Crumble,'" Federal Reserve Bank of New York
Quarterly Review, Summer 1991.

8 Sec Scth and Quijano, "Japanese Banks' Customers in the United States," Federal Reserve Bank of New
York Quarterly Review, Spring 1991; and Scth, "Excess Capacity."

Chart 1: Commercial and Industrial Loan Growth by U.S. and Foreign-Owned Banks

June 30, 1990 = 100
120

Source: Federal Financial Institutions Examination Council, Reports of Condition.
Notes: Tick marks refer to the end of the quarter. The numbers in parentheses are the val-
ues of commercial and industrial loans as of the end of 1992. All foreign banks include U.S.
branches and agencies and subsidiaries of foreign banks.
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Table 1: Lending of Banks by Institutional Type and Pattern of Growth

Growth of Commercial and Industrial Loans from June 30,1990, to September 30,1992 (Percent)

Total

Positive growth

Negative growth

Domestically Owned
Domestic Banks

-3.03

31.88

-25.66

Subsidiaries of
Foreign Banks

-11.58

23.73

-14.10

Branches and Agencies
of Foreign Banks

15.78

126.04

-7.21

Breakdown by Commercial and Industrial Loans as of September 30,1992

Total
(billions of dollars)

Positive growth
(percent of above total)

Negative growth
(percent of above total)

Domestically Owned
Domestic Banks

400.7

52.86

47.14

Subsidiaries of
Foreign Banks

41.6

9.33

90.67

Branches and Agencies
of Foreign Banks

132.4

33.68

66.32

Breakdown by Number of Banks as of September 30,1992

Total
(number of banks)

Positive growth
(percent of above total)

Negative growth
(percent of above total)

Domestically Owned
Domestic Banks

11,201

50.17

49.83

Subsidiaries of
Foreign Banks

139

13.67

86.33

Branches and Agencies
of Foreign Banks

522

53.83

46.17

Source: Federal Financial Institutions Examination Council, Reports of Condition.

Notes: The definition of positive and negative growth bank depends on the type of bank. For
subsidiaries and branches and agencies, all the banks were grouped by the country of their
owners. Then each bank was classified by whether the banks from the home country as a
whole increased or decreased commercial and industrial loans to the United States from June
30,1990, to September 30,1992. For domestically owned banks, the classification was done
by the growth in each individual bank's loans over the same period. This means that the statis-
tics of domestically owned banks are those in existence over 1990-92 (a constant sample),
while this is not necessarily true for foreign-owned banks. The total figures for domestically
owned banks exclude those not in the constant sample. The total figures for foreign banks
exclude banks from countries that did not maintain a continual presence in the U.S. from 1990-
92. The positive growth subsidiaries exclude the expansion in holdings by a Spanish bank in
First Fidelity Inc. in the first quarter of 1991. This expansion caused the banks controlled by
First Fidelity to be counted as subsidiaries. The positive growth branches and agencies exclude
the New York branch of the Union Bank of Switzerland in the New York and Atlanta agencies of
the Bank of Nova Scotia. These entities had disproportionately large increases in loans.
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The resemblance of subsidiaries to domestic banks remains when banks are grouped
according to this scheme. The increase in lending by branches and agencies of foreign
banks that grew far exceeds that of growing domestic banks or the small group of grow-
ing subsidiaries. By the same token, the branches and agencies that contracted reduced
their lending less than a similar group of subsidiaries and domestic banks (Table 1 ).9

Indeed, one could argue that subsidiaries conform more closely to the stereotype of
domestic banks than do domestic banks themselves. A far smaller percentage of sub-
sidiaries, both by number of banks and share of loans, showed positive growth than ei-
ther the branches and agencies or the domestic banks. Growing subsidiaries account for
less than 10 percent of all foreign bank subsidiaries, by value of commercial and indus-
trial loans or by number of banks.

Another revelation of this grouping10 is that a higher percentage of U.S.-owned
banks than of branches and agencies increased their lending if the value of such lending
is used as the measure. Roughly half of the U.S.-owned banks, by value of loans, fell
into the positive growth group, while only a third of foreign bank branches and agencies
fell into this group (Table 1 and Chart 2). Even if we calculate the percentage according
to the number of banks, branches and agencies that grew did not much exceed domestic
banks that grew. By contrast, as pointed out earlier, the percentage of subsidiaries that
grew was very small.

In each of the two growth categories that we have defined, individual countries have
had wide-ranging growth rates in the corporate credit extended by their banks. Germa-
ny, Australia, Canada, and France are among the countries that fall into the positive
growth group, while Japan, the United Kingdom, and Italy fall into the negative growth
group. An appendix table details the growth in corporate loans by banks from each
country during several periods.

Foreign bank commitment to the U.S. market appears much larger if we add the asset-
backed commercial paper sponsored by foreign banks to their direct lending to U.S. cor-
porations. This type of "lending" is capital economizing and is engaged in most by the
least capitalized U.S. banks. If we factor in the commercial paper sponsored by Japanese
banks, one group of banks for which we have the data, the results are indeed striking. Al-
though six of ten of these banks decreased their commercial and industrial loans, their
total commitment to the U.S. market can be said to have increased if we include the asset-
backed commercial paper that they sponsored (Chart 3). Data limitations, however, force
us to exclude this aspect of foreign bank "lending" in the analysis that follows.

Foreign banks also lend to U.S. corporations by booking loans outside the United
States. A previous study concluded that these loans formed a substantial part of the total
growth in lending by foreign banks (see Chart 4).11 More recently, however, such lend-
ing has not grown as quickly because the need to circumvent reserve requirements no
longer motivates banks to book loans through offshore centers. Again because of data
limitations, we will not include these loans in the analysis below.

9 The figures in Table 1 exclude the subsidiaries that were formed as a result of takeovers by a Spanish
acquirer. These banks were all part of the same holding company— First Fidelity— and their inclusion
tends to skew our results a great deal. When these subsidiaries are included, lending growth by positive
growth subsidiaries increases to a phenomenal 136 percent over the period. As a consequence, subsidiar-
ies appear to resemble branches and agencies rather than the domestic banks. But because so few subsid-
iaries show positive growth, we chose to highlight their similarity to domestic banks in this instance also.

10 It is commonly believed that foreign banks continued to lend as domestic banks cut back during the credit
slowdown in the United States.

1 * See Robert N. McCauley and Rama Seth, "Foreign Bank Credit to U.S. Corporations: The Implications of
Offshore Loans," Federal Reserve Bank of New York Quarterly Review, vol. 17, no. 1 (Spring 1992).
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III. Mean Attributes
Studies of domestic banks have shown a connection between particular attributes of
banks and banks' lending behavior. If applied to foreign bank lending in the United
States, the findings of these studies would suggest that, ceteris paribus, banks from
countries that increased credit would likely have better asset quality and a stronger cap-
ital base than banks from countries that retrenched credit in the United States. In addi-
tion, demand considerations would suggest that positive (U.S. credit) growth groups
would exhibit generally weaker output growth relative to the United States than would
negative growth groups. We would also expect these relatively buoyant growth condi-
tions to be reflected in interest rates, so that positive growth countries would generally
offer relatively lower lending rates.

We find that some of the attributes of positive and negative growth groups conform
to expectations (Table 2). The asset quality of the positive growth group of banks was
superior to that of the negative growth group. For branches and agencies and (to a lesser
extent) the subsidiaries of foreign banks, the ratio of problem loans to total corporate
loans was higher for banks from negative growth countries than for banks from positive
growth countries.

Contrary to expectations, however, the average capital ratio of the parents of branch-
es and agencies of banks from positive growth countries was lower than that of the par-
ents of branches and agencies from negative growth countries. A similar pattern was
observed for the subsidiaries: the average capital ratio of the subsidiaries of banks from
positive growth countries was lower than that of the subsidiaries of banks from negative
growth countries. In a later section, we note that even after controlling for other factors,
this pattern still holds for the subsidiaries. The similarity between branches and agen-

Chart 2: Commercial and Industrial Loans by Branches and Agencies of Foreign Banks

June 30, 1990 = 100
300

H-ll H-l H-ll H-l H-ll H-l H-ll H-l H-ll H-l H-ll H-l H-ll H-l
1985 1986 1987 1988 1989 1990 1991 1992

Source: Federal Financial Institutions Examination Council, Reports of Condition.
Notes: Banks are grouped by whether commercial and industrial loans from all the banks in
each country grew after the start of the recession. Tick marks signify the end of the period.
Percents indicate share of loans by all countries as of the end of September 1992.
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Chart 3: Lending to United States by Japanese Banks
Billions of dollars
80

Sources: Federal Financial Institutions Examination Council, Reports of Condition; Asset
Sales Report.
Note: Bar on the left shows C&l loans as of June 30, 1990. The bar on the right shows the
amount of loans as of September 30,1992, and asset-backed CP as of mid-1993.

Chart 4: Bank Lending to U.S. Corporations

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992
Sources: Bank for International Settlements; Federal Financial Institutions Examination
Council, Reports of Condition; Federal Reserve Form 2502; Federal Reserve Form 2951;
Federal Reserve Bulletin, Statistical Table 4.3; FRBNY staff estimates.
Note: Tick marks refer to the end of the year.
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Table 2: Attributes of Positive and Negative Growth Countries
Weighted Averages

Bad Loan
Proportion

Average
(Percent)

Average
Capital Ratio

(Percent)

Logarithmic
Growth in GDP

Difference in
Interest Rate

(Percent)

Branches and agencies

Positive growth

(Regression)

Australia

Canada

France

Germany

Hong Kong

Israel

Korea

Netherlands

Switzerland

Negative growth

(Regression)

Italy

Japan

Spain

United Kingdom

6.34

7.17

7.46

7.71

6.89

8.03

5.43

5.08

7.67

6.06

2.65

6.47

6.48

5.23

6.11

3.02

22.16

8.53

8.53

10.40

8.81

7.46

8.65

11.40

8.71

8.71

7.06

8.79

11.91

9.05

0.011

0.003

0.006

-0.020

0.015

0.056

0.316

0.041

0.018

0.042

0.043

0.016

0.047

0.035

-0.01

-1.46

-1.91

-8.25

-2.75

-0.25

-1.87

-1.75

2.08

1.26

1.29

-3.68

1.98

-5.94

-4.00

Subsidiaries

Positive growth

(Regression)

Spain

Negative growth

(Regression)

Canada

France

Hong Kong

Israel

Italy

Japan

Korea

Netherlands

Switzerland

United Kingdom

4.59

6.36

6.36

7.91

6.83
3.07

3.51

13.1

15.08

6.16

5.80

3.81

2.45

3.69

10.90

9.41

10.50

10.50

9.89

9.76
11.57

7.94

8.36

11.27

12.12

10.68

13.94

10.97

10.60

7.23

0.035

0.004

0.035

0.026

0.025

-0.020

0.015

0.032

0.016

0.047

0.041

0.018

-0.01

-5.94

-5.94

-5.94

-0.34

-0.34

-2.75

-0.25

-3.68

1.98

-1.75

2.08

-4.00
Sources: Federal Financial Institutions Examination Council, Reports of Condition and Income; International Banking and
Credit Analysis; Bank for International Settlements; International Monetary Fund.

Notes: All averages are weighted by the amount of commercial and industrial loans outstanding for each bank as of June
30,1990. The aggregate figures for difference in interest rates and growth in GDP are weighted by the amount of C&l loans
for each country. The bad loan proportion for all banks includes loans not accruing or more than ninety days past due. The
proportion for subsidiaries also includes net charge-offs. The capital ratio for branches and agencies is that of the parent
bank, while the capital ratio for subsidiaries is that of the actual subsidiary. The bad loan proportions shown are as of the
end of 1991, while the capital ratios and difference in interest rates (U.S. capital ratios and differences in interest rates [U.S.
prime rate - foreign country lending rate]) are shown for the end of 1990. The logarithmic growth in GDP is over 1990. A
country is identified as positive growth or negative growth on the basis of its banks' growth in lending from June 30,1990, to
September 30,1992. All banks from a particular country are assigned to the same category, irrespective of the growth in
loans from a particular bank.
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cies on the one hand and subsidiaries on the other is surprising since subsidiaries are
thought to resemble domestic banks and capital strength has been shown to be an im-
portant determinant of loan growth in the case of U.S.-owned banks.

Demand factors in the home country appear to be important in determining U.S.
lending by branches and agencies but not that by subsidiaries. The group of branches
and agencies exhibiting negative credit growth had a relatively higher home country
output growth than did the positive growth group. This finding suggests that higher out-
put growth in the home country led to some reallocation of the portfolio away from the
United States and probably toward the home country. Conversely, the negative growth
group of subsidiaries had relatively lower home country growth, suggesting that home
country demand was not a strong influence on lending by the subsidiaries.

The relative differences between interest rates in negative and positive growth coun-
tries also seem puzzling. Banks from countries that had lending rates higher than those
in the United States lent more in the United States regardless of the institutional form of
the banks. This result does not hold, however, when other determinants of U.S. lending
are controlled for in a later section.

Comparing Foreign and Domestic Banks
Comparing the mean attributes of the different types of banks, we find little evidence
that supply-side factors are significant determinants of foreign bank lending in the Unit-
ed States. In particular, if we compare U.S. banks with the group of foreign banks from
countries that continued to extend credit, we observe that the difference in growth is not
supported by the differences in asset quality (Table 3). In most cases even the signs are
wrong. That is, the group of banks that grew rapidly had the poorer portfolio. Indeed,
the most striking negative result is that branches and agencies of foreign banks in-
creased their lending significantly more than the smaller domestic banks although the
asset quality of their parents was significantly worse than that of these domestic banks.
Moreover, while the asset quality of parent banks did not differ significantly from that
of the larger domestic banks, the growth in their branches and agencies was significantly
higher. Only in one comparison—large U.S. banks and subsidiaries of foreign banks—
was the sign in the expected direction: that is, subsidiaries that grew faster than the large
domestic banks also had the better asset quality. Nevertheless, neither the loan growth
difference nor the asset quality difference was significant.

Slicing the same groups of banks according to their capital strength leads to similar
conclusions. Where the differences in loan growth were significant, differences in asset
quality were not and vice versa. Indeed, very often the signs were contrary to expecta-
tions. That is, even after capital strength was held constant, the more rapidly growing
foreign banks often had the worst asset quality. In particular, branches and agencies of
those positive growth banks that were more weakly capitalized grew significantly faster
than the more weakly capitalized U.S. banks—both small and large (Table 4). These
parent banks, however, had a weaker balance sheet than either group of domestic banks.
Similarly, the branches and agencies of the better capitalized parents grew more than ei-
ther the small or large domestic banks although their asset quality was worse. Note,
however, that in three of the four comparisons just made, the loan growth differed sig-
nificantly for the two groups but the asset quality did not, and in the remaining compar-
ison neither difference was statistically significant. These comparisons suggest that the
perverse result that we observed earlier is less strong once we control for capital
strength.
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Comparing Foreign Banks
Conclusions similar to those above emerge when we compare foreign banks grouped ac-
cording to both institutional type and capital strength. In general a close relationship
between loan growth, asset quality, and capital strength is not borne out (Table 5). In
particular, we find a significant difference in growth between the more weakly capital-
ized branches and agencies that showed positive growth and those that showed negative
growth, but no significant difference in asset quality between these two groups. A per-
verse result that emerges is that the negative growth branches and agencies with a weak-
er capital base contracted less than those with the stronger capital base. By contrast, the
behavior of well-capitalized branches and agencies is consistent with expectations—
banks with the better asset quality also had significantly stronger loan growth.

The descriptive analysis of the influence of capital strength and of asset quality can
control for other factors only in a very limited way. To overcome this limitation, we will

Table 3: Comparison of Mean Attributes of Banks
Difference in Weighted Means of the Two Groups: Domestic Banks minus Foreign Banks
(Foreign Banks from Countries with an Expanding C&l Portfolio)

Logarithmic Growth of Commercial and Industrial Loans from 1990 to 1992

Foreign Banks from Countries with
an Expanding C&l Portfolio

Subsidiaries

Branches and agencies

Domestic Banks

Small Banks

-28.50
(-1.16)

-63.05
(-4.54) ***

Large Banks

-23.06
(-0.93)

-57.51
(-4.03) ***

Bad Loan Proportion as of the End of 1991 (Percent of Loans Past Due 90+ Days or Not Accruing)

Foreign Banks from Countries with
an Expanding C&l Portfolio

Subsidiaries

Branches and agencies

Domestic Banks

Small Banks

-0.88
(-0.47)

-3.87
(-2.57) ***

Large Banks

1.12
(0.56)

-1.77
(-1.14)

Source: Federal Financial Institutions Examination Council, Reports of Condition.

Notes: Comparison is based on bank-specific (as opposed to country-specific) data. A bank is
categorized according to aggregate commercial and industrial loan growth by all banks from its
home countries. Numbers in parentheses are t-statistics. The cutoff for big banks is $1 billion
in assets as of the end of 1991. Variances are assumed to be not equal. The means are
weighted by the amount of commercial and industrial loans outstanding at the start of the
recession. A constant sample of banks is used in computing the data for this table.

* Means are significantly different at the 10 percent level.
** Means are significantly different at the 5 percent level.

*** Means are significantly different at the 1 percent level.
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Table 4: Comparison of Mean Attributes of Banks
Difference in Weighted Means of the Two Groups: Domestic Banks minus Foreign Banks
(Foreign Banks from Countries with an Expanding C&l Portfolio)

Logarithmic Growth of Commercial and Industrial Loans from 1990 to 1992

Foreign Banks
from Countries

with an
Expanding

C&l Portfolio

Domestic Banks

Small Banks

Low Capital
Ratio

High Capital
Ratio

Large Banks

Low Capital
Ratio

High Capital
Ratio

Subsidiaries

Low capita! ratio

High capital ratio

-73.68
(-1.51)

4.67
(0.43)

-53.53
(-1.10)

13.41
(1.19)

Branches and agencies

Low capital ratio

High capital ratio

-90.40
(3.29) ***

-65.37
(-1.90)*

-70.16
(-2.57) **

-56.62
(-1.64)

Bad Loan Proportion as of the End of 1991 (Percent of Loans Past Due 90+ Days or Not Accruing)

Foreign Banks
from Countries

with an
Expanding

C&l Portfolio

Domestic Banks

Small Banks

Low Capital
Ratio

High Capital
Ratio

Large Banks

Low Capital
Ratio

High Capital
Ratio

Subsidiaries

Low capital ratio

High capital ratio

2.79
(4.55) ***

-2.44
(-0.63)

2.77
(3.10)***

-1.52
(-0.39)

Branches and agencies

Low capital ratio

High capital ratio

-3.47
(-1.05)

-2.35
(-0.98)

-3.48
(-1.04)

-1.43
(-0.59)

Sources: Federal Financial Institutions Examination Council, Reports of Condition; Interna-
tional Banking and Credit Analysis.

Notes: Comparison is based on bank-specific (as opposed to country-specific) data. A bank is
categorized according to aggregate commercial and industrial loan growth by all banks from its
home countries. Numbers in parentheses are t-statistics. The cutoff for big banks is $1 billion
in assets, and the cutoff for the high capital ratio is 9 percent. The cutoffs are for the end of
1990 for capital ratios, and for the end of 1991 for assets. Variances are assumed to be not
equal. All subsidiaries and domestic banks are included in the table, but only branches and
agencies from countries whose parent banks disclose capital ratios are included. The means
are weighted by the amount of commercial and industrial loans outstanding at the start of the
recession. A constant sample of banks is used in computing the data for this table.

* Means are significantly different at the 10 percent level.
** Means are significantly different at the 5 percent level.

*** Means are significantly different at the 1 percent level.
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Table 5: Comparison of Mean Attributes of Country Groupings of Banks
Difference in Weighted Means of the Two Groups (Column minus Row)

Logarithmic Growth of Commercial and Industrial Loans from 1990 to 1992

Branches and Agencies
Positive Growth

Low Capital Ratio High Capital Ratio
Negative Growth

Low Capital Ratio High Capital Ratio

Branches and agencies
Low capital ratio

Negative growth

Positive growth

High capital ratio

Positive growth

Negative growth

80.31
(2.05) **

-41.59
(-0.61)

41.59
(0.61)

176.26
(2.92) **

-80.31
(-2.05) **

54.38
(2.24) *

-54.38
(-2.24) *

-176.26
(-2.92) **

Subsidiaries, negative growth

Low capital ratio

High capital ratio

11.04
(0.86)

-37.06
(-1.47)

Bad Loan Proportion as of the End of 1991 (Percent of Loans Past Due 90+ Days or Not Accruing)

Branches and Agencies
Positive Growth

Low Capital Ratio High Capital Ratio
Negative Growth

Low Capital Ratio High Capital Ratio
Branches and agencies
Low capital ratio

Negative growth

Positive growth

High capital ratio

Positive growth

Negative growth

-0.63
(0.10)

2.91
(0.94)

-2.91
(-0.94)

-7.03
(-0.91)*

0.63
(-0.10)

-3.49
(-0.36)

3.49
(0.36)

7.03
(0.91)*

Subsidiaries, negative growth

Low capital ratio

High capital ratio

-1.32
(-0.14)

4.45
(0.55)

Sources: Federal Financial Institutions Examination Council, Reports of Condition; International Banking and Credit Analysis.
Notes: Comparison is based on bank-specific (as opposed to country-specific) data. A bank is categorized according to
aggregate commercial and industrial loan growth by all banks from its home country. The means are weighted by the
amount of commercial and industrial loans outstanding at the start of the recession. Numbers in parentheses are t-statis-
tics. The cutoff for the high capital ratio category is 9 percent as of the end of 1990. Variances are assumed to be not
equal. All subsidiaries are included in this table, but only branches and agencies from countries that disclose parent bank
capital ratios are included.

* Means are significantly different at the 10 percent level.
" Means are significantly different at the 5 percent level.

" * Means are significantly different at the 1 percent level.
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introduce an equation that controls for many factors simultaneously, but first we offer a
simple capital adequacy model.

IV. Capital Adequacy
This section offers a direct test of the hypothesis that capital strength determined the rate
of expansion of foreign banks. Recent literature on the credit crunch has argued that
capital adequacy contributed importantly to the downsizing of balance sheets by domes-
tic banks in recent years.12 The onset of the BIS era has drawn attention to the risk-ad-
justed capital ratios at banks. In an effort to establish uniform capital standards across
banks from different countries, the Basle capital regulations have stipulated that banks
attain a risk-adjusted capital ratio of at least 8 percent. To achieve these standards,
banks with low ratios can either raise capital or, in the face of difficult stock market con-
ditions, reduce growth.

The simple reduced-form model that we test takes the following form:

where

C = log change in C&I loans,
k = risk - adjusted capital ratio,

and the subscripts

/ = bank /

t = time t.

A few points should be noted. First, both the capital ratio and loan growth are bank-
specific variables. Second, we run two sets of regressions, the first using the actual cap-
ital ratio, labeled CAPRATIO, and the second using a dummy variable, CAPDUM, that
is equal to one if the risk-adjusted capital-asset ratio is greater than or equal to nine.13

Third, the growth in commercial and industrial loans is computed over the recession—
1990-11 through 1991-1—and the end-1990 capital ratio is used. The regressions thus
represent a pure cross-section analysis. Finally, we run a set of regressions for both
branches and agencies and subsidiaries using country dummies to control for country-
specific factors.

Results of these regressions, reported in Table R-l, confirm the view that capital ad-
equacy was not a significant determinant of foreign bank loan growth. The capital ratio
is significant and of the right sign in only one regression for the branches and agencies
that uses the actual capital ratio and does not control for country-specific factors. This
regression, however, has very low explanatory power. Once country dummies are in-

12 See, for example, Richard F. Syron, "Arc We Experiencing a Credit Crunch?" Federal Reserve Bank of
Boston, New England Economic Review, July/August, pp. 3-10; Joe Peek and Eric Rosengrcn, "The Capi-
tal Crunch in New England," Federal Reserve Bank of Boston, New England Economic Review, May/June
1992, pp. 21-31; Ronald Johnson, 'The Bank Credit 'Crumble'"; and Ben S. Bcrnankc and Cara S. Lown,
"The Credit Crunch," Brookings Papers on Economic Activity, 2:1991, pp. 205-47.

13 We chose nine as the cut-off rather than the BIS-stipulated ratio of eight since almost all banks would oth-
erwise have been in the "high capital ratio" group. We felt that this categorization would not have repre-
sented the vulnerability of the capital ratio of many banks to market conditions.
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troduced in the regression, the explanatory power of the regression improves consider-
ably, but the importance of capital strength disappears. These findings suggest that
capital strength served as a relatively weak proxy for country-specific factors. In the
next section, we explore which country-specific factors mattered most.

V. Country-Specific Factors
This section examines a reduced-form model of foreign bank lending. In addition to the
effect of capital strength on credit extended by foreign banks, we examine the effect of
asset quality by controlling for several factors. These factors include foreign direct non-
bank investment in the United States, the price-earnings ratio, market capitalization of
the home-country14 stock market, growth in real GDP in the United States as well as in
the home country, the difference in lending rates between the United States and the
home country, bank loans to all U.S. nonbanks booked in the home country, and last pe-
riod's growth in commercial and industrial loans of the bank in question. As in the pre-
vious section, we run the regressions separately for the two institutional types—
branches and agencies, and subsidiaries. In addition, we extract the positive growth
group to identify the determinants of lending of the group of foreign banks that differed
in their credit behavior from U.S.-owned banks.

In addition to capital strength as defined in the last section, we examine the role
played by credit quality. Poor asset quality has largely resulted from a combination of
bank exposure to real estate loans and rapidly declining real estate values. In our regres-

14 Home country refers to the country of domicile of the parent of the foreign bank.

Table R-1: Regression over Commercial and Industrial Loan Growth

INTERCEPT

CAPRATIO

CAPDUM

F

R-Square

Adj. R-Square

Branches and Agencies

Without Country
Dummies

-0.03
(-1.0)

0.04
(0.6)

0.3

0.00

-0.00

•0.75 ***
(3.3)

0.08 ***
(3.2)

10.4***

0.04

0.04

With Country
Dummies

0.02
(0.3)

6.0 ***

0.31

0.26

0.03
(1-2)

6.1 ***

0.32

0.26

Subsidiaries

Without Country
Dummies

-0.04
(-1.6)

•0.00

(0.1)

0.0

0.0

-0.0

C.01
(5)

-0.00 *
(-1.8)

3.4*

0.02

0.02

With Country
Dummies

-0.04
(-1.0)

3.4 ***

0.50

0.36

-0.01 **
(-2.5)

3.7 ***

0.53

0.38

INTERCEPT Intercept
CAPRATIO Actual Capital Ratio
CAPDUM Dummy variable=1 if capital ratio is greater than or equal to 9, else variable=0

Notes: Capital ratio is for the end of 1990. Commercial and industrial loan growth is from
June 30, 1990, to March 31, 1991.
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sions, we use the percentage of loans not accruing or past due ninety days or more,
BADPROP, to proxy for the extent of bad loans in each bank's portfolio. We expect a
negative sign for the coefficient of BADPROP because the more numerous the bad
loans, the poorer the asset quality and the slower we expect loans to grow.

The literature on foreign bank activity in the United States has frequently tied the
growth of foreign banks to the servicing of home country clients.15 This servicing of
home clientele would suggest a positive sign on the coefficient of foreign direct invest-
ment capital flows, FDIFLOW, to the United States from the home country of the for-
eign bank.

It has been argued elsewhere that the willingness of foreign investors to accept lower
returns than do U.S. investors has probably been the most important determinant of for-
eign bank growth in the United States.16 To examine the effect of differences in cost of
equity on the growth of foreign banks, we include the price-earnings ratio of the stock
market, PERATIO, in the home country of the foreign bank. The lower the price-earn-
ings ratio, the lower the cost of equity, and the greater we can expect the foreign bank
expansion to be. Thus we expect the sign on this coefficient to be negative.

Wealth effects may also affect foreign bank activity. For home country investors,
more wealth should create greater demand for all instruments, assuming the investor's
portfolio is appropriately diversified, and should lead to greater direct foreign invest-
ment, including investment in foreign banking. It has been pointed out that "greater
fund availability" by foreign banks could account for their growing presence.l7 It is pos-
sible that wealth effects underlie this argument. These wealth effects would suggest a
positive coefficient on market capitalization or MARKCAP.

A demand factor that has been included in studies on domestic banks is the growth
in real gross domestic product (GDP). Stronger domestic growth, termed USGDP in our
regressions, has been found to increase the demand for credit from domestic banks. By
the same token, the growth in real GDP of the home country of the foreign bank could
be an important demand factor in determining credit in that country. It follows that all
things being equal, the slower the growth in real GDP in the foreign bank's home coun-
try, FORGDP in our regressions, the more rapid the bank's expansion of credit abroad,
in particular credit to the United States.18

Differences in lending rates between the home country of the foreign bank and the
United States, adjusted for expected movements in the exchange rate, are also likely to
affect foreign bank growth in the United States. Differing GDP growth rates for the two

15 At least as early as 1979, a study by the General Accounting Office suggested that among the reasons for
the influx of foreign banks into the United States was the "following by foreign banks of foreign business
to the United States." See Comptroller General of the United States, General Accounting Office (1979, p.
3). Also see Clifford A. Ball and Adrian E. Tschoegl, "The Decision to Establish a Foreign Bank Branch or
Subsidiary: An Application of Binary Classification Procedures," Journal of Financial and Quantitative
Analysis, vol. 17, no. 3 (September 1982), pp. 411-24; Lawrence G. Goldberg and Anthony Saunders, "The
Determinants of Foreign Banking Activity in the United States," Journal of Banking and Finance, vol. 5
(1981), pp. 17-32; Charles W. Hultman and Randolph McGcc, "Factors Affecting the Foreign Banking
Presence in the United States." Journal of Banking and Finance, vol. 13, no. 3 (July 1989), pp. 383-96.

16 McCaulcy and Scth, "Foreign Bank Credit to U.S. Corporations." See also Steven A. Zimmcr and Robert
N. McCaulcy, "Bank Cost of Capital and International Competition," Federal Reserve Bank of New York
Quarterly Review, vol. 15 (Winter 1991), pp. 35-59.

17 Gary C. Zimmerman, "The Growing Presence of Japanese Banks in California," Federal Reserve Bank of
San Francisco Economic Review, Summer 1989, pp. 3-17.

18 We are assuming that, at least over the period of analysis, foreign banks face an inelastic supply of capital.
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countries constitute one factor explaining the interest rate differentials but not the only
factor. We therefore include in the regressions differences in lending rates, DIFFINT,
adjusted for exchange rate changes, EXCHANGE. It should be noted that we do not
restrict the coefficient to be identical for the rate differential and exchange rate changes.

Foreign banks lend to U.S. corporations both by booking loans onshore and by book-
ing them offshore.19 In examining the factors determining growth in loans booked by
foreign banks onshore, we would have to control for the loans they booked offshore.
The two types of loans could conceivably be substitutes or complements. If the loans
are substitutes, foreign banks would book fewer onshore loans if their offshore book was
increasing rapidly. This situation would arise if, say, it was more cost effective to bor-
row abroad and lend offshore. If the loans are complements, these banks would be in-
creasing their onshore book at the same time that their offshore book was increasing.
Since bank-specific data are not available for offshore loans, we include in our regres-
sions all bank flows to nonbanks in the United States from the home country of the bank
in question—BISFLOW. Finally, to capture a possible adjustment factor, we include the
past period's growth in commercial and industrial loans by the foreign bank—OLD-
CIGRO. This variable incorporates the idea that foreign banks are seeking a "target"
market share. The faster the growth in previous periods, the slower the current growth
has to be to adjust to this desired share level.

Incorporating the above variables in Equation 1, we test the following reduced-form
equation:

Q, =/(*,„ qiP Wj, COEj, FDljp GDPt
US, GDP{ (it

US -ij), el OUP Cit_,)t

+ - + + + - + - ?

where

C = log change in C&I loans
k = risk - adjusted capital ratio (or a dummy)
q = percent of total loans 90 days past due and not accruing (and also

charged off, in the case of subsidiaries)
VV= total stock market capitalization
p = price - earnings ratio of the stock market

FDI = foreign direct investment capital flows into the United States
GDP = log change in real GDP

i = bank lending rate
e = exchange rate (foreign currency per U.S. dollar)

OL = cross-border bankflows to U.S. banks

and

and

the
! =
j =

t =

the
j =

subscripts
: bank i

home country j of bank i

time t

superscript

home country of bank i.

19 McCauley and Seth, "Foreign Bank Credit and U.S. Corporations."
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VI. Results
The results of the regressions using this model are reported in Table R-2. Although only
about 10 percent of the variance is explained, some interesting results emerge. Factors
determining foreign bank lending differ across institutional types. Although supply-
side factors are generally not very important, capital strength does appear to have been
important in determining lending by the positive growth branches and agencies. By
contrast, we get a negative but insignificant sign on the capital coefficient for subsidiar-
ies—a surprising finding given the similarity of subsidiaries to domestic banks. Report-
ed asset quality does not emerge as significant in either case.

U.S. demand was important in determining lending by foreign banks but in an unex-
pected way. The coefficient on U.S. GDP was negative though significant only in the
case of branches and agencies. The negative sign suggests that in recessionary circum-
stances, foreign banks actually increased their lending to U.S. corporations. Earlier
studies have shown that domestic banks tightened lending in response to the weak state
of the U.S. economy. The market niche exposed by this credit slowdown appears to
have been filled by foreign bank credit, probably in a bid by foreign banks to increase
their market share in the United States. This inference is supported by surveys that have
polled treasurers of large U.S. corporations.20 The responses indicate that U.S. corpo-
rations did indeed shift some of their credit demand to foreign banks as these banks ag-
gressively priced their loans, probably in order to increase their market share.

The positive growth branches and agencies seem to have diverted some of their loans1

booking to the United States from overseas branches, including those in offshore centers.
This diversion of loans to the United States was to be expected once reserve requirements,
considered a primary determinant of the rapid growth in offshore loans, were reduced to
zero. In addition, higher U.S. lending rates relative to home country rates adjusted for
exchange rate expectations also provided an impetus to lending by this group.

Market share considerations may also have prompted lending by the small group of
subsidiaries that increased credit during the recent recession. The only variable that has
a significant coefficient is the "adjustment factor variable." The lower the previous pe-
riod's growth, the faster this group of subsidiaries grew. One interpretation is that if the
subsidiaries had been expanding slowly in one period, their market share could only be
made up in the next period by expanding more rapidly.

We offer some cautions about our findings in this paper. The first is obviously the
modest nature of these results, and the second is that the group of subsidiaries that in-
creased credit and for which the results are reported here is extremely small. Two addi-
tional cautions apply particularly to our results for the branches and agencies of foreign
banks, which form roughly two-thirds of all foreign banks in the United States. First,
the assets that we are looking at are only part of the global assets of the larger entity to
which the branch or agency belongs. Second, the asset quality may be reported accord-
ing to accounting standards that are not uniform across countries.

VII. Conclusions
Foreign banks as a group expanded lending to U.S. corporations even as domestic banks
were cutting back. Across foreign banks, however, differences in lending behavior are
evident. Most subsidiaries and two-thirds of the branches and agencies of foreign
banks, by value of commercial and industrial loans (just under one-half by number of

2 0 These surveys are conducted annually by Greenwich Associates in Connecticut.

165Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1994



Causes and Consequences

Table R-2: Determinants of Foreign Banks' Commercial and Industrial Loan Growth
Banks from Positive Growth Countries

Variables

INTERCEP

USGDP

FORGDP

CAPDUM

DIFFINT

FDIFLOW

MARKCAP

PERATIO

EXCHANGE

BISFLOW

BADPROP

OLDCIGRO

F

R-Square

Adj. R-Square

Branches and Agencies

0.21
(2.5) ***

-1.74
(-1.7)*

-0.39
(-0.4)

0.08
(2.4) "

0.02
(2.3) **

-0.00
(-1.5)

-0.00
(-1.5)

0.00
(0.0)

-0.52
(-1.8)*

-0.00
(-2.5) ***

-0.00
(-1.3)

-0.05
(-1.4)

(6.8) ***

0.083

0.070

Subsidiaries

-0.27
(-0.2)

-0.13
(-0.1)

-0.53
(-0.1)

-0.01
(-0.2)

0.01
(0.3)

0.00
(0.3)

-0.00
(-0.2)

0.02
(0.2)

-0.06
(-0.2)

0.00
(0.3)

-0.01
(-1.1)

-0.28
(-3.4) ***

(1.7)*

0.119

0.049

Variable Label
INTERCEP Intercept
USGDP Log change in U.S. real GDP
FORGDP Log change in foreign country real GDP
CAPDUM Variable is 1 if capital ratio is greater than or equal to 9, else variable is 0. For the

branches and agencies regression, the capital ratio of the parent bank is used in all
cases. For the subsidiaries regression, the capital ratio of the subsidiary as of the end
of 1990 is used for all time periods.

DIFFINT U.S. prime rate - foreign lending rate
FDIFLOW FDI capital inflows to U.S.
MARKCAP Market capitalization for stock market of country
PERATIO P/E ratio for stock market of country
EXCHANGE Log change in exchange rate
BISFLOW Capital flows to U.S. nonfinancial firms from the country
BADPROP Percentage of loans not accruing or past due 90 days or more
OLDCIGRO Lagged 1-quarter value of C&l loan growth

Notes: The branches and agencies regression begins in 1989 or 1990 (depending on the bank), while the sub-
sidiaries regression begins at the end of 1987. In all cases, the regressions end in the fourth quarter of 1991.

* Significant at the 10 percent level.
** Significant at the 5 percent level.

*** Significant at the 1 percent level.
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banks), actually decreased lending in tandem with U.S.-owned banks. Nevertheless, the
growth in loans from the group of foreign banks that increased credit outweighed the
contraction in loans from the group of banks that reduced credit. Moreover, if we in-
clude in our consideration the banks' sponsorship of asset-backed commercial paper
programs, even those foreign banks that cut back credit may have increased their total
commitments to U.S. corporations.

The evidence indicates that the supply-side factors found to be important in deter-
mining domestic bank corporate loan contraction have not been equally important de-
terminants of foreign bank lending. In particular, capital strength has affected the group
of branches and agencies that increased credit but not subsidiaries that did the same. Re-
ported asset quality did not appear significant in explaining lending by either group.

In the case of branches and agencies, banks that increased credit were motivated by
the desire to increase their U.S. market share and by the existence of better lending rates
in the United States than in their home country (adjusted for exchange rate expecta-
tions). Finally, some of the increased credit probably reflected foreign banks' moves to
book loans onshore that they had previously booked offshore as reserve requirements in
the United States were reduced to zero.

Market share considerations probably also explain the lending behavior of the small
group of subsidiaries that increased credit. The slower the credit growth in one period,
the faster the growth in the next. One might infer from this pattern that these foreign
banks desired to increase market share. A credit slowdown in one period may thus have
been followed in the next by aggressive credit increases designed to give subsidiaries a
higher share.

Because we consider only a partial set of assets for branches and agencies of foreign
banks and because accounting standards vary across countries, we cannot conclude that
supply-side factors were unimportant to foreign banks. Nevertheless, the differing re-
sponse of the foreign banks was undoubtedly useful: U.S. borrowers may have been able
to obtain credit that would not have been available had the banking system been more
homogeneous.

167Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1994



Causes and Consequences

Appendix

Appendix Table: Growth of Commercial and Industrial Loans by Foreign Banks
Categorized by Country (Percent)

Peru

U.A.E.

Denmark

Bahrain

Chile

Argentina

Cayman Islands

New Zealand

Yugoslavia

India

Spain

Panama

U.K.

Brazil

Ireland

Puerto Rico

Kuwait

Greece

Italy

Belgium

Venezuela

Malaysia

Jordan

Japan

Guam

Singapore

Philippines

Indonesia

Branches and Agencies

Growth from
1990-11

to
1992-111

-93.24

-82.12

-79.85

-73.34

-66.17

-60.77

-51.95

-49.12

-45.93

-44.38

-44.17

-42.14

-37.61

-37.22

-32.39

-27.31

-25.94

-25.31

-24.43

-15.61

-15.23

-13.95

-9.53

-2.31

0.67

2.17

7.03

8.23

Share
of B&A
Loans

1992-111

0.00

0.00

0.04

0.02

0.00

0.0

0.01

0.02

0.10

0.12

0.38

0.00

1.03

0.11

0.03

0.12

0.02

0.01

3.95

0.05

0.01

0.17

0.00

55.24

0.00

0.04

0.01

0.15

Subsidiaries

Growth from
1990-11

to
1992-111

-27.69

-30.95

-24.62

35.71

194.37

-13.93

-22.60

-28.65

-38.63

-17.11

-37.51

-0.52

-26.64

-20.31

Share of
Subsidiary

Loans
1992-111

0.0

0.1

0.1

0.1

10.1

17.0

1.9

2.4

0.3

0.7

0.5

39.3

0.2

0.7

Source: Federal Financial Institutions Examination Council, Reports of Condition.

Notes: Only countries that were included in the analyses are shown. Excluded countries
did not have a branch, agency, or subsidiary with a positive amount of loans on June 30,
1990, or September 30, 1992. Iran and Saudi Arabia were also excluded since they had
very small amounts of loans in 1990. An empty cell means that the foreign country did not
maintain that kind of foreign bank during the 1990-92 period. Boldface type denotes posi-
tive growth.
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Appendix Table: Growth of Commercial and Industrial Loans by Foreign Banks (Continued)
Categorized by Country (Percent)

Austria

Germany

Thailand

Israel

Korea

Pakistan

China

Australia

Portugal

Taiwan

Egypt

Mexico

Finland

Norway

Canada

Hong Kong

France

Netherlands

Switzerland

Sweden

El Salvador

Other Western Europe

Multiple countries

Bermuda

Columbia

Ecuador

Other Caribbean

Netherlands Antilles

Dominican Republic

Branches and Agencies

Growth from
1990-11

to
1992-111

15.45

16.13

25.96

29.58

54.59

76.35

80.61

90.94

94.08

99.16

104.55

110.14

115.75

127.31

128.91

156.61

206.22

220.49

279.91

435.19

Share
ofB&A
Loans

1992-111

0.06

1.67

0.07

1.11

1.41

0.01

0.16

0.60

0.25

0.62

0.00

0.09

0.69

0.44

9.46

1.01

7.94

5.47

6.80

0.35

Subsidiaries

Growth from
1990-11

to
1992-111

-30.62

-17.00

-51.07

-40.43

-43.43

-16.08

-37.65

-31.52

-57.47

-12.32

-62.32

-53.12

-45.56

-39.08

-34.91

-29.30

57.73

68.61

156.73

Share of
Subsidiary

Loans
1992-111

2.6

0.3

0.0

0.1

0.2

5.7

6.4

0.7

0.6

0.0

0.0

1.1

3.7

0.0

0.1

0.2

0.1

4.6

0.0

Source: Federal Financial Institutions Examination Council, Reports of Condition.

Notes: Only countries that were included in the analyses are shown. Excluded countries
did not have a branch, agency, or subsidiary with a positive amount of loans on June 30,
1990, or September 30, 1992. Iran and Saudi Arabia were also excluded since they had
very small amounts of loans in 1990. An empty cell means that the foreign country did not
maintain that kind of foreign bank during the 1990-92 period. Boldface type denotes posi-
tive growth.
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