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Some Background on Foreign Lending

The business of commercial banks is to take people's money and make
commercial loans with them. This is profitable to banks because the interest
they receive on loans is much higher than the interest paid to depositors.
Because they don't pay interest, checking accounts are free money for banks
to lend. Loans for people? Loans for housing needs? Loans to local com
panies that are staying in New York? No. Banks say that these loans are
not profitable. In fact, several big New York banks recently announced a
complete suspension of all home mortgage lending in the city. Instead,
banks are lending luore than ever - to runaway shops in the Sunbelt, multi
national corporations and foreign governments. The big five New York commer
cial banks - Citibank, Chase Manhattan, Manufa.cturers Hanover, Chemical and
Bankers Trust - make over half of their total loans to foreign companies and
governments.

The big bank's foreign loans go primarily to the industrialized West
European countries and Japan. However, U.S. bank credits have also been an
essential ingredient of survival for repressive governments across the world.
U.S. bankers made loans to Chile's government until Salvadore Allende was
elected; they then cut off virtually all credits, until he was overthrown.
The current military dictatorship has received $927 million in loans from the
same U.S. banks. During the same period, the big five New York banks headed
loans totalling over $2 billion to the government and companies of South Africa.
Similarly, the Shah of Iran's dictatorship received billions of dollars from
U.S. banks.

These are the same banks which, according to the New York Times, made
"exceptionally high earnings" in the last three months of 1978 (a 62% increase
for Chase). Even the regulatory agencies, usually hand-in-glove with the banks,
are currently asking for ceilings on profit margins to help control inflation.
To boost earning ever higher, intense lobbying is going on now for a plan, hatched
byCitibank, to create a "tax-free zone" in New York City for U.S. banks'
international operations. Following are some useful statistics on the five big banks:

($ millions) Loans Deposits %of Income Loans to
from Foreign S.A. Parti-

Bank Total % Foreign Total % NY State Operations cipated In

Citibank $46,605 65% $55,651 34~D 82% $1,278

Chase Manhattan 53,180 57 43,508 48 65 592

r"lanufacturers Hanover 19,043 56 29,783 66 55 946

Chemical Bank 15,881 45 23,297 56 44 40

Bankers Trust 12,331 51 17,360 58 79 50

Sources: Bank 1977 Annual Reports; Economic Aid and Private Banks: The Case of Chile,
In§t, for Policy Studies' '1.5. Bank Loans to S.A., Corp. Data Exchange; World Bank.
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