
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
How did Chinese banks’ cross-border lending evolve after the pandemic?

2

Focus
• Did lending patterns change against recent 

tensions and increasing geoeconomic 
fragmentation? 

• Chinese foreign policies
• Borrower characteristics 

Empirical Approach
• 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

Contribution
• Compare market shares
• Borrower risk: debt burden, sanctions, corruption
• Chinese foreign policies: Belt and Road Initiative 

(BRI) and PBOC swaplines

Findings
• Changing patterns: trade correlation weakens, FDI 

stronger
• Reinforced by Belt-and-Road Initiative (BRI)
• Not reinforced 

• by Swaplines or 
• for Connector countries 

• Chinese banks have a different perception of risks
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Background 
Despite slowdown: Chinese banks’ are the largest lenders to EMDEs
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Largest banking system in the world USD 52 trillion
(cross-border+domestic)

4 out of 29 GSIBs are Chinese (ABC, BOC, CCB, 
ICBC)

Chinese banks are the largest cross-border lenders to 
EMDEs.
• Slowdown in global XB lending with pandemic, 

including Chinese banks in both levels and mkt 
shares

• # most dependent borrowers fell post-pandemic, 
stabilizing at about 60/140 EMDEs

• But, heterogeneity in the evolution across EMDE 
borrowers.

During Covid: discussions about indebtedness of 
low-income countries.
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Background: The average borrower country differs
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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.

=> Do Chinese banks have a 
different perception of risks, did 
that change?
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Background: Proceeding by nationality is key
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Source: Cerutti, Casanova, and Pradhan 2023
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Background: Proceeding by nationality is key
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Source: Cerutti, Koch, and Pradhan 2018

When EME banks lend to EMEs, only 1/3 is extended from headquarters.
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Related Literature
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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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How did Chinese banks’ cross-border lending evolve after the 
pandemic?

Background
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)

Conclusions
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i) Empirical Approach: Highlighting Chinese banks
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑙𝑙,𝑏𝑏,𝑡𝑡 = 𝛼𝛼 +  𝛽𝛽𝑑𝑑𝑙𝑙𝑙𝑙 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑙𝑙𝑙𝑙 + 𝜷𝜷𝒆𝒆′ 𝒍𝒍𝒍𝒍 𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒍𝒍,𝒃𝒃,𝒕𝒕−𝟏𝟏 +𝜷𝜷𝒃𝒃′ 𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏

+ 𝛾𝛾𝑑𝑑 𝐶𝐶(0/1)𝑙𝑙𝑙𝑙𝑡𝑡 ∗ 𝑙𝑙𝑙𝑙 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑙𝑙𝑙𝑙 + 𝜸𝜸𝒆𝒆′ 𝑪𝑪(𝟎𝟎/𝟏𝟏)𝒍𝒍𝒍𝒍𝒍𝒍 ∗ 𝒍𝒍𝒍𝒍 𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒍𝒍,𝒃𝒃,𝒕𝒕−𝟏𝟏
+ 𝐹𝐹𝐹𝐹𝑙𝑙 + 𝐹𝐹𝐹𝐹𝑡𝑡  + 𝜀𝜀𝑙𝑙,𝑏𝑏,𝑡𝑡

+ 𝜸𝜸𝒃𝒃′ 𝑪𝑪(𝟎𝟎/𝟏𝟏)𝒍𝒍𝒍𝒍𝒍𝒍 ∗ 𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏 

With:
𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑙𝑙,𝑏𝑏,𝑡𝑡 Ln(Outstanding loans) or Mkt share in % of lender country in borrower country b in year t
𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑙𝑙𝑙𝑙 Weighted distance, a proxy for informational frictions
𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒍𝒍,𝒃𝒃,𝒕𝒕−𝟏𝟏 Economic ties: Volume of bilateral trade, total portfolio investment (equity, debt), and FDI 
𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏 Borrowers’ characteristics: 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑏𝑏, 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑏𝑏,𝑡𝑡−1, 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑏𝑏,𝑡𝑡−1 ,  and 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑏𝑏,𝑡𝑡−1

𝑪𝑪(𝟎𝟎/𝟏𝟏)𝒍𝒍𝒍𝒍𝒍𝒍 Indicator of Chinese banks

(2)
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i) Are Chinese Banks Different? Outstanding loans
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• 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

=> Do Chinese banks have a different 
perception of risks, did that change?
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i) Are Chinese Banks Different? Market shares
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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

=> Our comparison suggests that Chinese 
banks have a different perception of risks.
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ii) Empirical Approach: Only Chinese Banks
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑏𝑏,𝑡𝑡 =  𝛼𝛼 +  𝛽𝛽𝑑𝑑𝑙𝑙𝑙𝑙 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑏𝑏 + 𝜷𝜷𝒆𝒆′ 𝒍𝒍𝒍𝒍 𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒃𝒃,𝒕𝒕−𝟏𝟏 +𝜷𝜷𝒃𝒃′ 𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏+ 𝐹𝐹𝐹𝐹𝑡𝑡 + 𝜀𝜀𝑏𝑏,𝑡𝑡

With:
𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑙𝑙,𝑏𝑏,𝑡𝑡 Ln(Outstanding loans) or Mkt share in % of lender country in borrower country b in year t
𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑙𝑙𝑙𝑙  Weighted distance, a proxy for informational frictions
𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒍𝒍,𝒃𝒃,𝒕𝒕−𝟏𝟏 Economic ties: Volume of bilateral trade, total portfolio investment (equity, debt), and FDI 
𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏 Borrowers’ characteristics: 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑏𝑏, 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑏𝑏,𝑡𝑡−1, 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑏𝑏,𝑡𝑡−1 ,  and 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑏𝑏,𝑡𝑡−1

Standard errors are robust.

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

(3)
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=> Foreign policies?
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ii) Only Chinese banks: Market shares and China’s foreign policies
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• Trade switched, even negative post-
COVID ✓

• Chinese FDI stronger post-COVID ✓

• Ptf. Investment is negative ✓ 

• High public debt service ✓

• Corruption positive and very large✓

• BRI turns more positive post-COVID

• Swaplines insignificant post-Covid.

• Sanctions: limited evidence.

|  Cathérine Casanova  |  SNB16-Sep-25



ii) Chinese banks: Market shares and foreign policies: Interactions

14

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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Robustness
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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
How did Chinese banks’ cross-border lending evolve after the pandemic?
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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

19

Bank Characteristics across banking systems1 

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

 

1  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 IQ; World Bank (Bank Regulation and Supervision Survey); Authors calculations.  

 

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 
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i) Empirical Approach: Starting Point all bank nationalities
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑙𝑙,𝑏𝑏,𝑡𝑡 =  𝛼𝛼 +  𝛽𝛽𝑑𝑑𝑙𝑙𝑙𝑙 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑙𝑙𝑙𝑙 + 𝜷𝜷𝒆𝒆′ 𝒍𝒍𝒍𝒍 𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒍𝒍,𝒃𝒃,𝒕𝒕−𝟏𝟏 +𝜷𝜷𝒃𝒃′ 𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏+ 𝐹𝐹𝐹𝐹𝑙𝑙 + 𝐹𝐹𝐹𝐹𝑡𝑡 + 𝜀𝜀𝑙𝑙,𝑏𝑏,𝑡𝑡

𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑙𝑙,𝑏𝑏,𝑡𝑡 Ln(Outstanding loans) of lender country in borrower country b in year t
𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑙𝑙𝑙𝑙  Weighted distance, a proxy for informational frictions
𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒍𝒍,𝒃𝒃,𝒕𝒕−𝟏𝟏 Economic ties: Volume of bilateral trade, portfolio investment (equity, debt), and FDI 
𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝑩𝒃𝒃,𝒕𝒕−𝟏𝟏 Borrowers’ characteristics: 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑏𝑏, 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑏𝑏,𝑡𝑡−1, 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑏𝑏,𝑡𝑡−1 ,  and 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝑏𝑏,𝑡𝑡−1

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

(1)
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i) Basic relationships across all bank nationalities
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• Economic ties foster lending

• Larger distances deter cross-
border bank lending. 

• Commodity (+) & corruption (--) 

• Similar pre- & post-COVID

Economic Effect

A one standard deviation of public 
external debt to GDP (=20.074) would 
increase lending by just 0.08 percent.
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ii) Only Chinese banks: Outstanding amounts 
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• Trade less significant post-
COVID ✓

• Chinese FDI stronger post-
COVID ✓

• Commodity positive ✓

• BRI significant pre + post

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

23 16-Sep-25 |  Cathérine Casanova  |  SNB

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

−Countries with 
governance issues 
benefited even more 
pre-COVID



Digging Deeper into Sanctions
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−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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