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POLICY BRIEF

China’s Financial Statecraft and 
International Financial Security

Introduction
China’s Belt and Road Initiative (BRI) has been expanding its 
geographical scope and issue areas since Chinese President Xi 
Jinping first announced his idea of building a silk road economic 
belt and a 21st century maritime silk road in autumn 2013. Chi-
nese investment overseas has surged over the past decade in 
countries along the two silk roads and beyond. China’s growing 
overseas presence has been mainly supported by the overseas 
lending of two state-owned banks, namely the China Develop-
ment Bank (CDB) and the China Export Import Bank (China Exim 
Bank).

However, China’s financial statecraft has become a source of ten-
sion and the nature of its lending activities has been very contro-
versial. Its manner of extending overseas lending is somewhat 
unique among official lenders. Chinese official lending contracts 
contain provisions that are either more common in commercial 
lending or that go against traditional lending practices. 

Today China is the largest creditor in the world, and its annual 
debt service obligations are increasing in many developing coun-
tries. Amid the Covid-19 pandemic, Zambia was the first country 
to default on its debts in November 2020. Chinese debt accounted 
for 29 percent of Zambia’ s total public debt at the end of 2019. 
Now that the Covid-19 pandemic has had an enormous impact 
on the world economy, concern over a sovereign debt crisis has 
loomed large. More than 50 percent of low-income countries were 
reportedly either at high risk of debt distress or actually in debt 
distress as of November 2020.1 
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The state of China’s overseas lending could under-
mine international financial security, particularly fi-
nancial stability and debt sustainability in borrowing 
countries. 

Despite the significance of the issue, our under-
standing of China’s overseas lending is still limit-
ed. Therefore, this policy brief first provides a brief 
overview of it. China’s ‘debt-trap diplomacy’ has 
been widely reported in developing countries and 
beyond. Nevertheless, the term is ambiguous and 
merits detailed examination. This policy brief seeks 
to unpack China’s overseas lending activities.

The second part of the policy brief offers policy 
recommendations. European Union (EU) member 
states and Japan are influential players in interna-
tional finance because they are key parts of the in-
ternational finance architecture. The Paris Club is 
the most important informal group of official credi-
tors, and France has been serving as its host since 
the first meeting was held there in May 1956. Its 
22 permanent members include 11 EU members 
(Austria, Belgium, Denmark, Finland, France, Ger-
many, Ireland, Italy, Netherlands, Spain and Swe-
den), Norway, Switzerland, the United Kingdom 
and Japan.2 

Another influential donor group, the Development 
Assistance Committee (DAC) of the Organisation for 
Economic Cooperation and Development (OECD), 
consists of 30 members, including the EU, 16 EU 
members (Austria, Belgium, the Czech Republic, 
Denmark, Finland, France, Germany, Greece, Hun-
gary, Ireland, Italy, Luxembourg, the Netherlands, 
Poland, Portugal and the Slovak Republic), Iceland, 
Norway and Japan. Therefore, international finance 
is one of the most promising areas in which the EU 
and Japan can work together and make a quality 
contribution.

China’s Overseas Lending

The Volume of China’s Overseas Lending

It is almost a cliché that Chinese loans lack trans-
parency, and so it is difficult to find out how much 
China has lent. The Chinese government has not 
disclosed systematic information on its foreign lend-
ing activities, such as the total volume and lending 
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terms.3 China is not a member of either the Paris 
Club or the OECD. Therefore, it has not provided 
the Paris Club with its data on its sovereign lending 
or the OECD with data on its official trade credit 
flows.4 

At the same time, Chinese overseas lending is not 
necessarily government-to-government. Chinese 
state-owned entities often provide loans to state-
owned enterprises in other countries. Such Chinese 
loans are unlikely to be reported to the borrowing 
country governments.5

Moreover, China has a ‘circular’ strategy which 
further obscures its overseas lending. This is a 
mechanism to minimise the risk of default by direct-
ly transferring money to Chinese contractor firms 
that implement loan projects overseas instead of 
disbursing money to borrowing governments. This 
mechanism makes it difficult for non-Chinese par-
ties, and even the borrowing governments, to col-
lect accurate data on Chinese borrowing.6 

The Chinese government has reported its conces-
sional yuan loans in three white papers on its for-
eign aid. It published the first of these white papers 
in April 2011 and grouped the foreign aid in three 
categories: grants, interest-free loans and conces-
sional yuan loans. Grants and interest-free loans 
are both provided from China’s state finance. Con-
cessional loans have low interest with low maturity 
and are offered by the China Exim Bank. However, 
this categorisation of foreign aid is unique to China. 
DAC, the most influential international forum of tra-
ditional donors, uses the following foreign aid cat-
egories: grants, concessional loans and technical 
assistance. 

 According to the first white paper, the total amount 
of concessional yuan loans which China had ex-
tended by the end of 2009 was RMB 73.55 billion 
($11.14 billion).7 The second of the white papers 
was published in July 2014 and it revealed that 
China had offered concessional yuan loans worth 
RMB 49.76 billion ($8.03 billion) between 2010 and 
2012.8 The third white paper published in January 
2021 was entitled ‘China’s International Develop-
ment Cooperation in the New Era’ and it explained 
that the total amount of China’s concessional yuan 
loans extended between 2013 and 2018 was RMB 
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131.1 billion ($20.71 billion).9 In sum, China offered 
RMB 254.4 billion ($39.88 billion) in concessional 
yuan loans between 1995 and 2018.10 

Concessional yuan loans are only a part of China’s 
overseas lending, however. In general, overseas 
lending consists of direct loans and trade credits. 
Direct loans are either official or commercial. Offi-
cial loans are categorised in two groups: ODA loans 
and other official flows (OOFs). ODA loans are con-
cessional loans with a grant element of more than 
25%. An OOF is an official sector transaction that 
is aimed at promoting development or facilitating 
exports, but its grant element is less than 25%.11 
Commercial loans are offered by private entities. 
Chinese state-owned banks and enterprises pro-
vide commercial loans. 

Scholars have recently conducted empirical re-
search on China’s overseas lending. Multiple stud-
ies indicate that China is the world’s largest official 
creditor. Sebastian Horn, Carmen M. Reinhart12 
and Christoph Trebesch conclude that China, both 
the state and its subsidiaries, offered approximately 
$1.5 trillion in direct loans and trade credits to more 
than 150 countries between 1949 and 2017. This 
figure exceeds the total amount of credits that the 
traditional official lenders, namely the World Bank, 
the IMF and OECD donors, offered.13 More impor-
tantly, they find that 50 percent of China’s loans to 
developing countries are unreported ‘hidden debts,’ 
reaching more than $200 billion in 2016.14

Chinese overseas development finance by CDB 
and China Exim Bank represents a large part of 
China’s overseas lending.15 In December 2020, the 
Boston University Global Development Policy Cen-
ter released a comprehensive database of China’s 
overseas development finance between 2008 and 
2019.16 The database covers all the 858 loans that 

9  The State Council Information Office of the People’s Republic of China, China’s International Development Cooperation in the New Era, 
January 2021.
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CDB and Exim Bank extended to foreign govern-
ments, inter-governmental bodies and state-owned 
entities. According to Rebecca Ray and Blake Alex-
ander Simmons of the Global Development Policy 
Center, Chinese overseas development finance by 
CDB and China Exim Bank between 2008 and 2019 
amounted to $462 billion. Their research also sug-
gests that China is the world’s largest official credi-
tor because the amount of sovereign loans that the 
International Bank for Reconstruction and Develop-
ment (IBRD) and the International Development As-
sociation (IDA) extended during the same 12-year 
period was $467 billion.17 

These research findings suggest that roughly a third 
of China’s overseas loans were extended in the 
past decade. According to Scott Morris, Brad Parks 
and Alysha Gardner, Chinese loans have less than 
20-year maturities.18 It is most likely that develop-
ing countries have already started paying back their 
loans to China, and deadlines for repayment will ar-
rive one after another in the next few years. Be-
cause the Covid-19 pandemic has exacerbated the 
financial situation of developing countries, avoiding 
a series of debt crises is a pressing concern not 
only for developing countries in distress but also for 
China. Now is the time for the global donor commu-
nity in cooperation with developing countries to take 
adequate measures.

The Terms of Chinese Overseas Loans

Chinese loans, even concessional yuan loans, 
are not necessarily generous to developing 
countries. In its first white paper on foreign aid 
in April 2010 the Chinese government revealed 
that the lending terms of its concessional yuan 
loans were generally a 2 to 3 percent interest 
rate, a 5 to 7-year grace period and 10 to 20-
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year maturity.19 The latest lending terms are un-
known because the other two white papers do 
not contain such information.

According to research by Scott Morris, Brad 
Parks and Alysha Gardner, which uses the 
World Bank’s classified Debtor Reporting 
System, the official Chinese lending terms to 
low-income countries are generally a 2 percent 
interest rate, a 6-year grace period and 20-year 
maturity. Those to middle-income countries 
have LIBOR (the London Interbank Offered 
Rate) benchmarked flexible interest rates, 3 to 
5-year grace periods and 2 to 18-year matur-
ities.20 

These terms are not attractive for developing 
countries. For instance, Japanese Official De-
velopment Assistance (ODA) yen loans offer 
more favourable terms. The Japan Internation-
al Cooperation Agency (JICA)’s lending terms 
to low-income countries are a 0.01 percent in-
terest rate, a 10-year grace period and 40-year 
maturity.21 China’s foreign exchange reserves 
reportedly earn a 3% annual return at home. 
Therefore, Chinese government lending insti-
tutions have an incentive to price their foreign 
currency-denominated loans above 3%.22 

19  China’s Foreign Aid, April 2011, p.9.

20  Morris and others, p.3.
21  Japan International Cooperation Agency, “Official Development Assistance Loans (as of April 2020),” https://www.jica.go.jp/english/our_work/

types_of_assistance/oda_loans/standard/index.html.

22  Morris et al., p.7.

23  “China’s Overseas Development Finance: Geospatial Data for Analysis of Biodiversity and Indigenous Lands,” Global Development Policy 
Center, Boston University, https://www.bu.edu/gdp/chinas-overseas-development-finance/

24  “China Arrests Former China Development Bank Chairman: Media,” 

13 February 2020, REUTERS, https://www.reuters.com/article/us-china-bank-idUSKBN2070PA.

The terms of Chinese overseas loans are like-
ly to become tighter as time goes by because 
Chinese non-official loans have been growing 
recently. Chinese overseas lending by the CDB 
and China Exim Bank reached a maximum of 
$75 billion in 2016. According to Ray and Sim-
mons, CDB and China Exim Bank loans have 
decreased significantly since then: $49.2 billion 
in 2017, $12.6 billion in 2018 and $3.9 billion 
in 2019.23 The Covid-19 pandemic was not the 
main reason for the slowdown. The significant 
decrease in 2019 was reportedly due to the for-
mer chairman of the CDB, Hu Huaibang, being 
charged with corruption in July 2019 and being 
arrested in February 2020.24 

In contrast, Chinese commercial lending 
steadily expanded in the 2010s. China has 
been expanding loans to implement BRI proj-
ects in developing countries in cooperation with 
the private sector. The Chinese private sector 
increasingly participates in BRI projects in de-
veloping countries. Three Chinese commercial 
banks, namely the Bank of China, the Industrial 
and Commercial Bank of China (ICBC) and the 
China Construction Bank (CCB), are the major 
private providers of overseas lending. As Table 
2 indicates, they have been actively extending 
overseas loans, and their overseas lending 
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volume has almost doubled since China start-
ed the BRI in 2013. Their overseas lending 
has already peaked out – the Bank of China’s 
in 2019, the ICBC and CCB’s in 2018 – while 
their total loans have continued to grow. In any 
case, Chinese overseas lending, both official 
and commercial, is likely to grow steadily in the 
foreseeable future. 

Meanwhile, Chinese banks have been signing 
many project financing deals outside of China 
recently. This frequent use of project financing 
may become troubling in the long run, how-
ever. Project financing is a funding scheme to 
finance a long-term infrastructure or industrial 
project which relies on the project’s cash flow 
for repayment. Because the payment of the 
debt used to finance the project comes from 
the cash flow generated by the project, only 
‘profitable’ projects that can generate enough 
cash flow for long-term repayment will be fund-
ed and implemented. In other words, if a de-
veloping country relies on project financing for 
infrastructure projects, it may result in a lack of 
necessary but unprofitable infrastructure proj-
ects in the country. 

In general, project financing is attractive to bor-
rowers because the loan is off-balance. A gov-
ernment can keep the debt off-balance-sheet 
when it uses project financing, and therefore 
it does not increase the amount of debt the 
government appears to have. Because proj-
ect finance does not increase debt per se, it 
is a favoured option particularly for developing 

25  Anna Gelpern, Sebastian Horn, Scott Morris, Brad Parks and Christopher Trebesch, How China Lends: A Rare Look into 100 Debt Contracts 
with Foreign Governments, March 2021, pp.5-7.

countries that cannot attract enough foreign 
capital and highly indebted developing coun-
tries as a way to finance infrastructure projects. 

To put it another way, however, project financ-
ing makes it difficult for a third party to have ac-
curate information on the total volume of credit 
that private companies extend. It means that 
a country can build infrastructure using project 

financing without increasing its debt in the short 
run. 

Project financing is a long-term scheme, generally 
taking 30-50 years. Therefore, it has not yet posed 
severe problems to developing countries and else-
where. However, if foreign companies cannot re-
cover their investments in the future, the facilities 
will not be transferred to the borrowing countries. In 
the long run, foreign companies may end up own-
ing many facilities overseas. Chinese ownership 
of strategic infrastructure in developing countries 
might raise security concerns in and outside these 
countries.

The Commercial Characteristics of Chinese 
Official Loan Contracts

Chinese overseas loan contracts are another 
source of concern because they include problem-
atic clauses that are unfavourable to borrowers 
and more common in commercial lending25. These 
provisions, such as borrower confidentiality obliga-
tions, special bank accounts and ‘No Paris Club’ 
clauses, make it difficult for other creditors to accu-
rately estimate debtors’ debt-serving capacity and 
assess the risk of debt distress.
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First, Chinese borrower confidentiality obligations 
prohibit borrowers from disclosing the terms of 
contracts or relevant information.26 Confidentiality 
clauses per se are not necessarily unique to Chi-
nese contracts. However, in practice, it is lenders, 
not borrowers, that debt contracts impose condi-
tionality obligations on, as in the case of the model 
commercial loan contract shown by the Loan Mar-
ket Association (LMA).27 In addition, confidentiality 
clauses in Chinese contracts cover all the terms 
and even the existence of the contracts themselves 
and therefore are unusually broader than the scope 
of confidentiality clauses in other contracts. 

Among the sample contracts that Gelpern et.al. in-
vestigate, all CDB contracts and 43 percent of Chi-
na Exim Bank contracts contain borrower confiden-
tiality clauses.28 These Chinese policy banks began 
to include borrower confidentiality clauses mostly 
after China initiated the BRI in 2013. All China Exim 
Bank contracts after 2014 include confidentiality 
clauses. In contrast, only one contract issued in 
2008 contained a confidentiality clause among 37 
contracts made between 2000 and 2013.29 

Gelpern et.al. also reveal that all China Exim Bank 
contracts after 2014 contain the following confiden-
tiality clause.

The Borrower shall keep all the terms, condi-
tions and the standard of fees hereunder or in 
connection with the Agreement strictly confi-
dential. Without the prior written consent of the 
Lender, the Borrower shall not disclose any in-
formation hereunder or in connection with this 
Agreement to any third party unless required by 
applicable law.30

The Chinese confidential clause constrains the 
borrower to not disclose the loan terms even to 
Paris Club creditors. In other words, it serves as 
a mechanism with which the Chinese lender and 
the borrower can accumulate ‘hidden debts’ with-
out others knowing. Hidden debts are problemat-
ic because they obscure the borrower’s total debt 
volume and make it difficult for others to assess its 
financial standing accurately. Other creditors may 

26  Ibid., pp.4-5. 

27  Ibid.

28  Ibid., p.22.

29  Ibid., pp.22-23.

30  Gelpern et al., p.24.

31  Ibid., p.26.

32  Ibid., p.5.

33  Ibid., p.5.

34  Ibid., p.31.

extend loans without knowing that the borrower has 
already borrowed too much. The clause suggests 
that even if the borrower asks the Paris Club for 
debt restructuring, China may be able to collect 
“hidden debts unilaterally.” 

Second, Chinese loan contracts include a provision 
on credit enhancement measures, such as liens, 
escrow and special accounts. Chinese policy banks 
tend to use special accounts. These banks require 
sovereign borrowers to keep bank accounts and 
maintain certain account balances at their banks or 
other Chinese banks they designate during the en-
tire validity period of the loan. CDB loans seem to 
have more security arrangements than China Exim 
Bank loans. This may be because the average face 
value of a CDB loan is much larger than that of a 
China Exim Bank loan: the former is $1.5 billion and 
the latter is $200 million.31

In essence, Chinese lenders use special accounts 
as ‘cash collateral’ to secure debt repayment from 
borrowers in the event of default.32 Gelpern et al. 
point out that 30 percent of their sample Chinese 
contracts force sovereign borrowers to set up a 
special bank account in which revenue from the 
Chinese loan-funded project or unrelated projects 
are deposited.33

After all, collateral in the form of a bank account 
may be more beneficial for Chinese lenders than 
physical assets such as infrastructure because of 
its higher liquidity. Cash collateral is more conve-
nient to secure and sell without attracting the atten-
tion of a third party, including the media.34A good 
example is the Hambantota port lease agreement 
between Sri Lanka and China in 2017. This became 
a wake-up call for the entire global community and 
triggered a discussion on China’s ‘debt-trap diplo-
macy.’ China may have realised the benefit of se-
curing its overseas loans in other ways instead of 
appropriating strategically critical physical assets in 
developing countries.
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Policy recommendations
China’s financial statecraft will continue to be a 
challenge to the state of international finance amid 
the Covid-19 pandemic and beyond. As concerns 
over a sovereign debt crisis have been looming 
large recently, now is the time for the global donor 
community to transform China into a responsible 
lender. China is now too big for any country to en-
gage bilaterally, however. It is more effective to 
incorporate China in multilateral frameworks and 
transform it into a more responsible lender. In this 
regard, EU countries and Japan can work togeth-
er and make a quality contribution.

First, it is necessary to improve the existing inter-
national debt architecture. The Paris Club, an in-
formal group of official creditors, traces its roots 
back to the meeting hosted by France in Paris in 
May 1956 when Argentina requested a meeting 
with its sovereign creditors to avoid a default. It 
has been the most important framework for re-
scheduling debts.35 EU countries and Japan can 
play essential roles in the Paris Club. 

In the long run, we should continue to encourage 
China to become a full member of the Paris Club. 
Creditors have diversified over the past decade, 
and the Paris Club needs to accommodate this re-
ality by including other sovereign lenders. China is 
entitled to join the Paris Club as the world’s largest 
official creditor, together with the other G20 coun-
tries such as India and Saudi Arabia.

In the short run, however, the Paris Club should 
not allow China to be a free rider. China is only 
an ad hoc participant today. Ad hoc participants 
are “invited on a case-by-case basis to join on a 
country-specific discussion and/or workout.” They 
are “eligible,” but “not required, to participate in 
any given workout” and they can “withdraw from 
discussion or participation at any time.”36 China’s 
status is problematic because full members must 
attend all the meetings and abide by the Paris 

35  The Paris Club, “Historical Development,”  https://clubdeparis.org/en/communications/page/historical-development.

36  The Paris Club, “Ad Hoc Participants,” https://clubdeparis.org/en/communications/page/ad-hoc-participants.

37  Paris Club creditor countries attend monthly “Tours d’Horizon” meetings (except in February and August) held in Paris to discuss issues 
such as the debt situation of borrower countries and methodological issues on debt. The Paris Club, “The Paris Club Meetings,” https://
clubdeparis.org/en/communications/page/paris-club-meetings.

38  The Paris Club, “Ad Hoc Participants.”

39  Daniel Munevar, “The G20 “Common Framework for Debt Treatments beyond the DSSI”: Is It Bound to Fail? Part 1,” 22 October 2020, 
https://www.eurodad.org/the_g20_common_framework_for_debt_treatments_beyond_the_dssi_is_it_bound_to_fail.

40  “Communique G20 Finance Ministers and Central Bank Governors Meeting 15 April 2020 [Virtual], https://www.mof.go.jp/english/interna-
tional_policy/convention/g20/g20_20200415_01.pdf, p.12.

41  The World Bank, “COVID 19: Debt Service Suspension Initiative,” 13 May 2021, https://www.worldbank.org/en/topic/debt/brief/
covid-19-debt-service-suspension-initiative.

Club’s principles.37 

As an ad hoc participant, China can get the best 
of both worlds at the Paris Club: obtain helpful in-
formation and continue to collect debt while avoid-
ing inconvenient commitments.38 The Paris Club 
should only allow China to participate in discus-
sion or any activity of the Paris Club as an ad hoc 
member if it commits to abide by the core prin-
ciples of the Paris Club and abandon ‘No Paris 
Club’ clauses. Once China commits to participate 
in a country-specific discussion or workout, China 
should not withdraw from discussion or participa-
tion at any time. In addition, the Paris Club can 
give China a reality check by encouraging it to dis-
close its official lending to a sovereign borrower 
when the borrower asks the Paris Club for debt 
rescheduling.

At the same time, it is necessary to incorporate 
China in other multilateral mechanisms. In April 
2020, a G20 Finance Ministers and Central Bank 
Governors meeting agreed to launch a debt ser-
vice suspension initiative (DSSI) that offers debt 
referrals for the poorest countries. The DSSI was 
launched because voluntary participation by pri-
vate and multilateral creditors in the Paris Club 
was causing controversy.39 This was the first time 
that G20 countries had agreed on a common 
framework for restructuring sovereign debt. It was 
also the first multilateral debt restructuring frame-
work that China had ever joined. 

The DSSI is a short-term measure to freeze official 
bilateral debt payments with both principal repay-
ments and interest payments being suspended. 
The suspension period started on 1 May 2020 and 
was originally set to end on 31 December 2020.40 
However, the G20 Finance Ministers and Central 
Bank Governors meeting in October 2020 agreed 
to extend it to the end of June 2021. At the 2021 
IMF/World Bank Group Spring Meetings in April 
2021 the suspension period was further extended 
to the end of 2021.41 
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The current framework has loopholes, however. 
First, the DSSI only covers ‘official creditors.’ It is 
not mandatory for private creditors to participate 
in it. Private creditors are neither governments 
nor public sector agencies. They are commer-
cial banks, private bondholders, financial institu-
tions, manufacturers and exporters. Today, private 
creditors are owed a sizeable share of the debt 
service payments. According to the Institute of In-
ternational Finance, the amounts of debt service 
payments that DSSI-eligible countries owed to of-
ficial and private creditors between 1 May and 31 
December 2020 were $18 billion and $13 billion 
respectively.42 It is now unrealistic to reschedule 
debt payments without the cooperation of private 
creditors. EU countries and Japan should contin-
ue to make efforts to incorporate ‘private creditors’ 
in the DSSI. 

In this respect, China has not classified the CDB 
as an official lender and exempts it from inclusion 
in the DSSI. Because the CDB is reportedly the 
most significant funding source of China’s BRI 
and the largest provider of development finance 
today, the inclusion of the CDB would be key to 
the success of the DSSI and to effectively address 
debt crises in the future. EU countries and Japan 
should continue to pressure China to include the 
CDB in the DSSI, and the DSSI should come up 
with a clear definition of ‘official creditor’ which in-
cludes the CDB. 

Last but not least, the global donor community 
should continue its efforts to collect as much in-
formation on Chinese overseas lending as possi-
ble. As the world’s largest official lender, China’s 
overseas lending could affect the state of inter-
national finance. The underreporting of Chinese 
loans, namely ‘hidden debt,’ is a severe problem 
to address because other creditors cannot accu-
rately assess the risk of default on their loans. Ac-
curate information on the total amount and terms 
of Chinese overseas lending will be necessary for 
the stability of international finance. Therefore, we 
need to continue to encourage China to share its 
information on overseas lending.

After all, it is naïve to expect China to voluntarily 
share information on its loans overseas. EU coun-
tries and Japan can establish a study group on 
China’s overseas lending, as the OECD formed 
the China-DAC Study Group in 2009 to enhance 
communication and exchange information on for-

42  Li Ruikang, “What is the G20’s common framework for debt restructuring?” 24 November 2020, CGTN, https://news.cgtn.com/news/2020-
11-19/What-is-G20-s-common-framework-for-debt-restructuring--VxW5QBYRNu/index.html.

eign aid between China and DAC donors. It suc-
cessfully incorporated Chinese academics and 
professionals in the discussion on foreign aid 
and enhanced understanding of China’s foreign 
aid among DAC donors. Creating a similar study 
group on China’s overseas lending within the EU 
or the OECD would be feasible and valuable.

The study group should invite China and other 
non-Paris Club countries to enhance communica-
tion and exchange information. At the same time, 
it would be ideal if the study group could develop 
into a capacity-building platform for developing 
countries to help them strengthen their debt man-
agement and loan negotiation skills, among other 
things.

Conclusion
China’s growing overseas lending has attracted 
concern among developing countries and the glob-
al donor community. China’s financial statecraft 
could pose a severe challenge to the stability of 
the international financial order with its rapidly ex-
panding loans and unique lending practices. The 
current Covid-19 pandemic has severely affected 
the global economy. Many developing countries 
are suffering from the economic slowdown, and it 
will undermine their fiscal stability. Chinese over-
seas loans will mature one after another in the 
near future, hurting developing countries, China 
and the global community. Therefore, the global 
donor community, in which EU countries and Ja-
pan play critical roles, must work together and take 
measures to avoid a series of debt crises before 
the Chinese loans become due for repayment.



Co-funded by the 
Erasmus+ Programme 
of the European Union

Robert Schuman Centre for Advanced Studies
The Robert Schuman Centre for Advanced Studies (RSCAS), created in 
1992 and directed by Professor Brigid Laffan, aims to develop inter-disci-
plinary and comparative research on the major issues facing the process 
of European integration, European societies and Europe’s place in 21st 
century global politics. The Centre is home to a large post-doctoral pro-
gramme and hosts major research programmes, projects and data sets, in 
addition to a range of working groups and ad hoc initiatives. The research 
agenda is organised around a set of core themes and is continuously 
evolving, reflecting the changing agenda of European integration, the ex-
panding membership of the European Union, developments in Europe’s 
neighbourhood and the wider world.

The Global Governance Programme 
The Global Governance Programme (GGP) is research turned into action. 
It provides a European setting to conduct research at the highest level 
and promote synergies between the worlds of research and policy-making, 
to generate ideas and identify creative an innovative solutions to global 
challenges. The Programme is part of the Robert Schuman Centre for Ad-
vanced Studies of the European University Institute, a world-reknowned 
academic institution.  It receives financial support from the European Com-
mission through the European Union budget. Complete information on our 
activities can be found online at:  globalgovernanceprogramme.eui.eu

www.eui/rsc

9     RSC | Policy Brief | Issue 2021/28 | July 2021

Views expressed in this publication reflect the opinion of individual authors and 
not those of the European University Institute or the European Commission. 
© European University Institute, 2021
Content © Shino Watanabe.

doi:10.2870/431917 
ISBN:978-92-9084-994-0 
ISSN:2467-4540 
QM-AX-21-028-EN-N

https://www.eui.eu/en/academic-units/robert-schuman-centre-for-advanced-studies

