
International 
Banking Activity 
in the Southeast: 

Rapid Growth 
and Change 
Booming international trade and 
financial deregulation have fueled 
a surge in international banking 
activity in the Southeast. Most of 
the region's activity is with Latin 
American and Caribbean countries. 

International banking offices in the Southeast 
increased dramatically in the 1970s, rising from 
33 in 1970 and 56 in 1975 to 125 in 1980.* 
Amazingly, growth still appears to be gathering 
steam. By mid-year 1982, the number had in-
creased to nearly 300. Three-fourths of these 
offices are in Florida—primarily in M i a m i — a n d 
another 15 percent are in Atlanta. 

Lending and deposit-taking activities of these 
southeastern offices are growing substantially 
faster than for the nation. Since 1976, loans and 
other claims on foreigners have increased at 
about a 40 percent average annual compound 

•For the purposes of this article, the Southeast" refers to the Sixth Federal 
Reserve District—Alabama, Florida, Georgia, and parts of Mississippi, 
Louisiana and Tennessee. 

rate, or 10 percent faster than the national 
growth. Foreign deposits in the region expanded 
at a similarly higher margin than the nation in this 
per iod— the Southeast's foreign liabilities grew 
at a 30 percent compound rate versus 20 percent 
for the nation. Altogether, southeastern claims 
on foreigners have increased sevenfold and liabi-
lities fivefold in the 1976-1982 period. This new 
business is benefiting people across the region. 

What are the Dimensions of Growth and 
Importance of International Banking? 

International banking institutions facilitate in-
ternational economic transactions the same way 
hometown banks help local business. Both finance 
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trade and investment by creating money and 
credit and by channeling resources from savers 
to borrowers. International banking and finance, 
however, is often more complex than the do-
mestic version. Complications arise partly because 
of possible problems with foreign currencies and 
partly because physical and legal barriers limit 
the free f low of goods, services and payments 
across national boundaries. Useful credit infor-
mation on business firms in foreign countries is 
also relatively scarce. 

"Lending and deposit-taking 
activities of these southeastern 
off ices are growing substan-
ially faster than for the nation." 

Despite these complications, the nation's inter-
national banking activity has grown enormously 
in recent years. In part, this trend reflects the 
growth of international commerce. But it is also a 
result of U.S. and foreign banks' establishing 
more offices outside their home countries. As 
the world's economies become more entwined, 
these banks are motivated to serve existing 
customers better, to attract new customers, and 
to diversify their sources of earnings and funds. 

Let's look at international trade. U.S. and world 
trade have grown more rapidly than production 
in the past decade. During the 1970s, U.S. 
merchandise exports virtually doubled as a per-
centage of GNP, to 8.5 percent in 1980. This 
means that exports have been growing much 
faster than U.S. output as a whole. As a result, 
trade financing also has been growing relatively 
fast. 

Some idea of the size of U.S. banks' involve-
ment in financing international trade is revealed 
by the f low of funds through the international 
payments system. International payments flows 
exceeded $100 trillion in 1979. By the end of this 
year, these flows may approach $200 trillion at 
an annual rate, with 60 to 70 mill ion transactions 
a year.1 

International lending by commercial banks in 
the western industrialized countries has also 

'Un i ted States Banker, June, 1982, p. 40. 

expanded dramatically in recent years. One 
estimate shows a more than fivefold increase, to 
$940 billion, in net loans outstanding in the 
1973-81 period.2 Large U.S. banks are active 
lenders; at year-end 1981, these banks held 
$320 billion in loans to foreigners.3 

U.S. banks' important role in financing expanded 
world trade and investment also shows up in 
increased bank income. Interest receipts of U.S. 
banks on loans, deposits, and other claims on 
foreigners was one of the fastest-growing com-
ponents of the 1970s' surge in U.S. services 
receipts in the nation's balance of payments. 
These bank earnings grew at a 40 percent average 
annual compound rate in the 1970s, raising bank 
interest from 4 percent of service exports in 
1970 to 22 percent in 1980. 

The fast growth of bank interest has helped 
offset the emergence in the 1970s of persistent 
U.S. deficits in merchandise trade. Despite the 
sharp rise for U.S. merchandise exports in the 
1970s, imports spurted even more, as other 
nations became more competit ive with U.S. 
producers of cars, steel, textiles and other goods. 
The growing surplus on U.S. service transactions 
typically offset the negative merchandise balance. 
By 1980, the surplus on these transactions (bank 
interest surplus was $14 billion) exceeded by 
$11 billion the $25 billion deficit on merchandise 
trade. 

How Important is International Banking 
in the Southeast? 

Nowhere is U. S. trade growth more visible 
today than at southeastern seaports. International 
trade through the region's ports grew much 
faster in the 1970s than in the rest of the nation.4 

The growing importance of this trade has contri-
buted to, and benefited from, the increase in 
international banking in the Southeast. Banks in 
New Orleans and Mobi le boast the longest 
tradition in international banking, dating to before 
World War II, because of the historical importance 
of foreign trade through the ports. More recently, 
Miami and Atlanta have emerged as the largest 
and fastest-growing centers of southeastern inter-
national banking. 

2 Bank for International Settlements, "International Banking Developments," 
(mimeo), May, 1982. 

3Federal Financial Institutions Examination Council, "Country Exposure 
Lending Survey" E.16(126),June, 1982. 

"See William J. Kahley, "Southeast's Ships Come In: Bright Outlook for 
Exports," this Review, May, 1982. 
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T a b l e 1 . N u m b e r of In ternat ional Bank ing Of f i ces in t he Six th Distr ict* 

AL FL _ L GA LA _MS I N District 

Active U.S. bank lenders 
(foreign-owned; 6/1/82) 

3 21 
(7) 

4 5 2 4 39 
(7) 

All foreign-owned U.S. 
commercial banks (4/1/82) — 26 2 1 - 1 30 

Foreign agencies (5/6/82) — 36 14 1 — — 51 

Representative offices 
(5/25/82) — 7 3 - - - 10 

Edge Act corporations 
(5/25/82) 2 45 8 1 - - 56 

District banks with foreign 
branches (5/20/82) 2 7 4 3 1 3 20 

IBFs (7/15/82) — 71 6 1 — — 78 

District 7 213 41 12 3 8 284 

*As of dates in parentheses. Data include pending and approved, but unopened, offices in Florida and Georgia 

The explosive growth of international banking 
activity in Miami has been spurred by the growth 
of international trade, particularly with Latin 
America and the Caribbean. More importantly, 
Miami banking offices attract a substantial volume 
of foreign nonbank deposits, mostly f rom Latin 
America. Miami's Latin atmosphere has attracted 
Latin businessmen and caused U. S. multinational 
corporations with commercial interests in Latin 
America to locate in the area. Miami's attractive 
deposit base and foreign business growth are 
attracting numerous banking organizations lured 
by the opportunities there. In Atlanta, inter-
national banking activity is growing in response 
to the international business demands of large 
corporate customers throughout the Southeast. 

The total dollar benefit of international banking 
to the Southeast is an elusive figure. It can be 
seen directly (on Brickell Avenue in Miami, for 
example) in employment and office occupancy, 
as well as in air travel, hotel use, and retailing. 
Indirectly, dollars f low through the economy as 
accountants, lawyers, and other vendors of goods 
and service are hired and paid. Or, the availability 
of international banking services may help attract 
businesses to an area. 

The growth of southeastern international banking 
act iv i ty—when measured by loans, deposits, or 
number of banking off ices—has proven remark-
able in recent years. An even clearer picture of 
the growing importance of such activity emerges 
when we examine the activities of particular 
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types of international banking institutions operat-
ing in the region. 

Who are the Players? 

International banking activity is conducted by 
a variety of domestic and foreign-controlled 
banking organizations—U.S. or foreign-owned 
commercial banks, U.S. branches of foreign banks, 
foreign bank agencies and representative offices, 
U.S. or foreign-controlled Edge Act corporations, 
and International Banking Facilities. In addition, 
U.S. banks have branches and subsidiary offices 
in foreign countries (see Box). This broad array of 
financial offices, numbering 284, spans the South-
east (see Table I ) .5 

Commercial Banks 
Several of the region's commercial banks have 

maintained active international departments for 
years. Their number has also grown steadily in 
recent years. Currently, about 40 commercial 
banks in the Southeast, a majority of them in 
Florida, report "active" international departments. 

Commercial banks chartered in the Southeast 
account for a little over 1 percent of large U. S.-
chartered banks' lending to foreigners.6 However, 
lending by the region's banks is accelerating 

5IBFs, while similar to offshore branches, are not separately-chartered 
institutions 

6According to the "Country Exposure Lending Survey," op- c i t . 
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TYPES OF 
INTERNATIONAL BANKING OFFICES 

C o m m e r c i a l B a n k s . The larger commerc ia l banks 
in the Sou theas t usual ly have bo th domest i c a n d 
international opera t ions The international depar tments 
make in ternat iona l loans and deal in let ters of credi t 
and col lect ions, o f ten t h r o u g h the i r co r responden t 
fo re ign banks. They may also deal in fo re ign e x c h a n g e 
and prov ide t rust and o the r serv ices to corpora te 
cus tomers a n d individuals. Depos i ts they take in U. S. 
off ices are subject to reserve requ i rements and Regu-
lat ion Q l imits t he interest rates that banks may pay 
(except for IBF d e p o s i t s — s e e below) on d e m a n d and 
t ime deposi ts. The m a x i m u m loan a bank may make to 
any one c u s t o m e r is sub jec t to regulatory l imits based 
on the bank's capital. U.S. char te red ( federal or state) 
banks may be who l ly or part ly o w n e d by fore igners. A 
subsid iary bank is incorpora ted separate ly f rom the 
fore ign bank wh ich o w n s it. 

F o r e i g n B a n k B r a n c h e s . This organ izat ion is an 
integral part of t he fore ign bank that es tab l ishes it. A 
full serv ice branch can per fo rm the full range of 
bank ing services; its lend ing limit is based on the 
parent bank's capital. Fore ign banks have es tab l i shed 
full serv ice b ranches in t he U. S. just as U. S. banks 
have established full-service branches in other countr ies 
L imi ted operat ions, or "shell," b ranches (l ike t h o s e 
located in t he Bahamas a n d the Cayman Islands) are 
used by U. S. a n d fo re ign banks to avoid home count ry 
regu la t ions and for tax purposes. These b ranches 
exist "on paper" only; loan a n d depos i t t ransac t ions 
are d e t e r m i n e d at t he parent bank and then legal ly 
recorded or "booked" at t he bank's o f fshore branch. 
State laws prohib i t fo re ign banks f rom estab l ish ing 
b ranches in all six sou theas te rn states. 

F o r e i g n B a n k A g e n c i e s . Agenc ies are author ized 
to make bus iness loans, f i nance in ternat ional trade, 
a n d conduc t money market and fore ign e x c h a n g e 
operat ions, but they may not per form trust funct ions. 
They also may not accept d e m a n d or t ime depos i ts 
but may hold credit balances for cus tomers Agencies' 
funds are ob ta ined mai ly by bor rowing f r o m fore ign 
aff i l iates or in t he U.S. money market . There is no 
regulatory limit on the s ize of a loan to a par t icu lar 
borrower. 

E d g e A c t C o r p o r a t i o n s . The Edge Act (1919) 
permits domest ic banks and the International Banking 
Act of 1 9 7 8 permi ts fo re ign banks to establ ish e i ther 
bank ing or inves tment Edge corporat ions. The domi-
nant form, the bank ing Edge, func t ions l ike a full 
serv ice b a n k — b u t only for in ternat ional business. 
Inves tment Edges do not e n g a g e in bank ing activi t ies; 
instead, they 'exist to hold a n d manage an equi ty 
por t fo l io of fo re ign investments. 

I n t e r n a t i o n a l B a n k i n g F a c i l i t i e s . IBFs may be 
es tab l ished by U.S. depos i to ry inst i tu t ions a n d U.S. 
of f ices of fo re ign banks to serve as record-keep ing 
ent i t ies at main land off ices. They are simi lar to t he 
o f fshore "shel l " b ranches that banks have main ta ined 
in such p laces as the Bahamas and Cayman Is lands to 
handle foreign bus iness IBFs are permit ted to conduct 
only internat ional banking business such as tak ing 
foreign deposi ts and mak ing fore ign loans. 

compared to banks elsewhere in the nation. In 
the period 1978-1981, southeastern banks' foreign 
lending tripled as a result of their 43 percent 
average annual compound growth. Meanwhile, 
foreign lending by other U.S. banks was increasing 
at only one-third that rate. The rapid gain by 
southeastern banks is attributable to more banks 
participating in foreign lending and to increased 
lending by other banks, particularly in the 
interbank market in Caribbean offshore banking 
centers. 

Thirty foreign-owned commercial banking or-
ganizations operate in the Southeast, about one-
fourth of them active international lenders. As of 
year-end 1981, these banks accounted for 35 
percent of the foreign-owned U.S. commercial 
banks and 5.5 percent of the $121.8 billion in 
foreign-owned commercial bank assets in the 
United States. By contrast, only one foreign-
owned bank operated in the Southeast in 1970. 

The recent rapid increase in foreign-owned 
U.S. banks in the region follows the movement of 
U.S. banks into foreign markets in earlier years. 
Generally, foreigners enter the U.S. banking 
market to expand or diversify their international 
activities. Acquisition of U.S. banks gives foreign 
banks a deposit base in the world's largest 
banking industry and commercial markets. On 
the asset side of the ledger, foreign banks extend 
loans primarily to commercial and industrial 
firms, particularly multinational corporations. In 
addition to foreign bank purchases of U. S. 
banks, wealthy individuals also purchase U. S. 
banks for investment purposes. 

Foreign Agencies and 
Representative Offices 

The Florida International Banking Act of 1977 
permitted foreign banks to establish agencies or 
representative offices in the Sunshine State. 
Georgia's legislature had passed a similar law a 
year earlier to permit foreign banks to locate 
offices in that state. Since passage of these bills, 
60 offices have opened in the two states, the 
bulk of them in Florida. The particularly fast 
growth in Florida reflects the emergence of 
Miami as a banking center for Latin America, 
while Atlanta's growth reflects its importance as 
regional financial center of the burgeoning South-
east. 

Nationally, the 194 foreign agencies at year-
end 1981 counted total assets of $65.4 billion. 
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"The recent rapid increase in 
foreign-owned U.S. banks in 

the region follows the 
movement of U.S. banks into 

foreign markets in earlier years." 

Foreign bank agencies in the Southeast account 
for a growing share of this total—currently, about 
5 percent. In both the region and nation, agencies, 
like banks, are involved primarily in financing 
international trade transactions. Like banks, they 
also finance medium-term loans between their 
home country borrowers and countries, particu-
larly when such activity is difficult in those other 
countries. 

The 10 representative offices in the Southeast 
account for a small fraction of the nation's 268 
total, most of which operate out of New York. 

Edge Act Corporations 
The recent growth of southeastern Edge cor-

porations has been dramatic. Atlanta's Citizens 
and Southern Bank established the region's first 
banking Edge corporation in Miami in 1969, and 
there were only 10 Edge corporations in the 
region as late as 1976. In the early and mid-
1970s, money-center and regional banks created 
Edges for trade-financing purposes in various 
port cities. Liberalization of Edge regulation after 
1976 paved the way for a near sixfold increase in 
the region's Edges, to 56 today. In terms of the 
number of banking Edges—if not asset s i z e -
Miami's concentration of offices now outranks 
New York. 

The changes in Edge regulation that spurred 
this concentration were the 1978 International 
Banking Act (IBA) and accompanying alterations 
in 1979 to the Federal Reserve System's Regu-
lation K.7 These regulatory changes permit do-
mestic and foreign banks to establish separately 
chartered subsidiaries, or "Super-Edges," with 
branches nationwide, that can provide full-service 

'See Donald Baer, "Behind Miami's Surge in International Banking," This 
Review, April, 1981, for a detailed discussion. 
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banking to international businesses and foreigners. 
The uses of Edges vary, however, depending 

on the parent company's purposes. In Miami, for 
example, Edges often serve as the regional center 
for a parent bank's Latin American and Caribbean 
business and as a safe haven to attract foreign 
flight capital deposits. In contrast, Atlanta Edges 
are oriented more toward trade financing, in-
cluding the financing of production of exported 
goods and services. In New York, Edges provide 
out-of-state banks with an international New 
York presence for clearings and to gather infor-
mation on financial developments. 

Foreign Branches 
Southeastern banks have opened nine foreign 

branches since mid-1979, as the number of 
banks in the region with foreign branches increased 
to 20. These branches, four in Nassau and 16 in 
the Cayman Islands, were established to permit 
the banks to operate in the "Eurodollar" market. 

Eurodollar (or, more generally, Eurocurrency) 
market activities consist of deposits and loans in 
currencies other than that of the country where 
the deposit or loan is located or "booked." For 
example, a dollar loan to a Latin American 
government or corporation from a U.S. or foreign 
bank's Nassau "shell" branch is a Eurodollar 
transaction. One very broad measure of " the" 
size of the Eurocurrency market estimates the 
end-1981 gross (that is, including interbank de-
posits) amount of Eurocurrency liabilities at $1,800 
billion, up from $210 billion at end-1972.8 Euro-
dollars account for about three-fourths of all 
Eurocurrencies. 

Several explanations have been offered for the 
extremely rapid growth of the Eurodollar market 
during the past decade. Those include U.S. 
balance of payments deficits; government taxes 
and regulations (reserve requirements, interest 
rate limitations); inflation; the expansion of world 
trade and the use of the dollar in oil and other 
transactions. 

International Banking Facilities 
U.S. banks, increasingly dissatisfied with the 

regulations that caused them to establish offshore 
shell branches, first proposed the creation of 
International Banking Facilities (IBFs) to the Federal 
Reserve Board in 1978. As of December 3,1981, 

8Morgan Guaranty Trust Company, Wor ld Financial Markets, July, 1982 
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the Board agreed to permit U.S. depository 
institutions, Edge corporations, and U.S. offices 
of foreign banks to establish mainland offices 
similar to the offshore shell branches. Those 
regulatory changes exempt deposits accepted at 
an IBF from foreign residents and corporations 
from reserve requirements and interest rate 
ceilings imposed on domestic deposits. That 
exemption extends to foreign subsidiaries of 
U.S. firms. 

To prevent the leakage of nonreservable funds 
into domestic credit and the erosion of monetary 
policy's effectiveness, the Board prohibited eli-
gible borrowers from using IBF loans for U.S. 
activities. Also, IBFs are not allowed to issue 
negotiable CDs. Two other conditions imposed 
by the Board are that the minimum size non-
bank transaction be $100,000 and that foreign 
nonbank depositors give two days' notice for 
withdrawal. These conditions enable small fi-
nancial institutions to operate I BFs while preserving 
the wholesale nature of IBF transactions. 

Several state legislatures, including Florida and 
Georgia, have exempted IBF transactions from 
state and local taxes. This exemption erases any 
tax disadvantage I BFs may have suffered compared 
to tax-free transactions permitted in offshore 
banking centers in the Caribbean and elsewhere. 
IBF deposits also are not subject to the FDIC 
insurance assessment However, IBFs don't enjoy 
the secrecy law advantages of the Caribbean 
offshore banking centers, nor is a minimum IBF 
deposit insured as a $ 100,000 domestic deposit. 

Assets for the weekly reporting IBFs with at 
least $50 million in assets or liabilities grew from 
about $65 billion at the end of 1981 to $102 
billion in March 1982, and $126 billion in June, 
after the first six months of operation. In the 
Southeast, total IBF assets in March, 1981, were 
$1.8 billion; of that total, about 95 percent, or 
$1.7 billion, was accounted for by IBFs with 
assets or liabilities greater than $50 million. 
Altogether, 78 IBFs were approved by mid-July 
1982, and the region's IBFs in the over $50 
million category accounted for two percent of all 
assets in that category nationwide.9 

It is clear that IBFs have grown rapidly in both 
the region and across the country since their 
inception last December; they have already 
captured perhaps 10 percent of the Eurodollar 

9As of June 2, 1982, there were 188 weekly reporters in the nation; 15 of 
them were in this District. Data from Federal Reserve Statistical Release 
H.14(518). 

market. Initially, U.S.-owned banks established 
IBF accounts largely with assets and liabilities 
shifted from their offshore branches; by contrast, 
branches and agencies of foreign banks in the 
U.S. relied heavily on assets and liabilities already 
on the books of their U.S. offices.10 Wi th few 
exceptions, experiences in the Southeast have 
mirrored that across the nation. 

Who are the Major Customers? 

Two prominent trends emerge from the lending 
and deposit data for southeastern banking entities. 
First, over three-fourths of total lending and four-
fifths of foreign deposits (by institutions which 
report their international banking activities regu-
larly to the U.S. Treasury) in the Southeast are 
wi th the countries of Latin America and the 
Caribbean (Table 2). These March 1982 concen-
trations are roughly the same as in 1970 and 
1976.11 Second, commercial banks dominate 
lending and deposit-taking, with market shares 
of 53 percent and 42 percent, respectively (Table 
3). 

Commercial banks dominate lending to all 
borrowing groups except the "all other" category 
comprised of foreign nonfinancial corporations 
and individuals. Edge corporations dominate 
that category (Table 4). Bank lending is directed 
primarily (and equally) toward affiliated and 
unaffiliated banks; 88 percent of all bank loans 
go to other banks (Table 5). By contrast, half of 
Edge corporations' loans are to nonbank foreigners. 
The overall dominance of banks in deposit-
taking and lending and the composition of lending 
in the region reflect important supply-demand 
forces. 

It is understandable that commercial banks 
have dominant overall shares in foreign loans 
and deposits. For years, state and national regu-
lations l imited nonlocal banking organizations 
from competing with local banks for international 

' "Survey of Current Business, March, 1982, p. 44. As of June, 1982, about 
55 percent of IBF assets were owned by U.S. agencies and branches of 
foreign banks (from H.14,518), suggesting that IBFs are quite attractive to 
foreigners 

" S e e John E Leimone, "The Spread of International BAnking: A Regional 
View," this Review, August, 1971; also Donald Baer and David Garlow, 
"International Banking in the Sixth District" this Review, September, 1977. 
It should also be pointed out that these data do not include all transactions 
with foreigners, nor do they include all internationally-oriented transactions 
Assets and liabilities of foreign branches of U.S. banks are excluded as are 
assets and liabilities associated with bank international transactions with 
domestic residents Finally, banks with average liabilities due to foreigners, 
or average claims on foreigners of less than $10 million for less than six 
months, do not report these items. 
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T a b l e 2 . Geograph ica l Dist r ibut ion of Distr ict 
In ternat ional Bank ing 
(Percent of Total, March, 1982)* 

Customer Location 
Latin America 

Reporting Entity Europe & Caribbean Other Total 

Claims 

Banks 10.0 74.2 15.8 100 
Edges 19.4 77.8 2.8 100 
Agencies 6.5 88.4 5.1 100 
IBFs 11.4 87.1 1.5 100 
All 12.6 77.6 9.8 100 

Liabilities 

Banks 5.7 89.5 4.8 100 
Edges 4.8 94.0 1.2 100 
Agencies 13.8 57.4 28.8 100 
IBFs 9.1 80.8 10.1 100 
All 7.3 84.7 8.0 100 

•Data from U.S. Treasury. The number of reporters, march, 1982: Banks-
16, Edges-19, Agencies-12, and IBFs-16. 

business. Elimination of these barriers might be 
expected to lead to erosion, but not collapse, of 
commercial banks' entrenched position in the 
short t ime market penetration has been allowed. 
Indeed, because commercial banks have de-
veloped close business relationships with their 
corporate customers over the years, and because 
they can offer full banking services (including 
domestic services) to these customers, banks 
seem likely to remain dominant for some time. 
Meanwhile, the newcomers may have enlarged 
the market by attracting new international busi-
ness through their out-of-region affiliates. If so, 
commercial bank activity may be growing with 
increased competit ion even as its share of the 
market declines. 

The heavy concentration of commercial bank 
lending to unaffiliated foreign banks represents 
trade-financing through lines of credit established 
with foreign correspondent banks. Affiliated bank 
lending largely represents funds placed into the 
interbank Euromarket in the Caribbean offshore 
banking centers. On the demand side, the close 
trade connection between this region and Latin 
America accounts for the networks of southeastern 
and foreign correspondent banks through which 
much trade-financing flows. By contrast, the 
ample supply of funds deposited by foreigners 

T a b l e 3 . Geograph ic Marke t Share of Act iv i ty 
w i th Fore igners (Percent of Total, 
March, 1982)* 

Customer Location 
Latin America 

Reporting Entity Europe & Caribbean Other Total 

Claims 
Banks 42.2 50.9 86.4 53.3 
Edges 44.1 28.8 8.3 28.7 
Agencies 3.6 7.9 3.6 6.9 
IBFs 10.1 12.4 1.7 11.1 
All 100.0 100.0 100.0 100.0 

Liabilities 

Banks 33.5 44.8 25.3 42.4 
Edges 13.2 22.5 3.0 20.2 
Agencies 19.9 .1 3 7.7 10.5 
IBFs 33.4 25.6 34.0 26.9 
All 100.0 100.0 100.0 100.0 

* Data from U.S. Treasury. The number of reporters, March, 1982: Banks-16, 
Edges-19, Agencies-12, and IBFs-16. 

explains the high share of affiliated bank lending. 
Four-fifths of all the Southeast's foreign liabilities 
fall into the "all other foreigners" category (Table 
5), compared to 11 percent for the nation. These 
deposits exceed the amount needed for lending 
operations and are placed into the Euromarket 
through offshore branches; over two-fifths of the 
region's banks total claims, in fact, are on their 
offshore branches.12 

The pattern of lending to nonfinancial corpo-
rations and individual foreigners also seems 
logical. Small foreign and domestic businesses 
and individuals, particularly in Latin America, 
have turned to southeastern bankers for funds to 
finance production or trade. Consequently, this 
lending represents a hodgepodge of letters of 
credit, bankers acceptances, and loans to small-
to-medium size firms in Latin America and the 
United States. Edge banks are often members of 
worldwide banking networks created by money 

'J l f we exclude transactions with "own foreign offices'' from all of the data the 
business distributions and market shares by customer groupand geographic 
area change somewhat. Principally, claims on Latin America and the 
Caribbean fall to 67.4 percent of the total, with most of the reduction due to a 
drop in banks' claims on Latin America to 54 percent from 74 percent. As a 
consequence, this share of Edges' claims on Latin America slightly exceeds 
the banks' share (38.1 percent compared to 36.1 percent) and market 
shares of banks and Edges converge, to 45.1 percent and 35.7 percent, 
respectively. 
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T a b l e 4 . Enti t ies' M a r k e t Shares by Cus tomer G r o u p 
(Percent of Total, March, 1982)* 

Reporting Entity 

Banks 
Edges 
Agencies 
IBFs 

52.3 
21.3 

7.0 
19.4 

100.0 

Customer Group 
Foreign Unaffiliated Own All 
Public Foreign Foreign Other 

Borrowers Banks Offices Foreigners 

Claims 

6 2 . 2 
23.9 

5.6 
83 

100.0 

69.4 
14.8 
4.5 

11.3 
100.0 

13.5 
60.4 
12.8 
13.3 

100.0 

Total 

53.3 
28.7 

6.9 
11.1 

100.0 

Banks 
Edges 
Agencies 
IBFs 
All 

69.0 
30.0 

LQ 
1 0 0 . 0 

Liabilities 

38.2 
32.6 

6 . 0 
23.2 

100.0 

14.8 
9.1 

44.7 
31.4 

100.0 

46.5 
20.7 

5.7 
27.1 

100.0 

42.4 
20.2 
10.5 
26.9 

1 0 0 . 0 

*Data from U.S. Treasury. The number of reporters, March, 1982: Banks-16, Edges-19, Agencies-12, and IBFs-16. 

center banks. Thus, they bring considerable ex-
pertise to the market. Frequently, their parent 
corporations or sister affiliates also provide valu-
able business information or referrals that can 
give them a competit ive advantage over regional 
banks for foreign business. Finally, there is some 
evidence the region's commercial banks prefer 
to lend to foreign banks rather than to nonfinancial 
borrowers.13 A correspondent relationship wi th a 
foreign bank and short-term trade financing of 
U.S. corporate customers is less risky and thus 
sometimes preferred to direct lending to foreign 
corporations or individuals. 

A cautious attitude toward making long-term 
loans may also explain the l imited amount of 
direct lending to public borrowers, which remains 
small despite the well-publicized large credits to 
troubled foreign governments and other public 
agencies or authorities. Few commercial banks in 
the region are active in originating, or even 
participating in, large-scale syndicated loans. These 
loans, normally booked offshore by the large 
money center banks, usually have maturities of 
five to seven years. 

" S e e Baer and Garlow, op. cit. However, it is emphasized that it is difficult to 
generalize about the motivations and activities of these different entities. 
That is, some banks, or Edges, may focus on direct lending to the foreign 
private sector while others specialize in correspondent banking or in 
sovereign risk (country) lending. 

20 

What is the Outlook for International 
Banking in the Southeast? 

The regulatory, tax, commercial, and geograph-
ical advantages of locating international banking 
activities in the Southeast have improved sub-
stantially over the past decade. Future growth 
prospects for international banking in the region 
appear good, but the short-term outlook is cloudy. 
And the longer-run outlook, while bright, shines 
differently depending upon which crystal ball is 
consulted. 

In the short run, economic weakness in the 
U.S. and abroad seems likely to continue limiting 
international banking activity, particularly with 
the countries of Latin America. In addition, bankers 
appear to be taking a more cautious look at 
lending to foreign countries. They are concerned 
about the high level of debt in several Latin 
American countries and may be more conservative 
in their near-future lending activity. 

Over the longer haul, world trade, foreign 
investment, and internationalization of capital 
markets will expand briskly if the current trends 
of deregulation of markets and increased reliance 
on competitive forces continue. The overall growth 
of international trade and banking in the South-
east appears likely to continue to outpace national 
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T a b l e 5 . Enti t ies' Bus iness Dis t r ibut ion by Cus tomer Group 
(Percent of Total, March, 1982)* 

Customer Group 
Foreign Unaffiliated Own All 

Reporting Entity 
Public Foreign Foreign Other 

Reporting Entity Borrowers Banks Offices Foreigners Total 

Claims 
Banks 6/3 44.3 43.8 5.6 100 
Edges 4.8 31.6 17.4 46.2 100 
Agencies 6.6 30.8 22.0 40.6 100 
IBFs 11.2 28.4 34.2 26.2 100 
All 6.4 37.9 33.7 22.0 100 

Liabilities 
Banks 2.9 6.1 4.4 86.6 100 
Edges 2.8 10.6 5.9 80.7 100 
Agencies — 3.9 53.0 43.1 100 
IBFs 0.1 5.9 14.5 79.5 100 
All 1.8 6.8 12.5 78.9 100 

*Data from U.S. Treasury. The number of reporters, March, 1982: Banks-16, Edges-19. Agencies-12, and IBFs-16. 

growth. In part, the region's expectations for 
more rapid trade growth reflect the projected 
continuation of southern migration of businesses 
and potential long-term growth prospects for 
Latin America. Service firms, such as banks, 
should continue to come into the region to take 
advantage of the new opportunities created by 
this growth. 

Other factors that should affect international 
banking in the Southeast positively are the Reagan 
administration's Caribbean Basin Initiative (CBI), 
the Export Trading Company (ETC) legislation, 
and initiatives by the Commerce Department to 
create a greater trade awareness among small- to 
medium-size firms. The CBI aims to spur eco-
nomic development in the Caribbean Basin by 
fostering trade and the growth of the private 
sectors in target economies of the Basin. Because 
of their well-established trade connections in the 
Basin, Florida banks stand to gain substantially. 

Legislation pending in the Congress to establish 
ETCs is intended to strengthen the U.S. export 
sector. It proposes that bank holding companies 
and possibly Edges, depending on the bill's final 
version, be permitted to hold an interest in 
trading companies. The banking organizations 
would help generate additional business oppor-
tunities for U.S. firms while offering them a wide 

variety of bank services. Export trading com-
panies might provide particularly valuable assis-
tance to small- and medium-size U.S. businesses 
engaged in producing goods and services that 
can be marketed abroad. Producers would benefit 
from lower unit costs of delivered goods because 
of economies of scale. 

Small- and medium-size firms are a key to 
continued U.S. export expansion. The Commerce 
Department estimates that roughly 20,000 of 
the 50,000 American firms "capable of" exporting, 
don't.14 In the 1974-79 period, the number of 
small manufacturing establishments in south-
eastern states grew by 7.2 percent, triple the 
growth rate for the nation.15 These rapidly multi-
plying firms provide healthy opportunities for 
ETC-connected banking organizations in the South-
east; an estimated one-fourth of the firms with 
sales in the $5-$9 million range require inter-
national banking services. Edge corporation sub-
sidiaries of money center banks might benefit, in 
particular, from the ETC legislation because of 
their membership in worldwide banking organi-
zations. 

' "Congress ional Quarterly, May 23, 1981 p 901 
1 S I 9 8 2 . ^ ' " S m 3 " B u s i n e s s : L i n c h p i n f o r , h e Southeast?" this Review, 
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There is ample evidence that international 
banking activity in the Southeast is in the midst of 
a growth spurt. Miami in particular is developing 
as an international banking center. Evidence 
points to continued strong growth of international 
banking activity in the region at least through this 
decade. A remaining question, and one of the 
most interesting concerning the future of inter-
national banking in the Southeast, is whether an 
international financial center will emerge even-
tually in the region. 

Measured by lines of newsprint, the most 
likely candidate as an international financial 
center appears to be Miami, already a major 
banking center in terms of its concentration of 
banking entities. Most observers believe the 
same factors that have caused Miami to emerge 
as a banking center will lead eventually to money 
center status. They believe Miami will develop 
some of the banking activities characteristic of 
financial centers: a local foreign exchange and 
short-term capital market, including the sale of 
deposits between banks and a strong bankers 
acceptance market, plus widespread originations 
of syndicated loans. Currently, these activities 
are only at the early stage of development in the 
city's banking community. 

An opposing view is that Atlanta eventually will 
emerge as the region's international financial 
center. In this view, "quali ty of life" factors favor 

. . . economic weakness in 
the U.S. and abroad seems 
likely to cont inue l imit ing 

international banking activity, 
particularly with the countries 

of Latin America. 

Atlanta over Miami, and will offset Miami's attrac-
tive deposit base lure. Atlanta's proponents say 
many of these deposits are placed outside Miami 
anyway, and there is no reason why they could 
not flow to Atlanta. 

Still another view, and the most likely outcome, is 
that Miami and Atlanta are simply not competi-
tors and that both will grow in importance as 
financial centers. Miami, because of its geo-
graphic location, will continue to grow as the 
Latin American financial center. Atlanta, because 
of its geographic advantage in the Southeast, 
similarly will continue its growth as the financial 
center of that region. 

Whatever the actual outcome, the remaining 
years of this decade promise to be pivotal ones 
for international banking in the Southeast. 

—William J. Kahley 
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