Chinese Banks and their Cross-Border EMDE
Borrowers: An Evolving Relationship

Presented by Cathérine Casanova and Swapan-Kumar Pradhan

Authors: Cathérine Casanova (SNB), Eugenio Cerutti (IMF) and Swapan-Kumar Pradhan (BIS)

16 September 2025

The views are those of the presenter and should neither be associated with the BIS, the IMF nor the SNB.



Outline

Focus Contribution
* Did lending patterns change against recent « Compare market shares
tensions and ingreasing geoeconomic - Borrower risk: debt burden, sanctions, corruption
fra.gmentatlo.n. N « Chinese foreign policies: Belt and Road Initiative
* Chinese foreign policies (BRI) and PBOC swaplines
« Borrower characteristics
Findings
Empirical Approach « Changing patterns: trade correlation weakens, FDI
stronger

* Panel data analysis: 2017-2022
» Up to 86 EMDE borrower countries

» Chinese parent banks compared with other bank
nationalities

» LHS: Outstanding amounts and market shares

« Reinforced by Belt-and-Road Initiative (BRI)
* Not reinforced
* by Swaplines or
» for Connector countries
« Chinese banks have a different perception of risks

2 16-Sep-25 | Cathérine Casanova | SNB SNB BNS =F



Background
Despite slowdown: Chinese banks’ are the largest lenders to EMDEs

Largest banking system in the world USD 52 trillion

Chinese banks?

(cross-border+domestic) Per cent USD bn =
4 out of 29 GSIBs are Chinese (ABC, BOC, CCB, - .
ICBC) 16 400 i
Chinese banks are the largest cross-border lenders to 14 350 %
EMDEs.
12 300

« Slowdown in global XB lending with pandemic, i
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stabilizing at about 60/740 EMDEs : .

Number of borrower countries for which

« But, heterogeneity in the evolution across EMDE Chinese banks are the top lenders

borrowers.

During Covid: discussions about indebtedness of
low-income countries.

3

16-Sep-25 | Cathérine Casanova | SNB SNB BNS =F



Background: The average borrower country differs

The average borrower country
from Chinese banks differs from
that of other bank nationalities.

More likely to be:

« A commodity exporter

« Higher corruption perceptions

« Less creditworthy and/or
riskier than the average
borrower of other lending bank
nationalities.
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Average borrowers’ profile of Chinese banks and other lenders, end-20221

Weighted by share of cross-border lending to counterparty borrowing countries Graph 4
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The Corruption index has been rescaled such that lower scores mean that a borrower country is percetved as being less cormupt. To do so, we have set the lowest
score to zero and then we divided by the standard deviation of the new scores.

Fed coloured symbols = Chinese banks as top lenders to 35 out of 86 EMDE borrowers; Blue coloured symbols = Chinese banks as lenders to 86 EMDE borrowers;
Black coloured symbols = Other 35 bank nationalities” as lenders to 36 EMDE borrowers.

! The list of counterparty countries is restricted to 86 EMDESs as in the regression sample.  © Weighted score derived for all individual bank nationalities, and
then the aggregate score for 33 bank nationalities is caleulated as weighed score of individual parents.

Sources: IMF Fiscal Survey; BIS locational banking statistics; authors caleulations
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Background: Proceeding by nationality is key
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Background: Proceeding by nationality is key

When EME banks lend to EMEs, only 1/3 is extended from headquarters.

Lenders by bank Location of Location of
nationality lending banks borrowers

EMEs
£3,724 bn
Dfl'!lmu
offices
H offices

e
X

Head

Source: Cerutti, Koch, and Pradhan 2018
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Related Literature

A few studies have analyzed Chinese XB lending. Their focus and coverage is complementary.

« As of 2018, Chinese banks’ cross-border lending was correlated much than of any other bank nationality
with trade, less with FDI and, unlike all other creditor banks, their lending was correlated negatively with
their portfolio investment patterns. (Cerutti et al; 2023).

« China's state-driven international loans (the Chinese state and state-owned Chinese entities) typically
resemble commercial rather than official lending. (Horn, Reinhart, and Trebesch; 2021)

« Other literature has covered Chinese policy initiatives such as BRI

« Silk Road Fund, most of the Chinese funding for these projects originates from state-directed
development and commercial banks (OECD; 2018).

« Almost all Chinese rescue loans have gone to low- and middle-income BRI countries with significant
debt outstanding to Chinese banks. (Horn, Parks, Reinhart, and Trebesch, 2023)
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Empirical Approach
I.  Starting Point
 All bank nationalities with China interacted
ii. China only regressions
« China’s foreign policies
* Interact foreign policies (=> What drives the shifting patterns)
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1) Empirical Approach: Highlighting Chinese banks

Lending;,; = a+ Baln(Disty) + Beln(ECONyy, 1)+B,Borrower,, 4
+ 7, C(0/1)1 * In(Distyy) + v5C(0/1) 1, * IN(ECON g4 )+ V,C(0/1); = Borrowery, 4 (2)
+ FEl + FEt + gl,b,t

With:

Lending; p ¢ Ln(Outstanding loans) or Mkt share in % of lender country in borrower country b in year ¢
Dist;y, Weighted distance, a proxy for informational frictions

ECON;p ;-1 Economic ties: Volume of bilateral trade, total portfolio investment (equity, debt), and FDI
Borrowery ;4 Borrowers’ characteristics: Commo,,, Corrupty._,, Sanctiony, ., , and DebtBurden, ;_,
C(0/1) Indicator of Chinese banks
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1) Are Chinese Banks Different? Outstanding loans

Table 2: Chinese banks” lending patterns differ from that of other bank nationalities
FX- and break-adjusted stocks as dependent variable

DebtBurden= External public debt/GDP DebtBurden= Public debt service/ revenues
2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
Trade 0.29]%** 0.304%** 0.275%#% 0.283%* 0.295% 0.268%**
(0.009) (0.012) (0.013) (0.009) (0.012) (0.013)
FDI 0.162%** 0.167*** 0.156%+* 0.162%** 0.166%*** 0.156%**
(0.006) (0.009) (0.009) (0.006) (0.009) (0.009)
PFI 0.303*** 0.300%*** 0.310%** 0.303%** 0.299%** 0.312%%**
(0.008) (0.011) (0.012) (0.008) (0.011) (0.012)
Dist -0.312%** -0.339%%%* -0.294%* -0.324%4% -0.355%%%* -0.301%**
(0.019) (0.026) (0.027) (0.019) (0.026) (0.027)
DebtBurden 0.003%%#* 0.004%*+* 0.003%##* 0.001 0.002 -0.000
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
SovRating 0.011%%* 0.008 0.014%* 0.002 0.000 0.004
(0.004) (0.006) (0.006) (0.004) (0.006) (0.006)
Corruption -0.254%% -0.244%** -0.256%+* -0.273%** -0.265%** -0. 277k
(0.021) (0.030) (0.030) (0.021) (0.029) (0.030)
Commodity 0.387%** 0.392%** 0.384#4% 0.395%** 0.403%** 03874+
(0.024) (0.034) (0.034) (0.024) (0.034) (0.034)
WSanction -0.077 0.014 -0.177%* -0.101%* -0.007 -0.210%**
(0.050) (0.066) (0.076) (0.050) (0.065) (0.076)
Trade*CN 0.368%*** 0.472%%* -0.009 0.344%%* 0.441%%* -0.028
(0.104) (0.152) (0.123) (0.102) (0.150) (0.122
FDI*CN 0.147%%* 0.055 0.563 %+ 0.132%%** 0.043 0.537#%*
(0.049) (0.058) (0.072) (0.049) (0.056) (0.072)
PFI*CN -0.392%** -0.428%%%* -0.3] 2%k -0.423 %% -0.458%%%* -0.349%**
(0.070) (0.108) (0.083) (0.070) (0.111) (0.084)
Dist*CN -0.070 -0.059 0.054 -0.159 -0.178 -0.025
(0.146) (0.255) (0.171) (0.138) (0.243) (0.158)
DebtBurden*CN 0.007 0.010 0.009 0.014%** 0.013 0.015%**
(0.005) (0.008) (0.006) (0.005) (0.011) (0.005)
SovRating*CN -0.09] %% -0.0092 -0.045 -0.085%* -0.104%* -0.037
(0.035) (0.057) (0.043) (0.034) (0.055) (0.042)
Corruption*CN 0.132 0.115 0.364 0.119 0.069 0.348
(0.202) (0.317) (0.225) (0.205) (0.323) (0.231)
Commodity*CN 0.474%* 0.526% 0.072 0,577k 0.630%* 0.204
(0.205) (0.311) (0.243) (0.198) (0.298) (0.238)
WSanction*CN 0.822%%* 0.843%** 0.8927%#* 0.8597%:* 0.825%* 0.929°%**
- (0.244) (0.325) (0.246) (0.244) (0.339) (0.247)
10 16-Sep-25 | Cathérine Casanova | SNB

Trade less important for Chinese banks post-
COVID

FDI is more important post-COVID
Ptf. Investment is negative in general

High public debt service more lending post-
Covid

Corruption interaction not significant
Commodity positive, driven by pre-Covid

Western sanctions interaction significant
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1) Are Chinese Banks Different? Market shares

Table 3: Chinese banks’ lending patterns differ from that of other bank nationalities

Market share in foc- and break-adjusted amounts as dependent variable

DebtBurden= External public debt/GDP

DebtBurden= Public debt service/ revenues

2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
Trade 0.175%%% 0.2]15%%* 0.124%%% 0.170%** 0.2]13%%% 0.119%%*
(0.028) (0.041) (0.041) (0.027) (0.038) (0.037)
FDI 0.233%%% 0.226%%* 0.238%%* 0.234%%* 0.228%%% 0.238%%*
(0.022) (0.031) (0.030) (0.022 (0.031) (0.030)
PFI 0.236%%* 0.223%%% 0.251%%%* 0.252%%* 0.241%%% 0.266%%*
(0.026) (0.037) (0.038) (0.027) (0.038) (0.038)
Dist -1.364%%% -1.587#d* -1.179%#% -1.35] %% -1.573%%* -1.160%**
(0.100) (0.153) (0.128) (0.098) (0.149) (0.125)
DebtBurden 0.007* 0.005 0.007 -0.014%%* -0.017%#%* -0.014%%%
(0.003) (0.006) (0.004) (0.002) (0.004) (0.003)
SovRating -0.165%%%* -0.184%#4% -0.144#%% -0.207%** -0.220%%* -0.192%%%*
(0.018) (0.026) (0.026) (0.019) (0.027) (0.026)
Corruption -0.461%%* -0.511%4* -0.400%#* -0.509%** -0.517%%* -0.47 1%k
(0.090) (0.123) (0.132) (0.089) (0.123) (0.129)
Commodity 0.416%%* 0.558%%* 0.283%* 0.371%%* 0.501%%* 0.230%*
(0.079) (0.113) (0.110) (0.078) (0.113) (0.111)
WSanction -1.583%%% -1.556%+* -1.600%** -1 71 5%k -1.639%%* -1.780%**
(0.130) (0.202) (0.220) (0.152) (0.204) (0.221)
Trade*CN 1.357 2.766* -2.828* 1.235 2.714% 2.879%*
(1.044) (1.469) (1.549) (1.024) (1.456) (1.425)
FDI*CN 3.106%%* 2.209%%* R R 2.807%** 2.057H** 7.068***
(0.463) (0.538) (0.710) (0.460) (0.528) (0.682)
PFI*CN 5277 -5.701%%* -4 440%4k -5.927%%* -6.308%** -5.203%%%
(0.717) (1.089) (0.964) (0.716) (1.122 (0.939)
Dist*CN -1.349 -0.731 -0.230 -2.867%* -2.274 -1.577
(1.134) (1.807) (1.354) (1.145) (1.958) (1.206)
DebtBurden*CN 0.002 0.003 0.058 0.310”"’”’“ 0.243%%* 0.362%%*
(0.059) (0.095) (0.074) (0.062) (0.119) (0.067)
SovRating*CN -1.176%%* -1.482%* -0.444 -0.622% -1.196%+* 0.215
(0.395) (0.585) (0,548) (0.346) (0.530) (0.472)
Corruption*CN B.015%** 5.812%* 12.123%%%* B315%** 5.533%* 12.582%#*
(1.908) (2.823) (24207 (1.840) (2.766) (2216
Commodity*CN 8297w 10.402%+* 2.461 0.969*** 11.734%%* 4.739%*
(1.980) (2.880) (2.402) (1.946) (2.889) (2.373)
WSanction*CN -4.056 -5.230 -1.607 -1.543 -3.959 1.429
(4.681) (5.8001 (6.984) (4.627) (5.879) (6.775)
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Trade switched, even negative post-COVID
Chinese FDI stronger post-COVID

Ptf. Investment is negative, too

High public debt service, more lending

Corruption positive and very large for mkt
shares.

Commodity positive, driven by pre-Covid
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) Empirical Approach: Only Chinese Banks

Lending, s = a + Bgln(Dist,) + ﬁ;ln(ECONb,t_l)+ﬁ;,Borrowerb’t_1+ 5185 =0 G (3)

With:

Lending, p Ln(Outstanding loans) or Mkt share in % of lender country in borrower country b in year ¢
Disty, Weighted distance, a proxy for informational frictions

ECON;p¢—1 Economic ties: Volume of bilateral trade, total portfolio investment (equity, debt), and FDI
Borrowery ;4 Borrowers’ characteristics: Commo,, Corrupt, ;_1, Sanction, (—, , and DebtBurdeny ;_4

Standard errors are robust.

Add Chinese-specific variables: BRI, bilateral swaplines with the PBOC

12
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i) Only Chinese banks: Market shares and China’s foreign policies

Table 5: Zooming 1n on Chinese banks and Chinese foreign policies

Market share in fx- and break-adjusted amounts as dependent variable

DebtBurden= External public debt/GDP DebtBurden= Public debt service/ revenues
2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
Trade 1.563 3.085%* -2.236 1.436 3.112%* -2.284
(1.054) (1.487) (1.622) (1.033) (1.483) (1.496)
FDI 3.672%%% 2. 484 %% TSRS 3.420% %% 2.20] *#** 6.752%**
(0.476) (0.573) (0.765) (0.471) (0.557) (0.734)
PFI -5.330%k -5.88kk -4, 125%k% -5.909%** -6.51 7% -4, 783k
(0.749) (1.131) (1.014) (0.753) (1.169) (0.996)
Distance -0.213 0.024 0.332 -1.584 -1.315 -0.923
(1.247) (2.192) (1.472) (1.207) (2.291) (1.287)
DebtBurden -0.010 -0.016 0.020 0.295%*%* 0.247%%* 0.324%%%
(0.059) (0.096) (0.076) (0.064) (0.125) (0.071)
SovRating -1 115%%% -1.457%%* -0.561 -0.566 -1.109%* 0.087
(0.394) (0.590) (0.561) (0.362) (0.558) (0.494)
Corruption 7.760%** 4.999% 12.093%%% 8.085%** 4.698 12.695%%*
(1.882) (2.892) (2.445) (1.827) (2.855) (2.260)
Commodity 8.357#** 11.116%%* 2.579 0.843%%* 12.411+*%* 4.361%
(1.933) (2.879) (2.397) (1.907) (2.890) (2.357)
WSanction -12.983%* -13.162% -10.567 -10.459%* -12.539% -6.009
(5.498) (7.157) (8.866) (5.262) (6.886) (8.220)
BRI 78R HHHE 5.113 10.706%%* 7.680%** 4941 10.452%*%
(2.224) (3.117) (2.941) (2.234) (3.144) (2.897)
Swapline used 7.204%* 9.001%** 4.759 6.989%%* 10.027*** 3.188
(3.186) (4.175) (4.702) (2.868) (3.720) (4.212)
Observations 510 255 255 510 255 255
Adjusted R-squared 0.380 0.293 0.499 0.407 0.306 0.540
Fixed Effects year year year year year year
PCs 1 1 1 1 1 1
BCs 85 85 85 85 85 85
Start 2017 2017 2020 2017 2017 2020
End 2022 2019 2022 2022 2019 2022

« Trade switched, even negative post-
COVID v

» Chinese FDI stronger post-COVID v
« Ptf. Investment is negative v

« High public debft service v

» Corruption positive and very largev
« BRI turns more positive post-COVID
« Swaplines insignificant post-Covid.

e Sanctions: limited evidence.
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i) Chinese banks: Market shares and foreign policies: Interactions

Table 7: Does Geoeconomic fragmentation interact with FDI and Trade?

Market share in fic- and break-adjusted amounis as dependent variable

DebtBurden= External public debt/GDP DebtBurden= Public debt service/ revenues
2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
L.Trade 1.715 2244 -1316 1.394 2117 -1215
(1.358) (1987) (3.764) (1.626) (2.084) (3.609)
LFDI 2.043% 1.703 5.013%* 1.952%* 1.590 4 636%*
(0.941) (1.082) (2.262) (0.934) (1.126) (2.183)
Connector 33 -20.459%# -24.904*= -20.163 -19.052%+ 25321 -17.160
(9.004) (12.672) (14.056) (8347 (11.878) (12.844)
Trade * Connector33 2076 2.806* 2414 1.949 2872% 1.994
(1.261) (1.664) (2.173) (1.189) (1.571) (1.966)
FDI * Connector33 0.652 0.438 -0amn 0453 0.333 0284
0.937) (1.179) (1.64T) (0.902) {1.153) (1.459)
BRI 16.934* 12101 18.963 13779 9137 19.078
(9.993) (13.148) (21.373) (10.231) (13.333) (20.537)
Trade * BRI -1.782 -0967 -2470 -1.423 -0.633 -2.560
(1.435) (1.763) (3.550) (1474 (1.803) (3.378)
FDI* BRI 2.070% 1.173 29014 2.032% 1.168 2975
{1068} 1254y 2513 1085y 1272 2387
UN_US voting -35.078%%* 43 677** -30.543** -37.295%%* -45.047%%* -33.481%+
(11.930) (17.400) (15.233) (11.313) (16.474) (14.820)
Trade * UN_US voting 1968 4.015 1.890 2734 4516% 2922
(1.964) (2.633) (2.739) (1.826) (2.482) (2.600)
FDI * UN_US voting 1.736 0337 0.821 1.050 -0.264 0.093
{1.758) (2337) (24413 {1.650) 2.204) {2.340)
Constant 16.666 21.746 2416 20.779 26.843 11.828
(17.953) (28.033) (29.271) (15.743) (26.045) (25.097)
Observations 503 252 251 503 252 251
Adjusted R-squared 0.406 0318 0.504 0.431 0.332 0.543
Fixed Effects Year Fear year year Fear year
PCs 1 1 1 1 1 1
BCs 84 84 8 84 84 34
Start 07 2017 2020 2017 2017 2020
End 2022 2019 2022 2022 2019 2022

Lower market shares in Connector
countries before Covid.

What explains the increasing role of FDI?

* No significant interactions with
geoececonomic fragmentation
variables.
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Robusthess

BRI and Swaplines
« Entry and Exit: constant sample or interacting countries does not affect key findings

Most dependent borrowers
* More lending only before Covid
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Conclusions

Descriptive evidence suggests a slowing expansion of Chinese banks.

Findings

« Changing patterns: trade correlation weakens, FDI stronger

» Chinese banks have a different perception of risks

* Foreign policies: BRI became more, swaplines became less important

* No significant interactions with geo-ececonomic fragmentation variables

Overall
= Global supply-chain reallocations
= Increasing geo-economic fragmentation
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Additional Slides
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Background: Chinese banks’ balance sheet and ownership

Like other EMDE banks,
Chinese banks, have

* 43% government
ownership

« traditional lending
business

Like banks from advanced
economies

« Leverage

- ROE

* Funding structure
similar to JP banks

Bank Characteristics across banking systems’

By nationality, as of end-2019, in per cent

Loan/TA *—o *—o-o
Deposit/Funding *—o -® D
ROE eo—e-o

Leverage ratio —¢en—e

Govt Ownership » S~ * =
0 15 30 45 60 75
e EU e GB e US JP e CN ® EMexCN

T Based on the same of GSIB and DSIB banks in respective jurisdictions. EU comprises 42 banks of following
nationalities: Austria(2), Belgium(3), Germany(9), Denmark(3), Spain(8), Finland(1), France(6), Italy(5), Netherlands
(2) and Sweden (3); GB (5 banks), JP (8 ), US (17), CN (16 ); and EMexCN includes 23 banks of following
nationalities: Brazil(4), Indonesia(3), India(4), Korea(4), Mexico(1), Russia(3), Turkey(2) and South Africa (2).

Sources: Fitch Connect; Capital 1Q; World Bank (Bank Regulation and Supervision Survey); Authors calculations.
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1) Empirical Approach: Starting Point all bank nationalities

Lending,,: = a + Bqln(Disty,) + BoIn(ECON,y,_1)+BpBorrowery,, 1+ FE, + FE, + &5, (1)
Lending; , ; Ln(Outstanding loans) of lender country in borrower country b in year ¢

Disty, Weighted distance, a proxy for informational frictions

ECON;p¢—1 Economic ties: Volume of bilateral trade, portfolio investment (equity, debt), and FDI
Borrowery 4 Borrowers’ characteristics: Commoy, Corrupt, ;_1, Sanction, —, , and DebtBurdeny ;_4

Standard errors are clustered by lender. Panel at the level of borrower-lender pairs and time.

20
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1) Basic relationships across all bank nationalities

Table 1: How cross-border lending relates to bilateral ties and borrower characteristics

FX- and break-adjusted stocks as dependent variable

DebtBurden= External public debt/GDP DebtBurden= Public debt service/ revenues
2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
Trade 0.2096%** 0.310%** 0.280%** 0.287##* 0.301%** 0.271 %%
(0.009) (0.012) (0.013) (0.009) (0.012) (0.013) - H H
(0.006) (0.009) (0.009) (0.006) (0.009) (0.009)
PFI 0.293%** 0.292%%*:* 0.297%%* 0.293%%* 0.291*** 0.298%** H
° -
{6-668) 0-611) (G-612) (6-668) ANy 6612) Larger dIStances deter Cross
Dist -0.302%** -0.330%** -0.284%*x* -0.315%** -0.347%%* -0.293%** 1
(0.018) (0.025) (0.026) (0.019) (0.025) (0.026) border bank Iendlng
DebtBurden 0.004%*%* 0.004*** 0.003%** 0.001 0.002 0.000
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) ° I (+) I (__)
SovRating 0.008* 0.006 0.011* -0.000 -0.002 0.002 CommOdIty & corru pthI’]
(0.004) (0.006) (0.0006) (0.004) (0.0006) (0.000)
Corruption -0.244%%% 0233k -0.249%k% -0.265%#* -0.255%%* -0.270%** ° 1mi - -
(0.021) (0.030) (0.030) (0.021) (0.030) (0.030) Slmllar pre & pOSt COVI D
Commodity 0.409%*** 0.409*** 0.412%** 0.419%** 0.421%** 0.417***
(0.024) (0.034) (0.034) (0.024) (0.034) (0.034)
WSanction -0.062 0.032 -0.168** -0.086* 0.009 -0.199%*
(0.049) (0.065) (0.075) (0.049) (0.065) (0.075) .
AGDP 0.032 -0.719%%* 0.347%* -0.007 -0.689%* 0.277 Economic Effect
(0.141) (0.245) (0.172) (0.143) (0.251) (0.173)
Observations 18.504 9.252 9.252 18.504 9.252 9.252 A one standard deviation of public
Adjusted R-squared 0.745 0.747 0.743 0.744 0.747 0.743 -
Fixed Effects PC+year PC+year PC+year PC+year PC+year PC+year eXternaI debt to G D P (_20 074) wou Id
PCs 36 36 36 36 36 36 increase lending by just 0.08 percent.
BCs 86 86 86 86 86 86
Start 2017 2017 2020 2017 2017 2020
End 2022 2019 2022 2022 2019 2022
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i) Only Chinese banks: Outstanding amounts

Table 4: Zooming 1n on Chinese banks and Chinese foreign policies

FX- and break-adjusted stocks as dependent variable

DebtBurden= External public debt/GDP

DebtBurden= Public debt service/ revenues

2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
Trade 0.654%%* 0.774%%* 0.305%* 0.625%** 0.744%%* 0.286%*
(0.107) (0.158) (0.135) (0.106) (0.156) (0.133)
FDI 0.346%** 0.234%** 0.664%%* 0.330%%* 0.217*%* 0.643%%*
(0.052) (0.061) (0.082) (0.051) (0.058) (0.081)
PFI -0.107 -0.149 -0.007 -0.132* -0.183 -0.031
(0.072) (0.111) (0.087) (0.073) (0.1106) (0.089)
Distance -0.121 -0.097 -0.108 -0.201 -0.201 -0.169
(0.164) (0.296) (0.182) (0.155) (0.282) (0.169)
DebtBurden 0.008* 0.011 0.008 0.013%** 0.015 0.012%*
(0.005) (0.008) (0.006) (0.003) (0.012) (0.005)
SovRating -0.059* -0.062 -0.028 -0.057* -0.071 -0.024
(0.033) (0.056) (0.042) (0.034) (0.055) (0.041)
Corruption -0.092 -0.153 0.127 -0.117 -0.214 0.110 d
(0.202) (0.330) (0.231) (0.205) (0.340) (0.235)
Commodity 0.821%** 0923 *+& 0.467* 0.920%** 1.034%** 0.568**
(0.204) (0.312) (0.253) (0.196) (0.295) (0.243) hd
WSanction 0.014 0.187 0.048 0.004 0.089 0.070
(0-268) (63623 (6:352) (6:259) (0-34%) (0:339)
BRI 0.83]%%* 0.763%* 0.774%* 0.847#%* 0.781%%* 0.790%*
(0.253) (0.361) (0.362) (0.253) (0.364) (0.357)
Swapline used 0.698%** 0.841 *** 0.496* 0.739%%** 0.967%** 0.496*
(0.195) 0.277) (0.267) (0.185) (0.276) (0.252)
Observations 510 255 255 510 255 255
Adjusted R-squared 0.524 0.439 0.644 0.527 0.439 0.647
Fixed Effects year year year year year year
PCs 1 1 1 1 1 1
BCs 85 85 85 85 85 85
Start 2017 2017 2020 2017 2017 2020
End 2022 2019 2022 2022 2019 2022

BRI significant pre + post

Swaplines less post-Covid
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Chinese banks’ lending: Effects for most dependent

borrowers
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Table 7: Chinese banks’ lending: Effects for most dependent borrowers

Fx- and break-adjusted amounts as dependent variable

DebtBurden= External public debt/GDP DebtBurden= Public debt service/ revenues

2017-22 2017-19 2020-22 2017-22 2017-19 2020-22
Lender 2.3014%% 2.620%%% 1.698%*¥ 2.0214k% 2.110%4* 1.520%%*
top 0.214) (0.327) (0.269) (0.231) (0.378) (0.287)
Debt burden* -0.001 0.001 -0.002 0.013 0.033* 0.005
top (0.006) (0.010) (0.008) (0.010) (0.017) (0.010)
Commodity* -0.521% -0.292 -0.650% -0.502% -0.302 -0.594*
top (0.293) (0.467) (0.344) (0.299) (0.477) (0.352)
Sovereign* -0.087+* -0.106* -0.056 -0.086%** -0.115%* -0.049
rating top (0.038) (0.060) (0.045) (0.037) (0.057) (0.044)
Corruption* 0.7124%% 0.863%* 0.269 0.7114%* 0.883%* 0.243
top 0.261) (0.398) (0.318) (0.256) (0.388) (0.315)
Observations 510 255 255 510 255 255
Adjusted R? 0651 0.612 0.706 0652 0.613 0.707
Fixed effect year year year year year year

1 1 1

Parents 1 1 1 1 1 1
CPC 85 85 85 85 85 85

This table shows some selected estimation results for specification (3) with military sanctions, while adding interaction effects and a standalone
variable. The standalone variable indicates that China is the top lender for a specific borrowing country 1n that period. We interact this indicator
with other borrower characteristics, one at a time for each regression. All other coefficient estimates are available upon request. Otherwise, the
regressions are based on the sample for China as the only lending parent bank nationality and up to 86 borrower countries (BCs). The dependent
variable 1s the logarithm of FX- and break-adjusted outstanding cross-border bilateral lending with In(X+1). Annex Table 4 exhibits the
corresponding descriptive statistics, Annex Table 6 lists all included counterparty countries. Standard errors in parentheses are clustered by
lending parent country with r *** p<0.01, ** p=0.05, * p<0.1

—Top borrowers
display positive
relationship during
entire period, but
less post-COVID.

—Countries with
governance issues
benefited even mo
pre-COVID

re
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Digging Deeper into Sanctions

Table 6: Chinese Banks” Lending: Different Types of Sanctions

Miilitary sanctions Financial sanctions Trade sanctions
Sanctions 2017 2017 2020 2017 2017 2020 2017 2017 2020
imposed by - - - - - - - - -
2022 2019 2022 2022 2019 2022 2022 2019 2022
FX- and break-adjusted stocks as dependent variable
Western only 0.06 027 0.03 0.13 -0.19 0.53%* -0 5G4k -0.64%* -0.47F*
(0.27) (0.37) (0.36) (0.18) (0.29) (0.20) (0.20) (0.32) (0.22)
China only -0.14 -0.18
(0.84) (0.84)
Western and 1.01%* 1.72%* -0.51 0.35 Q.70 0.06 042 0.34
China (0.59) (0.67) (0.56) (0.40) (0.60) (0.36) (026) (0.29)
Market share in fx- and break-adjusted amounts as dependent variable
Western only -11.69%* -11.58% -9.86 -7.9g%#% -11. 87=%= -3.83 -5 70=E= -6.62%% -4.12
(5.34) (7.01) (8.82) (1.84) 2.71) (2.40) (2.18) (3.16) 2.78)
China only 0.00 0.00 0.00 -3.00 -5.71
(0.00) {0.00) (0.00) (4.43) (4.73)
Western and 32.01%%* 31.98%%*% 25 42%%% -0.90 -2.13 0.17 -16.03%%* -1B.ga4=**
China (6.57) (9.36) (5.10) (9.58) (13.31) (11.69) G.17 (3.52)

This table shows estimation results for specification (3) with China as the only lending parent bank nationality and up to 86 borrower countries (BCs).
The dependent variable 15 the loganithm of outstanding cross-border bilateral lending with In(X+1) in the top panel and Chinese banks™ market share
n total lending to a particular borrow country n the bottom panel. Only coefficient estimates for the different types of sanctions are reported wiule
other estimates are available upon request. This table shows the results when using External public debt over GDP for the DebiBurden vanable.
“Western only™ 15 defined such that the indicator switches to one if at least one Western country imposes sanctions. If China imposes the same type
debt over GDP for the DebtBurden variable. Results for using debt service over revenues as a measure for the debt burden are available upon request.
Annex Table 4 exhibits the corresponding descriptive statistics, Annex Table 6 lists all included counterparty countries. Standard errors in parentheses

are clustered by lending parent country with r *** p<<0.01, ** p<0.05_ * p<0.1

—Wider coverage of

military, financial, or

trade sanctions

—No clear evidence

that China has taken

advantage of
Western sanctions
to increase
lending/mkt share
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