July 14, 2015

ECB bank lending survey shows strong

credit demand in Q2 2015

This morning, the European Central Bank (ECB) published the results of its quarterly bank
lending survey (BLS) for Q2 2015, encompassing a sample of 142 banks in the Euro area.

Overall, the survey shows continued improvement in demand and supply outlook, boding
well for loan volumes going forward, especially in the Eurozone periphery. However, we
stress that the survey responses were gathered between 9 and 24 June, i.e. before the
escalation of the Greek crisis (the referendum was called on June 25), which may have
subsequently dented confidence in the periphery.

Low interest rates driving high credit demand

In line with previous quarters, the ECB survey continues to show a majority of banks
reporting improved credit demand in Q2 across the board, in both corporate and
household lending. In particular, mortgage demand was strong in the past three months.

The stronger trend was broad-based in terms of countries and products, with almost all
countries and segments showing improvements. Among the exceptions, we flag the
weakening demand for corporate loans in France (but the strong reported mortgage
demand) and the neutral outlook for mortgage demand in Spain (while demand for
corporate loans was positive). Other than that, Italy stood out among the large countries
for a strong and accelerating demand outlook in both household and corporate lending.

The low level of interest rates was the main factor boosting demand for mortgages,
although positive prospects for housing markets and consumer confidence also
contributed positively.

With respect to lending to enterprises, we note the positive contribution of capital
expenditures needs in ltaly, reflecting improved business confidence in recent months.

For the upcoming quarter, banks expect a continuation of improving loan demand across
the board.

Competition driving increased supply and lower margins

The surveyed loan officers continued to report, on balance, easier credit standards for
loans to enterprises and consumer credit and much easier standards on mortgages,
despite last quarter expectations pointing to some tightening in the segment.

Credit standards eased significantly in Italy and more marginally in France, while they
tightened slightly in Germany and remained unchanged in Spain.

Strong competition in the context of abundant liquidity and more comfortable capital
positions contributed to the easing of credit supply for enterprises and households.

It is also worth highlighting that across the major countries, the surveyed banks reported,
on average, better terms and conditions, and in particular lower margins on loans.
Particularly significant are the results from Spain, where a net 80% of respondents
reported lower margins on the average new business loan. Margins were also reportedly
lower on mortgages, especially in the eurozone periphery.

For Q3, banks continue to see easier terms for loans to enterprises and consumer credit,
while expecting to tighten standards on mortgage lending.
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Figure 1b: Expected Change in Demand, next 3m
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ECB BLS: Credit demand and outlook for the next three months

Figure 1a: Change in Loan Demand, last 3m

Gl-degs m gl-deg
gi-hew B % \ A g 1-Aepy
= (4]
Gl-uer g c w Gl-uer
pi-deg v pi-deg
trL-Ae _ S trL-Ae
pi-uer 2 pi-uer
grdes g g > | gi-deg
gl-fel S o “ £ l-Aep
3 gluer 8 = gl-uer
zi-des g S Zi-des
zi-few S o zi-fep
Vv Zi-uep ° - Zh-uer
L1-des " 2 L1-des
L1 [N @ m |nna L L-Aep
P huer 8 g © bi-uep
gL-dag 5] [} gL-dag
> & 2 =
0l-fep % S n @ 0l-fep
oj-uer 3 ] < _w 0}-uep
coooo oooooo T % < . Sow oW o W w o
puewap ueo| aaisod _ o e W_. spJepue)s jip 249 jo Bujuayybn
Bupoadxa syueq jo o,1au o I} 5 Bupoadxa syueq jo o,1au
3 (O] <
@ = O
+—
+—
<
5190 () 5190
= sl g c ghoine
giudy (0] Gl-udy
Sl-uer g = §i-uer
P40 5 S P10
W | 5 i
X
pl-uer o) 2 pl-uer
€490 = ) < €190
gl-ine 3 = - gl-ine
gi-dy O = o gl-ldy
gi-uer B © 3 gl-uer
Zi0 3 2 T ZL0
Zim g I I ARl
> | Ziudy O N » Zl-idy
Zi-uer = ) Zi-uer
\ 1400 _ g = H1400
bieinp o s 2 bieinp
Ldy £ n @ LL-tdy
< buer 8 S =2 S
> o0 5 = =T 04990
< ot 3 g8 o 5 04-InP
O-udy g 3 O s 0}-dy
ai-uer 3 ) .. o Ol-uer
292 898 T8 “o© q
h | ®
puewap ueo| aapisod _ P o0 W_. spJdepuels }Ipado jo Bujueayybn
Buipodad syueq jo ¢,3au o % < Buipodad syueq jo ¢,3au
>
c
A w o

e H 011SE PUNCha5es s Consumer Credit s Enterprises

Source: ECB, Scope Ratings

14 July 2015




S(TOTPE ECB bank lending survey shows strong credit demand
e in Q2 2015

Scope’s Bank Rating Team

Lead Analysts
Jacques-Henri Gaulard
j-h.gaulard@scoperatings.com

Pauline Lambert
p.lambert@scoperatings.com

Marco Troiano
m.troiano@scoperatings.com

Macro and Public-Sector Analyst
llona Dmitrieva
i.dmitrieva@scoperatings.com

Associate Analysts
Juan Villalobos
j-villalobos@scoperatings.com

Chiara Romano
c.romano@scoperatings.com

Junior Associate Analyst
Quentin Courant
g.courant@scoperatings.com

Team Leader
Sam Theodore
s.theodore@scoperatings.com

Disclaimer

© 2015 Scope Corporation AG and all its subsidiaries including Scope Ratings AG, Scope Analysis GmbH, Scope Capital Services GmbH
(collectively, Scope). All rights reserved. The information and data supporting Scope’s ratings, rating reports, rating opinions and related
research and credit opinions originate from sources Scope considers to be reliable and accurate. Scope cannot however independently verify the
reliability and accuracy of the information and data. Scope’s ratings, rating reports, rating opinions, or related research and credit opinions are
provided “as is” without any representation or warranty of any kind. In no circumstance shall Scope or its directors, officers, employees and other
representatives be liable to any party for any direct, indirect, incidental or otherwise damages, expenses of any kind, or losses arising from any
use of Scope’s ratings, rating reports, rating opinions, related research or credit opinions. Ratings and other related credit opinions issued by
Scope are, and have to be viewed by any party, as opinions on relative credit risk and not as a statement of fact or recommendation to purchase,
hold or sell securities. Past performance does not necessarily predict future results. Any report issued by Scope is not a prospectus or similar
document related to a debt security or issuing entity. Scope issues credit ratings and related research and opinions with the understanding and
expectation that parties using them will assess independently the suitability of each security for investment or transaction purposes. Scope’s credit
ratings address relative credit risk, they do not address other risks such as market, liquidity, legal, or volatility. The information and data included
herein is protected by copyright and other laws. To reproduce, transmit, transfer, disseminate, translate, resell, or store for subsequent use for any
such purpose the information and data contained herein, contact Scope Ratings AG at LennéstraRe 5 D-10785 Berlin.

14 July 2015


mailto:j-h.gaulard@scoperatings.com
mailto:p.lambert@scoperatings.com
mailto:m.troiano@scoperatings.com
mailto:i.dmitrieva@scoperatings.com
mailto:j.villalobos@scoperatings.com
mailto:c.romano@scoperatings.com
mailto:q.courant@scoperatings.com
mailto:s.theodore@scoperatings.com

