
Joint News Release Comptroller of the Currency
Federal Deposit Insurance Corporation
Federal Reserve Board

For immediate release November 24, 1980

COUNTRY EXPOSURE LENDING SURVEY

International claims of United States banks with sizable foreign

banking operations were approximately 20 percent higher at June 30, 1980

than a year earlier, and were up 8 percent in the first six months of 1980.

This was reported today by the Office of the Comptroller of the Currency,

the Federal Deposit Insurance Corporation, and the Federal Reserve Board.

The report was based on a semi-annual survey covering foreign offices of

143 U.S. banking organizations.

Cross-border and ncn-local currency claims amounted to $266 bil-

lion in June 1980, up from $221 billion at June 1979. The increase was

primarily in short-ternf credits; claims with a maturity in excess of one

year rose by only $2.5 billion. In addition, the survey indicated that

local currency lending to local borrowers by foreign offices of U.S. banks

increased $3.5 billion in the first six months of 1980 to a total of $70.5

billion.

The largest share of the increase in cross-border and ncn-local

currency lending was the result of higher claims on borrowers located in

developed countries. Cross-border and non-local currency lending to less

developed countries that are not members of OPEC amounted to $66 billion,

an increase of about $4 billion in the first six months of 1980. Claims

on this group of countries were 22 percent higher than at June 30, 1979.

Types of Loans

The survey concentrated on data involving lending from a bank's

office in one country to residents of another ccuntry as well as in a cur-

rency other than that of the borrowers. These are known as cross-border
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and cross-currency loans.

Cross-border and cross-currency loans are those most closely asso-

ciated with country risk. As shewn in Table I, such claims totaled $266

billion in June 1980. Claims on residents of"Switzerland and the Group of

Ten (G-10) developed countries and "offshore bankinq centers"—' represent

57 percent of this total. Claims on residents of developing countries that

are not members of CPEC amount to 25 percent of the total, approximately

the same percentage as for 1979.

In addition, the banks reported $70.5 billion in local currency

claiirs that were held by their foreign offices on residents of the country

in which the office was located. An example would be Deutsche mark claims

on Genran residents held by the German branch of the reporting U.S. bank.

Most of these local currency claims were funded by local currency liabili-

ties due to local residents, which amounted to $57 billion.

Maturities

Nearly three-quarters of the reported cross-border and cross-country

claims had a maturity of 1 year or less. Only $19.6 billion in claims had a

maturity in excess of 5 years. Short-term claims are especially prominent

in the G-10 countries and the offshore banking centers, where a large volume

of interbank lending takes place. Such placements of deposits are usually

for very short periods.

For rrcst other groups of countries, short-term claims accounted for

approximately half of the total claims, although the proportion varied among

1/ Countries where multinational banks cenduct a large international money
market business.
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countries.

Type of Borrower

Business with other banks accounted for the largest amount, equalling

$147 billion. Most of the claims en banks were on those located in the G-10

countries and the offshore banking centers. Private nonbank sector lending

totaled $75 billion, and loans to the public sector amounted to $44 billion.

This last category includes foreign central banks, and carmercial nonbank

enterprises owned by government. The distribution by type of borrower varied

significantly from country to country.

Guarantees

Table II provides information on the cross-border and cross-country

claims that are guaranteed by residents of another country. Claims are real-

located frcm the country of residence of the borrower to another country in

two major ways. First, claims en a bank branch located in one country, where

the head office is located in another country, are allocated to the country

of the head office. Since a branch is legally a part of the parent, claims

on a branch are treated as being guaranteed by the head office. Second,

claims on a borrower in one country, which are formally guaranteed by a resi-

dent of another country, are allocated to the latter country. These

reallocations are thought to provide a better approximation of country exposure

in the banks' portfolios than the unadjusted figures.

The results of the reallocaticns appear in the last column of Table

II. Most of the shifts are accounted for by the transfer of claims on branches

(and, where guaranteed, subsidiaries) of banks to their head offices ($55

billion out of $68 billion). In general, the reallocations primarily affected
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the offshore banking centers and seme of the developed countries. For example,

claims on the offshore banking centers decreased from $38 billion to $11 bil-

lion and claims en the United Kingdom decreased frcm $43 billion to $24

billion. For most less developed countries, a relatively small portion of

claims is externally guaranteed. The total shown for claims on foreigners

by country of guarantor is about $241 billion or $25 billion less than the

total for claims by country of borrower. This results fran U.S. residents

guaranteeing claims on foreign residents and foreigners guaranteeing claims

on U.S. residents.

Ccrcmitments to Provide Funds for Foreigners

The survey also provided information en contingent claims on for-

eigners. The banks were asked to report only those contingent claims -where

the bank had a legal obligaticn to provide funds. As shown in Table III,

the amounts reported total $75 billion, 74 percent of the total being in the

private sector, including banks. Table III also adjusts these commtments

for guarantees in the same manner as Table II does for claims.
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