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Abstract

What is the spark that ignites a financial boom-bust cycle? This study revisits the

Less Developed Country (LDC) crises of the 1980s to shed light on this question.

Analysis using a newly-digitized historical loan-level dataset shows that banks

exposed to the Eurodollar market and inflows of oil receipts from foreign govern-

ments in the 1970s increased their supply of credit to Latin American countries.

Following the Mexican default in 1982, these banks contracted lending and faced

severe losses. Countries more exposed to loan inflows from global banks experi-

enced a compression of spreads during the boom, followed by painful recessions

and financial crises during the bust. The findings highlight how a credit supply

shock to global banks can translate into boom-bust cycles in faraway places, and

they point to a sudden rise in global savings as a primary culprit in explaining

financial crises.
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I. INTRODUCTION

Real economic activity crumbles during a financial crisis, and as such researchers have
investigated the origins of financial crises in painstaking detail. A central conclusion
is that credit supply expansion is a primary culprit; large increases in debt along with
compressed risk spreads reliably predict financial crises, declines in economic activ-
ity, and large drops in bank equity values.1 However, there remains debate on the
ultimate cause of the credit supply expansion that precipitates a crisis.2 Explanations
include financial liberalization, expansionary monetary policy, profligate debtor be-
havior, flawed expectations, and a sudden excess of saving relative to investment de-
mand. Put differently, what is the specific spark that ignites the boom-bust cycle?

This study tackles this question by revisiting one of the most important series of fi-
nancial crises in history: the Less Developed Country (LDC) crises of the 1980s, in
which Latin America played the traumatic lead role. In the history of crises, the pe-
riod between World War II and the early 1980s stands out as one of exceptional calm.
Variously called the Trente Glorieuses in France, the Wirtschaftswunder in Germany, or
Golden Age of Capitalism in the United States, this period of high and relatively sta-
ble economic growth was followed by recurring boom-bust cycles in the years since.
Surprisingly, however, there is relatively limited empirical evidence documenting the
causes of this first wave of the 1980 boom-bust cycles that centered on Latin America.

The argument put forth in this study is that the rapid increase in Eurodollar deposits
within the London financial sector in the 1970s was a central culprit in explaining the
boom-bust cycle in Latin American economies. In the economic history literature, this
view has been commonly referred to as the “Petrodollar Recycling Hypothesis”: the
large oil price increases of 1973 and 1979 led to a rapid influx of dollars into the Eu-
rodollar market, and these dollars were lent by international banks to Latin American
businesses and governments, generating the subsequent boom-bust cycle. This study
uses a novel data set and an empirical strategy based on variation in the exposure
of banks to the Eurodollar market to provide evidence supporting this hypothesis. It
therefore supports the view that a primary instigator of a boom-bust cycle is a sudden
rise in savings entering the international financial system.

The empirical analysis relies on a novel data set on bank loans and bank branch loca-
tions during the 1970s and 1980s. In particular, we draw on newly digitized contract-

1The predictive power of medium-run increases in the private debt to GDP ratio on financial crises
and economic slowdowns has been documented, among others, by Borio and Lowe (2002), Schularick
and Taylor (2012), Jordà, Schularick, and Taylor (2013), Baron and Xiong (2017), Mian, Sufi, and Verner
(2017), Müller and Verner (2023), Ivashina, Kalemli-Özcan, Laeven, and Müller (2024), and Krishna-
murthy and Muir (2025).

2See, for example, the discussion in Section 3.2 of the survey article by Sufi and Taylor (2021).
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level data on large loans during the period 1973 to 1989. In essence, the new data-
bank is a historical counterpart to widely used commercial offerings such as LSEG’s
Dealscan. Importantly, these data allow us to track essentially the universe of cross-
border lending flows at the time, including information on the borrowers, lenders,
and detailed contract terms. We complement these data with several other newly con-
structed historical datasets on the branch presence and balance sheets of global banks.

The data set allows us to directly test the idea that there was substantial recycling of
petrodollars through the London branches of global banks. Still the world’s domi-
nant financial center at the time, London maintained its unique role for global finance
through the Eurodollar market. Driven partly by regulatory arbitrage, the Eurodol-
lar market involved the trading of U.S. dollars outside of the United States. As such,
banks with an existing presence in London as part of their historical branch networks
were more likely to attract dollar deposits from oil-producing states as oil prices rallied
in the 1970s.

We begin by showing that U.S. banks with a branch in London as of 1967 were consid-
erably more likely to receive increased foreign deposits during the 1970s, particularly
from foreign governments. The timing of these increases corresponds closely with the
oil price shocks of the 1970s. Having a branch in London is associated with a 27.774
percentage point higher share of deposits outside of the United States at the beginning
of the lending boom in 1976. Corresponding with the oil price shock of 1979, banks
with a presence in London also saw a jump in their share of deposits coming from
foreign governments by 2.628 percentage points.

We show that this recycling of petrodollars was associated with a considerable credit
expansion during the boom, which ultimately sowed the seeds of the bust. Banks
with London branches extended more credit, especially to Latin American govern-
ments. U.S. banks with London branches also expanded their overall balance sheet,
particularly by increasing their lending to foreign borrowers. After the inflection event
of Mexico’s default in 1982, banks with London branches soon contracted their loan
book and retreated from Latin America. They also ultimately recorded more non-
performing loans and decreasing profitability. These findings are a first indication
that the London-specific credit supply shock caused by an inflow of Eurodollar de-
posits played a role in the boom-bust cycles to developing countries.

Next, we use the detailed loan-level data to better isolate a role for credit supply. After
all, banks’ credit expansion and subsequent contraction may also reflect demand fac-
tors such as a change in the composition of borrowers. By comparing loans to the same
borrower by banks with and without London branches (Khwaja and Mian, 2008), we
can rule out such alternative explanations. We provide evidence that banks exposed
to the Eurodollar market in London charged lower credit spreads during the boom,
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especially to Latin American governments. Taken together with the large expansion
in credit, this pattern suggests a critical role for credit supply, which later reversed
during the bust.

Why did some countries experience larger loan inflows during the boom than others?
We document a critical role for “Push factors,” and exposure to banks with London
branches in particular. Countries that had already received loans by London banks in
the early 1970s also saw larger inflows after the oil price shocks. The governments of
countries experiencing larger inflows borrowed at higher initial spreads and shorter
maturities, suggesting that the credit expansion favored riskier borrowers, consistent
with an expansion in credit supply. Capital account openness and a lower distance
from the U.S. are also correlated with larger loan inflows. Importantly, however, we
find limited evidence that the lending spree was fueled by underlying initial produc-
tivity (GDP growth and investment rates). In a horse race, being exposed to London
banks is the single most important predictor of the credit boom.

In the final part of the paper, we assess the macroeconomic implications of a credit
supply shock permeating through the networks of global banks. We show that coun-
tries experiencing a larger inflow of cross-border loans during the boom of the 1970s
initially saw a larger economic expansion, but ultimately fell victim to severe reces-
sions and a series of sovereign debt crises. A greater expansion in cross-border lend-
ing during the boom predicts a greater contraction in both loan volume and economic
activity during the bust. Increased borrowing of one percentage point of GDP during
the boom also predicts a 0.621 percentage point increase in the probability of experi-
encing a sovereign debt crisis during the 1980s. We confirm this result by using the
fact loan inflows are partly predictable: the component of the credit boom explained
by a country’s higher initial exposure to London and credit risk also predicts a boom-
bust pattern. As such, these findings point to potentially severe implications of major
swings in global credit supply.

While our analysis is centered around a particular historical case study, the Eurodollar-
funded boom of the 1970s and LDC crisis wave of the 1980s, we believe the implica-
tions are much more general. For one, as of 2023, the Eurodollar market is estimated
to have a size of $14 trillion and remains a critical funding market for global banks. In-
deed, in many ways, the credit boom many countries experienced during the 2000s in
the run-up to the European Sovereign Debt Crisis was reminiscent of the run-up to the
LDC crisis, in that global banks awash with Eurodollar liquidity extended their supply
of credit to periphery countries in a search for yield (Reinhart and Rogoff, 2009; Blan-
chard, Giavazzi et al., 2010). As such, we believe our findings underscore the potential
risks stemming from credit supply shocks to the international banking system.
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Related literature and contribution. A central contribution of this study is to use
micro-economic data to pinpoint a specific causal chain between a sudden increase
in the supply of savings entering the international financial system and a boom-bust
cycle, therefore supporting the broader hypothesis that financial crises are a result of
imbalances in the supply of saving relative to the demand for investment. This is
related to studies that have argued that the “Global Savings Glut” of the 1998 to 2006
period was a cause of the boom-bust cycle that ended with the Global Financial Crisis
of 2007 to 2009 (e.g., Bernanke, 2005; Alpert, 2014; Mian and Sufi, 2015; Wolf, 2015).
In its approach to identification of the cause of boom-bust cycles, the most similar
study is Jordà, Schularick, and Taylor (2015a), who exploit variation across countries
in exchange rate regimes to argue that monetary policy expansion fuels a boom-bust
cycle in housing and the broader economy.

The findings presented here are related to the broader literature on credit booms and
financial crises (Gourinchas and Obstfeld, 2012; Schularick and Taylor, 2012; Jordà,
Schularick, and Taylor, 2015b; Müller and Verner, 2023; Sufi and Taylor, 2021). While
most of this literature has focused on expansions in domestic credit, cross-border bor-
rowing, capital inflows, and loose global financing conditions also foreshadow bank-
ing crises (e.g., Bruno and Shin, 2015; Caballero, 2016; Aldasoro, Borio, and Drehmann,
2018; Cesa-Bianchi, Eguren Martin, and Thwaites, 2019). Similarly, lending to ever
more distant places has also been shown to be one indication of a dangerous credit
boom (Granja, Leuz, and Rajan, 2022; Giannetti and Jang, 2025), perhaps because of
the information asymmetries inherent in providing loans across borders (Khwaja and
Mian, 2005). By constructing several new historical datasets, we are able to link a spe-
cific, clearly identifiable credit supply expansion from its petrodollar origins through
the London Eurodollar market and to the ultimate crashes in the developing world,
using not only aggregate time series but also granular loan-level data. While there is
considerable evidence that crises are transmitted through the internal capital markets
of banks (e.g., Huber, 2018; Tripathy, 2020; Popov and Horen, 2015; Ongena, Peydró,
and van Horen, 2015; Hale, Kapan, and Minoiu, 2019), we believe our paper is the
first clear-cut evidence of how a “displacement shock” (Kindleberger, 1978)—such as
the sudden inflow of petrodollars into London—can generate a boom-bust cycle with
global reach.3

This study also contributes to the literature on the interaction of global banks and
sovereign debt distress. Morelli, Ottonello, and Perez (2022) show that shocks to the

3The intertwining of bank balance sheets and sovereign debt, and the potential resulting “doom
loop,” has also been extensively studied (e.g., Gennaioli, Martin, and Rossi, 2014; Acharya, Drechsler,
and Schnabl, 2014; Brunnermeier, Garicano, Lane, Pagano, Reis, Santos, Thesmar, Van Nieuwerburgh,
and Vayanos, 2016; Bocola, 2016; Farhi and Tirole, 2018). However, this work is mostly silent on the
effect bank credit supply may exert on borrower countries or the pricing of their sovereign debt.
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balance sheets of global banks transmit to emerging market sovereigns’ borrowing
costs, and argue they also matter for economic fluctuations in the debtor countries.
This study isolates an exogenous shock to the funding availability to global banks,
and it shows how this shock ultimately led to sovereign defaults in Latin America.

Finally, this study contributes to the literature that investigates the Latin American
debt crisis and the preceding boom. In a classic early account of the Latin American
crises, Diaz-Alejandro (1985) focused on the role of financial liberalization in driv-
ing the boom, including the role of unfettered cross-border lending flows. Other ac-
counts have emphasized the role of structural problems in the borrowing countries
(Sachs, 1989b), a piling up of government debt (Krugman, 1988), rising US interest
rates (Meyer, 1989), and the collapse of commodity prices (Cline, 1989). To be clear,
our work does not negate a role for these other factors. But the evidence we pro-
vide suggests that the boom and bust in developing countries during the 1970s-80s
is perhaps best understood as a classic case of an excessive increase in private and
public debt fueled by credit supply, which ultimately culminates in a sovereign debt
crisis. As such, our paper complements Robert Devlin’s eloquent 1989 book “Debt
and Crisis in Latin America: The Supply Side of the Story” (Devlin, 1989) and other
accounts putting an emphasis on the role of international lenders rather than borrow-
ers (Folkerts-Landau, 1985; Sachs, 1987; Federal Deposit Insurance Corporation, 1997;
Pettis, 2017).

II. DATA

For the main part of our analysis, we draw on several newly constructed historical
datasets: (1) a newly digitized dataset of (mostly syndicated) loan contracts covering
1973-89; (2) newly digitized data on the historical branch network of banks in each
country as of 1967; (3) bank-level data from the FDIC Call Reports and manually-
collected historical data from The Banker magazine; and (4) cross-country data on
macroeconomic statistics, sovereign debt events, and banking crises. We describe
these datasets in turn and provide more details, including additional summary statis-
tics, in Online Appendix A.2.

II.1 A New Global Loan-Level Dataset, 1973-89

The backbone of much of our analysis is a rich new dataset on 17,215 loan contracts
covering 153 countries for the period 1973-89. These data were painstakingly man-
ually digitized and recorded in a harmonized manner in a structure that resembles
widely used commercial data providers such as LSEG’s Dealscan.
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Figure 1 shows images of the two sources underlying this data effort. From 1973 to
1981, the World Bank published a report called “Borrowing in International Capital
Markets” that tabulated newly issued cross-border loans. The report includes infor-
mation on the borrower, lender(s), loan size, maturity, interest rate spread, reference
rate, and other contract details. While the structure of these tables is relatively stan-
dardized, the data still had to be manually transcribed due to some intricacies of how
some variables are recorded.

Unfortunately, the World Bank stopped the publication of this report in mid-1981. We
thus draw on a second source: historical print editions of Euromoney magazine. Since
the inception of the Eurodollar market, Euromoney publicized new loan issues in al-
most all of its monthly editions, mostly in a less structured full-text format. In essence,
these data resemble that published as “tombstones” of loan contracts, a print notice
formally announcing the transaction. Similar to the World Bank’s publication, we can
extract all key variables of a loan contract. We use the Euromoney data for the years
1981-89, which are not (fully) covered by the World Bank.4

Table 1 provides an overview of the new database we construct. In total, we have in-
formation on 17,215 individual loan contracts adding up to a total issuance of $2245
billion. Between the early 1970s and late 1980s, the international loan market saw a
staggering increase in its size from $21 billion in 1973 to $320 billion in 1988. Panel A
of Figure 3 plots the overall growth of the market, as well as its regional composition.
A look at the yearly volume of newly issued loans clearly shows two major demar-
cation points in the history of cross-border lending: the pull-back in 1975 during the
foreign exchange market turbulences following the collapse of Herstatt Bank, and the
staggering contraction in new loans surrounding the LDC crises in the early 1980s.

Our database also highlights the global nature of this period of international cross-
border lending. The 5,473 unique borrowers in our data come from a total of 153
countries, covering the entire gamut of economic and financial development. These
loans are arranged by a total of 827 unique lead banks, although–similar to the mod-
ern period–the market is highly concentrated among a relatively small number of big
players.

4One limitation of the Euromoney data is that we do not know the exact issuance date of a loan for
all years, only when it was first reported in Euromoney magazine. Throughout the paper, we allow for
a reporting lag and assume that a loan was issued two months before it appears in Euromoney. Because
we do not make use of the monthly dimension of the data, this admittedly ad-hoc assumption does not
affect any of our results.
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II.2 How Comprehensive Is The Historical Loan-Level Data?

A natural question is how representative the newly collected loan-level is relative to
the size of cross-border lending at the time. Answering this question is complicated
by the fact that the widely used Locational Banking Statistics produced by the Bank
for International Settlements (BIS) were in their current form only introduced in 1977.
In fact, the BIS started compiling these statistics precisely because the major central
banks had become worried about the extent of cross-border borrowing.

That said, we have reason to believe that our loan-level data likely captures close to
the universe of cross-border lending flows at the time. The most detailed comparison
we can make is that with statistics on the size of the Eurodollar loan market published
by Morgan Guaranty Trust in its World Financial Markets publication. Time series
produced by the BIS and published in its annual reports at the time also give us some
indication.

As Figure A.3a shows, the total issuance of new loans in our dataset captures essen-
tially the entirety of this market between 1973 and 1983, the most critical period of
boom and bust for our analysis. Figure A.3b shows there is also an almost perfect
cross-sectional correlation between the total amount of newly issued loans we observe
in our data relative to what is reported in World Financial Markets.

II.3 Historical Bank Branching Networks

A critical input for our empirical analysis is banks’ exposure to the London Eurodollar
market. Ideally, we would like to have data on bank balance sheets that unambigu-
ously shows their US dollar deposits in London from the beginning of the Eurodollar
market’s expansion in the 1960s onwards. Unfortunately, such data are not available.
Even for large US institutions, the FDIC Call Reports only record much more aggre-
gated information on deposits in branches outside of the United States, and these data
were only collected starting in the late 1970s.

We thus rely on a measure of pre-existing exposure to London based on a bank’s
branch presence. Specifically, we use the 1967 branch network data taken from the
Banker’s Almanac and create a dummy variable 1{London} that takes the value 1 for
banks with a branch in London, and 0 otherwise. This measure, while simple, has
several appealing features. For one, the Banker’s Almanac published historical data on
the addresses of bank branches in essentially every country, including a comprehen-
sive list of banks with a London presence. By digitizing these data for the period well
before the credit boom preceding the LDC crisis, we can assess for each bank active in
the cross-border loan market whether they likely had access to London’s Eurodollar
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market or not.

It is also relatively straightforward to assess the plausibility of the London dummy
measure. As we will document below, U.S. banks with London branches relied con-
siderably more on foreign deposits (“Eurodollars”) as of 1976, when the FDIC’s Call
Reports first report this data. For a subset of publicly-listed banks, we can also ver-
ify that London banks’ reliance on these Eurodollar deposits in fact increased during
the 1970s. Based on additional information digitized from the Banker’s Almanac and a
1978 report in The Banker, banks with a London presence also had much higher overall
number of branches and more connections to oil-producing states, which deposited
large amounts of dollars in London during the 1970s oil price shock.

II.4 Bank-Level Data

We draw on two sources of bank-level information. One has been widely used (the
FDIC Call Reports), the other has been newly digitized from print editions of The
Banker’s Top Banks ranking.

FDIC Call Report Data For banks in the United States, we use an extended ver-
sion of the FDIC’s Call Reports data. From 1976 onwards, these data are relatively
easily accessible through WRDS. We use the version available from Philipp Schnabl’s
website (Drechsler, Savov, and Schnabl, 2017), which pre-processes some variables to
create consistent time series. Because this version of the Call Reports does not include
all variables we need for our analysis, we add additional data from the Call Reports
available on the website of the Federal Reserve Bank of Chicago.

Because we are also interested in the period before 1976, we obtained Call Reports for
1960-75 through a FOIA request from the Board of Governors of the Federal Reserve
System. These data have a similar structure to the later Call Reports. Section A.2.2
contains additional information on data cleaning and variable construction.

Historical International Bank Data Because the Call Reports only cover U.S. banks,
we also draw on historical editions of The Banker to add balance sheet information for
international banks. In particular, we digitize data on banks’ total assets, leverage,
and profits published in the “Top 500” or “Top 300” rankings of the world’s largest
institutions for the benchmark years 1975, 1980, and 1988.

These data are by no means comprehensive. By definition, they are limited to the
largest institutions, some of which may disappear from the ranking from one year to
another. For this reason, we focus entirely on changes in international bank outcomes,
where we require a bank to be present in all three years (1975, 1980, and 1988). See
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Section A.2.3 for details.

II.5 Cross-Country Macroeconomic Data

The main source of macroeconomic data we use is the Global Macro Database (Müller,
Xu, Lehbib, and Chen, 2025). This dataset merges, cleans, and combines time series
from major aggregators such as the World Bank and IMF, and further extends them
using historical data sources. For our purposes, what matters is that their coverage
also extends to no longer existing countries such as the German Democratic Republic
or Czechoslovakia, who were relatively frequent borrowers in the cross-border loan
market.

We are also interested in information on whether countries experience various types
of crises. We thus obtain data on the incidence of systemic banking crises from Laeven
and Valencia (2020). Information on sovereign defaults and haircuts comes from Cruces
and Trebesch (2013) & Asonuma and Trebesch (2016).

III. THE EURODOLLAR MARKET AND THE LESS

DEVELOPED COUNTRY DEBT CRISIS

This section describes the historical origins of the boom in global lending during the
1970s that sowed the seeds of the LDC crisis.

III.1 The Rise of the Eurodollar Market

The Eurodollar market is made up of institutions that operate outside of the United
States and whose liabilities are denominated in U.S. dollars (Friedman, 1971). In 1968,
these institutions, or Euro-banks, operated mostly in Western Europe, primarily in
London, as well as some other financial centers such as Canada, some Caribbean Is-
lands, and Lebanon (Klopstock, 1968). In the early era of the Eurodollar market, the
role of banks was limited to financial intermediation, in that they predominantly chan-
neled deposits from multinational corporations to borrowers including other banks,
foreign governments, and corporations (Swoboda, 1968).

The Eurodollar market’s origins can be traced to 1958, coinciding with the full imple-
mentation of the Bretton Woods system and the adoption of currency convertibility.
At the time, Eurodollars were essentially a financial innovation, and London served
as the hub. In fact, the first documented example of active Eurodollar “recycling” was
a transaction by Midland Bank, which utilized dollar-denominated debt to address
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its liquidity needs and capitalized on profitable domestic investments in the United
Kingdom. These kinds of early experiments set a precedent for the Eurodollar mar-
ket’s later operational dynamics (Schenk, 1998).

The growth of the Eurodollar market in London proceeded largely unimpeded. Reg-
ulators showed a combination of inability, reluctance, and uncertainty regarding the
necessity of intervening. This stood in stark contrast to the more proactive stance
adopted by their counterparts elsewhere in Europe: “In mid-1960s the Swiss launched
a gentlemen’s agreement with Swiss banks not to accept short term foreign currency
deposits in order to stop the inflow of hot money... France and Germany also prohib-
ited the payment of interest to foreigners” (Schenk, 1998, p. 234). As such, regulators
in London tacitly approved London as the center of the Eurodollar market, as reflected
in a 1968 quote from a Bank of England official: “however much we dislike hot money
we cannot be international bankers and refuse to accept money” (Schenk, 1998, p. 235).

In the United States, banks operated under Regulation Q, which imposed a ceiling on
deposit interest rates. However, this regulation did not extend to deposits accepted
by U.S. banks’ overseas branches (Bernal, 1982). This regulatory discrepancy, coupled
with the expansion of American multinational corporations, created an incentive for
U.S. banks to open branches abroad to collect deposits. Figure 2 illustrates this growth.
It shows that the share of total liabilities of U.S. banks held in foreign branches in-
creased from just over 5% in 1970 to over 20% in 1981.5 Such international expansions
were further fueled by intensifying domestic funding competition, as the money mar-
ket and Certificates of Deposit (CDs) attracted substantial inflows (Devlin, 1989).

In summary, the driving forces behind the rise of the Eurodollar with London at its
epicenter can be summarized with a quote by (Schenk, 1998, p. 237): “A combination
of Bank of England support, Treasury tolerance, and controls elsewhere created a reg-
ulatory environment which gave London a competitive advantage in the Eurodollar
market”.

III.2 Petrodollar Recycling and the 1970s Boom

Petrodollars are funds generated from selling oil in U.S. dollars. Following the oil price
increases of 1973 and 1979, OPEC members in particular generated massive dollar
revenues. Their net foreign assets increased by $485 billion between 1973 and 1982.

However, oil-producing states experiencing this sudden increase in revenues often
did not have the domestic capacity to absorb these excess savings. In most cases,

5While this data includes liabilities in all foreign branches, not just the ones located in London, this
period was also characterized by a rapidly increasing footprint of global banks in London specifically.
Figure A.4 shows that both foreign bank presence and staff employed in London close to tripled over
the 1970s.
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their financial systems were not sufficiently developed to facilitate an intermediation
of these funds to borrowers abroad (Sherbiny, 1986). This led to the implementation
of multiple international consortia of banks, where Arab banks relied on the expertise
and scale of their international counterparts to deploy the excess savings they had
amassed.

The largest recipient of these savings were the United States with a share of 16%, fol-
lowed by the United Kingdom, whose share stood at 11%. Not only did the U.K.
receive an outsized share of funds compared to its size, but the uses of funds were
also vastly different. While the majority of the funds flowing to the United States were
invested in safe assets, OPEC’s investments in the United Kingdom were dominated
by foreign currency deposits into Eurodollar banks (Sherbiny, 1986).

As described in the previous section, London’s Eurodollar market had been estab-
lished as a venue for banks to collect international deposits. This situated the banks
in this market as prime recipients of dollar-denominated funds precisely at the time
when an excess of such funds became available in the form of Petrodollars. Banks
consequently engaged in so-called “Petrodollar recycling”, where these excess funds
were lent to borrowers around the world, often to non-oil producing countries faced
with severe financing needs in the wake of the oil price shocks.

The IMF under its Managing Director Johannes Witteveen set up multiple facilities in
an attempt to alleviate the global imbalances that resulted from the oil price shocks:
first was the “Oil Facility” immediately after the oil price shock of 1974, and after its
expiry in 1976, the “Supplementary Financing Facility”, often called the “Witteveen
facility” (Boughton, 2001). These facilities had the stated objective to provide relief for
oil importers facing rising trade deficits by channeling Petrodollars from oil exporters
who were flush with savings (International Monetary Fund, 1996).

However, IMF officials realized that private institutions would play a major role in
channeling excess savings to countries in need of financing, and they identified the
Eurodollar market as the main mechanism to do so (International Monetary Fund,
1996). Banks were politically pressured to participate in this process. As a former
economic advisor to President Ford noted: “the entire Ford Administration, including
me, told the large banks that the process of recycling petrodollars to the less developed
countries was beneficial, and perhaps a patriotic duty” (Hanc, 1998, p. 206).

Whether as a “patriotic duty” or for other reasons, private banks engaged in large
amounts of Petrodollar-recycling via the Eurodollar market. Total outstanding loans
by U.S. commercial banks to Latin America skyrocketed from 29 billion dollars in 1970
to 159 billion dollars in 1979, to 327 billion in 1982 (Federal Deposit Insurance Cor-
poration, 1997). For the largest nine US lenders, loans to Latin America amounted to
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176% of their capital, and total LDC debt even reached 290% of capital in 1982.6

III.3 From Boom to LDC Crisis

Following the large expansion of cross-border loans during the 1970s, the boom came
to an abrupt halt in the early 1980s, and turned into what in Latin America is known as
la decada perdida, the “Lost Decade”. The announcement of Mexico’s finance minister
Jesus Silva Herzog that Mexico would be unable to service its debt in August 1982
is often seen as the key turning point. Many other developing countries followed
Mexico’s pivotal declaration. A study by the World Bank shows that 38 developing
countries engaged in external debt re-negotiations during 1982-85 (World Bank Group,
1986). This need to restructure debt loads was particularly severe in Latin America:
all major Latin American countries with the exception of Colombia faced an external
debt crisis during the 1980s (Sachs, 1987).

Our syndicated loan database reflects the sudden stop in lending to Latin America
that resulted from this wave of defaults and restructurings. Figure 4 illustrates that
loan issuance to Latin America drastically declined, starting with the Mexican de-
fault in 1982. This decline was much more dramatic than for other emerging mar-
ket economies, leading to an almost complete halt of loan issuance to Latin American
borrowers by the mid-1980s. The severity of the crisis in Latin America specifically is
also reflected in the spreads charged in that region, plotted in Figure 5. The spread
between borrowers in Latin America compared to other emerging markets widened
to more than a full percentage point in the years immediately following the Mexican
default.7

The lost decade had severe real economic consequences in Latin America. Devlin (1989)
motivates his analysis of the causes of the Latin American debt crisis as follows: “A
good summary statistic of the region’s plight is per capita income: at the end of 1987
it was nearly 6 percent lower than the figure registered in 1980”. This particularly
painful adjustment was in part necessitated by the fact that, during the credit boom
preceding the crisis, Latin American economies increasingly neglected the export-
oriented production of tradable goods. Because domestic sales do not generate U.S.
dollar income, the result was an exacerbated foreign currency mismatch, which made
repaying the debt later on all the costlier (Sachs, 1986).

6Detailed accounts of this “petrodollar recycling hypothesis” can be found in Folkerts-Landau
(1985), Darity and Horn (1988), Devlin (1989), and Pettis (2017). See also the summary provided in
Mian and Sufi (2018).

7We can verify these results from our loan database using external data: Appendix Figure A.5 shows
that secondary market prices for Latin American debt reflected discounts even when compared to other
emerging market economies.
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In narrative accounts on the causes of the LDC crises, petrodollar recycling via com-
mercial banks has frequently been discussed as a main culprit for the over-extension of
loans that sowed the seeds for the subsequent bust (Devlin, 1989; Sachs, 1987; Federal
Deposit Insurance Corporation, 1997).8 However, for lack of available data, this pop-
ular explanation for the LDC debt crisis has not been empirically tested in a rigorous
way. In the following sections of this paper, we provide granular bank- and loan-level
evidence to back up this narrative explanation.

IV. GLOBAL BANKS AND BOOM-BUST CYCLES: THE

SUPPLY SIDE STORY

In this section, we provide evidence that the Eurodollar market played a central role
in the boom-bust cycle of the 1970s and 80s. During the boom, higher exposure to the
Eurodollar market led to an expansion of credit supply, particularly in Less Developed
Countries (LDCs), which then reverted during the crisis episodes of the 1980s.

IV.1 London Branches and Eurodollar Exposure

We begin our empirical analysis with a simple observation: the Eurodollar funding
market of the 1960s and 70s was decidedly geographically concentrated in London.
Because of the British capital’s long history as a financial hub, and British regulators’
embrace of the Eurodollar market, it was here that banks received large inflows of U.S.
dollar deposits, and especially so during the second half of the 1970s.

To test for the effects of this credit supply shock, we exploit variation in banks’ histor-
ical branch presence. While the Eurodollar market expanded starting in the 1960s, it
was not before the 1970s oil price shocks that it became an important funding source
for global banks. To measure a bank’s exposure to the Eurodollar market, we thus
construct a simple dummy variable called London branchi, equal to 1 for banks that
had a branch in London as of 1967, and thus before the boom, and 0 otherwise.

Table A.2 in the Online Appendix reports summary statistics for several variables de-
pending on whether or not a bank had a London branch as of 1967. We also report
a t-test for the equality of means between the different groups of banks. Because it is
not entirely clear what a reasonable comparison group of non-London banks should
look like, we report these statistics for three samples: the full sample of U.S. banks

8Other popular explanations include, but are not limited to: profligate borrowing and spending by
LDC governments, adverse effects of commodity price declines on exporters, increasing debt servicing
burdens from rising US interest rates.
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in the Call Reports (N = 10, 950), U.S. banks active in the international loan market
(N = 25), and a sample of the largest global banks (N = 300).

Perhaps unsurprisingly, banks with a London branch are different from other banks.
They are larger and perhaps have somewhat higher leverage; if they are in the U.S.,
they also rely more on non-core liabilities. But the key difference between London
banks and others lies in the structure of their deposit base: those with a base in London
rely disproportionately more on foreign deposits, including by foreign governments.

To more formally test whether the London indicator indeed captures differences in the
exposure of banks to the Eurodollar market, we run the following regression specifi-
cation:

(1) Yi = α + βLondon branchi + εi,

where London branchi continues to measure whether a bank has a London branch
as of 1967. Note that, because the Call Reports only start reporting some variables
in 1976, the years for which we can define the dependent variables differ somewhat
across specifications. Similarly as above, we run our estimations for two different
samples: The first sample includes all banks, the second sample is restricted to large
international banks .9

Table 2 reports the results. Columns (1)-(4) look at measures of deposit structure,
which we can measure for U.S. banks only. In column (1), we start by looking at the
share of banks deposits in foreign branches as of 1976, the first year this information is
reported in the Call Reports. This measure essentially measures a bank’s reliance on
Eurodollars, which are U.S. dollars held outside of the United States. The coefficient of
0.278 is highly statistically significant at the 1% level. Relative to the full-sample mean
of 0.001, London banks are much more reliant on deposits collected in their foreign
offices. The results are quite similar when we take as a comparison group large banks
that either gave at least 5 loans in the international loan market or appeared in the
rankings of the largest international banks in Panel B. Thus, the differences in deposit
structure are not merely driven by bank size.

In column (2), we also find similar results when we restrict the sample to publicly-
listed U.S. banks included in Compustat Bank. Importantly, we have data on foreign
deposits for this smaller sample of banks starting in 1970, which allows us to also test
for an increase in foreign deposit reliance between 1970 and 1976 in column (3). The
coefficient implies that London banks not only had higher foreign deposits as of 1976,

9Specifically, we include banks that either issued at least five loans in our international loan database,
or are included in the magazine The Banker’s ranking of top international banks.
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but indeed increased their reliance on Eurodollars between 1970 and 1976 by 8.989
percentage points.

The results in column (4) provide some suggestive evidence that the increase in foreign
deposits was at least in part driven by petrodollar recycling. The share of London
banks’ deposits coming from foreign governments between 1976 and 1981 increased
by 0.026 more than for non-exposed banks. As we will document below, the timing of
this increase in deposits by foreign governments lines up precisely with the late-1970s
oil price shock and the accompanying dollar windfall gains of oil-producing states.

Columns (5)-(7) look at a broader sample of global banks for which we have infor-
mation either on bank branches or international loans. Column (5) shows that banks
with a London branch have a larger international footprint, in that they have branches
in 2.584 more countries on average. Column (6) suggests they are significantly more
likely to have a branch in an oil-producing country. Finally, column (7) shows that
London banks are also considerably more likely to found a consortium with banks
from oil states, which played an important role in the credit expansions of the 1970s.

To better understand the dynamics of the increases in Eurodollar deposits documented
above, we turn to a bank-level event study specification:

(2) Yit = αi + δt + ∑
t ̸=b

βtLondon branchi × Yeart + εit,

where Yit refers either to the foreign deposit share (based on Compustat Bank data) or
the foreign government deposit share (constructed from the Call Reports). London branchi

continues to be the dummy for whether a bank had a London branch in 1967, which
we interact with dummies for each year between the first year the dependent variable
is available and 1989. Because of differences in data availability, the excluded period
b is 1973 for the foreign deposit share and 1976 for the share of deposits from foreign
governments.

Figure 6 plots the resulting event study estimates. Figure 6a shows that banks with a
London branch were on similar trends in their foreign deposit share until around the
first oil price shock in 1973, when they saw an increase lasting for almost a full decade.
After the Mexican default in 1982, and the ensuing crises engulfing many emerging
economies, London banks’ Eurodollar reliance abruptly stopped to increase and even
started to decline. Overall, the resulting pattern suggests a boom-bust cycle in reliance
on Eurodollar funding liquidity. Figure A.1 in the Online Appendix shows a highly
similar dynamic using Call Report data, for which information on foreign deposits
becomes available in 1976.
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Figure 6b plots event study estimates where we use the share of deposits from foreign
governments as a dependent variable, which data availability permits us to start in
1976. While we do not have information on which countries exactly deposited money
at banks with a London branch, our estimates show a striking similarity with changes
in the oil price during that period. This suggests that the reliance on Eurodollars of
some globally active U.S. banks towards the end of the 1970s was at least in part driven
by inflows of U.S. dollars from oil-producing states: the very definition of “petrodollar
recycling.”

In sum, the results in this section highlight a key pattern in the funding structure of
global banks at the eve of the boom of the 1970s. If they had a pre-existing branch
presence in London, global banks were considerably more likely to fund themselves
with foreign deposits, and thus more exposed to the expansion of the Eurodollar mar-
ket, which gained additional steam during the petrodollar inflow of the late 1970s. In
the next sections, we show that variation in this pre-determined exposure is highly
predictive of banks’ lending activity during the boom and ensuing bust.

IV.2 Eurodollar Exposure, Bank Balance Sheets and Loan Losses

Equipped with our measure of exposure to the Eurodollar market, we next ask whether
such exposure was associated with differences in bank lending. Our starting point is
a bank-level event study specification as in Equation (2), where the dependent vari-
able is either Log(Total assets) or Log(1+Loan Issuance to Latin America).10 Given the
differences in data availability, the excluded period b is 1973 when we look at banks’
total assets, and 1975 for lending to Latin America. While we do not claim that having
a London branch was exogenous, it is useful to think through what might violate the
identifying assumption underlying equation (2). Specifically, what we hope to isolate
is that, in the absence of the Eurodollar funding shock, the balance sheet of banks with
and without a London branch would have seen a similar trajectory.

Figure 7 plots the event study estimates from equation (2). Banks with and without
London branches exhibited broadly similar trends before the increase in Eurodollar
funding starting in the mid-1970s. Figure 7a shows that, over the course of the 1970s,
banks exposed to the Eurodollar market grew their balance sheets significantly com-
pared to banks without a presence in London. After the wave of crisis events in the
early 1980s, however, the same banks saw a substantial contraction of their balance
sheets until they became statistically indistinguishable from the non-exposed banks

10Some readers might be concerned about the choice of a “log(1+” transformation. The results we
document are predominantly driven by the extensive margin of whether a bank provided any loan
to Latin America. Perhaps as a result, this transformation is largely inconsequential. We prefer this
transformation because it puts at least some weight on the intensive margin of a larger credit expansion.
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towards the end of the decade again.

Figure 7b shows that the same boom-bust pattern was reflected in banks’ lending to
Latin America. Albeit noisier due the nature of the syndicated loan data, specifically
the smaller sample size when compared to the Call Reports data underlying Panel (A),
exposed banks increased their loan issuance to Latin America significantly more than
non-exposed banks. This divergence peaked right before the onset of the LDC crisis in
1982, after which the difference becomes insignificant.

Table 3 confirms these patterns with a set of cross-sectional regressions, where we
show how exposure to the Eurodollar market is highly predictive of changes in banks’
balance sheets, loan books, and eventually, loan losses. Specifically, we estimate the
following equation for a range of bank-level dependent variables:

(3) Yi = α + βLondon branchi + εi,

where London branchi is defined as above. We apply a bank’s total assets in the base
year as weight.11 We run these regressions separately for the boom period of 1973-
1981 and for the bust period of 1981-1989, while allowing some leeway in the time
windows dictated by data availability; we refer the reader to Appendix Table A.6 for
details. Standard errors are heteroskedasticity-robust.

In line with the event study figures, London banks exhibit a clear boom-bust pattern,
even when compared against relatively comparable banks that were also active in the
international loan market or among the largest global banks. In column (1), we start by
looking at the change in total assets between 1973 and 1981. The coefficient of 0.317 is
highly statistically significant at the 1% level and implies a sizeable increase in balance
sheet size relative to the mean change over this period of 0.846.

Using our syndicated loan data, it becomes apparent that the overall expansion in
assets comes hand-in-hand with new loan issuance to Latin America. Column (2)
shows the log change in loans to Latin America between the 1973-1975 period and the
height of the boom in 1976-1981. We pool issuance over these two periods since our
data captures the flow of new issuance, as opposed to the total stock of outstanding
loans. The coefficient of 1.147 compared to the full sample average of 1.248 implies that
London banks played a pivotal role in the rapid increase in lending to Latin America
in the run-up to the LDC Crisis.

Data from the U.S. Call Reports confirms the special role that London banks took in

11The only exception are the regressions purely based on syndicated loan data in column (2) and
(6), where we omit the weighting to keep a larger number of observations, given that we do not have
balance sheet data for all banks.
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international lending. While limited to U.S. banks and less granular than our contract-
level syndicated loan database, we can observe the share of loans going to foreign
borrowers (starting in 1978). Column (3) shows that American banks with a presence
in London increased their share of lending to foreign borrowers by 7.499 percentage
points between 1978 and 1981. This foreign lending also extended to sovereigns: at the
onset of the crisis in 1981, U.S. banks with a presence in London had a 2.299 percentage
points larger share of outstanding loans to foreign governments. In fact, this exposure
to government loans is even greater when restricting the sample to comparable banks
active in international lending in Panel B. Of course, the increased exposure to govern-
ments abroad became a major liability for exposed banks as the sovereign debt crisis
of the 1980s unfolded.

As boom turned to bust, triggered by the Mexican default in 1982, banks with a greater
exposure to Eurodollar funding turned out to be particularly vulnerable. Columns
(5)-(8) show a striking reversal of fortunes during the 1981-89 period. Banks with a
London branch saw a contraction in assets of almost the same magnitude as the ex-
pansion during the boom. As seen in the event study figures, this boom-bust in overall
assets also extended to lending to Latin America. The same banks that were respon-
sible for the rapid expansion of credit to the region now contracted their lending the
most, effectively severing credit access to Latin American borrowers. The coefficient
in column (6) of -0.698 shows that London banks were responsible for the majority of
the average contraction in lending to Latin America of -0.758.

The effects of the debt crisis eventually materialized on the banks’ bottom line. Banks
exposed to the Eurodollar market had a 2.946 percentage point higher share of non-
performing loans of their total loan portfolio in 1989. The associated losses resulted in
a decrease of their return on equity of -0.343, a significant reduction compared to the
average change in ROE of -0.373.

Taken together, the patterns documented in this section suggest the following. During
the 1970s and 80s, there was a boom-bust cycle driven by Eurodollar funding, cen-
tred around London, in which exposed banks over-extended during the boom and
contracted during the bust. During the boom, banks relying on Eurodollar deposits
were far more likely to extend credit to foreign borrowers, especially Latin Ameri-
can clients and foreign governments. During the bust, these same banks drastically
cut back their lending to Latin America and ultimately incurred substantial losses, as
it became evident that a considerable proportion of their loan portfolio had become
non-performing.
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IV.3 Loan-Level Results

The preceding results are indicative of an expansion in credit supply by banks with
exposure to the Eurodollar market during the boom period. These findings are, how-
ever, not entirely conclusive. Perhaps the most obvious alternative explanation is that
the borrowers of London-exposed banks increased their demand for credit. In fact,
some explanations of the LDC crisis and the defaults in Latin America in particular
have put disproportionate blame on spendthrift governments (Krueger, 1987; Sachs,
1989a; Dornbusch and Edwards, 1991). As such, it is important to disentangle the role
of credit demand relative to supply factors.

In this section, we conduct a direct test for the presence of a credit supply expansion.
Specifically, we compare the loan spreads of banks with and without London branches,
which enables us to distinguish between a demand- and supply-driven credit expan-
sion. The logic is simple and follows existing work such as Mian et al. (2017) and
Krishnamurthy and Muir (2025). If the demand for credit outstrips its supply, we
should observe an increase in spreads, which can be thought of as the price of credit.
But if supply-side factors dominate, the increase in lending should come with constant
or even lower spreads.

One possible challenge to comparing the loan spreads of banks with or without a Lon-
don presence could be a change in the borrower pool. Suppose that banks with a Lon-
don branch were lending to safer borrowers during the boom, which attracted lower
spreads. This would flip the logic of the above test on its head: while we may observe
London banks charging lower spreads, this might in fact reflect more cautious lending
standards, suggesting the aggressive over-provision of credit in fact came from banks
without London branches.

This challenge to identifying credit supply versus demand is an unlikely concern. Ex-
isting work has shown, across a variety of contexts, that lending standards are highly
procyclical: during booms, banks lend to riskier (not safer) borrowers (Greenwood
and Hanson, 2013; Brandao-Marques, Chen, Raddatz, Vandenbussche, and Xie, 2022;
Kirti, 2025). Perhaps more importantly, our loan-level dataset also allows us to lever-
age within-borrower variation in credit conditions across different lending banks, in
the spirit of Khwaja and Mian (2008). By definition, this abstracts from concerns of
selection, because we compare the same firm or government borrowing from several
banks at the same point in time.

Specifically, we estimate loan-level regressions using the following empirical specifi-
cation:
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(4) Spreadicbt = αit + δbt + βLondon branchb x Boomt x LatAmc x Govi + εicbt,

where αit are borrower-time fixed effects and δbt are bank-year fixed effects, which we
would employ in the most stringent specification. The former set of fixed effects is par-
ticularly relevant for this exercise since it effectively compares the spreads extended
by London banks to those of non-London banks lending to the same borrower in the same
year, thereby absorbing time-varying factors related to credit demand. The interaction
terms London branchb, LatAmc, and Govi are indicators for a bank having a London
branch, a country being located in Latin America, and a borrower being classified as a
government entity, respectively. The Boomt indicator is equal to 1 for the years 1976-
1981 (the boom years). By restricting the sample to the period 1976 to 1985, it thus
measures the difference in spreads during the boom and bust period. Standard errors
are double-clustered by bank and borrower country.

Table 4 presents the results. In column (1), we start by only including the London x
Boom interaction. This interaction term picks up the mean difference in loan spreads
between banks with and without a London branch during the boom vs. bust period.
The inclusion of borrower × year fixed effects means we are comparing spreads to the
same borrower at the same point in time. The coefficient of −0.091 is statistically signif-
icant at the 5% level, implying that banks with a London branch extended credit at
lower spreads, consistent with an increase in credit supply.

In column (2)-(4), we add to the interaction the indicator for a borrower being located
in Latin America, which now allows us to also include bank-year fixed effects. We
also include increasingly restrictive borrower-time fixed effects: In column (2), we es-
tablish a benchmark without any borrower fixed effects. The coefficient on the triple
interaction is significantly negative. In column (3), we include borrower-boom fixed
effects, which allows for a within-borrower interpretation of the coefficient of interest.
During the boom, London banks extended credit to the same Latin American borrow-
ers at significantly lower spreads than other banks. Interestingly, the coefficient is very
similar in magnitude to the coefficient in column (2). The implication is that the credit
expansion to Latin America, as reflected in the compression of spreads, was largely
due to banks’ supply of credit.

In column (4) we include the most restrictive borrower-year fixed effects coupled with
bank-year fixed effects. The coefficient of interest is now much smaller and no longer
statistically distinguishable from zero. Column (5) shows that this is explained by the
difference in credit supply to private sector relative to government borrowers. The
coefficient on the quadruple interaction is now similar to that in columns (2) and (3)
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and statistically significant at the 10% level. It suggests that London banks charged
government borrowers in Latin America lower spreads than other banks lending to the
same borrower in the same year. The coefficient is economically large: Latin American
governments enjoyed a relative cost advantage of -34.427 basis points during the boom
if they borrowed from Eurodollar-funded banks.

In summary, our interpretation of these loan-level results is the following. From the
preceding sections, we know that banks with exposure to the Eurodollar market ex-
perienced a lending boom, especially to Latin American borrowers. This boom was
associated with more generous loan terms offered by banks with access to Eurodollar
funding, who were particularly lenient in their lending terms to Latin American gov-
ernments. The following section investigates whether this supply-fueled credit expan-
sion ultimately contributed to the macroeconomic fallout and the ensuing sovereign
debt crisis in less developed countries.

V. THE MACROECONOMIC CONSEQUENCES OF

PETRODOLLAR RECYCLING

Which countries experienced the largest loan inflows during the 1970s, and why?
What were the consequences of petrodollar recycling for recipient countries? This sec-
tion investigates these questions. First, we explore what makes a country more likely
to become a recipient of international lending during the boom. We show that lend-
ing was concentrated among higher-risk borrowers, consistent with the expansion in
credit supply we described in the previous section. We then provide evidence that the
Eurodollar-fueled boom and bust in bank lending had a predictable macroeconomic
aftermath. Countries with a larger inflow of cross-border credit experienced a wave of
banking and sovereign debt crises and an economic contraction.

V.1 Determinants of the Credit Boom

Before we turn to the macroeconomic consequences of the credit boom that resulted
from the recycling of petrodollars, we have to discuss what made a country susceptible
to becoming a recipient of capital in the first place. In this section, we explore the role
of various characteristics based on the following regression model:

(5) L1976−81
c = α + βXc + εc,
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where L1976−81
c is loan issuance during the 1976-1981 boom, scaled by 1973 GDP, which

we regress on various pre-determined or fixed country-level characteristics. Standard
errors are heteroskedasticity-robust.

We are particularly interested in understanding the relative role of “pull” relative to
“push” factors. While the previous section squarely establishes a role of credit sup-
ply for individual bank behavior, it cannot tell us about what country characteristics
determined the inflow of credit. According to the permanent income hypothesis, for
example, the ultimate source of loan inflows would be higher expected future income
rather than push factors such as global banks’ credit supply.

Table 5 presents the results from estimating equation (5). To understand the role of
London-exposed banks, we construct a measure capturing the share of loans a coun-
try received between 1973-75 that came from lenders with a London branch.12 This
is motivated by Devlin (1989)’s argument that banks valued their relationships with
a country to the extent that “loan access became nearly automatic. Thus a country
could find credit volume high and terms improving, even while important indicators
of creditworthiness were deteriorating” (Devlin, 1989, p.135). Column (1) shows that
for every additional percentage point of a country’s loan share coming from a London
bank in the pre-period, a country received additional loans equal to 0.286 percent of
its 1973 GDP. The implication is clear: where countries were ex-ante more exposed
to London banks, they saw a greater credit expansion, consistent with a key role for
credit supply push factors.

Next, we investigate the riskiness of a borrower country as a predictor of loan inflows.
If credit supply played a role, it should have benefitted ex-ante riskier borrowers. To
test this hypothesis, we explore two different measures of country-level risk taken
from the World Bank’s International Debt Statistics, both measured in the 1973-1975
pre-period; note that these data are only available for developing countries. Columns
(2) and (3) show that sovereigns who paid higher spreads and borrowed at shorter
maturities saw a larger influx of cross-border credit. These results are consistent with
those in column (1) in that they suggest a credit supply expansion targeting riskier
borrowers.

What gave rise to the capital inflows in the first place, and why did they flow specif-
ically to Latin America? One institutional reason could be the openness of the capital
account. Indeed, column (4) shows that countries with more liberalized capital ac-
counts, based on the Chinn and Ito (2006) measure, issued more loans in international
markets during the boom. Another determinant of capital flows was geographical
distance from the United States: column (5) shows that, the closer a country’s most
populated city is to New York City, the larger the amount of loans it received. One

12We set the variable to zero for countries receiving no loans at all.
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reason for this strong pattern is what Devlin (1989) calls the “geographical specializa-
tion” of U.S. banks in relatively nearby Latin America.

A natural question is whether capital did simply flow to its most productive uses, or
whether it followed higher credit demand. After all, the neoclassical growth model
would predict that higher productivity growth attracts higher capital flows, and the
permanent income hypothesis would predict a higher need for borrowing in antici-
pation of higher future income. Columns (6)-(7) look at GDP growth during 1973-75
and the investment-to-GDP ratio as of 1973 as proxies for underlying pull factors or
financing needs.

The clearest measure of productivity growth we can construct for this period—the
change in log GDP between 1973-75—is not a statistically significant predictor of cross-
border loan issuance, despite having being available for a large sample. The investment-
to-GDP ratio has the “correct” sign, in that a higher investment ratio at baseline pre-
dicts larger loan inflows.

Importantly, however, when we challenge the different factors to a statistical horse
race, exposure to London banks is the single strongest predictor of which countries
were issued loans during the 1970s boom. In fact, when including all covariates
jointly, almost all others lose statistical significance. In sum, our takeaway is that push
factors—specifically, greater exposure to Eurodollar banks with London branches—
was critical for understanding the 1970s credit boom.

V.2 Credit Expansion and the 1970s-80s Boom-Bust Cycle

It has been well-documented that credit expansions are a frequent precursor of deep
recessions and financial crises (Gourinchas and Obstfeld, 2012; Kalantzis, 2015; Müller
and Verner, 2023). If the narrative evidence about the LDC crisis is to believed, the
countries that saw the largest credit booms also experienced the most painful adjust-
ments in their aftermath (Devlin, 1989; Sachs, 1987; Federal Deposit Insurance Corpo-
ration, 1997).

Figure 8 confirms this pattern based on our newly collected data. Between 1976 and
1981, the countries experiencing the largest inflow of cross-border credit also had a
more rapidly expanding economy, as measured by the growth rate of their real GDP.
Likewise, they experienced a greater compression in spreads, again suggesting that
the credit boom was fueled by an expansion in credit supply. When boom turned to
bust however, the same economies saw a larger economic contraction and a greater
increase in spreads.

Table 6 challenges this correlation to a statistical test. In particular, we run a set of
country-level regressions relating various financial indicators and measures of eco-
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nomic activity to the extent to which countries experienced an inflow of cross-border
credit, as proxied by the loan issuance relative to GDP over the boom period of 1976-
81. Specifically, we estimate the following regression:

(6) Yc = α + βL1976−81
c + εc,

where L1976−81
c is our measure proxying the magnitude of the credit expansion, contin-

ued to be defined as the total loan issuance in country c between 1976 and 1981, scaled
by nominal GDP in 1973.

Column (1) reports the coefficient of a regression of the change in average spreads
during the boom on our measure for the credit expansion. The coefficient implies that
for every percentage point in additional loan issuance (as a share of GDP) during the
boom, spreads decreased by 0.356 basis points. As argued before, the negative correla-
tion between loan issuance and spreads is suggestive of a credit boom driven by sup-
ply as opposed to demand. The lower panels show that the same results holds when
restricting the sample to emerging economies and Latin American countries, with a
striking similarity in the magnitude of the coefficients across samples. Although the
statistical significance vanishes in these smaller samples, the coefficients are still neg-
ative, suggesting a compression in spreads accompanying the credit expansion.

Column (2) shows that during the credit boom, countries who experienced a greater
credit boom also experienced a contemporaneous boom in real GDP. Additional bor-
rowing equivalent of 1 percentage point of GDP increased the annual growth rate of
real GDP by 2.499 basis points above trend. Likewise, this holds with comparable
magnitudes for the sample of emerging economies.

In the ensuing bust, during 1982-89, we see a pronounced reversal of these patterns
as reported in the remaining columns of Table 6. Additionally, we find that loan is-
suance during the boom period is predictive of a wide set of measures of likelihood
and severity of subsequent sovereign debt crises.

Column (3) shows that during the bust period, spreads increased to a greater extent
for countries that previously exhibited a greater credit boom. While this increase is not
statistically significant, it suggests that the decline in spreads seen during the boom
period is not simply capturing a long run trend of declining spreads, e.g. due to im-
proving country fundamentals.

Column (4) shows that the stronger growth in real GDP seen during the boom re-
verted during the bust. Additional loan uptake during the boom of one percentage
point of GDP predicts real GDP growing 1.903 basis points slower per year between
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1981 and 1989. This finding is particularly relevant in light of the previous discus-
sion of the determinants of the credit boom: if the allocation of credit had followed
the most productive use of capital or higher expected income, we should observe a
positive correlation between credit issuance and subsequent growth rates. The nega-
tive correlation in the data thus rejects the hypothesis that capital was predominantly
allocated based on expected future income, instead favoring a role for credit supply.

In column (5), we show that overall loan issuance mirrored the boom-bust pattern in
real GDP growth. Loan issuance contracted more for countries that had previously
experienced a greater credit boom: every percentage point of additional loan issuance
relative to GDP predicts a decrease in loan issuance during the bust of 0.110 percentage
points. The coefficient is also statistically significant and of a similar magnitude in all
three samples.

As the credit boom turned to bust, turmoil ensued for sovereign borrowers. While the
precise timing of sovereign debt crises and defaults varied across countries, we con-
struct measures that capture their incidence broadly over the bust period of 1982-89
and relate them to loan inflows during the boom. Columns (6)-(8) report the results.
Additional loan issuance during the boom equal to 1% of GDP increased the probabil-
ity of a sovereign debt crisis, based on the definition of Laeven and Valencia (2020), by
0.621%. The probability of a sovereign default as classified by Asonuma and Trebesch
(2016) increased by 0.586%. Countries more exposed to the credit boom also restruc-
tured a greater share of their sovereign debt during the 1980s: restructured debt in-
creased by 0.486 percentage points of GDP for every additional percentage point of
loan issuance relative to GDP during the boom, based on data on debt restructuring
from Cruces and Trebesch (2013). The link between the credit expansion and sovereign
debt distress was particularly pronounced for Latin American borrowers.

The results in Table 6 discussed so far were based on OLS regressions. However, Ta-
ble 5 suggests that the degree to which countries experienced loan inflows was partly
predictable by indicators capturing credit supply. This allows us to ask whether we
can forecast subsequent macroeconomic outcomes with the component of the borrow-
ing spree accounted for by credit supply.

We implement this methodology by means of a two-stage least squares regression
setup. The first step consists of projecting loan inflows on credit supply indicators
as in Table 5. The second step then projects macroeconomic outcomes, such as an
indicator for a sovereign default, on the fitted values from the first step regression.
More formally, we can write this method as the following set of equations:
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L1976−81
c = α1 + β1Zc + ε1c(7)

Yc = α2 + β2L̂
1976−81
c + ε2c(8)

where L1976−81
c continues to denote the loan expansion during 1976-81 (relative to 1973

GDP) and Zc is a variable capturing credit supply. We estimate equations (7) and (8)
jointly to take into account the generated-regressor issue.

Our preferred measure of credit supply is the first principal component of two vari-
ables: a country’s initial exposure to London banks (capturing exposure to the inter-
national push factor) and the initial interest rate a country paid on its government
debt based on the World Bank’s International Debt Statistics or IDS (capturing coun-
try risk).13 These factors jointly capture an outward shift in the credit supply curve,
which should increase lending to ex-ante riskier borrowers. From a statistical per-
spective, they are also the variables most predictive of loan inflows during the boom,
and taking the first principal component maximizes their information content while
sidestepping issues related to multiple instruments.14

While the methodology we outline above follows the exact mechanics of an instru-
mental variables (IV) approach, we do not claim that the estimates from equation (8)
necessarily capture the causal effect of credit supply. The reason is that the “first stage”
is unlikely to plausibly satisfy the exclusion restriction. That said, our estimates pro-
vide an answer to a central question: Does the component of the credit expansion
predicted by a shift in credit supply foreshadow subsequent economic turmoil?

For brevity, we only report the results for a single key dependent variable, the inci-
dence of sovereign defaults, in column (9) of Table 6. The remainder, including first-
step estimates, is in Table A.1. The second-stage coefficient is large and statistically
significant for the all samples. While there are other possibilities, the fact that the 2SLS
coefficient of 1.289 is greater than the OLS coefficient of 0.586 could suggest that the
OLS estimates are downward biased without sorting out the supply versus demand
drivers of the credit expansion. In other words, the extent to which a country has been
exposed to London banks in the pre-period predicts not only loan issuance during the
boom, but also a higher likelihood of a sovereign default during the less developed
country crisis.

In summary, the results presented in Table 6 exhibit a striking pattern. A credit boom

13Note again that the IDS data are only available for emerging economies.
14Initial exposure to London banks and interest rates are also the variables one would pick based

on the LASSO IV approach of Belloni, Chernozhukov, and Hansen (2014). Including these measures
separately, rather than their first principal component, leads to qualitatively and quantitatively similar
results.
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that originated with a small number of global banks active in the Eurodollar market
in London during the 1970s ended up in a severe and long-lasting bust across a wide
spectrum of countries around the globe. These countries experienced painful defaults
and restructurings for the rest of the 1980s (and for some of them, well after that).

VI. CONCLUSION

Booms in credit that are followed by severe recessions are a recurring theme in eco-
nomic history. A better understanding of these cycles requires an analysis of what gave
rise to the boom in the first place (Sufi and Taylor, 2021). Our analysis suggests that an
increased willingness of global banks to extend loans at compressed rates can precip-
itate boom-bust cycles in places far away from their headquarters and ultimately sow
the seeds of sovereign debt crises.

We document evidence in favor of this view during a critical case study: the first wave
of financial crises in Less Developed Countries (LDCs) following the long period of
relative calm in the 30 years after World War II. Our findings point to a global source
of coordinated booms and busts across countries, in line with the idea of a global
financial cycle (Rey, 2015). Different from the existing literature, our setting allows us
to pinpoint the specific origin of a global credit supply shock, the rise of the Eurodollar
market, as the initial “dislocation” which we are able to tie to the wave of LDC crises.

Our work also poses some questions for theories motivated by the developing country
defaults at the time. A frequent feature of such models is that buoyant fiscal spending
by politicians with limited commitment is a core contributor to such defaults. While
our results do not rule out such factors, they suggest a perhaps even more central role
for credit supply, which then ultimately escalates into sovereign debt crises.
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TABLES

TABLE 1: A New Dataset on Loans Issued in International Markets, 1973-89

Loan Number Number Number Number
amount of of of of

($ billion) loans borrowers countries banks
(1) (2) (3) (4) (5)

Full sample 2244.5 17215 5473 153 827

By year
1973 20.5 393 264 61 115
1974 28.5 473 357 67 121
1975 20.6 418 297 70 127
1976 29.6 389 293 65 121
1977 31.1 406 297 76 118
1978 67.9 688 458 84 181
1979 67.0 746 498 89 175
1980 69.1 775 537 81 194
1981 162.3 1235 728 104 223
1982 132.8 1266 699 91 227
1983 98.2 926 541 88 210
1984 137.8 1151 585 80 230
1985 238.5 1392 773 76 252
1986 238.6 1570 877 77 219
1987 316.1 1972 1039 76 247
1988 319.5 1989 1078 68 235
1989 266.2 1426 816 73 225

By country group
Advanced economies 1600.4 9059 3257 36 529
Emerging economies 628.8 8038 2253 115 575
Supranational 15.3 118 29 2 48

Notes: This table plots descriptive statistics on the coverage of our new loan-level dataset. See Section II
for details on data sources and construction.
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TABLE 2: First Stage – London Branches and Eurodollar Exposure

U.S. Banks Global Banks

Foreign/
Total

deposits
(CR, ’76)

Foreign/
Total

deposits
(CS, ’76)

∆70−76
Foreign/

Total
deposits

∆76−81
Foreign

gov. dep.
share

Number
of

countries
w/ branch

Branch in
oil

country

Joint
Venture
w/ oil

bank, ’78
(1) (2) (3) (4) (5) (6) (7)

Panel A: All Banks

London branch 0.278** 0.305** 0.090** 0.026** 2.584** 0.212** 0.123**
(0.043) (0.033) (0.019) (0.006) (0.519) (0.042) (0.038)

Observations 12,689 34 34 2,015 346 629 1,714
R2 0.39 0.65 0.30 0.11 0.10 0.07 0.03

Panel B: Large Banks

London branch 0.216** 0.311** 0.106** 0.025** 2.794** 0.278** 0.096*
(0.048) (0.037) (0.017) (0.007) (0.650) (0.048) (0.039)

Observations 50 21 21 28 199 482 612
R2 0.38 0.77 0.69 0.37 0.08 0.13 0.02

Notes: This table reports the results from bank-level regressions relating banks’ exposure to petrodollar
inflows in the Eurodollar market to whether they had a London branch in 1967. Panel A lists results
for all banks in the sample, Panel B restricts the sample to banks who either gave at least 5 loans in our
syndicated loan data, or appeared in the top international bank rankings by the magazine The Banker. In
column (1), foreign deposits are defined based on Call Report data, which report such data for the first
time in 1976. In column (2) and (3), we use data on publicly-listed banks from Compustat Bank, which
includes data on foreign deposits since 1970. Column (4) looks at the share of foreign governments in
total deposits from the Call Reports, which rose during the oil boom of the late 1970s. Column (5) uses
the number of countries with a branch, a measure of internationalization. Column (6) indicates banks
with at least one branch in an oil-producing country. Column (7) uses an indicator variable for banks
who were in a joint venture with a bank from an oil-producing country as of 1978. Robust standard
errors are reported in parentheses, with **, *, and + indicating statistical significance at the 1%, 5%, and
10% level, respectively.

Sources: The indicator London branch is constructed based on the full address directory of banks in
London published in The Bankers’ Almanac and Yearbook 1967 (see Section A.2.1). Information on bank
branches in other countries are taken from the same source. Bank balance sheet and income statement
data are taken from the FFIEC’s Consolidated Report of Condition and Income (“Call Reports”). See Sec-
tion A.2.2 for details on data cleaning and variable construction. Data on foreign deposits in columns
(2) and (3) is taken from Compustat. Data on joint ventures with banks in major oil-producing countries
comes from a 1978 edition of The Banker (see Section A.2.3).

35



TA
B

L
E

3:
Eu

ro
do

lla
r

Ex
po

su
re

an
d

Ba
nk

-L
ev

el
C

on
se

qu
en

ce
s

Bo
om

Bu
st

∆
73
−

81
A

ss
et

s

∆
73

75
−

76
81

Lo
an

s
to

La
tA

m

∆
78
−

81
Fo

re
ig

n
Lo

an
Sh

ar
e

19
81

Fo
re

ig
n

G
ov

.S
ha

re
∆

81
−

85
A

ss
et

s

∆
76

81
−

82
85

Lo
an

s
to

La
tA

m
19

89
N

PL
Sh

ar
e

∆
81
−

89
R

O
E

(1
)

(2
)

(3
)

(4
)

(5
)

(6
)

(7
)

(8
)

Pa
ne

lA
:A

ll
Ba

nk
s

Lo
nd

on
br

an
ch

0.
31

7*
*

1.
14

7*
*

0.
07

5*
0.

02
3*

-0
.2

06
**

-0
.6

98
+

0.
02

9*
*

-0
.3

43
*

(0
.0

57
)

(0
.3

77
)

(0
.0

32
)

(0
.0

11
)

(0
.0

74
)

(0
.3

50
)

(0
.0

05
)

(0
.1

56
)

O
bs

er
va

ti
on

s
9,

34
5

62
77

11
3

7,
81

2
74

9,
94

6
5,

01
8

R
2

0.
18

0.
13

0.
22

0.
08

0.
09

0.
06

0.
36

0.
01

Pa
ne

lB
:L

ar
ge

Ba
nk

s

Lo
nd

on
br

an
ch

0.
29

6*
*

1.
13

1*
*

0.
07

5+
0.

03
5*

*
-0

.2
69

**
-0

.6
98

+
0.

02
9*

*
-0

.4
05

*
(0

.0
62

)
(0

.3
92

)
(0

.0
36

)
(0

.0
11

)
(0

.0
82

)
(0

.3
50

)
(0

.0
06

)
(0

.1
60

)
O

bs
er

va
ti

on
s

52
60

20
24

42
74

43
33

R
2

0.
35

0.
13

0.
18

0.
27

0.
21

0.
06

0.
45

0.
17

N
ot

es
:T

hi
s

ta
bl

e
re

po
rt

s
th

e
re

su
lt

s
fr

om
re

gr
es

si
on

s
re

la
ti

ng
di

ff
er

en
t

m
ea

su
re

s
of

ba
nk

s’
as

se
ts

,l
oa

n
ex

po
su

re
to

fo
re

ig
ne

rs
in

ge
ne

ra
la

nd
La

ti
n

A
m

er
ic

an
bo

rr
ow

er
s

sp
ec

ifi
ca

lly
,a

s
w

el
la

s
th

ei
r

no
n-

pe
rf

or
m

in
g

lo
an

s
an

d
re

tu
rn

on
eq

ui
ty

to
w

he
th

er
th

ey
ha

d
a

Lo
nd

on
br

an
ch

in
19

67
,o

ur
m

ea
su

re
of

ex
po

su
re

to
th

e
ri

se
of

th
e

Eu
ro

do
lla

r
m

ar
ke

t.
C

ol
um

ns
(1

)a
nd

(5
)s

ho
w

th
e

ch
an

ge
in

lo
g

as
se

ts
ov

er
th

e
19

73
-1

98
1

&
19

81
-1

98
5.

C
ol

um
ns

(2
)a

nd
(6

)s
ho

w
th

e
ch

an
ge

in
lo

g
lo

an
is

su
an

ce
to

La
ti

n
A

m
er

ic
an

bo
rr

ow
er

s
ov

er
19

73
-1

97
5

to
19

76
-1

98
1,

an
d

19
76

-1
98

1
to

19
82

-1
98

5,
re

sp
ec

ti
ve

ly
.C

ol
um

n
(3

)s
ho

w
s

th
e

ch
an

ge
in

th
e

sh
ar

e
of

lo
an

s
to

fo
re

ig
ne

rs
be

tw
ee

n
19

78
an

d
19

81
,c

ol
um

n
(4

)t
he

sh
ar

e
of

lo
an

s
to

fo
re

ig
n

go
ve

rn
m

en
ts

in
19

81
.C

ol
um

n
(7

)s
ho

w
s

th
e

sh
ar

e
of

no
n-

pe
rf

or
m

in
g

lo
an

s
in

19
89

,a
nd

co
lu

m
n

(8
)

sh
ow

s
th

e
ch

an
ge

in
re

tu
rn

on
eq

ui
ty

be
tw

ee
n

19
81

an
d

19
89

.
Pa

ne
lA

in
cl

ud
es

al
lb

an
ks

in
ou

r
sa

m
pl

e,
w

hi
le

Pa
ne

lB
on

ly
in

cl
ud

es
ba

nk
s

th
at

ei
th

er
is

su
ed

at
le

as
t

5
lo

an
s

in
ou

r
sy

nd
ic

at
ed

lo
an

da
ta

ba
se

,o
r

w
er

e
lis

te
d

in
th

e
to

p
in

te
rn

at
io

na
l

ba
nk

ra
nk

in
gs

pu
bl

is
he

d
by

Th
e

Ba
nk

er
(s

ee
So

ur
ce

s
be

lo
w

).
A

ll
re

gr
es

si
on

s
ex

ce
pt

th
e

on
es

so
le

ly
ba

se
d

on
sy

nd
ic

at
ed

lo
an

da
ta

in
co

lu
m

ns
(2

)a
nd

(6
)a

re
w

ei
gh

te
d

by
as

se
ts

in
th

e
ba

se
ye

ar
(e

.g
.1

97
3

in
co

lu
m

n
(1

),
19

78
in

co
lu

m
n

(3
)e

tc
.).

Sh
ar

es
in

co
lu

m
ns

(3
),

(4
)a

nd
(7

)a
re

de
fin

ed
re

la
ti

ve
to

ov
er

al
lo

ut
st

an
di

ng
lo

an
s.

Th
e

in
di

ca
te

d
ye

ar
s

ar
e

di
ct

at
ed

by
da

ta
av

ai
la

bi
lit

y,
se

e
A

pp
en

di
x

Ta
bl

e
A

.6
fo

r
de

ta
ils

.R
ob

us
ts

ta
nd

ar
d

er
ro

rs
ar

e
re

po
rt

ed
in

pa
re

nt
he

se
s,

w
it

h
**

,*
,a

nd
+

in
di

ca
ti

ng
st

at
is

ti
ca

ls
ig

ni
fic

an
ce

at
th

e
1%

,
5%

,a
nd

10
%

le
ve

l,
re

sp
ec

ti
ve

ly
.

So
ur

ce
s:

Th
e

in
di

ca
to

r
Lo

nd
on

br
an

ch
is

co
ns

tr
uc

te
d

ba
se

d
on

th
e

fu
ll

ad
dr

es
s

di
re

ct
or

y
of

ba
nk

s
in

Lo
nd

on
pu

bl
is

he
d

in
Th

e
Ba

nk
er

s’
A

lm
an

ac
an

d
Ye

ar
bo

ok
19

67
(s

ee
Se

ct
io

n
A

.2
.1

).
Ba

nk
ba

la
nc

e
sh

ee
ta

nd
in

co
m

e
st

at
em

en
td

at
a

ar
e

ta
ke

n
fr

om
th

e
FF

IE
C

’s
C

on
so

lid
at

ed
R

ep
or

to
fC

on
di

tio
n

an
d

In
co

m
e

(“
C

al
lR

ep
or

ts
”)

.
Se

e
Se

ct
io

n
A

.2
.2

fo
r

de
ta

ils
on

da
ta

cl
ea

ni
ng

an
d

va
ri

ab
le

co
ns

tr
uc

ti
on

.
D

at
a

on
no

n-
U

S
ba

nk
ba

la
nc

e
sh

ee
ts

an
d

in
co

m
e

st
at

em
en

ts
ar

e
ba

se
d

on
th

e
“T

op
30

0”
an

d
“T

op
50

0”
ra

nk
in

gs
pu

bl
is

he
d

by
Th

eB
an

ke
r(

va
ri

ou
s

is
su

es
),

w
hi

ch
w

e
di

gi
ti

ze
d

fr
om

hi
st

or
ic

al
pr

in
te

di
ti

on
s

fo
r

th
e

be
nc

hm
ar

k
ye

ar
s

19
75

,1
98

0,
an

d
19

88
(s

ee
Se

ct
io

n
A

.2
.3

).
Lo

an
da

ta
di

gi
ti

ze
d

fr
om

th
e

W
or

ld
Ba

nk
pu

bl
ic

at
io

n
Bo

rr
ow

in
g

in
In

te
rn

at
io

na
lC

ap
ita

lM
ar

ke
ts

(1
97

3-
80

)a
nd

Eu
ro

m
on

ey
m

ag
az

in
e

(1
98

1-
89

).
Se

e
Se

ct
io

n
II

fo
r

de
ta

ils
.

36



TABLE 4: Loan-Level Results

Loan Spread

(1) (2) (3) (4) (5)

Londonb × Boomt -0.091*
(0.039)

Londonb × Boomt × LatAmc -0.492** -0.424** -0.073 -0.004
(0.188) (0.159) (0.074) (0.070)

Londonb × Boomt × LatAmc × Govi -0.344+
(0.173)

Observations 1,822 4,370 2,645 1,265 1,265
No. of countries 73 125 90 69 69
No. of borrowers 336 1,869 536 264 264
No. of banks 186 236 171 119 119
R2 0.95 0.70 0.94 0.98 0.98

Avg. spread (percent) 0.835 0.899 0.876 0.817 0.817

Loan controls ✓ ✓ ✓ ✓ ✓

Fixed effects
Bank ✓

Bank × Year ✓ ✓ ✓ ✓

Borrower × Boom1976−81 ✓

Borrower × Year ✓ ✓ ✓

Notes: This table reports the result of regressions on the borrower-bank-year level, where the dependent
variable is the loan spread. The sample period is 1976-85. Londonb is an indicator equal to one if a bank
had a presence in London in 1967. Boomt is a dummy for the boom period of 1976-81. LatAmi is an
indicator for countries in Latin America and the Caribbean and Govi for central and local government
borrowers. Loan controls include the USD loan amount (in logs), maturity (in months), and a dummy
for government borrowers (absorbed by the fixed effects in all regressions except column 2). The regres-
sions include the full set of lower order interaction terms (not reported here). Regressions are weighted
by the loan amount, and standard errors are double-clustered on the borrower country and bank level.
**, *, and + indicating statistical significance at the 1%, 5%, and 10% level, respectively.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. The indicator London branch is
constructed based on the full address directory of banks in London published in The Bankers’ Almanac
and Yearbook 1967 (see Section A.2.1).
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VII. FIGURES

FIGURE 1: Example Images of the Original Data Sources

(A) World Bank

(B) Euromoney
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FIGURE 2: U.S. Banks’ Foreign Branch Liabilities

Notes: This figure documents the increasing importance of foreign deposits in U.S. banks’ funding struc-
ture. It plots the total liabilities of U.S. banks’ foreign branches (in USD billions), and the share of foreign
branches in their overall liabilities.

Sources: Liabilities of U.S. banks and their foreign branches up to 1975 are from the Federal Reserve Bul-
letin (various years). Total liabilities after 1975 are from the Federal Reserve’s H.8 release.
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FIGURE 3: The LDC Boom-Bust Cycle – Loan Volumes and Regional Shares

(A) Issuance Volume by Year

(B) Issuance Share by Region

Notes: These figures plot the composition of new loan issuance by the region or sector of the borrower.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. Country classifications are
based on the World Bank’s World Development Report (1980 edition).
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FIGURE 4: Loan Issuance by Borrower Region and Sector

(A) Loan Issuance to Latin America

(B) Loan Issuance to other Emerging Markets

Notes: These figures plot the composition of new loan issuance by the region or sector of the borrower.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. Country classifications are
based on the World Bank’s World Development Report (1980 edition).
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FIGURE 5: Spreads of Newly Issued Loans by Borrower Region and Type

(A) Spreads by Borrower Region

(B) Spreads in Latin America

Notes: These figures plot the average interest rate spreads of newly issued loans by country group and
the sector of the issuer. We classify non-financial and financial corporations as corporate. Loan terms
are weighted by loan size.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. Country classifications are
based on the World Bank’s World Development Report (1980 edition).
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FIGURE 6: London Branches, Eurodollars, and the Petrodollar Shock

(A) Foreign Deposit Share

(B) Deposit Share from Foreign Governments and Oil Prices

Notes: These figures plot the regression estimates βt of a bank-level event study specification as in Equa-
tion (2). In Panel A, the dependent variable is the share of banks’ foreign in total deposits, i.e. their share
of Eurodollar deposits, based on data from Compustat Bank. In Panel B, the dependent variable is the
share of deposits by foreign governments, where we plot the event study coefficients next to the price
of crude oil. Note that the data on foreign government deposits is only available in the Call Reports
starting in 1976. We plot 95% confidence intervals based on standard errors clustered by banks.

Sources: The indicator London branch is constructed based on the full address directory of banks in Lon-
don published in The Bankers’ Almanac and Yearbook 1967 (see Section A.2.1). In Panel A, we use data
from Compustat Bank. In Panel B, the data are taken from the FFIEC’s Consolidated Report of Condition
and Income (“Call Reports”). See Section A.2.2 for details on data cleaning and variable construction.
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FIGURE 7: Eurodollar Exposure and Bank-Level Credit Expansion

(A) Log(Total assets)

(B) Log(1+Newly Issued Loans to Latin America)

Notes: These figures plot the regression estimates βt of a bank-level event study specification as in Equa-
tion (2). The dependent variables are total assets (in log) in panel (A) and the volume of newly issued
loans to Latin American countries in panel (b). We plot 95% confidence intervals based on standard
errors clustered by banks.

Sources: The indicator London branch is constructed based on the full address directory of banks in Lon-
don published in The Bankers’ Almanac and Yearbook 1967 (see Section A.2.1). The data are taken from
the FFIEC’s Consolidated Report of Condition and Income (“Call Reports”). See Section A.2.2 for details on
data cleaning and variable construction.
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FIGURE 8: Credit Supply and Boom-Bust Cycles on the Country Level

(A) Boom period: 1976-81

Changes in spreads Growth in real GDP

(B) Bust period: 1982-89

Changes in spreads Growth in real GDP

Notes: These figures plot changes in spreads and real GDP growth during boom and bust periods
against the amount of loans issuance during the boom. The boom period here is defined as 1976-81,
the bust period as 1982-89. Loan amounts are scaled by nominal GDP in 1973. Average spreads by
country are weighted by loan size. Real GDP is residualized using year- and country-dummies over
the entire sample period, 1973-89.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. Macroeconomic variables come
from Müller et al. (2025).
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ONLINE APPENDIX

A.1 A Novel Loan-Level Dataset, 1973-89

A.1.1 Additional Summary Statistics

We provide additional summary statistics to augment the information provided in
Table 1 by splitting the loan data along other informative dimensions.

Table A.3 reports summary statistics on loan volumes and terms by geographical re-
gion, separately for the boom period of 1973-1981 and the bust period of 1982-1989.
It lists the five largest borrower countries in each region, as well as the regions’ to-
tals. While overall lending volumes continues to increase in all regions outside of
Sub-Saharan Africa in during the 1980s compared to the 1970s, Latin America saw a
marked decline of loan issuance during its “Lost Decade”. Similarly, average spreads
widened and loan maturities shortened.

Table A.4 provides the same summary statistics, split by country development groups
as classified by the World Bank’s 1980 World Development Report. During the boom, the
total volume of loan issuance in the international loan market was greater in emerging
markets than in advanced economies. This markedly reversed during the bust pe-
riod, as lending to Latin America and other emerging economies became increasingly
restricted.

Table A.5 augments Table A.2 by providing information from our loan data on loan
volumes and terms by lenders, split into banks with and without a London presence.
Unsurprisingly, banks with a presence in London were more active in international
loan markets in terms of volume of overall loan issuance. On average, they provided
loans at more generous terms than non-London banks during the boom. After the
Mexican default however, banks represented in London charged higher spreads and
extended loans at shorter maturities than their counterparts.

A.2 Additional Details on Data Construction

A.2.1 Bank Branches (in London) and Joint Ventures with Oil Producers

Our measure of banks’ exposure to the Eurodollar market is geographical in nature.
In particular, we exploit that in the 1970s borrowing in foreign currency outside of the
United States was highly localized in London. Given that we do not have granular
data telling us how much each bank was borrowing through its London branches, we
instead rely on a simple indicator variable for whether a bank had a London presence.
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We consulted several historical print publications for constructing these data. The
principal one is the The Bankers’ Almanac and Yearbook, which contains an address list
of banks in each country, including in the United Kingdom. Given the large volume
of the branch networks reported there (spanning hundreds of pages), we focused on
a single reference year (1967). The choice of year was dictated by the fact that the Eu-
rodollar market was still developing at the time, and many banks only entered London
afterwards. As such, our conjecture is that “early adopters” were more exposed to the
inflow of petrodollars into London. Digitizing these data allows us to create an indi-
cator London branch, which is equal to 1 for banks with a presence there in 1967, and 0
otherwise. From the same directory, we can also compute the number of countries a
bank has a branch in.

As alternative metric, we also consulted a 1978 edition of The Banker, in which the
magazine published a list of foreign banks in London. This list includes foreign banks’
founding date in London and their current number of employees. With these data,
we construct alternative measures of whether a bank had a London branch (London
branch, 1969 and London branch, 1972). Importantly, because the table from The Banker
only includes non-UK institutions, we also add the ten largest UK banks to the list of
exposed banks, where we determine the top ten banks by their overall loan volume
issued over the entirety of our loan-level data. We also use the data on foreign banks
in London to construct statistics on the increasing importance of London as a hub for
globally active banks.

The same The Banker edition also includes a table with detailed information on banking
joint ventures, which became substantially more popular during the 1970s, and their
founding dates. In fact, according to data published in Table 3.2 in (Devlin, 1989, p.
93), such joint ventures (or consortia) were among the most important lenders in the
run-up to the LDC crisis. Importantly for our purposes, the data include not only
information on the members of each joint venture but also their headquarter country,
which allows us to manually identify banks with a clear link to a major oil-producing
country (most of them states in the Middle East).

A.2.2 U.S. Bank Data

We use data on bank balance sheets and income statements for the United States from
the Consolidated Report of Condition and Income (“Call Reports”) published by Federal
Financial Institutions Examination Council (FFIEC).

Data sources The Call Reports have been published in their current form since 1976
and can be downloaded directly from the FFIEC. However, constructing consistent
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time series based on these data (which are collected for regulatory purposes) is chal-
lenging for a number of reasons. First, the dataset contains many thousands of vari-
ables of varying availability. As such, the sheer size of the dataset can be difficult to
handle. Second, there are numerous changes in the definition and coverage of key
variables over time.

Given these difficulties, our starting point is a relatively consistent set of time series
constructed by Drechsler et al. (2017) and publicly available on Philipp Schnabl’s web-
site. Their SAS code downloads the raw Call Reports data through WRDS and then
combines and cleans some of the most important variables to form consistent time
series.

Because the data they make available does not include all variables we need for our
analysis, we also use another pre-packaged source: the “complete files” made avail-
able by the Federal Reserve Bank of Chicago. We then clean their 1976-2000 dataset,
also in SAS format, in line with the guidelines from the Chicago Fed and Drechsler
et al. (2017) for the remaining variables.

Finally, we are also interested in the period before 1976, which means we need to tap
into yet another data source. The digitized Call Reports indeed go back further than
1976, and we obtained a version (delivered on CD-ROM!) starting in 1960 through a
FOIA request with the Federal Deposit Insurance Corporation (FDIC). We use these
data to add a few additional observations that allow us to evaluate differences in
trends between banks depending on their Eurodollar exposure.

One downside of the Call Report data is that the time series on foreign deposits (i.e.
Eurodollar deposits) are only reported from 1976 onwards. To validate our London
branch measure, we thus also draw on data on publicly-listed banks from Compustat
Global, which contains a variable on foreign deposits starting in 1970.

Aggregation to Bank Holding Companies Because our loan-level data usually only
indicates a bank name, rather than the exact subsidiary, we aggregate the Call Report
data to the level of the Bank Holding Company (BHC), which may include several
individual banks. We use the FFIEC’s Relationships table for this mapping.

Data cleaning After aggregating the data to the BHC level, we apply several cleaning
steps closely following the discussion in den Haan, Sumner, and Yamashiro (2007):

• We only keep banks located in the 50 states and DC (0 < rssd9210 < 57)

• We only keep insured banks (rssd9424 = 1, 2, or 6)

• We only keep institutions chartered as commercial banks (rssd9048 = 200)
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• We only keep observations with positive assets (rcfd2170 > 0

• We set the value of a variable to missing if it lies more than 5 standard deviations
above or below a variable’s mean in that quarter

There is an additional issue with the reporting of a few variables in 1983, an issue
also noted by den Haan et al. (2007). For our purposes, this is only relevant for the
variable on foreign deposits. In particular, the 1983 values are around 80% lower than
in the years before and after, which is implausible. We thus replace the 1983 values of
foreign deposits for each bank with the average of 1982 and 1984 (i.e., we use a linear
interpolation to impute them).

In addition to these cleaning steps, we also winsorize all variables at the 1st and 99th
percentile when running regressions to limit the influence of outliers.

Variable construction For the construction of bank balance sheet and income state-
ment information, two things are worth noting.

First, we construct an annual bank-year dataset from the underlying quarterly data.
For balance sheet variables, we compute annual averages. For variables based on
banks’ income statement, we first annualize them (by multiplying them by 4), and then
take their average. This is to avoid cases where a bank may only report its income, for
example, in a single quarter, which would introduce noise when simply taking the
sum of income statement measures in a year.

Second, the variable for total deposits we take from the Call Reports posted by Drech-
sler et al. (2017) notably excludes foreign deposits, being defined as deposits=rcon2200
in their SAS code (line 138). This is because the rcon series in the Call Reports only
include numbers from domestic, but not foreign branches of U.S. banks. When cal-
culating the share of foreign deposits (defined as foreigndep=rcfn2200), we thus add
foreign deposits to the denominator.

A.2.3 Historical Non-U.S. Bank Data

To get a sense of how the balance sheets and income statements of banks outside of
the United States developed over the course of the 1970s and 80s, we turn to historical
print editions of The Banker, a leading industry magazine. Importantly for our pur-
poses, The Banker published rankings on the world’s top banks (initially on the “Top
300”, later the “Top 500”), and these rankings include some data on banks’ assets,
equity capital, and profitability.

Clearly, relying on a ranking to obtain such data could be problematic because, by def-
inition, banks experiencing substantial growth or contraction may enter or drop from
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the ranking. That is why we focus on our empirical analysis on changes in bank out-
comes. This is akin to looking at a balanced sample of large institutions (that remain
among the world’s top banks), and thus sidesteps the potential sample selection issue
inherent in using data from a ranking table.

Figure A.2 shows an excerpt from the ranking for 1975, around the starting period
of the most pronounced part of the lending boom to LDCs. We also obtained the
rankings for 1980 and 1988, which roughly correspond to the height of the 1970s credit
expansion and the end of the ensuing bust, respectively.

A.2.4 Merging Data Sources

With the exception of the U.S. Call Reports, all micro datasets used in this study were
created from scratch. This meant there are no existing concordance tables that would
allow us to merge, for example, the data on banks’ London branches to their newly
issued loans. We thus created manual linking tables for each dataset.

To make sure the linking of the data is as accurately as possible, we used a combination
of approaches. First, we used fuzzy matching algorithms to create a set of candidate
matches between any two datasets. Second, these potential matches were then verified
manually by at least two research assistants, various LLM tools, and at least one of the
coauthors. Third, we always checked for the plausibility of the resulting matches by
consulting the list of the largest institutions to make sure none of them were incorrectly
missing from a linking table.
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A.3 Additional Results

FIGURE A.1: London Branches and Eurodollars – Compustat vs. Call Reports

Notes: This figure plots the regression estimates βt of a bank-level event study specification as in Equa-
tion (2). We estimate this event study using two datasets: data from Compustat Bank as in Figure 6,
and data from the Call Reports, which only report data on foreign deposits from 1976 onwards. Note
that, different from Figure 6, we use 1976 as the excluded period to make the estimates from the two
data sources comparable, which mechanically introduces a “pre-trend” in the Compustat data. We plot
95% confidence intervals based on standard errors clustered by banks.

Sources: The indicator London branch is constructed based on the full address directory of banks in Lon-
don published in The Bankers’ Almanac and Yearbook 1967 (see Section A.2.1). We use data from Compu-
stat Bank and the FFIEC’s Consolidated Report of Condition and Income (“Call Reports”). See Section A.2.2
for details on data cleaning and variable construction.
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TABLE A.2: Bank Characteristics by London Branch

No Has
London London
branch branch Diff. Diff.

(1) (2) (2) - (1) t-stat.

Panel A: All U.S. Banks (N = 10, 950)

Total assets73 51.31 10193.12 10141.81 74.05
Book leverage73 0.91 0.94 0.03 2.27
Return on equity73 0.52 0.48 -0.05 0.75
Loans73 28.82 6437.65 6408.83 75.29
Foreign deposit share76 0.00 0.29 0.29 94.52
Foreign government deposit share78 0.00 0.05 0.05 42.28
Non-core liability share73 0.02 0.26 0.24 32.01

Panel B: U.S. Banks Active in International Loan Market (N = 25)

Total assets73 5747.61 10618.99 4871.38 1.43
Book leverage73 0.94 0.94 0.00 0.28
Return on equity73 0.55 0.48 -0.07 1.23
Loans73 3489.60 6717.17 3227.57 1.40
Foreign deposit share76 0.10 0.30 0.20 2.76
Foreign government deposit share78 0.01 0.05 0.04 2.63
Non-core liability share73 0.18 0.26 0.08 1.43

Panel C: Largest global banks (N = 300)

Total assets75 5229.74 14662.20 9432.46 9.30
Book leverage75 0.95 0.96 0.01 2.59
Non-core liability share75 0.15 0.13 -0.02 1.04

Notes: This table reports differences in bank characteristics depending on whether a bank had a London
branch in 1967. The indicator London branch is constructed based on the full address directory of banks
in London published in The Bankers’ Almanac and Yearbook 1967 (see Section A.2.1). Panel A focuses on
U.S. banks, where the data are taken from the Call Reports (see Section A.2.2 for details on data cleaning
and variable construction). Note that data on foreign deposits and foreign governments’ deposits only
becomes available in 1976 and 1978, respectively. Panel B looks at U.S. banks active in the international
loan market, defined as those serving as lead arranger in at least five contracts in our loan-level dataset.
Panel C looks at a sample of the largest global banks taken from The Banker (see Section A.2.3). We only
have information on a few characteristics for international banks. The (absolute value of the) t-statistic
reported is for the difference of means between banks with and without a London branch.
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TABLE A.3: Largest borrowers by region

1973-81 1982-89

Total Total
Loan Gov Loan Gov

Amount Share Spread Maturity Amount Share Spread Maturity
(1) (2) (3) (4) (5) (6) (7) (8)

Panel A: Asia Pacific

South Korea 12.54 0.024 0.915 91.87 21.09 0.014 0.528 69.11
Philippines 8.548 0.029 1.163 101.4 2.948 0.005 0.776 106.6
Indonesia 7.041 0.507 1.235 99.81 15.73 0.782 0.590 100.5
Australia 6.849 0.070 1.158 152.2 86.20 0.129 0.347 64.66
Hong Kong 5.123 0.013 1.084 109.1 22.17 0.000 0.592 73.95
Total 60.33 0.170 0.970 99.89 272.8 0.126 0.518 75.80

Panel B: Europe

Italy 26.85 0.010 0.651 90.31 67.69 0.007 0.328 73.31
United Kingdom 21.80 0.311 0.756 99.93 290.0 0.011 0.454 66.37
Spain 21.67 0.097 0.882 92.60 32.41 0.144 0.436 97.46
France 16.82 0.089 0.590 100.4 86.46 0.091 0.276 86.58
Sweden 9.895 0.599 0.596 91.54 41.38 0.494 0.291 79.06
Total 171.3 0.197 0.774 92.65 723.1 0.101 0.428 73.57

Panel C: North America

United States 76.80 0.001 0.540 81.87 528.8 0.010 0.667 62.55
Canada 18.95 0.634 0.548 106.1 80.33 0.398 0.480 85.93
Total 95.76 0.126 0.542 86.74 609.3 0.062 0.644 65.63

Panel D: Latin America

Mexico 39.93 0.179 0.897 87.45 29.98 0.256 1.251 55.43
Brazil 29.99 0.182 1.492 104.1 22.80 0.143 1.627 96.55
Venezuela 16.12 0.431 0.715 65.91 7.727 0.294 0.758 50.61
Argentina 11.34 0.125 1.017 93.74 4.380 0.007 1.522 48.22
Chile 5.203 0.000 1.082 89.65 2.071 0.038 0.975 112.8
Total 121.6 0.247 1.088 89.49 82.62 0.239 1.192 70.78

(Continued on next page)
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TABLE A.3: Largest borrowers by region

(Continued from previous page)

1973-81 1982-89

Total Total
Loan Gov Loan Gov

Amount Share Spread Maturity Amount Share Spread Maturity
(1) (2) (3) (4) (5) (6) (7) (8)

Panel E: Middle East North Africa

Algeria 6.875 0.000 1.231 101.7 6.741 0.000 0.491 98.66
Iran 4.849 0.204 1.003 91.72 0.041 0.000 6
Morocco 3.689 0.527 1.166 89.11 1.201 0.053 0.729 43.84
UAE 2.879 0.627 1.311 70.79 2.129 0.225 0.611 81.54
Saudi Arabia 1.850 0.008 1.138 53.94 4.386 0.000 0.696 59.29
Total 26.70 0.242 1.130 86.16 27.87 0.183 0.623 79.43

Panel F: South Asia

India 0.989 0.000 0.602 110.3 9.495 0.015 0.413 116.4
Pakistan 0.575 0.608 1.244 38.82 2.325 0.715 0.818 46.97
Sri Lanka 0.277 0.450 0.747 90.65 0.376 0.733 0.621 105.9
Total 1.889 0.264 0.821 84.89 12.28 0.173 0.526 103.1

Panel G: Sub-Saharan Africa

Nigeria 6.738 0.929 0.966 93.66 1.756 0.881 0.866 99.62
South Africa 3.321 0.331 1.184 77.81 0.847 0.221 0.760 70.97
Ivory Coast 1.636 0.648 1.530 104.1 0.689 0.502 1.309 82.79
Gabon 0.539 0.898 1.658 94.16 0.073 0.993 0.953 96
Zambia 0.534 0.280 1.490 57.66 0.472 0.000 1.476 57.09
Total 15.53 0.693 1.197 88.40 7.782 0.443 1.070 73.26

Notes: This table presents data on the largest international borrowers by region for two time periods:
1973-81 and 1982-89. It provides variables over the two periods: total loan amount (in billion USD),
government loan share, spreads (in percentage points), and maturity (in months). The government
loan share, spread, and maturity are weighted by the loan amount.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details.
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TABLE A.4: Largest Borrowers by Group (Advanced vs. Emerging)

1973-81 1982-89

Total Total
Loan Gov Loan Gov

Amount Share Spread Maturity Amount Share Spread Maturity
(1) (2) (3) (4) (5) (6) (7) (8)

Panel A: Advanced Economies

United States 76.80 0.001 0.540 81.87 528.8 0.010 0.667 62.55
Italy 26.85 0.010 0.651 90.31 67.69 0.007 0.328 73.31
United Kingdom 21.80 0.311 0.756 99.93 290.0 0.011 0.454 66.37
Canada 18.95 0.634 0.548 106.1 80.33 0.398 0.480 85.93
France 16.82 0.089 0.590 100.4 86.46 0.091 0.276 86.58
Sweden 9.895 0.599 0.596 91.54 41.38 0.494 0.291 79.06
Denmark 9.519 0.783 0.750 91.69 17.69 0.434 0.278 83.45
Norway 7.307 0.004 0.909 96.97 17.78 0.004 0.524 75.44
Australia 6.849 0.070 1.158 152.2 86.20 0.129 0.347 64.66
Finland 4.141 0.004 0.718 93.83 14.77 0.343 0.163 72.52
Total 219.2 0.196 0.635 92.30 1381. 0.080 0.509 67.62

Panel B: Emerging Markets

Mexico 39.93 0.179 0.897 87.45 29.98 0.256 1.251 55.43
Brazil 29.99 0.182 1.492 104.1 22.80 0.143 1.627 96.55
Spain 21.67 0.097 0.882 92.60 32.41 0.144 0.436 97.46
Venezuela 16.12 0.431 0.715 65.91 7.727 0.294 0.758 50.61
South Korea 12.54 0.024 0.915 91.87 21.09 0.014 0.528 69.11
Argentina 11.34 0.125 1.017 93.74 4.380 0.007 1.522 48.22
Philippines 8.548 0.029 1.163 101.4 2.948 0.005 0.776 106.6
Soviet Union 7.171 0.000 0.988 78.56 20.44 0.000 0.390 83.98
Indonesia 7.041 0.507 1.235 99.81 15.73 0.782 0.590 100.5
Algeria 6.875 0.000 1.231 101.7 6.741 0.000 0.491 98.66
Total 274.0 0.223 1.038 90.20 354.7 0.185 0.755 84.41

Notes: This table reports the list of the largest borrowers among advanced and emerging market
economies for two time periods: 1973-81 and 1982-89. It provides variables over the two periods: total
loan amount (in billion USD), government loan share, spreads (in percentage points), and maturity (in
months). The government loan share, spread, and maturity are weighted by the loan amount.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. Country classifications are based
on the World Bank’s World Development Report (1980 edition).
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TABLE A.6: Call Reports Variable Availability

Variable Call Report Code Available from
Net Income RIAD4340 1976
Assets RCFD2170 1976
Equity RCFD3210 1976
Domestic Deposits RCON2210 1976
Foreign Deposits RCFN2210 1976
Foreign Government Deposits RCFD2650 1976
Total Loans RCFD1400 + RCFD2165 1976
Foreign Loans RCFN3360 1978
Foreign Government Loans RCFD2081 1978
Non-performing loans RCFD1403 + RCFD1407 1983
Foreign C&I Loans RCFD1764 1984

Notes: This table describes the construction and availability for the variables obtained from the FFIEC’s
Consolidated Report of Condition and Income (“Call Reports”).

Sources: Bank balance sheet and income statement data are taken from the FFIEC’s Consolidated Report
of Condition and Income (“Call Reports”). See Section A.2.2 for details on data cleaning and variable
construction.
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A.1. FIGURES

FIGURE A.2: Example Image of the “Top 300” Bank Data
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FIGURE A.3: Comparing Loan-level and Aggregate Data on Cross-Border Loan
Issuance

(A) Global Time Series

(B) Average Loan Issuance by Country

Notes: These figures compare the newly-constructed loan-level data with existing estimates of the size
of cross-border loan issuance published in World Financial Markets. Panel (A) compares the total amount
of newly issued loans globally by year. Panel (B) compares the total amount of loans by recipient coun-
try for the years available in both sources.

Sources: Loan data digitized from the World Bank publication Borrowing in International Capital Markets
(1973-80) and Euromoney magazine (1981-89). See Section II for details. Aggregate data on “eurocur-
rency loan issuance” was digitized from physical copies of World Financial Markets (various issues).
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FIGURE A.4: London and the Rise of the Eurodollar Market

(A) Foreign bank presence in London

Notes: This figure document the concurrent rise of foreign banking presence in London. It plots the
number of foreign bank branches and employees in London. Branches are split into direct representa-
tions (own branches) and indirect representations (branches of joint ventures with other banks).

Sources: Foreign branches and number of employees are taken from The Banker, November 1978.
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FIGURE A.5: Secondary Market Prices for Emerging Market Debt

(A) Latin America

(B) Other emerging markets

Notes: Prices listed are the minimum secondary market prices (in cents on the dollar) for emerging
market sovereign debt over the period 1986-89. Lower prices mean a larger haircut to creditors.

Sources: Data reported by Zettelmeyer, Weder, and Klingen (2004); first data point in 1986.
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