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Abstract

The global financial crisis has reignited the debate abwaitrisks of financial globalization, in
particular the international transmission of finansibcks. We use data on individual loans by the
largest international banks to their various countriegpefation to examine whether banks’ access to
borrower information affects the transmission of a fimgnghock across borders. The simultaneous
use of country fixed effects and bank fixed effectsvedl us to disentangle credit supply and demand
and to control for general bank characteristics. We firad tluring a crisis banks are more likely to
keep lending to countries in which they own a subsidiary, thagj@wgraphically close, and where

they have gained experience over time by building relationshtps(nepeat) borrowers.
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1. Introduction

In the wake of the 2007/2009 global crisis the virtues and wit@sancial globalization are
being re-evaluated. Financial linkages between countriggaiticular in the form of bank
lending, have been singled out as a key channel of inkemahfcrisis transmission (IMF,
2009). Indeed, after the collapse of Lehman Brothers ineBdgar 2008, syndicated cross-
border lending declined on average by 53 percent compared -twigiselevels (Dealogic
Loan Analytics). Figure 1 illustrates that the magnitutlehs ‘sudden stop’ in international

bank lending differed substantially across countries.

[INSERT FIGUREL HERH

A pertinent question that is high on the academic andyatienda is why cross-border bank
lending to some countries is relatively stable wheressmore volatile in other cases. The
recent crisis, which originated in the U.S. sub-primekeiabut spilled over to much of the
developed and developing world, provides for an ideal testingndrto answer this question.
In this paper we use detailed data on lending by a large nuofbiedividual banks to
corporate borrowers in a large number of countries toodstrate that banks’ access to
borrower information is a key determinant of lendindp#ity in times of crisis.

The use of micro data allows us to make a significantribution to the emerging literature
on the transmission of the recent crisis. A numbfepapers useaggregatedata from the
Bank for International Settlements (BIS) to study 2008/2009 contraction in international
bank lending. They find that international banks conteliub the spreading of the crisis and
that this impact was most severe in the case of basidomrsthat were vulnerable to USD
funding shocks (Cetorelli and Goldberg, 2010), that displayddwa average level of
profitability or highaverageexpected default frequency (McGuire and Tarashev, 2008), or
that had a pooaveragestock-market performance (Herrmann and Mihaljek, 2010). Takats
(2010) shows that supply factors — proxied by the volatilitthefS&P 500 financial index —
were a more important driver of the reduction in legdio emerging markets than local

demand.

While these papers provide useful insights into the factibat influence aggregate bank
lending, they do not tell us much about what type of bargdsmitted the crisis to what type

of countries. Our data has the advantage that it ngt comtains information about the



destination of loans but also about their bank-levelirrighis makes it particularly well-
suited to understand to what extent the stability ofssbmsder credit flows is affected by
characteristics of the lenders themselves. More spaltyf we analyse how differences in
banks’ access to borrower information influenced therggwa the sudden stop in lending to

particular destination countries.

Our empirical approach is based on the theoreticahtilee that deals with the impact of
information asymmetries between banks and borrowetsaoks’ willingness to lend. Banks
screen new borrowers and monitor existing ones to reddmanation asymmetries and the
agency problems associated with debt (Allen, 1990). Bankstyatnl screen and monitor

varies across borrowers: agency problems are more ymoed for opaque and small
companies. Banks need to exercise considerable effartlkect ‘soft’ information about

such borrowers, for instance by building up a lending relahip over time (Rajan, 1992;
Ongena, 1999). When screening and monitoring is difficudt,sbope for adverse selection
and moral hazard remains high and banks may resort t¢ cadning (Stiglitz and Weiss,

1981). Because opaque borrowers are particularly diffieulsdreen and monitor they

experience more credit rationing than transparent fiBasger and Udell, 2002).

Banks’ screening and monitoring intensity also varies tme. An adverse economic shock
increases the marginal benefits of screening and margtas the proportion of firms with a
high default probability increases (Ruckes, 200Byuring a recession or crisis the net worth
of firms drops, adverse selection and moral hazardaseteand banks need to step up their
screening and monitoring (Rajan, 1994; Berger and Udell, 20044d2s and Van Horen,
2010). However, banks face difficulties in offsetting irsed agency problems if borrowers
are opaque. In response to an adverse shock they tieeremrt to credit rationing of such

intransparent borrowers in particular (‘flight to gtyd]iBernanke et al., 1996).

In line with the above, we expect that during the reamisis cross-border lending was
reduced most to countries where banks were unable to tlmiincrease in uncertainty
through generating additional information about borrowansl had to resort to credit
rationing instead. Economic theory suggests a numberctdr&that influence whether a
bank is able to limit agency problems. In this paper we ogpia data on international bank
lending to put these theoretical priors to the test.

! Conversely, during boom periods default probabilities @rednd the advantages of screening and monitoring

— such as reduced shirking by firm management — mostlyibshafeholders rather than creditors.



First, we consider the geographical distance betweeahk and its borrowers (Petersen
and Rajan, 1994; 2002). Distant borrowers are more diffioidcreen and monitor and banks
therefore lend less to far-away clients (Jaffee Midigliani, 1971; Hauswald and Marquez,
2006). In line with geographical credit rationing, Portesalet(2001), Buch (2005), and
Giannetti and Yafeh (2008) document a negative relationskipvelen distance and
international asset holdings, including bank loans dalgin Carling and Lundberg (2005) do
not find such evidence). Similarly, and in line with aternational flight to quality, we

expect that distant firms were more rationed by int@nal banks during the crisis.

A mechanism for banks to overcome distance constrairss-border lending is to set up
a local subsidiary (Mian, 2006; Giannetti and Yafeh, 2008)présence on the ground

reduces information asymmetries as local loan offiGaes better placed to extract soft
information from borrowers. Developing closer tieshwclients may allow the bank to

continue to lend to borrowers during periods of high uncgstabecause screening and
monitoring can be stepped up quite easily. Local stafhergtound can also make it easier
for a bank to generate (and subsequently monitor) nessdyorder deals. Berger et al.
(2005) argue that (small) banks that use soft information suatain longer relationships

with clients because they can provide clients with bd¢tieding terms compared to banks
that lack access to such information. In a similar ves, hypothesize that a bank with a
subsidiary may find it easier to continue to lend ctamster to firms since the subsidiary
gives access to (soft) information that allows thekida refrain from adjusting lending terms
too much. Finally, because soft information is not easiBnsferable across banks,
international banks with a local subsidiary may hgkeater market power over firms than
banks without a subsidiary. Firms that are a clidra bank with a local presence may find it
more costly to switch to another bank during a crisid #re lending relationship may

therefore be more stable.

However, while a local subsidiary reduces the physicsthnce between the firm and the
loan officer, it also creates ‘functional distanaeithin the bank Banks may experience
difficulties in efficiently passing along (soft) infoation from the subsidiary to headquarters
(Aghion and Tirole, 1997; Stein, 2002). If the incentivessobsidiary managers are not
aligned with those of the parent bank, internal ageosys (Scharfstein and Stein, 2000) may
hamper cross-border lending as well. Such costs increitselistance if parent banks find it

2 Cerqueiro et al. (2009) provide an excellent overview efliierature on the relationship between distance,

banks’ organisational structure and the supply of bank lending.



more difficult to supervise management in far-away g8a@ajan et al., 2008)Whether the
presence of a subsidiary makes cross-border lending stelse or not therefore depends on
whether the positive effect of the shorter distaretevben loan officer and borrower is offset

by the negative effect of a longer within-bank functiatiatance.

Finally, another way for banks to overcome distaraestraints in cross-border lending is to
co-operate with domestic banks. Domestic banks can [gossesmparative advantage in
reducing information asymmetries vis-a-vis local firms §Wi2006; Carey and Nini, 2007;
Houston et al., 2007) as they share the same language lamé emd have a more intimate
knowledge of local legal, accounting, and other institutiand their impact on firms. By

(repeatedly) co-lending with domestic banks, foreign bamkg gradually increase their own

knowledge of local firms and reduce information asymmetrie

To empirically examine the influence of banks’ abilitygmcess borrower information on
the stability of their cross-border lending one needasilee bank-level data. Such an analysis
should ideally be based on loan flows from individual baikgdividual countries over a
prolonged period of time. Data should preferably contaidifento various countries from
individual banks (to exploit within-bank variation) aslwa&s lending flows from various
banks to individual countries (to control for creditdand at the country level). And finally,
such data should ideally contain the individual dealsuhderlie credit flows, so that micro
information on borrowers and on inter-bank co-operatiam be exploited. We use data on

cross-border syndicated bank lending that fulfil allh&fse requirements.

Loan syndications — groups of financial institutions thattjgiprovide a loan to a corporate
borrower — are one of the main channels of cross-batelar finance to both developed and
emerging market3.In 2007, international syndicated loans made up over 40 pevte

cross-border funding to U.S. borrowers and more than wdst of cross-border flows to

3 Alessandrini et al. (2009) show for Italy that a gredteactional distance between loan officers and bank
headquarters adversely affects the availability of ttedbcal firms.

* Local bank participation leads to larger, longer, and péresyndicated loans (Carey and Nini, 2007).
Borrowers may still value the presence of foreignksaif these are part of international bank networks that
provide firms with a deeper and more liquid loan basehdéunteducing borrowing costs (Houston et al., 2007).

®> We define emerging markets as all countries except ihighme OECD countries. Although Slovenia and

South-Korea were recently reclassified as high-incoboetries we still consider them as emerging markets.



emerging marketSWe concentrate on the largest banks in the cross-bsyddicated loan

market which together account for over 90 percent of thikehaWe use data on individual
cross-border deals to construct for each of thesesbankonthly snap-shot of their credit
flows to firms in individual countries. This allows us ¢compare post-crisis and pre-crisis

lending by each bank to each country.

We use regression techniques to explain this lending behatioough variables that

measure the ability of banks to screen and monitor ben®wn specific countries. We
control for changes in credit demand and other desimatountry variables by using
destination country fixed effects — in effect analyzing hafteent banks change their
lending to the same country differently (within-countgmparison). Moreover, we are able
to control for bank-specific characteristics by usingksfixed effects — in effect analysing
how a particular bank changes its lending to differemintries differently (within-bank

comparison). This combination of country and bank fixed effatbows us to narrowly focus

on information variables that are specific to partictank-country pairs and to empirically
isolate the impact of these variables on the stalfitpternational lending relationships.

We find that during a crisis banks are better able toddiedtively to countries in which they
have a subsidiary, that are geographically close, andrevthey have gained lending
experience over time through relationships with (repkatjowers. Older subsidiaries and
subsidiaries that are the result of a takeover ofraedtic bank have a more positive impact
on lending stability, arguably because they can betteergsn ‘soft’ information. This is
mainly important in emerging markets, where trustwortihgrd’ information may not be
readily available and a local presence is crucial. Chalyais shows that information
asymmetries between banks and their foreign customergnaimportant determinant of the
resilience of cross-border lending during a crisis. b atslicates that even in a ‘hard
information’ setting such as the market for syndicatechba@te loans, access to soft

information may be important.

Because international banks were more inclined to keep umdet@some countries than to
others, we document a substantial variety in the ggvefithe ‘sudden stop’ after the
collapse of Lehman Brothers (Figure 1). While a fulllgsia of the impact of the sudden

stop on destination countries is beyond the scope of dpierpFigure 2 illustrates that most

® Cross-border funding is defined as the sum of internatisyradiicated credit, international money market

instruments, and international bonds and notes (Bankflemiational Settlements, Tables 10, &hd 14).



countries were unable to offset the decline in cross-bokt@ling through increasing
domestic syndicated lending. The left-hand pane showghéet were only few countries —
India, China, Japan — where increased lending by (oftee-astated) banks more than
compensated for the severe drop in cross-border inflows. right-hand pane shows that
most countries experienced a decline in total syndicatetinig very similar to the decline in
cross-border syndicated lending (observations on thém&° Domestic lending was unable
to cushion much of the decline in credit from abroad. Onlfgva countries — such as
Germany, South Africa, and Taiwan — partially countembedd reduced inflows with
increased domestic lending. This imperfect substitutabitistween cross-border and
domestic syndicated loans implies that the resultd@@iment in this paper are likely to
have had severe consequences for the total lending sogh# destination countries.

[INSERT FIGURE2 HERH

This paper not only contributes to the emerging literatureéhe transmission of the recent
crisis but also to several other strands of theditee. First, we add to the literature on
banking sector globalization. A first branch of thisedature analyzes the impact of
multinational banking: the creation of banks with subsidiaries a&r@nhches in various
countries. Earlier evidence suggests that foreign bank eatr lead to greater efficiency of
the domestic banking sector in developing countries (S#gess et al., 2001), to more
accessible and cheaper credit (Crystal et al., 2000), dadtey GDP growth (Berger et al.,
2004). A number of papers also demonstrate that home-caltcks can force affiliates of
multinational banks to reduce lending abroad. Peek and Bese(1997, 2000) show how
the drop in Japanese stock prices in 1990 led Japanese backds in the U.S. to reduce
credit. De Haas and Van Lelyveld (2010) find that lendingniojtinational bank subsidiaries
depends on the financial strength of the parent bank. &l Martinez Peria (2010)
summarize the empirical evidence and conclude that mudtired banking has a positive
impact on bank efficiency without leading to increaseohking system instability. The

impact on lending to small firms or on the overalldirsupply is less clear-cut.

A second branch of the literature on the globalirattd banks deals witlnternational
banking: the cross-border provision of loans from a karkeadquarters to a foreign

companyOn aggregatesuch cross-border lending tends to be less stable dursmgmeriods



than lending through subsidiaries on the ground (Peek andnes, 2000 and Garcia
Herrero and Martinez Peria, 2007). We contribute to andexirboth of these branches of
the banking literature by analyzing cross-border lending dgk® with and without a
subsidiary in a particular destination country. The detailgture of our data also allows us to
distinguish between subsidiaries in terms of size, agele of establishment, and distance to
the parent bank. This yields new insights into the ¢@mw that make cross-border lending

more or less volatile during a crisis.

Our paper is also related to the literature on finarmatagion through international bank
lending. Van Rijckeghem and Weder (2001, 2003) find that intermatibanks that are
exposed to a financial shock — either in their home @r third country — reduce their bank
lending to other countries. Jeanneau and Micu (2002) show thss-loorder lending is
determined by macroeconomic factors, such as the busoyets and monetary policy
stance, in both the home and host country. Buch .e2all0) analyze the cross-border
transmission of shocks through international bank tendand find that interest rate
differentials and also energy prices determine the atmofuimternational bank lending. An
important methodological contribution of this paper ie tise of detailed information on
individual loans to create bank-specific data on chassler lending. This allows us to go
beyond assessing the impact of macroeconomic factoistemational bank lending and
instead test a number of hypotheses on mechanisms tilet bse to mitigate information

costs that hitherto have not been analyzed in amatienal context.

The paper is structured as follows. Section 2 explainslata and econometric methodology
after which Section 3 describes our empirical findingxti®n 4 concludes.

2. Data and econometric methodology

2.1. Data

Our main data source is the Dealogic Loan Analytics datb which provides
comprehensive market information on virtually all globatdicated loans issued since the
1980s. We use this database to download all syndicated tiogms/ate borrowers world-
wide during the period 2005-2009 and then break each syndicated leam icim the
portions provided by individual banks. Loan Analytics providegipeeinformation on loan
break down for about 25 per cent of all loans and we usenfioirmation to derive a rule of



thumb for breaking dowall loans in our full sampléThe information from Loan Analytics
shows that about 50 per cent of a typical loan igidiged to participants (junior banks)
whereas the other half is retained by the loan arrangenior banks). We therefore allocate
half of each loan to the arrangers and half to theqgyaatits and then further subdivide these
loan portions within the arranger and participant grouparoequal basis. We do this for the
full sample, i.e. for both loans with and without acta&rmation on loan allocation.

We then use these loan portions to reconstruct themeo and country distribution of
individual banks’ monthly lending over the sample period.fééeis on cross-border lending,
which we define as loans where the nationality of {perdnt) bank is different from the
nationality of the borrowet.We identify all banks that at the group level providedeast
0.01 per cent of global syndicated cross-border lending atgbdhnticipated in at least twenty
cross-border loans in 2086This leaves us with 118 banks from 36 countries, bothrexh
(75 banks) and emerging markets (43 banks). Together theke lbahto borrowers in 60
countries and accounted for over 90 per cent of all dsosser syndicated lending in 2006.
Table 1 and 2 in the Appendix list all banks and destinatiomntries in our sample,
respectively. Table 1 also shows each bank’s countirycofporation as well as its absolute
and relative position in the global market for croesder lending. Although most banks have
a pre-crisis market share of less than 1 per cent, #nera@ number of big players which each
make up more than 3 per cent of the market: RBS/ABN A@u® percent), Deutsche Bank
(5.4), BNP Paribas (5.1), Citigroup (4.9), Barclays (4.7)d€®uisse (3.6), Mitsubishi UFJ
(3.4), JPMorgan (3.2), and Commerzbank (%1).

For each of these banks we calculate monthly crossebdending volumes — overall and to
individual destination countries — for the pre-crisis periggh@ary 2005-July 2007) and the

" See De Haas and Van Horen (2010) for a comparison ofcsyed loans with full versus limited information
on loan distribution in Loan Analytics and for evidewecethe limited differences between both.

8 This means we also include syndicated lending by subisigliaf a foreign bank in the country of the borrower
(Citibank Poland participating in a syndicated loan to &sPdirm). However, the vast majority (94 per cent) of
our cross-border lending is truly cross-border (Citibamding from the U.S. directly to a Polish firm).

° We only include commercial banks, savings banks, cotipetzanks, and investment banks.

19 During our sample period RBS acquired part of ABN AmroniBaf America acquired Merrill Lynch; and
Wells Fargo acquired Wachovia. We consider these mergddstzs a single entity over our whole sample
period. We add the number of loans their respective pestéded during the pre-merger period and calculate

other bank-specific variables as weighted averages, taaigssets of the pre-merger entities as weights.



period after the Lehman collapse (October 2008-October 2008).then use the percentage
change between these post-Lehman and pre-crisis aveasagas bank-specific dependent
variables. Table 1 shows that banks on average reducedetiding to a destination country
by 52 per cent during the crisis (46 per cent to advanced e@su@nd 58 per cent to
emerging markets). The table also indicates that our efaliadudes 2,257 bank-country
pairs which are about evenly split between emerging rteded advanced countries. On
average an international bank lends to firms in 1®ughffit countries.

[INSERT TABLE 1 HERH

We create a number of variables that measure for awAvibank-country combinations the
ability of banks to mitigate the increase in informataosts during the crisis (‘Information
variables’ in Table 1). We start with using the great eidistance formula to calculate the
geographical distance between each bank’s headquarterstsandrious countries of

operation as the number of kilometers (in logs) betwbencapitals of both countries. The
average distance to a foreign borrower is 4,782 km bueé tiseconsiderable variation (the
standard deviation is 3,769 km).

In line with the theoretical priors set out in théraduction, we also create variables that
proxy for the extent to which a bank can overcome nitgtaelated agency problems through
using loan officers based in the destination countryf.itéée first link each of our banks to
Bureau van Dijk’'s BankScope database, which not only centaformation on balance
sheets and income statements, but also on ownershipustrfiooth of the banks themselves
and their minority and majority equity participationspr each bank we identify all majority-
owned foreign bank subsidiaries. On average the irtienad banks in our sample built up a
subsidiary network equal to almost 20 percent of the groupdeakimeet. We first create a
dummy variableSubsidiarythat is one in each country where a particular bank oavns
subsidiary. A typical bank owns a subsidiary in sewgaifin countries and this means that in
about 23 per cent of our bank-country pairs a subsidigmesent. Next, we measure the size
of each of these subsidiaries relative to both themabank and the host counti§ize

relative to parentmeasures subsidiary size by dividing its total assetsigin the balance

1 Underlying these cross-border lending volumes is detéilfieimation on 23,237 syndicated loans that are
subdivided into 108,530 loan portions as provided by our 118 banks.



sheet of the unconsolidated group. The average subsidakgs up about seven per cent of
the balance sheet of the parent babize relative to countryneasures subsidiary size by
dividing total assets through total bank lending to the prigaictor in the particular host
country. Subsidiaries of international banks havevenage market share of about 8 per cent

in a destination country.

Next, we use the database developed by Claessens, Van, recanlar, and Mercado
(2008) to calculate the age of each subsidiary (numbggark since its establishment by the
current owner). The average age is 11.7 years. Howeveabfut half of our sample we set
the age to 16 years as these subsidiaries were establis taken over before 1995, the
earliest period covered by Claessens et al. (2008). Imeguessions we therefore use three
age dummies that assign each subsidiary to the 0-5;1bed the 15+ age bracket. We also
make a distinction between greenfield subsidiaries — edtabl from scratch by the parent
bank — and M&A subsidiaries that are the result okadser. Information on the entry mode
is again taken from Claessens et al. (2008). Eighty perode¢he subsidiaries in our dataset
are former domestic banks whereas 20 per cent are gridenfi

In line with the literature on the impact of banks'gamizational structure on lending
behavior, we expect that subsidiary characteristicg im@act the stability of cross-border
lending. Not only do we expect that a presence on the groeddces information
asymmetries and makes lending more stable, we also hyjzethleat this effect is stronger
for larger subsidiaries, older subsidiaries, and M&#Asdiaries. Subsidiaries that are large
compared to the local market may be particularly watlesl to screen and monitor
borrowers. We thus expect a positive impact on lendialgil#y. Similarly, subsidiaries that
are large relative to the parent may continue to lenctaltiee fact that their size reflects the
strategic commitment of the parent to a certain cou@ry the other hand, however, large
subsidiaries may be more difficult to manage by dispament banks. Internal agency costs
may be high and increase during a crisis, leading todeasknlg stability.

We also expect that older subsidiaries know the Ibgainess sector better and are thus well
placed to limit the increase in uncertainty during thisi The same holds for M&A
subsidiaries, which may be better able to processrgoftation given that they are former
domestic banks. Claeys and Hainz (2007) develop a moddiiahwgreenfield foreign banks

12 Subsidiaries established before 1995 are assumed to be M#&kdiries as we have no information on their
actual mode of entry. This assumption is reasonableet@xttent that over time greenfields become more like

M&A subsidiaries as they hire more local staff andgnae better into the local economy.
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have no access to soft information. They only use lirantitative client information, which

they process through screening technologies introduced bypidwent banks. In contrast,
acquired foreign banks still have access to soft infaomatbout the old customers from the
pre-acquisition period (Van Tassel and Vishwasrao, 2007). {Mecethat these differences
also determine how effectively a subsidiary can hedppgarent bank by providing it with

additional (soft) information during a crisis.

Next, we count for each bank and each of its countriegperation the number of different
domestic banks (in logs) it has cooperated with in aihgndyndicate since 2000. A better
embedding in a network of local banks may allow a baritetmme less of an ‘outsider’ and
to free-ride on the ability of local banks to generafermation about local borrowers. On
average a bank has worked with 19 different domesticsgnk given country.

Finally, we create a variable that measures a banks pxperience in syndicated bank
lending to a specific country. Banks that build up a legdrack-record gradually reduce
information asymmetries over time and become masety integrated into a stable network
of co-lenders. We measuExperienceas the number of six-month periods since 2000 during
which a bank granted at least one loan to a borrowerdestnation country. This variable
thus measures whether a bank has been persistentlg actta country over a prolonged
period of time or whether it has been active foratsperiod of time only.

2.2. Econometric methodology

To examine whether increased information costs an#éshatbility to mitigate such costs
impact the cross-border transmission of a financiatkhwe use the bankruptcy of Lehman
Brothers as an exogenous event that triggered a suddem st@ss-border bank lending. By
comparing the average monthly lending volume after the behevollapse to average
monthly lending before the start of the crisis, we wantlirectly for all time-invariant
characteristics of recipient countries that influetiez level of cross-border lending (such as
the institutional environment and the level of economictigament). This allows us to focus
on testing for heterogeneous bank behaviour as a rediiffeences in the way banks deal
with information asymmetries vis-a-vis foreign borrowe@®ollapsing the monthly time
series information on lending into pre-crisis lending ages and post-Lehman lending
averages (again overall and to individual destination c@msjtalso prevents inconsistent

standard errors due to auto-correlation (Bertrand, Dafid, Mullainathan, 2004).
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We use country fixed effects to focus on differenaghin banksacrosscountries. A key
advantage of this approach is that it allows us to neattyrol for changes in credit demand
at the country level. In particular, we follow KhwajadaMian (2008) and Schnabl (2010)
who control for credit demand at the firm level by udingn fixed effects in regressions on a
dataset of firms that borrow from multiple banks.c®imur dataset contains information on
multiple banks lending to the same country we can usetoofixed effects to rigorously
control for credit demand at the host country levelCetorelli and Goldberg, 2010). This is
important because the crisis hit the real economyonfties to a different extent and with a
different lag. Firms’ demand for external funds to fioanwvorking capital and investments
will consequently have been affected to varying degrees. Odelmspecification is:

ALlj :ﬂ' Dlij +V D(i +¢j +,7ij (1)

where subscripts andj denote individual banks and destination countries, réspgc £
andy" are coefficient vectord;; is a matrix of information variables for individual bank-
destination country pairs is a matrix of bank-specific control variablesjs a vector of

country fixed effect coefficients, angdis the error termAL; captures the percentage change

in the average monthly cross-border lending volume by baokcountry j in the post-
Lehman compared to the pre-crisis period.

We include a number of variables that measure banks'’yatalibvercome agency problems:
Subsidiaryis a dummy variable that is 1 if bank i has a subsydin country j;Distance
measures the distance (in log km) between the homatrgoof bank i and destination
country j; Domestic lendersneasures the number of different domestic lendero@hthat
bank i has co-lent with in country j since 2000, &xperiencemeasures the number of six-
month periods since 2000 during which bank i participated iraat tane loan to a borrower
in country j. We include botBxperienceandExperience squaretb account for a decreasing
marginal impact of experience on credit stability. Hinake control for a bank’s syndicated
loan exposure to a specific country at the time ofdbkapse of Lehman Brothers (as a
percentage of total assets). On average this outstandouswee was 0.5 per cent of the
parent bank’s balance sheet (Table 1). We expect timkis baith higher pre-crisis cross-

border exposures to a particular country adjusted theimational lending more.
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In a first set of regressions we use bank-level césmtoolearn more about what type of banks
let their international bank lending reduce the mostbAnk-specific control variables we use
a number of pre-crisis (2006) variables (taken from BankSdbgé)control for the financial
strength of each bank (see Table 1). These Samigency(equity/total assets)..iquidity
(Liguid assets/deposits and other short-term funding), Rmaditability (return on assets).
Controlling for banks’ pre-crisis financial health is innfamt as banks with weak balance
sheets can be expected to reduce foreign exposures shgMuisuire and Tarashev, 2008;
De Haas and Van Lelyveld, 2010). We also include these vesias changes over 2006-
20009 to take into account that banks did not only diffeerims of initial conditions but also
in terms of how hard they were hit by the financiasisti

Finally, we include a dummy variabftate supporthat indicates whether a bank received
government support during the crisis. To create this dummydenvelop a database of all
financial support measures — capital injections, loan gteganand removals of toxic assets
— since the onset of the crisis. Thirty percent ofltéieks in our sample received some form
of official government support and this translates into 47cpat of the bank-country pairs
(cf. Table 1). State support can be seen as an indicatobank’s financial fragility during
the crisis and thus as a proxy for the bank’s need gveelge — including through reducing
cross-border lending. In addition, Kamil and Rai (2010) sughestpublic rescue programs
may also havecausedbanks to ‘accelerate the curtailment of cross-botmeik flows'.
Anecdotal evidence indeed suggests that rescue packages chragings attached as banks
were asked to refocus on domestic lending. For instaviven the UK government decided
to guarantee a substantial part of Royal Bank of Scoflasdets, the bank “promised to lend
GBP 50 billion more in the next two years, expandingldsiestidoan book by a fifth (The
Economist, February 382009, p. 37, Italics added). Likewise, French banks that ezteiv
state support had to increase domestic lending by 3-4 pemanangtlly, while Dutch bank
ING announced that it would lend USD 32 billion to Dutchrbaers in return for
government assistance (World Bank, 2009, p. 70).

We also estimate regressions in which we substitutéah&-specific control variables for

bank fixed effects. Since banks are active in multiplentaes, we can use bank fixed effects
in addition to the country-fixed effects which allows thee most rigorous testing of the

bank-country pair information variables. These regresdious take the following form:
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AL, =40, +&+¢ +n, 2)

wheree is a vector of bank fixed effects. We estimate all models using OLS with robust

standard errors clustered by bank.

3. Empirical results

3.1. Univariate statistics

Figure 3 gives a first impression of how our main infoiaratvariables are related to the
severity of the sudden stop after the demise of Lehmath&m Each bar measures for a
particular group of bank—destination country pairs the ameerdecline in cross-border
syndicated lending. The first two bars compare bank—cpydirs where the bank has a
subsidiary ( T bar) with pairs where the bank does not have a fwesence (¥ bar). There

is a substantial difference in terms of bank lendiradpibity: banks reduced their lending to
countries where they own a subsidiary by 26 per centverage, compared to a decline of
almost 60 per cent in countries where they do not hdeead presence. The second set of
bars contrasts bank—country pairs with a belo t&r) and above (4 bar) average
geographical distance. This rough split indicates thastigglen stop was somewhat more
limited in the case of countries nearer to the bank.

[INSERT FIGURE3 HERH|

Next we compare bank—country pairs for banks with abotebé) and below (6 bar)

average pre-crisis cooperation with domestic banks. Hea tase of above-average
cooperation, lending declined by 36 per cent during the cribisreas the reduction in
lending amounted to 55 per cent for banks that had ineetdess with local banks before the
crisis. Finally, we compare bank-country pairs that hazval{7" bar) and below (8 bar)

average pre-crisis lending experience in a country. Ureariate results are again in line
with our theoretical prior: more experience is coredatvith a milder sudden stop (-49

versus -56 per cent).
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Section 3.2 now integrates these explanatory variablasnultivariate regression framework
in which we also control extensively for bank-specifid @ountry-specific factors.

3.2. Baseline regression results

Table 2 presents the results from our baseline regnsssidie top panel shows regressions
for our full dataset, whereas the two panels at théobosplit the sample into lending to
advanced countries and emerging markets. To preserve wpaagely report the bank fixed
effects regressions for the last two tables while ggort both regressions with bank fixed
effects and with bank controls for the full sample. @plain close to 20 per cent in the
variation in banks’ post-Lehman retrenchment from speciigntries (around 30 per cent

when we add bank fixed effects).

[INSERT TABLE 2 HERH

In line with our theoretical priors and the univariatsutts presented in Section 3.1, it
becomes clear that cross-border lending to countrieghioh a bank owns a subsidiary is
more stable. However, a local presence only matteesnerging markets, where (increases
in) information asymmetries may have been particulgmgnounced and where ‘hard’
information on firms is less reliable. Banks on avenaghiced their lending to a country in
which they have a subsidiary by 19 (17) percentage posgsctEmpared to a country where

they do not own a subsidiaty.

We find an equally significant negative effect Distance on lending stability, both in
lending to advanced and emerging markets. Banks contingndontore during a crisis to
borrowers that are relatively close. We thus docurtieatt distance not only has a negative
impact on the amount but also on the stability of sftesrder bank lending. Banks reduce
their lending to borrowers at a mean distance by 21 (32)ceet more compared to
borrowers that are at the minimum distance (a# elgual). Note that when we include both
Distance and Subsidiary at the same time (last columns) both variables menhaghly
significant. The size of the subsidiary variable i@ twice that of the distance variable:

13 The first number reflects the coefficient for regiass with bank-level controls while the number in braske

shows the value for regressions with bank fixed effect
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establishing a subsidiary has approximately the same afezthypothetical reduction from

the mean to the minimal distance to the borrower.

Next, we find that cooperation with domestic banks i$ aosignificant determinant of
lending stability. For both cross-border lending to dgwetband emerging markets we find
that international banks that are relatively well-cected to domestic banks do not
outperform less-connected banks in terms of lendinglsyatburing a crisis. In contrast, we
find that previous experience with cross-border syndicatadirlg to a particular country is
very important for lending stabilit}$ A bank with average experience reduces its cross-
border lending by 39 (29) percentage points less compared dokawithout any previous
experience in a country. Banks that built up a track-ceobrsyndicated lending over time
turn out to be less fickle during a crisis. Note thahlbe linear and the quadratic term are
significant: the marginal value of experience decreade=sn banks are longer active in a
certain country?® Interestingly, experience tends to be of less valuanierging markets. The
panels at the bottom of Table 2 indicate that wherestante to borrowers negatively affects
lending stability in both emerging and advanced countbasks can rely on experience in
advanced countries whereas they overcome informationrasgnes in emerging markets

mainly through local subsidiaries.

Finally, our control variables tell some interestingris® as well (top panel only). As
expected, banks with a high pre-crisis cross-border expdsun particular country were
those that reined in lending the most during the ciisisrder to rebalance portfolios in
response to stricter country limits. We also find reabdy strong evidence for a negative
correlation between state support and cross-border lendimmggdbe crisis, in line with an
increased focus on domestic lending by supported banks. Jiie lmelds when we include a
battery of other bank-specific control variables. Whie seems to confirm the anecdotal
evidence on a negative causal impact of financial protastn on cross-border lending, it
may also partly reflect selection bias. Weaker banksd) the most binding balance sheet

4 We check whether lending experience is equally impoftarsenior and junior syndicate members (arrangers
and participants) and find that this is indeed the case.

* The concave function has a maximum beyond tH2 [@Scentile which means that the overall effect of
Experienceon lending stability remains positive. As a robustnesswe also measuExperienceas the total
number of loans that a bank granted to a given coumttlytbat had matured at the time of the collapse of

Lehman Brothers. We find quantitatively and qualigliiwery similar results (available upon request).
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constraints and the biggest need to deleverage, werdhalse most in need of government
support. Indeed we find that large banks and, less sigmtifjcanore liquid banks, were able
to keep up lending more.

3.3. Variation across subsidiary types

Section 3.2 established that the presence of a subssifjgmficantly reduces the severity of a
sudden stop in international bank lending. In this suba®eatie present results that delve
deeper into this issue by looking at various types of digrgs that can be expected to differ
in their ability to limit the increase in informati@symmetries during a financial crisis. Table
3 presents results for our full sample as well asldading to emerging markets, as the
previous results suggests that the presence of a supdidiara stabilising role in emerging
markets in particular. We continue to control for tigahce to and lending experience with

borrowers in each destination country.

[INSERT TABLE 3 HERH

The results indicate that the size of the subsidiangither relative to the parent bank nor to
the destination country’s banking system — does not mattézriding stability. What matters
is whether there is a subsidiary on the ground or ndegendent of its siz8 Next, we find a
significant interaction term betweelistance and Subsidiary in the case of emerging
markets. Distance not only has a direct negative teffiedending stability but it also reduces
the positive effect of the presence of a subsidiarieonding stability. This is line with earlier
evidence that intra-bank agency costs increase witlandis (Rajan et al., 2000). While
setting up a subsidiary is an effective tool to reduceani®-related agency costs, the
effectiveness of this tool itself decreases with dista

Next, we find that subsidiaries that are the resulh ¢dke-over of a former domestic bank
have a larger impact on lending stability than greenfialasigliaries. This holds in general

but in particular in emerging markets (both in terms@fnomic and statistical significance).

16 We also ran regressions where we measure absolusielismp size as the (log of) the number of employees.
Absolute subsidiary size did not have an impact on fepditability either (i.e. over and above the mere

presence of a subsidiary).
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Compared to a similar bank without a subsidiary or witireenfield subsidiary, a bank with
a take-over subsidiary reduced its lending by 30 percentages pesss during the crisis. This
may indicate that reducing information asymmetries @ ground works better when an
international bank ‘buys’ local information by takingen an existing bank rather than setting
up a new subsidiary from scratch. We find related resutten we allocate each subsidiary to
one of three age brackets: 0-5 years, 6-15 years, andtb&terl5 years. Only subsidiaries
that have been present in a destination country foraat & years have a stabilizing impact
on cross-border credit flows. This result holds forhbadvanced and emerging markets, but
is in economic terms much stronger in the latter, migqdar for subsidiaries that have been
present for over 15 years.

In sum, we find that setting up a subsidiary is a vefgcate tool for international banks to
reduce information asymmetries vis-a-vis local borrowerhkilé\this does not completely
solve distance-related information problems, in particntd in case subsidiaries themselves
are relatively remote, we do find that the presence sibsidiary significantly cushions the
sudden stop in cross-border bank lending during a crigigriicular in emerging markets. In
line with theories that stress the importance ofcallpresence for generating and processing
‘softer’ information, we find that this positive impaistthe strongest for older subsidiaries
and subsidiaries that are the result of a take-ovarfofmer domestic bank.

3.4. Geography, culture, or institutions?

The regressions in Tables 2 and 3 provide robust evideneenfegative relationship between
geographical distance and cross-border lending stabilityveier, the effective collection
and transmission of borrower information from the dedion country to a bank’s
headquarters may also be impacted by cultural and instélitaifierences between home
and destination country. For instance, notwithstandimg large geographical distance
involved, Spanish banks may have kept up their syndicated letaiNggxican firms quite
well during the crisis because the cultural and histotieal between both countries made
Spanish banks more at ease with dealing with Mexicantslitman with borrowers in, say,
Turkey (which is closer in geographical but not in culturehs). Similarly, banks may feel
more confident — in particular during a crisis — when legdo firms in countries where the

institutional and legal environment is similar to the antghe banks’ home country.
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To look into the relative importance of geographicaliwral, and institutional distance in
more detail, we analyze the impact of a number of nagigghical distance measures on
lending stability. These include a dummy variable thatcetgis whether the bank’s home
country and the destination country share a common lgegua dummy that indicates
whether both countries share colonial links, a varigide measures the absolute difference
between both countries in the World Bank Doing Busineggll rights index (which
measures the degree to which collateral and bankruptcy fiasigate lending), and a
variable that measures the absolute difference betweabarncbantries in the Doing Business
credit information index (which measures rules affecting scope, access and quality of
credit information). None of these cultural and legatahce measures have a significant
impact on cross-border lending stability.

[INSERT TABLE4 HERH

In line with the importance of geography we do find a higldyificant positive impact on
cross-border lending stability of countries sharing armmom border. However, this variable
loses significance when we include it together withghaegraphical distance variable. This
indicates that there is no specific border effect lthar that the border dummy acts as an
inferior proxy for geographical distance. We conclude tfetgraphical distance is what
matters for lending stability: during a crisis banks carito lend more to borrowers that are

physically closer.

3.5. Repeat versus first-time borrowers

Successful prior loans and the associated borrower regputean attenuate information
asymmetries between lenders and their borrower (Dianiffi, and Gorton and Pennachi,
1995). Indeed, De Haas and Van Horen (2010) find that arranfygyadicated loans need to
retain less in the case of loans to repeat borrowetdlat retention rates for loans to such
borrowers needed to increase less during the 2008-2009 finaneial If loans to repeat
borrowers are plagued by fewer agency problems, we exgcthéh information variables
we use in our analysis will have less of an impacthernréduction in cross-border lending to

such borrowers.
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In Table 5 we present regressions for both borrower tigpésd out whether our information
variables indeed had a more significant impact on thensxt than on the intensive margin.
In the first set of regressions the dependent varialtheishange in lending to borrowers that
a particular bank has never lent to before, while engcond set the dependent variable is
the change in lending to repeat borrowers (borrowersthigaparticular bank had lent to at

least once since 2000).

[INSERT TABLES HERH

As expected, we find that the information variables mattest for lending to first-time

borrowers. Only in the case of new borrowers, waslihen stability influenced by the

presence of a subsidiary and the distance to the batrddezeover, the experience of the
bank in lending to a certain country was a much more itapbdeterminant of the stability
of lending to new borrowers. The evidence in Table 5 amid@ates that during the crisis
exposure limits became more binding for first-time tharrépeat borrowers.

These results also confirm that the presence of sabgsgliis important because they reduce
agency problems. One possible alternative interpretatioouofearlier findings on the
stabilising effect of a local subsidiary could be thas tieiflects that during the crisis banks
started to lend more to repeat borrowers and that tidesodin particular in countries where
they own a subsidiary (for instance because subsidiayagers can be lobbied more
effectively by local firms for repeat funding than loafficers at the bank’'s foreign
headquarters). If this was true, the stabilising effectaosubsidiary would be most
pronounced when lending to repeat clients. In contrastingdeghe opposite: in an uncertain
environment a subsidiary appears to be particularly impottameduce agency problems

associated with lending teewclients.

4. Conclusions

We use a detailed dataset on cross-border bank lendarglyre to what extent mechanisms
to mitigate information costs enable banks to limitirtlieecrease in cross-border lending
during a crisis. We employ both country and bank fixeeéatsf to rigorously control for

changes in credit demand and other confounding factotsathdocusing on the impact of
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information variables on the stability of lending by spedanks to borrowers in specific

countries. In line with our theoretical priors, we fingtaong and robust negative effect of
geographical distance on lending stability, both in lendmgadvanced and to emerging
markets. Distant borrowers are not only more diffitalscreen and monitor in general, their

creditworthiness is particularly difficult to asselssing a crisis.

An effective way for banks to (partially) offset thmegact of distance is to set up a subsidiary.
A local presence allows banks to generate ‘soft’ mfmion to complement the hard
information that is widely available on the large bbovers that use the syndicated loan
market. Interestingly, having a subsidiary only works in gmer markets where hard
information on borrowers — such as accounting reports y-noabe available or not be of
sufficient quality to allow for efficient long-distaedending. We also find that this positive

impact is stronger for older subsidiaries and subsididhiat are former domestic banks.

Banks that have built up a track-record of syndicated mgntti a particular country turn out
to be less fickle during a crisis. Track-records mattethenside of borrowers too: we find
that information related problems were most pronouncedeircéise of lending to first-time
borrowers. Our findings thus paint a more nuanced picture tha black-and-white
dichotomy of transaction-based lending by large banksisedationship lending by small
banks. We show that even in a sample of the largestiational banks that provide loans to
large companies, access to ‘soft’ information — gathehneodugh a local presence on the

ground or through repeat interactions with borrowersimp®rtant.

Our results clearly bear on the policy debate on finhmgadalization and in particular on
whether and how countries should integrate their bankysiems with global financial
markets. A key feature of cross-border lending thatdblsate has focused on, and that has
been further underlined by the recent crisis, is itabistcharacter (for instance compared to
lending by domestic banks or foreign bank subsidiaries). r@sults provide some first
answers to the question when cross-border lending icplarly volatile and when it is not.
Perhaps somewhat controversially, we find that banks #ne further away from their
customers are less reliable funding sources during a dCigarly, policy makers not only
need to make a decision on whether to open up their filayst@m but also to whom.

A second key finding is that international banks witlo@al presence on the ground tend to
be more stable providers of credit. For countries ttetansidering to open up their banking

system this implies that stimulating banks to ‘set lumps may kill two birds with one stone.
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Not only do foreign bank subsidiaries provide for a reddyi stable credit source themselves,
their presence may also stabilize the cross-bordepopnemt of bank lending. Rather than
imposing capital controls to reduce the volatility odss-border lending, countries may thus

contemplate to allow international banks to also set lopal affiliate.
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Figure 1
Distribution of the change in cross-border lendingafter the Lehman collapse

This figure shows the distribution across destination ¢oes of the change in the average monthly cross-borderisgtati lending
inflows after the collapse of Lehman Brothers compared ®pte-crisis period. The pre-crisis period is defined asidan2005 to
August 2007 and the post-Lehman period as October 2008 wh&cP009. Each bar indicates the number of destinationtdesthar
experienced a post-Lehman change in bank lending thatvi#lsn the percentage bracket on the horizontal axis. Fstaimce there
were 13 countries to which cross-border syndicated bandlingndeclined by between 25 and 50 per cent while there were only 2
countries that experienced ancreasein cross-border syndicated lending of between 25-50%. le@fhtries (8+12) lendingeclinec

by more than 75 per cent.
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Figure 2

Change in cross-border syndicated lending and totadyndicated lending during the crisis

This figure compares the change in cross-border syndidateting to a country (horizontal axis) with the change iratatyndicatedending
(cross-border plus domestic syndicated lending) in thahtiy. Lending change is the percentage change in averagthipdending in thepre-
crisis period compared to the post-Lehman period. The psisgeriod is defined as January 2005 to August 2007 angalkeLehmarperioc
as October 2008 to October 2009. The left-hand pane shov@9alkestination countries included in our dataset whereasigint-handpant
zooms in on those countries that experienceldeline in both cross-border and total syndicated lending. Coesttiat experienced a percentage
change in domestic lending that was exactly equal to theepéage change in cross-border lending are on the 45° linmt@es wherelomesti
lending shrank faster (slower) than cross-bordattiteg are to the right (left) of this line.
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Figure 3
Impact of information variables on stability of cross-border lending

This figure shows the percentage change in monthly croegebtending between the pre-crisis and post-Lehman pestedagedicros
bank-country pairs. Pairs are split into high (dark) and (bght) information pairs. The first two bars split the sammntobank-countr
pairs where banks have a subsidiary in the country and p&ieserthere is no subsidiary. The second set of bars disshgshetweel
bank-country pairs where the bank is closer to the destinauntry than the mean distance and bank-country pairsewhe banks
further away. The third set of bars distinguishes betweerk{izmuntry pairs where the bank has cooperated with moresdtielenders
compared to the mean and bank-country pairs in which the Ihaskcooperated with less domestic banks. The last groupref ba
distinguishes between bank-country pairs where the basligher than average experience in the country and pairseevelxperience

is below the average.

Change in cross-border lending

yes < mean > mean > mean
Sub no Distance >mean Dom lenders <mean Experience < mean

-0.14

-0.2

-0.39

0.4 1

-0.5

-0.6

-0.7"-

29



Table 1
Summary statistics

The table shows summary statistics for the main variablesl irs the paperChange in cross-border lending the change in averagaonthly
lending flows from a bank to a destination country in the grieis period compared to the post-Lehman period. The pses@eriod is definecs
January 2005 to August 2007 and the post-Lehman period ash@cP008 to October 200®istance to destination countris the log ofthe
distance (in kilometers) between the home country of théaand the borrower countrBubsidiaryis a dummy variable that is one if a bank has a
subsidiary in a destination countrSubsidiary size relative to parembeasures total assets of the subsidiary of bank i in coumisyg percentagsf
total parent bank assets (calculations conditional on thegmce of a subsidiany@ubsidiary size relative to countrneasures total assets tbi
subsidiary of bank i as a percentage of total bank lendingoimtry j (calculations conditional on the presence of a &liiy). Greenfielc
subsidiary is a dummy that is one if bank i established a subsidiary froratsh in country M&A subsidiary is a dummy that is one if bank i
established a subsidiary by taking over a bank in countBupsidiary agemeasures the number of years since a subsidiary was estb({$6 is
the maximum age as we set the age to 16 for subsidiaries thatpsesent in a country before 1998)omestic lenderss the number oflifferent
domestic lenders (in logs) in a destination country with mha bank has cooperated in a syndicate between 2000 and tapseobfLehmar
Brothers.Experiencemeasures the number of six-month periods (since 2000) glwhich the bank granted at least one loan to a borrower in a
destination countryExposure equals the loan volume to a destination country as a pemgerthtotal assets of the bank at the momenthef
Lehman Brothers collaps8tate supporis a dummy that is one if the bank received government sugiwing the crisisBank sizemeasuresotal
assets of the bank at end 2006 (billion USSnk solvencyis the equity to asset ratio of the bank in % (200Bhange in bank solvencameasure

the percentage point change in solvency over 2006-28@8k liquidity measures liquid assets to deposits and other short-terdiniyirin %
(2006).Change in bank liquidityneasures the percentage point change in liquidity over 2008.Bank profitability measures return omsset

in %. Change in bank profitabilitymeasures the percentage point change in proftiabiler 2006-2009.

Obs Mean Median St Dev Min Max
Dependent variable
Change in cross-border lending 2,257 -0.52 -0.89 0.89 .00-1 5.54
Change in cross-border lending (to advanced cas)tri 1,086 -0.46 -0.76 0.89 -1.00 5.54
Change in cross-border lending (to emerging mayrkets 1,171 -0.58 -1.00 0.88 -1.00 5.31
Information variables
Distance to destination country 2,257 4,782 3,604 3,769 102 14,966
Subsidiary 2,257 0.23 0.00 0.42 0.00 1.00
Subsidiary size relative to parent 516 7 12 0 57
Subsidiary size relative to country 517 8 24 0 330
Greenfield subsidiary 517 0.18 0.00 0.39 1.00 1.00
M&A subsidiary 517 0.79 1.00 0.41 0.00 1.00
Subsidiary age 509 11.74 15.00 0.10 0.00 16.00
Domestic lenders 2,257 19 6 54 0 484
Experience 2,257 11.63 12.00 4.90 1.00 18.00
Control variables
Exposure 2,256 0.48 0.11 1.25 0.00 15.97
State support 2,257 0.47 0.00 0.50 0.00 1.00
Bank size (2006) 2,257 987.5 555.4 1,025 2.7 5,317
Bank solvency (2006) 2,257 5.48 5.35 266 -13.71 17.89
Change in bank solvency (2006-2009) 2,257 0.39 0.33 6 1.1-2.87 3.68
Bank liquidity (2006) 2,257 51.02 37.35 43.61 3.14 312.11
Change in bank liquidity (2006-2009) 2,257 -7.69 -481 23.35 -70.36 114.95
Bank profitability (2006) 2,257 0.72 0.60 0.58 -2.77 3.67
Change in bank profitability (2006-2009) 2,257 -0.63 0.54 0.61 -4.00 0.89
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Table 2

Information and crisis transmission - Baseline results

The dependent variable is the percentage change in averagghlgncross-border lending of bank i to country j in therioc
after the collapse of Lehman Brothers (Oct 2008-Oct 2008)pared to the pre-crisis period (Jan 2005-July 2007). Diadirs
of the independent variables are given in Table 1. The toelmsirows regressions for the full sample, alternatinghynvsiank-
specific control variables or bank-specific fixed effedthe lower panel shows regressions with bank fixed effesttehding to
advanced (high-income OECD) countries and emerging merkespectively. All specifications include destinaticountry
fixed effects. The model is estimated using OLS where stahdeors are heteroskedasticity robust and clusteretamk
Robust p-values appear in brackets and ***, ** orrespond to one, five and ten percent level afiiance, respectively.

All countries
Subsidiary 0.190*** 0.165*** 0.199*** 0.166***
[0.001] [0.009] [0.001] [0.008]
Distance -0.053**-0.084*** -0.044* -0.087***
[0.030] [0.003] [0.092] [0.005]
Domestic lenders 0.054 0.041
[0.108] [0.255]
Experience 0.057** 0.048** 0.064*** 0.052***
[0.003] [0.011] [0.001] [0.005]
Experience sq. -0.002*** -0.002** -0.003*** -0.003***
[0.010] [0.011] [0.001] [0.001]
Exposure -0.986 -6.045*** -0.943-6.477** -0.997 -5.709*** -0.754 -4.481* -0.882 -6.220***
[0.246] [0.002] [0.233] [0.001] [0.223] [0.004] [0.257] fo12] [0.287] [0.001]
State support -0.099* -0.112* -0.103* -0.101* -0.105*
[0.065] [0.043] [0.061] [0.068] [0.052]
Size 0.053** 0.077*** 0.057*+* 0.061*** 0.070**
[0.012] [0.000] [0.007] [0.010] [0.006]
Solvency 0.538 0.842 0.356 0.32 0.77
[0.698] [0.553] [0.798] [0.816] [0.578]
Solvency change -0.043 -0.038 -0.043 -0.045 -0.037
[0.346] [0.450] [0.363] [0.360] [0.452]
Liquidity 8.02 8.068 8.675* 8.685* 7.324
[0.117] [0.126] [0.096] [0.083] [0.132]
Liquidity change -0.963 -0.475 -0.553 -0.434 -0.964
[0.694] [0.852] [0.828] [0.863] [0.689]
Profitability -0.169** -0.146* -0.177** -0.183** -0.141
[0.026] [0.094] [0.022] [0.028] [0.110]
Profitability change  5.593* 4.508 5.458 5.359 4.875
[0.092] [0.180] [0.107] [0.110] [0.129]
Country FE? Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Bank FE? No Yes No Yes No Yes No Yes No Yes
Observations 2200 2257 2200 2257 2200 2257 2200 2257 2200 7 225
R-squared 0.19 0.26 0.18 0.26 0.18 0.25 0.18 0.25 0.19 0.26
Advanced countries Emerging markets
Subsidiary 0.058 0.024] 0.267** 0.225%**
[0.507] [0.785] | [0.003] [0.010]
Distance -0.131*** -0.138**9 -0.119%** -0.091*
[0.002] [0.003] [0.007] [0.041]
Domestic lenders 0.05 0.087* 0.032
[0.529] [0.079] [0.526]
Experience 0.074** 0.083** 0.019
[0.029] [0.014] [0.522]
Experience sq. -0.003* -0.0047%* -0.001
[0.056] [0.017] [0.451]
Exposure -0.554 -0.771* -0.644 -0.547 -0.73¢* -0.861 348 -0.702 -0.3 -1.303*
[0.133] [0.047] [0.113] [0.148] [0.072]] [0.192] [0.227] [®12] [0.680] [0.073]
Country FE? Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Bank FE? Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Observations 1086 1086 1086 1086 108p 1171 1171 1171 1171 1 117
R-squared 0.31 0.32 0.31 0.32 0.3 0.31 0.30 0.30 0.30 0.31
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Table 3

Information and crisis transmission - Variation across subsidary types

The dependent variable is the percentage change in avemlyncross-border lending of bank i to country j in the pdrafter the
collapse of Lehman (Oct 2008-Oct 2009) compared to the psesgeriod (Jan 2005-July 2007). The columns show reggnesdor the

full country sample (‘All') or for the emerging markets sdenfEMS'). Interaction sub*distanceis an interaction term between the
subsidiary dummy and the distance between the parent bashkc@amtry j. Age are three dummy variables that indicate whether a
subsidiary is present in country j that was established @&rs/ ago, 6-15 years ago, or longer than 15 years m@Egpectively

Definitions of the other variables are given in Table 1. Albaels are estimated using OLS
bank fixed effects. Standard errors are heteroskedastatiuist and clustered by bank. Rob
* correspond to one, five and ten percent levdighificance, respectively.

and include country fixecceffas well as
ust p-values appear akétiaand ***,**,

Country sampl Al EMs All EMs All EMs All EMs All EMs
Subsidiary 0.144* 0.249** 0.143** 0.215** 0.583** 1.33%
[0.012] [0.008] [0.020] [0.037] [0.042] [0.014]
Sub size relative to parent 0.472 0.769
[0.405] [0.649]
Sub size relative to country 0.337 0.688
[0.111] [0.291]
Interaction sub*distance -0.054 -0.134**
[0.135] [0.046]
Greenfield subsidiary 0.173*  0.198
[0.081] [0.211]
M&A subsidiary 0.180** 0.301***
[0.010] [0.003]
Age 0-5 years 0.177 0.127
[0.153] [0.403]
Age 6-15 years 0.169** 0.274*
[0.028] [0.031]
Age over 15 years 0.175** 0.418***
[0.039] [0.003]
Distance -0.088*** -0.107**-0.085*** -0.109** -0.073** -0.083* -0.087*** -0.108** -0.087*** -0.106**
[0.005] [0.021] [0.007] [0.017] [0.022] [0.086] [0.006] [019] [0.006] [0.022]
Experience 0.053** 0.021 0.053*** 0.023 0.053*** 0.021 @2** 0.02 0.052** 0.023
[0.005] [0.471] [0.005] [0.431] [0.004] [0.466] [0.005] [@89] [0.005] [0.445]
Experience sq. -0.003** -0.002-0.003*** -0.002 -0.003*** -0.002 -0.003*** -0.002 -0.003*** -0.002
[0.001] [0.179] [0.001] [0.125] [0.001] [0.163] [0.001] [088] [0.001] [0.168]
Country FE? Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Bank FE? Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Observations 2257 1171 2257 1171 2257 1171 2257 1171 2257 1 117
R-squared 0.26 0.31 0.27 0.31 0.26 0.31 0.26 0.31 0.26 0.31
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Table 4
Distance and crisis transmission

The dependent variable is the percentage change in averagehlgncross-border lending of bank i to
country j in the period after the collapse of Lehman Brot{@st 2008-Oct 2009) compared to tpee-
crisis period (Jan 2005-July 200Distance is the log of the distance (in kilometers) between the home
country of the bank and the borrower coun®prder is a dummy which is one if the home country of the
bank and the borrower country share a common bolderguageis a dummy which is one if the home
country of the bank and the borrower country share the sangeidage Colonial links is a dummy whictis

one if the home country of the bank and the borrower counteyeshthe same colonizer or oneuntry
used to be the colony of the other countiggal rights measures the difference between the score of the
home country of the bank and the borrower country on the D&uasiness legal rights index (thisdex
measures the degree to which collateral and bankruptcyfiawilitate lending).Credit info measures the
difference between the score of the home country of the bawkthe borrower country on thBoing
Business credit information index (this index capturegsuffecting scope, access and qualityccdii
information). The model is estimated using OLS and incluntemtry fixed effects and bank fixed effects.
Standard errors are heteroskedasticity robust and chastsrbank. Robust p-values appear in brackets and
*rk k%% correspond to one, five and ten percdavel of significance, respectively.

All countries

Distance -0.099*** -0.093***

[0.001] [0.007]
Border 0.159%*** 0.041

[0.006] [0.526]
Language 0.066
[0.234]
Colonial links 0.2
[0.136]
Legal rights 0.007
[0.602]
Credit info 0.014
[0.603]

Experience 0.047* 0.049%** 0.048* 0.045*  0.047**  0.04F 0.048*

[0.011] [0.008] [0.010] [0.015] [0.012] [0.011] [0.010]
Experience sq. -0.003***  -0.002*** -0.002*** -0.002** -M02** -0.002** -0.003***

[0.004] [0.006] [0.009] [0.012] [0.012] [0.011] [0.004]
Exposure -5.643**  -5.342%*  -4.678%* -4.427* -4.420* -4.339** -5.800***

[0.002] [0.004] [0.010] [0.013] [0.012] [0.012] [0.002]
Country FE? Yes Yes Yes Yes Yes Yes Yes
Bank FE? Yes Yes Yes Yes Yes Yes Yes
Observations 2257 2257 2257 2257 2257 2257 2257
R-squared 0.259 0.255 0.254 0.255 0.254 0.254 0.259
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Table 5
First-time versus repeat borrowers

The dependent variable is the percentage change in averaghlyncross-border lending of bank i to
country j in the period after the collapse of Lehman (Oct 2@@8 2009) compared to thpre-crisic
period (Jan 2005-July 2007). The first set of regressionkides lending to first-time borrowerdefinec

as borrowers that never before borrowed from bank i. Thergbset of regressions includes lending to
repeat borrowers, borrowers to whom bank i has lent at least.definitions of all variables are givém
Table 1. The model is estimated using OLS and includes cplixed effects and bank fixed effects.
Standard errors are heteroskedasticity robust and ohaster bank. Robust p-values appear in brackets
and *** ** * correspond to one, five and ten pert level of significance, respectively.

All countries
First-time borrowers Repeat borrowers
Subsidiary 0.353*** 0.085
[0.001] [0.195]
Distance -0.169*** -0.034
[0.002] [0.359]
Domestic lenders 0.067 0.059
[0.335] [0.219]
Experience 0.225** 0.162*
[0.001] [0.061]
Experience sq. -0.039*** -0.021*
[0.001] [0.093]
Exposure -8.443** -8.914** .7.254*  -2.053 0.364 0.597 134 1.909
[0.012] [0.004] [0.030] [0.542] [0.895] [0.827] [0.963] [®B9]
Country FE? Yes Yes Yes Yes Yes Yes Yes Yes
Bank FE? Yes Yes Yes Yes Yes Yes Yes Yes
Observations 1848 1848 1848 1848 1371 1371 1371 1371
R-squared 0.285 0.284 0.278 0.282 0.251 0.251 0.251 0.253
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Appendix Table 1

List of international lenders

This table lists all 118 banks in our sample, ordered by agusftincorporation Pre-crisis refers to the period Jan 2005-July 2007 godt-Lehmarto

the period Oct 2008-Oct 200Share of cross-border in total lendingieasures the volume of cross-border syndicated lendinigedbank divided by
the total volume of syndicated lending by that bank (in petc&/olume of cross-border lendingeasures the total volume of cross-border syndicated
lending by the bank in USD milliondNumber of cross-border loamseasures the number of cross-border syndications the loakipart in.Market
share measures the market share of the bank in 200teitotal global market for cross-border syndicdedling (in percentage points).

Share of cross] Volume of cross- Number of | Market
border in total border lending cross-border | share
lending (USD m) loans (ppts.)
Crisis: Crisis:
Pre- | post- | Cirisis: Pre- | post-1 pre-
Name crisis | Leh |Pre NS post-Len| grisis [ Leh | crisis
man man man
Australia National Australia Bank 55 31 21,082 2,507 266 1|15 0.44
Australia ANZ 36 43 15,114 5,383 231 $0 0.p6
Australia Commonwealth Bank of Australia 33 23 10,507 4337 141 3 0.2b
Australia Westpac 30 17 10,323 1,729 125 5 (0] 2K}
Austria RZB 94 97 18,504 4,196 783 5 0.38
Austria Erste Group Bank AG 96 96 9,754 27 482 21 D.26
Austria Hypo Alpe-Adria-Bank 99 100 1,089 183 48 2 d.05
Austria Oesterreichische Volksbanken AG 93 9 1,861 198 4 6 6§ 0.03
Austria BAWAGPSK 88 100 1,190 187 89 3 0.3
Bahrain Gulf International Bank BSC 97 10 5,924 75 111 1 .14
Bahrain Arab Banking Corp - BSC 94 10 4,787 B02 100 8 0.09
Belgium Fortis 85 80 77,901 8,7 1,269 19 153
Belgium KBC 87 85 31,153 3,746 646 2 0p2
Belgium Dexia 91 93 18,830 4,04 180 3 0p7
Canada Scotia Capital 72 68 65,979 17,694 805 2po 1J26
Canada BMO Capital Markets 65 51 33,341 7Pp26 718 152 0.74
Canada RBC Capital Markets 63 55 38,825 9pR60 376 110 0.67
Canada TD Securities Inc 51 56 18,785 8p25 312 138 0.36
Canada CIBC World Markets a4 9 13,538 15 166 19 D.25
China Bank of China Ltd 87 73 21,422 8,430 505 68 D.48
China Industrial & Commercial Bank of China - ICBC 89 52 6,197 2,20 225 12 0.15
China Bank of Communications Co Ltd 88 3 3,329 b12 102 18 0.09
China China Construction Bank Corp - CCB 72 3 3,577 72359 2( 0.0$
China China Merchants Securities Co Ltd 90 3B 3,646 431 9 5 186 0.09
China Agricultural Bank of China 71 9 1,574 137 69 6 q.03
China CITIC Group 68 52 1,187 57B 78 14 0.92
Denmark Danske Bank 86 78 25,299 507 406 9 05
Egypt National Bank of Egypt 75 100 1,306 174 126 2 .04
France BNP Paribas 78 85 213,787 45,440 2,359 474 5110
France Calyon 69 76 136,839 28,948 1,681 3H8 2|86
France SG Corporate & Investment Banking 73 g 112,182 5,394 1,341 29B 2.42
France Natixis 55 70 50,563 10,147 960 1p8 122
France Banque Federative du Credit Mutuel - BFCM 46 48 18,209 5,63f 269 q2 0.38
France CASDEN Banque Populaire 40 1 2,415 94 64 4 0.12
Germany Deutsche Bank 91 91 252,748 36,440 1,464 290 5144
Germany Commerzbank Group 71 73 125,951 14476 1,792 152 13| 3.
Germany DZ Bank 79 59 21,911 4,76 478 9 0.0
Germany NordLB 74 67 9,852 2,028 301 2 0.L7
Germany WGz 60 7 1,333 2 146 P 0.03
Greece Alpha Bank 62 100 2,405 2B 185 1 0.97
Greece National Bank of Greece 64 94 1,919 496 178 21 0.03
Hong Kong | Bank of East Asia 64 73 2,104 14 131 22 D.05
Hong Kong | lyo Finance (Hong Kong) Ltd 100 10 1,044 b13 971 5§ 0.0
India SBI Capital Markets Ltd 60 11 3,016 1,475 190 27 D.06
India ICICI Bank 69 67 1,954 56p 91 |7 0.04
Ireland Bank of Ireland 91 94 25,197 3,848 486 2 o0p4
Ireland Allied Irish Banks plc 92 95 25,778 2,454 561 51 53).
Israel Bank Hapoalim BM 100 100 3,490 18 149 2 .09
Israel Bank Leumi Le-Israel BM 100 100 2,191 29 63 13 D.06
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Appendix Table 1- cont'd

Share of cross{ Volume of cross- Number of | Market
border in total border lending cross-border | share
lending (USD m) loans (ppts.)
Crisis: Crisis:
Pre- | post- ~ | Cirisis: Pre- | post-1 pre-
Name crisis | Leh |Pre SIS post- Leh| crisis [ Leh | crisis
man man man
Israel Israel Discount Bank Ltd 100 10 1,338 103 69 13 4p.0
Italy UniCredit Group 83 87 86,313 11,446 1,582 m3 1|78
Italy Intesa Sanpaolo 66 74 41,266 10,448 763 1p2 093
Italy Monte dei Paschi 70 15 8,112 19 208 13 A1
Italy Gruppo Banco Popolare di Verona e Novara Scprl 51 1 3,180 117 [l 0.5
Japan Mitsubishi UFJ Financial Group 67 3 174,833 43,243 54 3.44
Japan Mizuho 52 21 100,243 14,541 1,557 7 2}33
Japan Sumitomo Mitsui Financial Group, Inc 45 19 78,36815,66Q 1,364 21 1.344
Japan Nomura 100 53 24,087 2 113 6 0.p8
Japan Norinchukin Bank Ltd 22 5 3,012 89 64 10 .05
Jordan Arab Bank Group 100 10 7,361 31 150 11 0.16
Luxembourg] BCEE 86 17 1,750 86 [l 0.¢3
Macao Tai Fung Bank Ltd 100 104 2,694 75 48 3 .08
Malaysia Maybank Investment Bank Bhd 93 8 3,070 536 156 7] 1 0.09
Malaysia CIMB Group 45 62 1,024 26| 89 6 0.92
Netherlands] ING 86 84 98,876 15,830 1,418 24 1199
Netherlands] Rabobank 78 75 33,342 6,7 659 1p2 0J73
Netherlands] NIBC Bank 63 43 3,693 48 83 12 0.99
Norway DnB NOR Bank ASA 63 57 24,295 2,466 308 41 .56
Oman Bank Muscat SAOG 64 104 958 11 76 1 .02
Portugal Caixa Geral de Depositos SA - CGD 95 q7 7,667 ,92 185 2 0.21L
Portugal Banco Espirito Santo de Investimento 94 q47 86,6 1,35 117 2p 0.7
Portugal Banco BPI 93 22 2,347 25 60 5 0.11
Qatar Qatar National Bank 56 15| 1,904 45 56 3 D.04
Qatar Commercial Bank of Qatar QSC 47 Q 661 0 51 0 0.02
Qatar Doha Bank QSC 65 19 568 55 B 0.q1
Singapore DBS 85 68 14,064 3,1 398 3 0.p9
Singapore uoB 86 48 9,678 11 282 3 0.p4
Singapore Oversea-Chinese Banking Corp Ltd 69 46 4,189 ,10 182 3 0.1p
South Africa] Standard Bank 88 100 4,993 1,2 227 1 of1
Spain BBVA 79 7 55,402 18,047 781 217 1§50
Spain Banco Santander SA 64 64 46,|243 14121 660 | 163 0.98
Spain Caja Madrid 55 48 14,825 3,5 114 9 op4
Sweden Nordea Bank AB 84 88 40,912 7,2 451 5 109
Sweden SEB 67 79 20,001 4,5 248 |1 046
Sweden Svenska Handelsbanken AB 76 q 17,383 ,389 163 33.39 0
Sweden Swedbank Markets 51 53 3,722 626 105 8 0.10
Switzerland | Credit Suisse 97 93 167,344 23,598 1,083 15 3159
Switzerland | UBS 97 87 106,681 18,048 854 150 2|31
Taiwan First Commercial Bank Co Ltd 72 63 4,731 1B63 183 24 0.13
Taiwan Chang Hwa Commercial Bank Ltd 72 41 4,544 954 190 3] 3 0.13
Taiwan Mega International Commercial Bank Co Ltd 59 5B 5,564 96 276 k4 0.11
Taiwan Bank of Taiwan 52 51 3,000 69p 170 10 0.p8
Taiwan Hua Nan Commercial Bank Ltd 53 24 2,351 B01 144 13 .050
Taiwan Cathay United Bank Co Ltd 28 14 1,051 116 83 10 0.04
Taiwan Fubon Financial Holding Co Ltd 27 25 1,158 B64 70 4 1 0.03
Taiwan Taiwan Cooperative Bank 30 15 1,085 178 62 11 0.03
Taiwan Shanghai Commercial & Savings Bank Ltd a7 4,18 1 81 3 0.0p
Taiwan Chinatrust Commercial Bank 23 47 1,098 ‘Em 65 24 1]0.0
Thailand Bangkok Bank Ltd 86 31 1,024 8 94 8 Q.03
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Appendix Table 1- cont'd

Share of cross- Volume of cross§ Number of | Market
border in total border lending} cross-border | share
lending (USD m loans (ppts.)
Crisis: Crisis:
Pre- | post- o Crisis)] pre- | post-]1 pre-
Name crisis | Leh |Pr® NS post- Lel] ¢risis [ Leh | crisis
man man man
Turkey Turkiye Garanti Bankasi AS 100 10 1,123 29 103 2 02p.
UAE Mashregbank PSC 73 44 2,853 13 147 3 D.04
UAE Emirates NBD PJSC 42 20 2,042 112 155 2 .04
UK RBS / ABN AMRO 77 79 360,862 44,000 2,930 445 g4.33
UK Barclays Capital 78 81 247,708 33,742 1,604 P 1 469
UK HSBC 78 86 144,716 34,140 1,978 Pp2 276
UK Lloyds Banking Group 51 60 61,802 11,997 871 122 .43
UK Standard Chartered Bank 92 89 40,274 8967 977 170 1.00
UK NM Rothschild 88 100 2,188 1 60 i 0.43
us Citi 48 36 234,311 30,795 1,646 1p5 485
us JPMorgan 27 18 145,908 17,539 788 48 3|18
us Goldman Sachs 52 24 76,400 6,30 204 1 147
us Bank of America - Merrill Lynch 15 11 78,935 9,497 692 119 1.41
us Morgan Stanley 49 22 58,251 4,118 210 5 1p2
us GE Capital Markets Inc 24 28 18,074 3,943 275 30 0.47
us Wells - Wachovia Securities 7 5 18,339 2,p51 371 40 0.34
us Bank of New York Mellon Corp 6 7 5,035 o 171 17 q.11
us Comerica Bank 13 8 3,664 45p 67 m 0.¢8
us PNC Bank NA 37 22 25,992 3,743 764 1p0 01:)5
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Appendix Table 2

Overview of destination countries

This table lists all 60 destination countries in our sample-crisis refers to the period Jan 2005-July 2007 and Ipetstran to the period
Oct 2008-Oct 2009Volume of cross-border lendingneasures the total volume of cross-border syndicateddgntai the country byhe
banks in our sample (USD milliondNumber of cross-border loanmeasures the number of loans to the country in which at lesesbéthe
banks in our sample was active (as a cross-border leridamber of cross-border loan portionmmeasures the total number of individual
loan portions provided by the banks in our sample to the egupetg. a loan with five lenders of which three foreign leredgields three
loan portions)Number of banks activeneasures the number of different banks that wetheesas cross-border lenders in the country.

Volume of cross
border lending (USD} Number of cross-borderl Number of cross-border
Country m loans loan portions Number banks active
Crisis:
Pre- crisis | post-Leh] Pre- crisis | Crisis: post] Pre- crisis | Crisis: post] Pre- crisis | Crisis: post
man Leh man Leh man Leh man

Argentina 3,587 38p 16 4 79 |13 11 10
Australia 96,627 21,741 261 p6 968 499 45 47
Austria 11,712 29p 27 al 166 |16 21 7
Azerbaijan 1,454 198 13 3 93 |2 16 8
Belgium 88,158 7,54 86 14 654 b7 45 30
Brazil 37,861 1,93 88 i 73 526 b0 32 24
Bulgaria 3,615 15 P 111 2 12 1
Canada 109,142 22,4p0 421 154 1,404 119 46 54
Chile 9,454 53 51 b 312 4 24 11
China 29,170 4,39 176 13 1,027 137 55 37
Croatia 2,440 6 17 16 105 b1 15 11
Czech Republic 6,192 1,415 31 5 156 17 14 8
Denmark 59,826 13,913 66 9 441 36 45 23
Egypt, Arab Rep. 3,834 742 19 6 143 32 21 20
Finland 32,365 7,2 56 7 432 BO 30 26
France 310,868 26,398 518 65 2,701 | 75 64 40
Germany 316,539 43,913 363 38 2,294 P26 65 49
Greece 18,284 918 72 4 319 15 29 12
Hong Kong, Ching 57,417 6,4p4 226 30 1,875 P05 57 48
Hungary 8,885 43D 25 2 183 | 6 20 14
Iceland 10,551 4,2 41 1 369 11 39 10
India 31,166 2,26p 195 12 1,635 53 68 26
Indonesia 5,042 4,280 52 P1 270 65 32 26
Iran, Islamic Rep. 2,552 0 10 0 56 0 8 0
Ireland 20,531 424 41 0 237 ] 26 16
Italy 83,724  19,63p 334 43 1,035 1p7 43 36
Japan 33,429 11,910 431 00 718 | 79 34 29
Kazakhstan 16,559 6%3 70 3 829 17 62 16
Korea, Rep. 20,209 4,798 134 7 817 |11 51 30
Kuwait 10,574 1,49] 30 I 292 17 40 10
Latvia 2,359 24 D 233 0 35 0
Luxembourg 64,336 43,995 40 10 498 08 46 38
Malaysia 16,716 1,640 56 15 299 7 27 11
Mexico 41,019 8,091 100 ] 701 5 35 32
Netherlands 155,037 13,08 183 27 1,155 153 63 48
New Zealand 23,184 6,363 99 32 326 114 13 21
Nigeria 2,963 47 15 7 60 2 8 6
Norway 50,639 4,92 216 6 837 b2 47 18
Oman 2,740 15 D 105 0 20 0
Peru 1,425 8 al 54 8 7 7
Philippines 3,004 1,343 21 7 157 Mo 22 19
Poland 9,788 3,147 30 6 227 B4 24 19
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Appendix Table 2 - cont'd

Volume of cross
border lending (USD} Number of cross-borderl Number of cross-border
Country m loans loan portions Number banks active
Crisis:
Pre- crisis | post-Leh| pre- crisis | Crisis: post] pre- crisis | Crisis: post] pre- crisis | Crisis: post
man Leh man Leh man Leh man
Portugal 6,270 2,311 22 5 172 D7 27 16
Qatar 13,649 3,319 27 7 232 B6 31 19
Romania 3,728 ™ 36 4 226 I8 23 12
Russian Federatioh 123,809 11,138 326 20 2,856 127 76 34
Saudi Arabia 22,997 0 27 0 270 0 32 0
Slovenia 3,815 1,407 19 7 172 13 22 19
South Africa 22,980 2,913 32 10 334 41 30 30
Spain 183,176 18,993 269 50 1,359 38 46 36
Sweden 66,016 4,695 117 11 664 30 41 15
Switzerland 100,474 17,095 101 16 882 | 58 56 46
Taiwan, China 9,705 1,336 229 e 491 80 25 19
Thailand 6,512 2 47 5 236 PO 28 15
Turkey 41,565 6,6 128 8 1,742 427 71 49
Ukraine 7,565 22 74 al 491 10 38 7
United Arab Emira| 26,941 3,05 69 7 531 2 55 16
United Kingdom 385,362 48,013 700 B9 3,216 151 77 75
United States 1,322,710 281,958 4,530 1jo53 13,878 B, 376 2 8 85
Vietnam 1,108 40 15 5 34 5 6 14
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