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FOREVWORD

The Statistical Report Series consists of research carried out by
the staff and consultants of the Economcs O fice. The purpose of the
Series is threefold. First, it deals with studies on the quality and
conparability of the data conmpiled by the Bank from national sources in
its menmber countries and data prepared by, i nt ernati onal
organi zations. Second, it attenpts to fill information gaps by deriving
new statistical series from avail abl e data. Third, it presents
new applications of statistical methods for use in the Bank's
operati onal work.

The Statistical Report Series is distributed mainly to Bank
staff. However, the reports are also available to individuals and
organi zations in the Bank's nenber countries upon request.
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Magni t ude zero

©
*O 1o

Magni tude | ess than 0.005 billion
Provi sional or prelimnary estinmates
BI S Bank for International Settlenments
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I MF, |IFS I nternational Monetary Fund,
International Financial Statistics
ODA O ficial Devel opnent Assistance
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. 1 NTRODUCTI ON

1. It is generally recognized that the lack of conprehensive
data an the external i ndebt edness  of | ess-devel oped countries
constitutes a major gap in the information required by both borrowers
and lenders. It has even been suggested that the inadequacy of data
perhaps contributed to the recent external debt crises.Y For nost of
the last decade, only, two agencies, viz,, the Wrld Bank and the
Organi sation for Econonmic Cooperation and Devel opment (OECD) conpiled
and published debt statistics of countries. Wile these sources

provi ded reliable estimates of debt to official (i.e., bilatera
and nultilateral) creditors, the data could not be used to estimate
total debts to private creditors. The need to fill this gap could wel

have been the primary notivation for the Bank for Internationa

Settlenents (BIS) to start publishing in 1978 the assets and
liabilities of conmercial banks in 14 industrial countries and for the
commercial banks thenselves to jointly put up the internationa
Institute of Finance in 1982. 1In Januarv 1984, the Internationa
Monetary Fund (1 MF) i ntroduced a nunber of international banking
statistics tables in International Financial Statistics (IFS).

2. Wth these new sources of information, it now appears possible to
derive reasonably accurate estinates of the total debts of individua
countries. The main aim of this paper is to nmake such estinmates for the
Bank' s devel opi ng menber countries (DMCs). |In the process, the paper
al so presents the definitions necessary to interpret international debt
data, discuss and conpare the different data sources, and attenpt sone
breakdown of the total debt estimates into useful classes.

I'l. DEFINITIONS AND SOURCES CF DATA

3. The total external debt of a country is defined as the sumof its
liabilities to non-residents payable in foreign currency, goods or
servi ces. ? It could be conpiled functionally, according to

maturity, types of creditors and types of debtors. Thus, all debt with
original maturity of up to and including one year is classified short-
term the rest is mediumterm and long-term or long-term Creditors
(and debt owed to thenm) are often classified as official or private.

The former consists of nultilateral (e.g., ADB and Wrld Bank) and
bilateral (i.e. , governnment) |ending agencies. Bilateral <credits are
those given by governnents as well as those admnistered by

multilateral agencies on behalf of a single donor governnent. On the
ot her hand, loans from private creditors include suppliers' credits and
| oans from the international financial markets, nanely, bond issues and
conmer ci al bank |oans. As for debtors, the debt of a country's centra
governnment and other public bodies and that portion of private sector
debt which is guaranteed for paynent by a public body are wusually

v The AMEX Bank Review (1984). International Debt: Banks and
LDCS. Speci al Paper No. 10.

2 The conventional definition excludes debt arising from
mlitary transactions and liabilities to the |IM (except debt

fromthe | M- Trust Fund which is included).



aggregated and called external public/publicly guaranteed debt, or
external public debt; the rest is private non-guaranteed debt.

4. These then are the three nmain ways of classifying debt data:
by maturity, (short-ternmlong-term); by creditor (officiall/private);
and by debtor (public/private non-guaranteed). Oher breakdowns are
al so used, such as differentiating between bank and non-bank borrowers,
where the forner includes also the central nopnetary authorities.
Mor eover, debt statistics are nmeasured in tw ways: as stocks, such as
t he accumrul ated di sbursed outstandi ng debt (DOD) as at year-end; and as
flows, such as disbursenments, anortizations and interest paynents
during the year. This discussion is limted to external DOD estimates.

5. The World Bank's World Debt Tables (WDT) contains long-term
public debt data of its borrowing countries, long-term private non-
guar anteed debt of some (seven DMCs of the Bank), but no data of short-
term debt. The series start from 1970 and breakdowns by official and
private creditors are avail able. The OECD publishes external debt
data in its Geographical Distribution of Financial Flows (GDFF). In
principle, CGDFF data are supposed to cover fully long-term debt, except
that these are presented in a format different from the
Reconciliation of the data and formats of these two publications on
| ong-term debt and its further breakdown are difficult. There is full
agreenent between them only in respect of long-term debt owed to

official creditors. GDFF al so does not carry information on short-
term debt .

6. The only source currently available from which short-term
debt estimates can be derived is the BIS bi-annual report, "The
Maturity Distribution of International Bank Lending". However, the
coverage of this report is linmted to the assets and liabilities (in

i ndi vidual borrowing countries) of comercial banks located in 14
industrial countries.X Thus, the data are exclusive of official
credits, |ending by non-banks, and | ending by banks outside the 14 BI S-

v These are the G oup of Ten countries - Belgium and Luxenbourg,
Canada, France, Gernmany, Italy, Japan, Net herl ands, Sweden,
United Kingdom and United States - and Austria, Denmark, Ireland

and Switzerland. The accounts of the foreign affiliates of the
banks in these countries are also accounted for in the BIS data.



reporting countries.? Lastly, the addition of eight tables on
i nternational banking statistics in IFS hel ped provide a nmore conplete
picture of the |level of private |ending.

[11. ESTI MATES OF TOTAL PRIVATE CREDI T TO DMCs

7. The | FS table on cross-border interbank accounts reports on
the liabilities of individual borrow ng countries' nonetary authorities
and banks with non-resident banks; the transactions between nonetary
authorities are excluded (since these are part of official bilateral
| eading). These can be properly called the comrercial banks' credit to
banks (in the DMC). If we add to these ampunts the estimates of the
conmer ci al banks' credit to non-banks, the sum would be the DMC s total
debt to commercial banks.?

8. Table 1 shows a conparison between the |IM- and BI S-based
estimates of the total debt to commercial banks in 1982 of nine DMCs
with debts exceeding $1.0 billion (excluding the Republic of China). An
additional $49.0 billion was accounted for by IM, of whhich $43.6

billion can be traced to the differences in the estimates for the two
of fshore banking centers, Hong Kong and Singapore. (The 1983
data also showed a $43 billion difference in favor of IM). A sinilar

conpari son by the American Express Banking Corporation covering the 24
nost heavily indebted countries worldw de (but excluding offshore
banki ng centers) showed that | M- recorded $47 billion nore than the BIS
data base.® Thus, on the whole, the IM data base appears to have
substantially contributed to the inprovenent of the nonitoring and
measur ement of

v The BIS also has a quarterly press release, "International
Banki ng Devel opnents”, whose data are based on slightly fewer
reporting banks. There is also an on-going collaboration

between BIS and OECD to try, to reconcile and integrate their
dat a; see, for exanple, BISSOECD *"Statistics on External
I ndebt edness: Bank and Trade-Rel ated Non-Bank External Cl ainms on
I ndi vi dual Borrowing Countries and Territories". This is a bi-
annual report started in April 1984 with data begi nning from end-
1982.

= Unfortunately, the IFS data on credit to banks start from 1978
while «credits to non-banks start from 1981. For details,
including relevant concepts and definitions, see I|FS, January
1984. The relevant tables are 8yad and 7yrd an pages 46-52. X

A fourth source for a few DMCs is the conbination of BIS
and the World Bank. The BIS data can be used to estimate short-
term debt from banks (see para. 10). WB-WDT reports long-term
publicly guaranteed debt from private creditors and |ong-term
private non-guaranteed debt for sonme countries. The sum of these
values estinmate the total debt from private sources. The 1982
estimates are: Rep. of Korea ($25.79 billion), Philippines
(17.27), Thailand (7.49), Pakistan (0.75) and India (2.74). Note
that, excepting Pakistan, these values are higher than the | M
estimates.



Tahle 1: C arison of IMF, BIS and BIS/OECD Escimares

of Tocal Debt Erom Commercial Banks, 1982
(5 billion)

Borrowing DMC ™F BIS 815/0ECDY

‘e - a/

Singapore 65.88 45.04 J.IE—I

Hong Xong 62.78 40.06 6.802
Korea, Rep. of 22.58 23.24 23.88
Bhilippines 16.00 LZ2.55 10.29
Indonesia Iledl 3.95 10.30
Malaysia 8,44 R 5.34
Thailand 5.24 4,82 4.03
Pakiscan 1.44 0.B4 1.159
India 1.35 2.60 3.60
Chima, Rep. of Sig £.58 7.85
&

Tocal, excl. Bep. af China 194.82 145.83

wss data mot available.

a/ Debc of non-banks omnly.

b/ Estimates include nop=bank trade telated credits.
£/ Toctal not comparable.

commercial bank lending. However, some specifie country exesprions
arise, particularly when the BIS/OECD integrated data are considered
{see Table 1), Unlike che firsc cwo, this chird source includes lending
by non-banks consisting of non-bank trade related credits such as those
given by parent cowmpanies to thelr subsidiaries in the DMCs and other
uninsured private export credits extended directly to Zforeilgn buyers.
While in general this should be a negligible proportion of the total
debt, it could be a significant portiom of the deb:t from private
credicors in counctries that rely wmpost heavily om official sources
of credit. An example is India, whose |982 commercial bank debt as
recorded in IFS was 5$1.35 billienm, but whose coral debt from privarce
creditors as reported in BIS/O0ECD was $3.66 billien. In such cases, it
is tempting Eo accept the bigger amount, the pature of the subject baing
that, {n maecrters af debror reparting, errors of omission are more




likely than double counting.¥ In fact. it has been observed that the
total debt reported by creditors exceeds the total debt ascribed to

i ndi vi dual borrowers. It is estimated, for instance, that the total
worl d (including devel oped countries) lending of banks to non-banks in
1983 was $679 billion, but $98 billion of this remnins unallocated to

i ndi vidual countries (IFS, July 1984, pp. 53-54).

9. In this paper, estimates are nade of individual DMCs' debts
to private creditors by the highest value among the IM-, BIS and
Bl S/ OECD sources. These estimates are given in Table 3, as of end-
Decenber 1981 and end-June and and- Decenber of 1982-1983.

| V. ESTI MATES OF SHORT- TERM DEBT

10. The general statenment can be nmade that sone private credit is
short-term but, for all practical purposes, credit from official
sources is long-term To estimate the proportion of private credit
that is short-term we can use the BIS reports which break down the
clains of the reporting banks in individual countries by residual
maturity, nanely:

(i) clains with residual maturity up to and
i ncl udi ng one year;

(ii) clainms with residual maturity over one
year up to and including two years, and

(iii) ~clainms with residual nmaturity over two years.

In a given year (i) above includes, anmobng others, credits given wth
original maturity of one year or less and long-term credits coming to
maturity within 12 nonths. The latter, however, is (ii) of the previous
year (assuming no restructuring of the long-term credits takes place).
Therefore, the outstanding short-term debt in a given year can be
estimated from (i) of that year mnus (ii) of the previous year. For
exanple, the reported outstanding debt wth mturity up to and
including one year of the Philippines as of end-Decenber 1979 was
$3,925 million and its outstanding debt with maturity, over one year up
to and including two years as of end-Decenber 1978 was $331 nillion.
Hence, an estimate of its short-term debt as of end-Decenmber 1979 was
$3,925 million - $331 mllion = $3,524 nmillion. The values obtained
this way, expressed as a percentage of the BIS total, may, be used to
estimate the proportion of short-term debt out of the total private
debt. These are also shown in Table 3. As nentioned earlier, only the
BIS reports carry information au the maturity distribution of
commerci al bank | ending; hence, there seems to be no alternative to the
estimates being proposed here other than not estimating at all.

11. Also, (i) above contains a variety of short-term assets by the
reporting comercial banks, such as trade bills and working bal ances
with other banks (in the developing country), as well as revolving
credits whose | atest date of repaynent falls due within a year. In this



sense, the estimtes obtained from the procedure proposed in the
previ ous paragraph deviate slightly from the standard definition of
short-term debt given in paragraph 3.

12. Technically, a possible source of overstatement could arise
from short-term loans to banks in a country, part or all of which is
relent to entities outside the country; this, however, is known to

occur only in sone upper inconme developing countries and in any case
only to a srmall degree. On the other hand, it is conceivable that sone
DMCs have short-termliabilities to non-banks as well as to banks other
than the BIS-reporting banks, such as Arab banks. It is to be noted,
however, that the DMCs wth Jlarge short-term debts, nanely, the
Republic of Korea, Philippines and Thailand are non-Islanmc countries.
Hence, their liabilities to the Arab banks may be expected to be
relatively small.

13. At any rate, it is to be noted that the BIS data are used to
estimate the proportions only. The actual short-term debts are
estimated by nultiplying these proportions by the total private debt
figures given in Table 3.

14. The data for Hong Kong, Singapore and Vanuatu which operate
as offshore banking centers should be interpreted differently and with
caution. Apart from these countries, six DMCs have end-1983 short-term

debts in excess of $2 billion, as shown in Table 2. It should be noted
that no South Asian DMC is in the list. Two DMCs - the Republic of
Korea and the Philippines - had short-term debts in excess of $10

billion in 1983, followed by Indonesia with $4.5 billion. The Republic
of Korea's short-term debt has continued to grow from just under $10
billion in end-1981 to $14.6 billion in end-1983. The Philippines'
short-term debt declined by alnmost $1.5 billion from 1982 to 1983, npst
likely because of non-renewal of revolving credits and wi thholding of
new | oans. I ndonesia, Thailand and Mal aysia have showed noderate
growh in their short-term borrowi ngs. Mreover, the relatively |ower
short-term private debt ratios of Indonesia and Ml aysia indicate that
these countries have continued to obtain better terns for their
borrowi ngs from the private capital markets. The Republic of China has
been able to maintain a conparatively stable |level of short-term debt.

V. DEBT TO OFFI Cl AL CREDI TORS

15. The authorative data for official debt are those from the Wrld
Bank's Debtor Reporting System which are published in WDT. These are
shown in Table 3, with a breakdown by nultilateral and bilateral
sources. Unlike debts to private creditors, which are published each
quarter and semester, official debt data are conpiled on an annual
basi s.

VI . ESTI MATES OF TOTAL DEBT

16. Table 3 gives two estimates of total debt. The first one, the sum
of the private and official debts, follows the usual definition used in
nost of the available literature on the subject. It does not include



the debt to the IM-, with the exception of the portion owed to the
Trust Fund (see footnote 2/ on page 1) . To this are added the other
debts to the I M, which cover all outstanding repurchase obligations in
respect of all uses of IM- resources and all of the special facilities
(the buffer stock, conpensatory financing, supplenentary financing, and
oil facilities), but excluding the reserve tranche and the |IM- Trust
Fund. O the first total, Table 3 also shows the percentage that is
classified as official devel opment assistance (ODA).Y This used to be a
good indicator of the borrower's dependence on aid from officia

| eaders. However, this is now only partly true. Rising interest rates
have caused the loans on non-concessional terns from nultilatera

lenders to be classified as non-concessional (or non-ODA). Only the
flows from the soft loan facilities of these agencies (e.g., Asian
Devel opnent Fund of ADB and International Devel opnent Association of
the Worl d Bank) and part of the bilateral loans still qualify as ODA

v ODA is defined as loans from official sources given for the
promotion of the econoni c devel opment and welfare of the
reci pient country and which contains a grant element of at |east
25 per cent. The grant elenent of a loan is a measure of its
concessionality and is a function of the interest rate, maturity
and grace period. It is conputed as the difference between the
face value of the | oan and the present value of the principal and
interest paynents over the life of the loan, expressed as a
percentage of the face val ue.








































FOOTNOTES

al The following countries are excluded due to insufficient data:
Af ghani st an, Bhutan, Canbodia, Cook Islands, Kiribati, Lao PDR, Tonga
and Viet Nam

b/ For Burma and India, Debt to Oficial Creditors are as at and of
the fiscal year, e.g., the data wunder the caption Dec. 1981 are
actually, as at end-March 1982.

c/ FromBIS.
d/  From BI S/ OECD.
e/ Operates as an offshore banking center.

f/ Data include deposits of foreign non-banks in Ml aysian banks (line
7ydd of IFS), of the following amounts. 0.13 (Dec. 1981), 0.15 (June
1982), 0.16 (Dec. 1982), 0.30 (June 1983), 1.20 (Dec. 1983).

g/ Data are net of foreign currency assets of O fshore Banking Units
(OBU) in Mnila. These also include deposits of foreign non-bank in
Phili ppine Banks (line 7ydd of IFS), of the following anbunts: 4.75
(Dec. 1981), 5.10 (June 1982), 5.21 (Dec. 1982), 4.81 (June 1983), 5.51
(Dec. 1983).

h/  Prelimnary. This is the estimate available "in the market"; see
e.g., Bulletin Today, 8 August 1984, quoting figures from the second
quarter report of the Central Bank.

i/ Prelimnary estimate obtained as a residual, i.e., 25.60 - 19.60 -
0. 94.

Prelimnary estinmate obtained as a residual, i.e., 25.60 - 0.94.

k/ Prelimnary, estimate, from statenent of the Governor, Bank of

Thai l and, as quoted in ADB Daily Digest. 8 Aug. 1984.

[/ Prelimnary estimate obtained as a residual, i.e., 11.00 - 5.64 -
0.91.

m Prelimnary, estimate obtained as a residual, i.e., 11.00 - 0.91.
n/ FromBIS for 1981 and June 1982, BI S/ CECD for the rest.

o/ Forecast assuming the same growh rate in 1982/1983 as in
1981/ 1982.

Sour ces, unless footnoted otherw se:

IFS for debt to private creditors of DMC bank and non-bank and
debt to I MF.

BIS for short-termdebt as per cent of total private debt.
WDT for debt to official creditors.



