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HIGHLIGHTS

= Lending conditions for corporate eased modestly in Q2 on loosening of lending standards, but are expected to
tighten due to strongerdemand

= Concernsaboutmacro and borrower risks have eased, while balance sheetconstraints are emerging
= Lending conditions for households remain tightfor countries with relatively large house price misalignment

= Demandfor SME and Households creditis expected to weaken in EM

CORPORATE

Corporateloan market conditions in 2021:Q2 eased modestly from tight to balanced, but are expectedto
tighten due to stronger demand. During Q2, modesteasing in lending conditions was seen in mostcountries, as
banksloosened lending standards, while demandremains fairly strong. (Chart1.1). Demand for loans was motivated
increasingly by investmentrather than operational needs. (Chart1.2) Concerns aboutmacro and borrower risks have
eased butremainsthe dominantsupply constraints in the euro area and several EM, while concerns about capital and
risk tolerance are emerging in some countries. (Chart1.3) Lending marketconditions are expected to tighten again
overthe coming quarter, driven mainly by strengthening demand. However, more EM are expected to see weaker
demandthan Q1 (Charts1.4, 1.5 and 1.6)

For SMEs, lending conditions were balancedin AE but remainedtight in several EM. Conditions are expected to
tightenin AE, more so than forlarge corporates. In contrast, lending conditions in EM are expected to ease somewhat
as demand is expected to weaken.

HOUSEHOLDS

Household mortgage market conditions were generally balanced in 2021:Q2, but remaintight in countries
with relatively high house price misalignment. (Chart 3.1) In these countries, lending conditions are expected to
tighten further. (Chart3.1, 3.2) Lending standards are expected to tighten on the margin in AE, while demand is
expected to weakenin EM. (Chart3.3, 3.4)

This Monitor was prepared by Yingyuan Chen (ychen@imf.org) from MCMGA. 1
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Figure 1. Non-Financial Corporate: Bank Lending Standards and Loan Demand

Corporate lending conditions improved modestly with more Working capital and investmentdemand increased
countries seeing loosening conditions
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Macro and asset quality concerns have eased, though balance sheet constraints are emerging in some countries
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Lending conditions are expected to remain tight, mainly ~ Expected changesinlending standards are slightly tilted

driven by stronger demand towards tightening
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Figure 1. Non-Financial Corporate: Bank Lending Standards and Loan Demand

While more EM are expected to see weaker demand
comparedto Q1
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Figure 2. Small- and Medium-sized Corporate: Bank Lending Standards and Loan Demand

SME lending conditions are balanced for most countries,
but remain tightin several EM
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Lending standards are expected to tighten in AE but
loosenin EM
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Conditions are expected to tighten again in AE with
strongerdemand; EM were mixed
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Figure 3. Household Mortgages: Bank Lending Standards and Loan Demand

Mortgage lending conditions were generally balanced, but In these countries, lending conditions are expected to
remain tightin countries with relatively high house price  tighten further

misalignment
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METHODOLOGY

This Lending Surveys Monitor is based on surveys of loan officers conducted by 33 banking supervisors spanning 18
advanced economies plusthe euro area and 14 developing economies. The core analysis for each productsegment
shows lending officers’view of changes in banklending standards and borrower demand. Each data pointrepresents
each jurisdiction’s conditions overthe mostrecentreporting period (typically the pastquarter), expressed as a
standard deviation from its historical average. Lending standards (treated as a proxy for ‘supply’) and demand are
presented on separate axes; and countries’positions relative to a diagonal line reflects market conditions (‘tight’ or
‘loose’) as a balance between them. Forexample, market conditions are assessed to be tightening ifdemand has
risen more sharply than bank lending standards have loosened. Some countries estimate the short-term (three-
month) outlook for changesin lending standards and demand, and the Monitor combines this information to project
future market conditions. Many surveys also query bankers’opinions regarding the drivers oflending standards and
demand. Thisinformation, typically expressed on a scale of importance, is shown as heat maps comparing relative
importance across drivers rather than relative to historical standards.

Lending standards and loan demand, both trailing and expected, and measures of creditstandards are expressed as
each country’s mostrecentreading in standard deviations from the “neutral” mid-point of its measurementscale. This
approachisintended for normalize for differences in reporting scales and to facilitate comparison of countries’
tightness or strength relative to their own historical conditions and bank reporting practices. Most countries present
scoreson a scale from -100 to +100, and therefore a mid-pointof 0;in a few, the scale rangesfrom 1to 5, fora mid-
pointof 3. Standard deviation metrics are based on each country’s historical time series, which differ in starting point
but generally extend back to before the Global Financial Crisis.

These charts therefore should notbe interpreted as comparing countries’ lending standards ordemand conditions in
absolute terms, butrather which countries’ readings are tighter or stronger relative to their own historical conditions.

The drivers of lending standards and of demandare measured differently and should be interpreted accordingly.
Countries generally measure drivers on a scale of importance rather than change overtime, so we interpretthe
scores as comparing drivers ata pointin time more than the importance of a particular driver today relative to that
driver’s historical standards. Therefore, rather than comparing mostrecentscores relative to their own histories, we
compare them with one another, expressing each in standard deviations relative to the average across all drivers at
the same pointintime.

Countries differin the range of conditions reported. All reporttightening or loosening of standards for lending to non -
financial corporates, butsome do notbreak out conditions forloans to small- and medium-sized enterprises. All
countries reporttrailing (current) conditions, butonly a subsetpresentloan officers’ expectations of changesin
underwriting standards or demand over the nextquarter. Finally, some butnot all countries presentloan officers’
assessmentof the importance of severaldrivers of underwriting standards and demand.

To deliver standardized results with minimal loss of information, this Monitor presents all countries thatreporteach
data point. Countries missingeither data-point of a two-axis scatter diagram, or where both items are reported as
zero, are excluded; butdata pairswhere one item isreported as zero (or other neutral mid-point) are included. For
causal driver ‘heatmaps’, countries are includedeven if they do not presenta complete setof drivers. Using this
approach, the set of countries included differs somewhatacross analyses.
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