Credit Conditions Survey

Survey results | 2013 Q2

et |

= = = oy i :
e S22

b ek P

=y

% : .F r.-. 3

= ’

-"‘- .

e _h e

[
Bl

i IR B




BANK OF ENGLAND

Credit Conditions Survey

2013 Q2

As part of its mission to maintain monetary stability and financial stability, the Bank needs to
understand trends and developments in credit conditions. This quarterly survey of bank and
non-bank lenders is an input to this work. Lenders are asked about the past three months and the
coming three months. The survey covers secured and unsecured lending to households; and
lending to non-financial corporations, small businesses, and to non-bank financial firms. Along
with various data sources and discussions between the major UK lenders and Bank staff, this
survey serves as an input into the quarterly Trends in Lending publication which presents the

Bank of England’s assessment of the latest trends in lending to the UK economy.

This report presents the results of the 2013 Q2 survey. The 2013 Q2 survey was conducted
between 10 May and 31 May 2013.

Additional background information on the survey can be found in the 2007 Q3 Quarterly Bulletin
article ‘The Bank of England Credit Conditions Survey’.

This report, covering the results of the 2013 Q2 survey, and copies of the questionnaires are
available on the Bank’s website at
www.bankofengland.co.uk/publications/Pages/other/monetary/creditconditions.aspx.

The publication dates in 2013 for future Credit Conditions Surveys are:

2013 Q3 survey on 9 October 2013



BANK OF ENGLAND

Credit Conditions Survey

2013 Q2

Supply

The availability of secured credit to households was reported to have increased in the three months to end-May 2013, with a further
increase expected by lenders over the next three months.

Lenders reported that the availability of unsecured credit to households also rose in 2013 Q2, with a significant further increase
anticipated in Q3.

The overall availability of credit to the corporate sector was reported to have increased in Q2. Availability increased across all firm
sizes, with the most significant increase for large companies. Lenders expected overall credit availability to the corporate sector to
be little changed in Q3.

Demand

Demand for secured lending for house purchase was reported to have risen significantly in 2013 Q2, and was expected to increase
significantly further in Q3. Lenders also reported a significant increase in demand for secured lending for remortgaging in Q2.
Demand for total unsecured lending was reported to have fallen significantly in Q2, reflecting a fall in demand for credit card
lending. Demand for total unsecured lending was expected to be broadly unchanged in Q3.

Lenders reported increased corporate demand for credit across all firm sizes in Q2. In Q3, credit demand was expected to increase
significantly for large businesses, to increase a little for medium-sized businesses and to be broadly unchanged for small businesses.

Defaults

Lenders reported that default rates on secured loans to households were little changed in 2013 Q2, with little change expected in
Q3. Losses given default were also broadly flat, and were expected to fall a little in Q3.

The default rate on total unsecured loans fell slightly in Q2 and was expected to fall a little further in Q3. Losses given default
increased slightly and were also expected to pick up a little in Q3.

Default rates for large and medium-sized companies were little changed in Q2, while the default rate on small business loans was
reported to have increased significantly. Losses given default were reported to have increased for medium-sized companies and to
have increased slightly for small businesses in Q2. No significant changes in corporate loan performance were expected in Q3.

Loan pricing

Lenders reported that overall spreads on secured lending to households — relative to Bank Rate or the appropriate swap rate — fell
significantly for the third consecutive quarter in 2013 Q2, and were expected to fall significantly further in Q3.

Spreads on total unsecured lending were reported to have been broadly unchanged in Q2, and were expected to fall a little in Q3.
While spreads on credit card lending remained broadly flat in Q2, spreads on other unsecured lending products were reported to
have fallen significantly.

Changes in spreads on corporate lending varied across firm size in Q2, with significant falls reported for large firms, a slight decrease
for medium-sized firms, and little change for small businesses. While spreads were expected to fall significantly further for large firms
in Q3, spreads on lending to small and medium-sized firms were expected to be unchanged.
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In the three months to end-May, lenders reported an increase in credit availability to households
and corporates. Lenders expected a further increase in credit availability for households in Q3, but
little change for corporates. Spreads on secured household lending fell significantly in Q2. Spreads
on unsecured household lending were little changed overall, although within this spreads on other
unsecured lending products such as personal loans had fallen significantly. Changes in spreads on
corporate lending varied across firm size in Q2, with significant falls reported for large firms, a slight
decrease for medium-sized firms, and little change for small businesses. Lenders expected spreads
for both households and corporates to evolve in a similar way in Q3. Lenders reported that
household demand for secured lending had risen significantly in Q2. In contrast, household demand
for unsecured lending fell significantly, reflecting lower demand for credit card lending. Corporate
credit demand was reported to have picked up, with increases in demand across all business sizes.
Household loan performance was broadly unchanged in Q2, while corporate loan performance

was mixed.

Chart 1 Household secured credit availability(?)

Net percentage balances(®) 0
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(a) Net percentage balances are calculated by weighting together the responses of those lenders
who answered the question. The magenta and green bars show the responses over the
previous three months. The corresponding diamonds show the expectations over the next
three months.

(b) A positive balance indicates that more secured credit is available.

(c) This question was introduced in 2008 Q3.

The 2013 Q2 Credit Conditions Survey was conducted between
10 May and 31 May 2013.

Secured lending to households

In the three months to end-May, lenders reported an increase
in the availability of secured credit to households (Chart 1).
Lenders reported that market share objectives had been the
main factor behind this increase, although greater risk appetite
also made a contribution. The proportion of applications
approved was reported to have increased in 2013 Q2, the first
time a positive balance has been recorded since 2011 Q3.

The expansion of availability for secured credit was expected
to continue, across loan to value (LTV) ratios, in 2013 Q3, with
market share objectives again cited as the biggest contributing
factor. Maximum LTV ratios were expected to increase a little,
and lenders expected their willingness to lend at 90% LTV
ratios and above to increase, as it had in Q2. Consistent with
this, average credit quality on new secured lending was
expected to deteriorate slightly in Q3. Some lenders noted
that the Government’s Help to Buy Scheme should facilitate
more lending at high LTV ratios in the future.

Lenders reported that spreads on secured lending rates to
households — relative to Bank Rate or the relevant swap rate
— fell significantly for the third consecutive quarter in 2013 Q2
(Chart 2). Within the total, a significant fall in spreads was
reported for both prime lending and buy-to-let lending.
Lenders expected a further significant narrowing in spreads



Chart 2 Spreads on overall secured lending to
households()(®)
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(a) Net percentage balances are calculated by weighting together the responses of those lenders
who answered the question. The blue bars show the responses over the previous
three months. The red diamonds show the expectations over the next three months.
Expectations balances have been moved forward one quarter so that they can be compared
with the actual outturns in the following quarter.

(b) Spreads are over Bank Rate for variable-rate mortgages and the relevant swap rate for
fixed-rate mortgages.

(c) A positive balance indicates that spreads have fallen such that, all else being equal, it is
cheaper for households to borrow.

Chart 3 Household demand for overall secured lending
to finance a house purchase(@)
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(a) See footnote (a) to Chart 2.
(b) A positive balance indicates an increase in demand.

Chart 4 Household unsecured credit availability(
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(a) See footnote (a) to Chart 2.
(b) A positive balance indicates that more unsecured credit is available.
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over the next three months. Consistent with this, in the Bank
Liabilities Survey, lenders reported that the cost charged to
business units to fund the flow of new loans (the ‘transfer
price’) fell significantly in 2013 Q2, driven by significant falls in
funding costs.(1)

Demand for lending for house purchase was reported to have
risen significantly, with the highest balance recorded since
2009 Q3 (Chart 3). Within the total, significant increases in
demand were reported for both prime lending and buy-to-let
lending. Demand for secured lending for house purchase was
expected to increase significantly further in Q3. Demand for
remortgaging was also reported to have risen significantly in
Q2, and lenders expected a further slight increase in Q3.
Some lenders noted that increased demand for secured
lending in part reflected competitive pricing, which in turn was
influenced by the Funding for Lending Scheme, and a general
improvement in consumer sentiment.

Secured loan performance, as measured by default rates and
losses given default, was broadly unchanged in Q2. Lenders
expected little change in default rates in Q3, and losses given
default to fall slightly.

Unsecured lending to households

The total amount of unsecured credit made available to
households rose in the three months to end-May (Chart 4),
and was expected to rise significantly next quarter.

Lenders reported that a slight increase in risk appetite
contributed to the increased availability of unsecured credit in
2013 Q2. Consistent with this, credit scoring criteria were
loosened (Chart 5), and the proportion of loan applications
approved increased significantly. Lenders expected a further
loosening of credit scoring criteria next quarter. This was likely
to push up on approval rates, which were expected to increase
significantly in Q3.

Lenders reported that spreads on credit card lending remained
broadly flat in Q2, with a slight fall expected in Q3. Spreads on
other unsecured lending products, such as personal loans, were
reported to have fallen significantly, and were expected to
narrow further in Q3.

Demand for total unsecured lending was reported to have
fallen significantly in Q2, reflecting lower demand for credit
card lending. It was noted that marketing activity had been
reduced in Q2, which might explain some of the weakness in
demand. In contrast, demand for other unsecured lending
increased slightly, and was expected to increase further in Q3.
Some lenders expected increasingly competitive offers to
support demand for other unsecured lending going forwards.

(1) The 2013 Q2 Bank Liabilities Survey is available at
www.bankofengland.co.uk/publications/Pages/other/monetary/bls/default.aspx.



Chart 5 Household unsecured credit scoring criteria(@
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(a) See footnote (a) to Chart 2.
(b) A positive balance indicates a loosening in credit scoring criteria for unsecured credit.

Chart 6 Corporate credit availability by firm size(@
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(a) See footnote (a) to Chart 2.
(b) A positive balance indicates that more corporate credit is available.

Chart 7 Spreads over reference rates on lending to
corporates by firm size(@
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(a) See footnote (a) to Chart 2.
(b) A positive balance indicates that spreads have fallen such that, all else being equal, it is
cheaper for companies to borrow.
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The default rate on total unsecured loans fell slightly in

2013 Q2 and was expected to fall a little further in Q3. Losses
given default increased slightly, and were also expected to
pick up a little in Q3.

Lending to corporates and small businesses

Credit conditions in the corporate sector may vary by the size
of business, so this survey asks lenders to report developments
in the corporate sector overall split by large and medium-sized
private non-financial corporations (PNFCs) and small
businesses.(1)

The overall availability of credit to the corporate sector was
reported to have increased in Q2. The most important positive
factor for availability was an improvement in the economic
outlook, although market share objectives and competition
from capital markets were also cited.

Availability increased across all firm sizes, with the most
significant increase for large companies (Chart 6). Credit
availability to small companies increased slightly in Q2, and
lenders reported that the proportion of small business loans
being approved had increased.

Looking ahead to Q3, lenders expected overall credit
availability to the corporate sector to be little changed,
although the changing economic outlook was expected to
push up significantly on credit availability, with market share
objectives remaining supportive.

Changes in spreads on lending to businesses varied across firm
size in 2013 Q2, with significant falls reported for large firms, a
slight decrease for medium-sized firms, and little change for
small businesses (Chart 7). Some lenders noted that increased
competition among lenders had squeezed margins. Fees and
commissions were reported to have fallen for large firms in Q2,
and to have fallen slightly for small and medium-sized firms.
Large firms also benefitted from an increase in maximum
credit lines. While spreads were expected to fall significantly
further for large firms in Q3, spreads on lending to small and
medium-sized firms were expected to be unchanged.

Demand for corporate credit was reported to have picked up
across firm sizes in 2013 Q2 (Chart 8). The reported increase
in demand from small businesses in Q2 followed falls in the
previous three surveys. And the balances relating to demand
for credit from large and medium-sized firms were the highest
recorded since 2007.

The most significant factor cited by lenders as pushing up on
credit demand was an increase in mergers and acquisitions

(1) Small businesses are defined as those with an annual turnover of under £1 million.
Medium-sized corporates are defined as those with an annual turnover of between
£1 million and £25 million. Large corporates are defined as those with an annual
turnover of more than £25 million.



Chart 8 Corporate demand for credit by firm size(@)
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(a) See footnote (a) to Chart 2.
(b) A positive balance indicates an increase in demand.
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activity, mainly relating to large corporates, while balance
sheet restructuring was also a contributor. Some lenders also
noted an increase in optimism and confidence about the
macroeconomic environment among corporates. Credit
demand was expected to increase significantly for large firms
in Q3. Demand from medium-sized firms was expected to
increase a little, while small firms’ demand was expected to be
little changed.

Corporate loan performance was mixed in 2013 Q2. Default
rates for large and medium-sized businesses were little
changed, but increased significantly for small businesses,
following a significant fall in Q1. Losses given default were
reported to have increased for medium-sized companies in Q2,
and, to a lesser extent, for small businesses. No significant
changes in corporate loan performance were expected in Q3.

Credit conditions for non-bank financial corporations loosened
in 2013 Q2, with lenders reporting a narrowing in lending
spreads, a significant fall in fees and commissions, and an
increase in maximum credit lines.
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Secured lending to households questionnaire results

To calculate aggregate results, each lender is assigned a score based on their response. Lenders who report that credit conditions
have changed ‘a lot’ are assigned twice the score of those who report that conditions have changed ‘a little’. These scores are then
weighted by lenders’ market shares. The results are analysed by calculating ‘net percentage balances’ — the difference between
the weighted balance of lenders reporting that, for example, demand was higher/lower or terms and conditions were

tighter/looser. The net percentage balances are scaled to lie between +100. This annex reports the net percentage balance of

respondents for each question in the secured lending questionnaire.

Positive balances indicate that lenders, on balance, reported/expected demand/credit availability/defaults to be higher than over
the previous/current three-month period, or that the terms and conditions on which credit was provided became cheaper or looser

respectively.

The first Credit Conditions Survey was conducted in 2007 Q2 and additional questions have been included since 2007 Q4.
A full set of results is available in Excel on the Bank’s website at
www.bankofengland.co.uk/publications/Pages/other/monetary/creditconditions.aspx.

Net percentage balances(

2010 201 2012 2013
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
How has the availability of secured credit Past three months 83 34 28 29 84 19 38 -41 219 262 170 174
provided to households changed? Next three months -39 27 146 -19 69 76 -87 01 361 247 158 172
Factors contributing to changes in
credit availability:(®
changing economic outlook Past three months 20 0.0 11 00 50 -16 -86 -105 -28 08 19 20
Next three months 89 -99 -82 -87 -112 -99 -86 -90 69 26 00 00
market share objectives Past three months 96 83 72 187 149 -15 -116 169 84 225 216 349
Nextthreemonths 89 71 179 73 -1.0 76 -189 11 113 299 216 13.0
changing appetite for risk Past three months 10 -09 14 00 70 78 -72 16 81 18 83 131
Next three months 66 14 09 41 55 00 -187 00 17 167 0.0 6.0
tight wholesale funding conditions Past three months  -141 -63 -11.5 29 -209 -269 -20.0 -20.4 9.2 218 76 39
Next three months 0.0 -13.2 25 -91 -127 -219 -20.8 -183 -53 58 38 18
expectations for house prices Past three months -1.3 -125 -143 -275 -68 -68 14 -16 -100 -19 -1.8 0.5
Next three months 9.2 -191 -19.6 -277 -162 -93 -11.5 -107 -19 -19 -37 78
How has the availability of household secured
credit to the following types of borrower
changed
Borrowers with low loan to value ratios Past three months  -6.4 148 -54 13 14 -18 98 53 27 204 89 93
(75% or less) Next three months  -14 21 48 08 48 -45 -63 12 126 336 82 192
Borrowers with high loan to value ratios Past three months 74 -54 148 94 165 21 -107 40 196 29.0 187 13.8
(more than 75%) Next three months  -14.3 91 286 142 242 133 -86 -237 152 336 91 208
Have you become more willing to lend to Past three months n.a.** n.a.** na** na** na** na** na** na** na** na** na** 181
borrowers with housing equity less than 10% Next three months n.a.** n.a.** n.a** na** na** na** na** na** na** na** na** 197
of the value of their home?
How have credit scoring criteria for granting Past three months -74 16 00 44 -58 -14 -101 -28 -114 47 -42 00
loan applications by households changed? Next three months -184 0.0 27 -0.5 -20 -191 -143 -99 00 -93 53 15
How has the proportion of household loan Past three months 06 05 04 96 28 -97 -178 -262 -09 -19 -6.6 105
applications being approved changed? Next three months -10.3 -9.8 128 -05 0.0 -16.0 -26 -241 62 19 92 31
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Net percentage balances(

2010 201 2012 2013
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
How has the average credit quality of new Past three months 86 16 90 38 39 00 27 121 81 93 -156 8.0
secured lending to households changed?() Next three months 162 19 51 12 45 -55 245 188 0.0 93 -78 -6.0
How has the default rate on secured loans to Past three months  -21.8 -45 115 -15 -123 -244 -84 -70 -84 -93 14 -24
households changed? Next three months -21.8 -03 143 23.0 3.6 -150 -33 15 17 37 66 3.8
How have losses given default on Past three months -16.8 23.8 187 189 -0.8 146 -80 36 -40 50 -81 14
secured loans to households changed? Next three months  -01 96 80 230 180 97 224 15 17 18 -76 -80
How has demand for secured lending for house  Past three months -61 -415 -356 71 153 -212 162 284 77 196 64 435
purchase from households changed? Next three months 181 -29.0 -74 -127 16 -6.8 125 -23 88 153 304 209
of which: demand for prime lending Past three months -61 -36.8 -181 0.3 141 -21.2 118 383 86 177 6.4 435
Next three months 181 -29.0 127 23 28 -68 125 -23 88 172 30.8 19.8
of which: demand for buy-to-let lending Pastthree months 129 114 62 370 378 127 -53 -16 -92 126 76 353
Next three months  -1.5 -1.0 89 211 18 -63 198 4.0 135 137 228 182
of which: demand for other lending Past three months 34 -321 -301 0.0 -41 na* na* na* na* na* na* na*
Next three months  -2.8 -321 0.0 00 -41 na* na* na* na* na* na* na*
How has demand for secured lending for Past three months 22 167 311 21 -140 -106 56 99 -181 185 145 409
remortgaging from households changed? Next three months 35 -20 263 43 95 -43 96 87 -03 172 312 67
How have overall secured lending spreads Past three months 136 276 188 09 282 79 -29.0 -325 -101 275 50.0 481
changed? Next three months 276 -6.6 153 177 173 10.4 -23.7 -211 217 391 518 407
of which: spreads on prime lending Past three months  13.6 276 18.8 21 282 79 -29.0 -325 -101 28.0 50.8 48]
Next three months  28.7 3.3 153 26.4 173 104 -237 -211 217 43.8 518 475
of which: spreads on buy-to-let lending Past threemonths  -06 106 96 172 18 99 -106 -66 19 223 463 439
Next three months 167 79 96 127 14 27 67 -69 127 319 257 349
of which: spreads on other lending Pastthreemonths 199 0.0 na* na* na* na* na* na* na* na* na* na*
Next three months 199 0.0 na* na* -29 na* na* na* na* na* na* na*
How have fees on secured lending changed? Past three months 119 109 76 69 -67 00 14 00 00 00 -04 14
Next three months 10 -58 -114 14 67 00 -16 00 18 18 10 52
How have maximum loan to value ratios Past three months 77 16 14 12 28 115 49 64 93 18 78 96
changed? Next three months -05 26 76 47 49 98 -91 -17 -01 161 78 76
How have maximum loan to income ratios Past three months 00 00 00 00 02 -50 00 68 69 21 79 00
changed? Next three months 4.6 0.0 157 45 00 -50 -86 00 00 00 79 00

What percentage of your existing secured
loan book is contractually committed to

passing on any further cuts in Bank Rate?

Median(9)

* Data are unpublished for this question as too few responses were received.

** Additional question not asked in survey.

(a) Net percentage balances are calculated by weighting together the responses of those lenders who answered the question by their market shares. Positive balances indicate that

na** na** na** na** na** na** na** na** na** na** na** na**

lenders, on balance, reported/expected demand/credit availability/defaults to be higher than over the previous/current three-month period, or that the terms and conditions on which

credit was provided became cheaper or looser respectively.

(b) A positive balance indicates that the changes in the factors described have served to increase credit availability.

(c) A positive balance indicates an improvement in the credit quality of new borrowing.
(d) Unlike the other questions in this survey, lenders were asked to select the numerical range that reflected the percentage of their existing loan book contractually committed to

passing on any further cuts in Bank Rate (0%-20%, 20%-40%, 40%-60%, 60%-80%, 80%-100%). A weighted median response, based on lenders’ market shares, was then
calculated assuming that lenders’ responses were uniformly distributed across each numerical range.
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Unsecured lending to households questionnaire results
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To calculate aggregate results, each lender is assigned a score based on their response. Lenders who report that credit conditions
have changed ‘a lot’ are assigned twice the score of those who report that conditions have changed ‘a little’. These scores are then
weighted by lenders’ market shares. The results are analysed by calculating ‘net percentage balances’ — the difference between
the weighted balance of lenders reporting that, for example, demand was higher/lower or terms and conditions were

tighter/looser. The net percentage balances are scaled to lie between +100. This annex reports the net percentage balance of

respondents for each question in the unsecured lending questionnaire.

Positive balances indicate that lenders, on balance, reported/expected demand/credit availability/defaults to be higher than over
the previous/current three-month period, or that the terms and conditions on which credit was provided became cheaper or looser

respectively.

The first Credit Conditions Survey was conducted in 2007 Q2. A full set of results is available in Excel on the Bank’s website at

www.bankofengland.co.uk/publications/Pages/other/monetary/creditconditions.aspx.

Net percentage balances(

2010 201 2012 2013
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
How has the availability of unsecured credit Past three months 35 -77 62 11 199 125 47 81 -42 6.6 127 181
provided to households changed? Next three months  15.0 182 103 122 19 70 -104 56 68 146 146 266
Factors contributing to changes in credit availability:(®
changing economic outlook Past three months 68 00 -13 12 -69 00 34 -17 00 00 00 00
Next three months 09 69 -12 -46 -63 -24 -14 -22 -18 00 07 -22
market share objectives Past three months 67 07 89 18 35 -29 -15 76 -42 61 81 11
Next three months 61 120 13.0 232 27 -22 -35 107 68 131 135 76
changing appetite for risk Past three months 55 -88 79 03 72 18 -05 73 18 51 58 81
Next three months 127 191 127 47 75 45 15 61 58 58 74 75
changing cost/availability of funds Past three months 00 00 -20 00 -09 -11 -08 -07 18 51 00 038
Next three months 09 109 78 54 -04 02 00 -119 11 48 00 58
How have credit scoring criteria for granting Past three months 09 -130 76 -04 26 52 57 84 08 -04 192 184
credit card loan applications by households Next three months 78 62 -73 49 127 41 08 36 57 134 173 164
changed?
How have credit scoring criteria for granting Past three months ~ -241 -26.9 -11.8 167 250 106 -19 39 86 127 -13.8 287
other unsecured loan applications by Next three months -33 88 -46 -77 116 22 25 86 27 -01 194 320
households changed?
How have credit scoring criteria for granting Past three months -26 -148 51 18 54 58 47 78 17 12 153 1938
total unsecured loan applications by Next three months 63 66 -70 33 126 39 10 43 54 1.8 175 18.4
households changed?
How has the proportion of credit card loan Pastthree months 210 97 200 -76 -29 -12 38 -14 26 -174 244 193
applications from households being approved Next three months 71 64 21 63 193 34 -76 -20 65 225 165 279
changed?
How has the proportion of other unsecured Past three months -269 -16.8 25 66 205 107 03 -23 152 208 -56 345
loan applications from households being Next three months -33 88 89 85 195 141 0.0 148 27 0.8 269 349
approved changed?
How has the proportion of total unsecured Past three months 143 62 178 -58 01 03 34 -15 4.0 -129 209 213
loan applications from households being Next three months 56 67 29 66 193 47 -66 01 61 199 177 28.38

approved changed?
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Net percentage balances(

2010 2011 2012 2013
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
How has the average credit quality of new Past three months n.a** na** na** na** na**na**na** -67 26 -102 -03 38
credit card lending to households changed?(© Next three months n.a.** n.a** na** na** na** na**na** 77 57 83 -61 00

How has the average credit quality of new other Past three months n.a.** na.** na** na** na**na**na** 54 57 40 27 16
unsecured lending to households changed?() Next three months n.a.** n.a.** na.** na** na** na**na** -86 -27 09 -1.0 5]

How has the average credit quality of new total Past three months n.a.** n.a.** na.** na** na** na**na** -52 29 -86 00 48

unsecured lending to households changed?() Next three months n.a.** na.** na** na** na** na**na** 57 48 74 -55 07

How has the default rate on credit card loans Past three months  -401 -30.4 -35.2 -25.6 -41.8 -293 -43.8 -71 -04 -175 -16.2 -8.6
to households changed? Next three months -159 73 53 -22 -214 -07 64 -22 -41 -91 -75 -95

How has the default rate on other unsecured Past three months  -33.2 -40.3 -37.8 -29.2 -376 -374 -359 -31.7 -21.7 -75 00 -6.4
loans to households changed? Next three months 0.0 -101 -82 -44 36 -85 -127 0.0 00 00 00 -64

How has the default rate on total unsecured Past three months  -39.2 -31.7 -35.5 -26.0 -413 -30.3 -42.8 -10.2 -29 -163 -143 -83

loans to households changed? Next three months -13.7 50 36 -25 -182 -17 39 -20 -36 -80 -67 -91
How have losses given default on credit card Past three months 252 -37.0 70 113 -146 -10.7 -215 -132 68 59 14 95
loans to households changed? Next three months  -11.8 -89 123 127 -91 -156 -76 -76 68 75 83 95
How have losses given default on other Past three months ~ -101 134 -25 -22 -11.8 65 0.0 -219 -16.0 -09 -229 -9.0
unsecured loans to households changed? Next three months  -74 33 -12 -83 0.0 00 -13.6 -86 -169 -165 0.0 -81
How have losses given default on total Past three months ~ 20.3 -30.4 58 9.6 -142 -85 -187 -143 41 51 -14 71
unsecured loans to households changed? Next three months  -11.2  -73 105 99 -8.0 -13.6 -84 -77 40 47 73 72
How has demand for credit card lending Past three months -149 -05 -03 -11 49 -75 -10.8 -165 41 278 24 -327
from households changed? Next three months 295 82 6.2 57 248 -160 -16 125 73 00 1.6 00
How has demand for other unsecured Past three months 95 -128 -13.0 -42 -46 -377 165 187 0.0 346 -62 54
lending from households changed? Next three months 33 137 241 -12 78 91 41 170 9.2 323 351 158
How has demand for total unsecured Past three months  -11.5 -22 -19 -15 37 -11.4 -73 -121 3.6 286 14 -276
lending from households changed? Next three months 258 89 85 48 226 -128 -09 88 75 38 143 21
How have spreads on credit cards Past three months -6.4 02 -61 -14 72 15 23 00 00 00 00 10
changed? Next three months 0.0 -86 15 0.0 01 -111 15 00 57 00 00 56
How have spreads on other unsecured Past three months  -17.4 10.4 221 84 -104 218 171 57 -13.9 31.0 1.6 216
lending products changed? Next three months 126 82 21 248 323 51 167 6.6 126 80 257 174
How have overall unsecured lending Past three months 79 15 -25 -01 50 41 42 07 -16 36 14 37
spreads changed? Next three months 18 64 15 32 41 90 35 08 65 09 30 72
How have credit card limits changed? Past three months 08 -01 M8 -17 133 212 207 -22 70 58 67 18

Next three months 48 -86 -07 126 277 56 08 135 57 66 00 97

How has the minimum proportion of Past three months -156 -81 -52 -187 -73 -76 -80 57 -123 0.0 -142 -6.6
credit card balances to be paid changed? Next three months 0.0 -140 03 -62 00 00 00 -65 57 0.0 00 0.0
How have maximum maturities on loans Past three months 00 00 -20 00 136 -138 -22 -23 00 00 0.0 -09
changed?(d) Next three months -153 -21 0.0 -94 00 -13.8 00 00 00 00 -1.0 -3.0

** Additional question not asked in survey.

(a) Net percentage balances are calculated by weighting together the responses of those lenders who answered the question by their market shares. Positive balances indicate that
lenders, on balance, reported/expected demand/credit availability/defaults to be higher than over the previous/current three-month period, or that the terms and conditions on which
credit was provided became cheaper or looser respectively.

(b) A positive balance indicates that the changes in the factors described have served to increase credit availability.

(c) A positive balance indicates an improvement in the credit quality of new borrowing.

(d) A positive balance indicates an increase in maximum maturities on new loans. The sign convention was changed in 2009 Q4 and was applied to the back data accordingly.



Annex 3

Corporate lending questionnaire results

Credit Conditions Survey 2013 Q2

il

To calculate aggregate results, each lender is assigned a score based on their response. Lenders who report that credit conditions
have changed ‘a lot’ are assigned twice the score of those who report that conditions have changed ‘a little’. These scores are then
weighted by lenders’ market shares. The results are analysed by calculating ‘net percentage balances’ — the difference between
the weighted balance of lenders reporting that, for example, demand was higher/lower or terms and conditions were

tighter/looser. The net percentage balances are scaled to lie between +100. This annex reports the net percentage balance of

respondents for each question in the corporate lending questionnaire, including specific questions for private non-financial

corporations (PNFCs) and other financial corporations (OFCs).

Positive balances indicate that lenders, on balance, reported/expected demand/credit availability/defaults to be higher than over
the previous/current three-month period, or that the terms and conditions on which credit was provided became cheaper or looser

respectively.

The first Credit Conditions Survey was conducted in 2007 Q2 and additional questions have been included since 2007 Q4.

A full set of results is available in Excel on the Bank’s website at

www.bankofengland.co.uk/publications/Pages/other/monetary/creditconditions.aspx.

Net percentage balances(

2010 20M 2012 2013

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

How has the availability of credit provided to Past three months 78 32 69 41 39 MO0 -26 -32 -55 294 123 142

the corporate sector overall changed? Next three months 34 48 78 34 24 81 -64 07 26 149 31 35

of which: commercial real estate sector Past three months 64 3.0 -137 140 23 -84 -75 -71 -30 104 17 144

Next three months 3.0 21 -65 178 0.6 -102 -207 -03 52 154 24 139

How have commercial property prices affected  Past three months 0.0 -245 -49 -163 -12 -1.0 -167 -15.0 -217 -394 10 12

credit availability to the commercial real estate  Next three months  -5.2 -23.7 -22 -163 -22 -10 -163 -17.8 -123 -13.6 17 0.0

sector, and/or secured lending to PNFCs?

Factors contributing to changes in credit availability:(®)

changing economic outlook Past three months 08 09 07 03 -22 -167 -84 -42 10 -01 64 171

Next three months 06 21 68 65 -83 -155 -3.6 -34 -30 -01 64 385

changing sector-specific risks Past three months 00 133 -08 01 -42 -160 -31 -28 -38 00 0.0 11

Next three months 00 07 07 00 -42 -125 -19 -49 -17 0.0 -0.8 70

market share objectives Past three months 72 61 92 39 01 147 -21 40 28 29 81 72

Next three months 153 62 103 32 01 135 -15 56 28 08 81 170

market pressures from capital markets Past three months -16 09 -44 104 56 02 83 -03 69 00 73 88

Next three months -43 00 17 104 212 29 -13 -43 05 58 73 75

changing appetite for risk Past three months 30 15 82 01 133 -26 -31 -38 -14 21 78 18

Next three months 07 07 76 -07 -3.0 00 -19 -05 05 07 78 14

tight wholesale funding conditions Past three months 42 -64 -93 -28 -190 -426 21 00 -104 92 46 -15

Next three months ~ -77 33 -6.8 56 -39.6 -494 -58 -251 215 79 -59 00

How has the availability of credit provided to Pastthreemonths 268 89 04 41 68 -12 -22 08 08 56 07 66

small businesses changed?(©) Next three months 81 1.8 40 -21 25 133 09 08 26 65 07 66

How has the availability of credit provided to Past three months 58 30 09 13 08 99 -31 -13 09 202 45 131

medium PNFCs changed? Next three months 33 33 49 20 00 92 -22 08 28 174 31 21

How has the availability of credit provided to Past three months 03 14 52 08 -11 -07 -31 -14 0.0 175 129 232

large PNFCs changed? Next three months 29 07 45 49 -07 -38 -49 07 27 183 138 69
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Net percentage balances(

2010 201 2012 2013

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
How has the proportion of loan applications Past three months  -92 6.8 117 -61 3.0 -19 -20 145 -15 42 98 184
from small businesses being approved changed? Next three months ~ -21 -123 -16 74 00 00 09 08 00 33 07 40
How has the proportion of loan applications Past three months 07 00 37 -08 06 -81 -46 20 -24 07 -31 -04
from medium PNFCs being approved changed?  Next three months 14 -14 -10 -08 30 -34 09 00 144 62 58 -11
How has the proportion of loan applications Past three months 25 00 44 -08 -48 13 -38 -1.0 -12 0.0 -31 26
from large PNFCs being approved changed? Next three months 18 00 58 -08 23 -13 -18 -16 07 55 07 -11
Has there been a change in average credit Past three months 50 135 72 50 52 83 197 127 02 -08 12 -22
quality on newly arranged PNFC borrowing Next three months  -1.0 129 4.0 36 52 39 151 127 -60 0.0 -0.8 -09
facilities?(d)
Has there been any change in ‘target hold’ Past three months 05 -28 -57 -11.0 17 107 242 131 13 -61 -11.8 -51
levels associated with corporate lending? Next three months 67 -28 -04 1.0 59 131 124 -03 48 07 00 -45
How have loan tenors on new corporate Past three months 127 -74 -05 31 -118 88 -100 -15 -70 -11.7 0.0 -17
loans changed?(©) Next three months  -49 15 11 185 -69 -142 -23 -13 -55 00 00 -17
Has there been a change in draw-downs on Past three months -76 0.0 -55 -195 98 140 -24 -01 -20 -11 16 -02
committed lines by PNFCs? Next three months  -09 0.0 -6.6 -127 119 153 49 15 15 15 -24 -0.2
Has there been a change in the amount of Past three months  n.a** n.a** n.a** na** na** na** na** na** na** na** na** na**
secured lending to PNFCs, such as asset-based ~ Next three months n.a.** n.a.** n.a.** n.a** n.a** n.a** na** n.a** na** na** na** na**
lending, relative to unsecured PNFC lending?
How has the default rate on loans to Past three months ~ -6.8 123 197 -82 -240 -147 14 -159 83 93 -222 265
small businesses changed? Next three months 113 191 197 81 -25 18 -13 -68 60 61 -07 -07
How has the default rate on loans to Past three months  -125 -05 -211 07 -62 18.0 177 21 16 247 -13.6 -0.6
medium PNFCs changed? Next three months ~ -171 -157 -199 -50 20.0 255 219 0.0 135 94 112 21
How has the default rate on loans to Past three months  -25.6 -18.9 -202 -71 -63 186 69 -6.8 113 307 -11.2 4.0
large PNFCs changed? Next three months -225 -9.0 -211 -66 301 142 75 188 64 73 07 -15
How has loss given default on loans to Past three months 142 363 220 -155 -10.2 -196 86 59 00 0.0 -140 72
small businesses changed? Next three months 186 191 155 29 07 10 -23 00 00 00 -07 -07
How have losses given default on loans Past three months 09 03 -73 -77 -53 21 16 22 07 143 -86 125
to medium PNFCs changed? Next three months ~ -61 -51 -6.4 -57 63 193 215 148 151 02 -21 -15
How have losses given default on loans Past three months -62 -50 -63 -78 -55 00 70 00 141 124 41 02
to large PNFCs changed? Next three months ~ -72 -52 -82 -65 65 207 203 133 57 -07 99 -07
How has demand for credit card lending from Past three months 144 -76 -209 -29.6 -291 -15 -15 104 05 117 117 10.4
small businesses changed?(?) Next three months 6.3 36.4 50.0 277 59 156 209 -14 104 9.8 215 10.4
How has demand for other unsecured lending Past three months 0.8 -86 na* 212 -174 -254 -158 121 na* na* na* na*
from small businesses changed?(?) Next three months 75 -62 na* 89 02 -156 158 0.0 na* na* na* na*
How has demand for total unsecured lending Past three months 123 -7.8 -18.7 -215 -27.3 -51 -37 106 -22 87 76 10.6
from small businesses changed?(f) Next three months 6.5 277 470 247 50 109 201 -12 118 85 225 91
How has demand for secured lending from Past three months  -13.5 -26.5 -269 349 -216 -98 -201 153 -15 -75 -11.2 359
small businesses changed?(?) Next three months 0.0 194 274 00 0.0 -98 177 0.0 172 2.0 285 69
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Net percentage balances(
2010 201 2012 2013

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

How has overall demand for lending from
small businesses changed?(?)

How has demand for lending from

medium PNFCs changed?

How has demand for lending from
large PNFCs changed?

Past three months
Next three months

Past three months

Next three months

Past three months
Next three months

-18.6 0.0 -30.6 355 -154 -351 -16.6 16.7 -13.4 -19.2 -27.7 111
02 -123 279 38 -107 -23.4 140 08 08 69 289 40

-42 31 -31 149 92 -16 -59 -29 -28 55 -79 205
2.8 11 95 35 -123 -92 192 109 63 52 156 63

-20 -37 106 63 -132 15 -52 -149 -133 06 48 175
97 191 50 -81-149 -52 -80 -67 02 37 294 265

How has demand for lending from OFCs
changed?

Past three months
Next three months

na** na** na** na** na** na* na** -24 107 -6.8 -135 0.0
na** na** na** na** na**na**na** 00 -06 00 69 -135

What have been the main factors contributing to changes in demand for lending:®)

mergers and acquisitions

capital investment

inventory finance

balance sheet restructuring

commercial real estate

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

273 52 200 -94 3.0 -09 -196 -27.8 -10.7 104 64 271
312 352 82 -79 -68 -18 -33 34 -102 04 204 141

-32 00 00 -140 -77 -3.4 -191 -113 -93 -32 -11.8 40
23 -08 -09 -74 122 -32 -16 -13 -65 -09 39 28

57 22 06 -01 -24 07 -146 -99 -78 00 36 07
32 07 62 74 -06 07 -06 00 07 31 39 07

34 15 28 -158 106 -01 -111 -61 72 1.8 168 134
94 22 28 -166 -31 16 30 12 -08 32 22 79

65 -183 -34 -01 18 -11 -195 -65 -52 -100 45 -79
31-204 56 55 25 -14 -1770 -38 -123 -129 165 -11.3

How have spreads on loans to

small businesses changed?

How have fees/commissions on loans to

small businesses changed?

How have collateral requirements for loans

to small businesses changed?

How have maximum credit lines for

small businesses changed?

How have loan covenants for

small businesses changed?

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

0.0 -126 -83 -20 -25 -111 -64 -131 00 -20 120 -1.2
00 -113 -83 -11.2 -69 -203 -81 -211 -90 -20 62 00

00 -13 -8 28 00 -70 00 -14 -127 15 -74 78
00 -113 -61 00 -69 00 -81 -129 00 -07 74 0.0

00 00 -33 -20 -148 00 00 00 00 00 00 00
00 00 -33 -20 -135 00 00 00 00 00 0.0 0.

10 00 00 -20 -26 00 00 00 00 00 0.0 0.
00 00 00 -20 -135 00 09 00 00 00 00 00

124 256 -33 -20 -148 -26 -28 -37 00 00 00 00
00 -30 00 -20 -135 00 -09 -08 00 00 00 00

How have spreads on loans to medium
PNFCs changed?

How have fees/commissions on loans to

medium PNFCs changed?

How have collateral requirements for loans

to medium PNFCs changed?

How have maximum credit lines for
medium PNFCs changed?

How have loan covenants for medium
PNFCs changed?

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

Past three months

Next three months

-20 -30 143 219 226 -19.6 -331-398 -55 298 391 79
-23 -13 06 199 180 -338 -11.6 -27.7 -14 193 134 0.0

21 177 145 192 206 -84 -188 -218 -22 199 93 96
-23 15 03 180 192 -209 -73 -154 00 78 28 -07

00 -08 -06 -28 -44 -12 -48 -07 00 00 00 0.0
00 00 09 -14 00 -25 -69 -19 00 12 00 038

-100 29 -86 -111 08 -40 -124 -33 -10 -12 00 -1.0
1729 51 16 -53 -16 -77 -12 125 -05 00 0.0

129 18 13 49 -20 -37 -149 -153 00 00 00 0.0
10 517 -14 19 -53 -162 00 -12 00 00 0.0 00
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Net percentage balances(

2010 201 2012 2013

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
How have spreads on loans to large Past three months 393 262 217 279 170 -144 -33.0 -43 -20 314 243 3238
PNFCs changed? Next three months 18 08 84 136 95 -442 -97 -230 0.0 85 207 258
How have fees/commissions on loans Past three months  26.0 348 219 166 157 -37 -198 -29 -27 92 07 131
to large PNFCs changed? Next three months 61 131 71 153 132 -296 -67 -105 00 78 88 132
How have collateral requirements for Past three months 00 -08 138 -28 -21 -32 -07 00 00 00 00 -09
loans to large PNFCs changed? Next three months 07 00 18 -14 00 -19 -07 -05 -05 00 08 09
How have maximum credit lines for Past three months 37 57 186 23 45 01 -101 -34 -11 -33 39 167
large PNFCs changed? Next three months -0.2 37 188 152 30 -16 -76 00 07 26 39 191
How have loan covenants for large Past three months 70 190 198 165 174 -88 19 08 00 08 73 00
PNFCs changed? Next three months 144 07 184 106 75 -21.8 -07 -05 00 00 08 64
How have spreads on loans to OFCs Past three months  -16.0 333 6.8 228 95 -165 -161 -3.6 06 -27 127 127
changed? Next three months -16.0 1.0 17 10 92 -30.4 -247 -221 139 79 65 19.8
How have fees/commissions on loans Past three months  -191 326 17 10 18 -21 -86 -21 -03 -6.0 39 234
to OFCs changed? Next three months  -191 1.0 17 10 149 -161 -225 -86 0.0 103 0.0 19.8
How have collateral requirements for Past three months 00 09 19 -46 -13 -30 -75 -84 -66 -131 00 35
loans to OFCs changed? Next three months 0.0 0.0 1.0 00 -07 -3.0 -69 -21 00 00 00 0.0
How have maximum credit lines for Past three months 00 198 61 53 -04 -91 -62 -94 63 63 00 198
OFCs changed? Next three months 0.0 49 68 53 -65 -91 -55 -08 -1.0 0.0 129 19.8
What percentage of your existing PNFC Median(e) na** na** na** na** na** na** na** na** na** na** na** na**

loan book is contractually committed to
passing on any further cuts in Bank Rate?

* Data are unpublished for this question as too few responses were received.
** Additional question not asked in survey.

(a) Net percentage balances are calculated by weighting together the responses of those lenders who answered the question by their market shares. Positive balances indicate that
lenders, on balance, reported/expected demand/credit availability/defaults to be higher than over the previous/current three-month period, or that the terms and conditions on which
credit was provided became cheaper or looser respectively.

(b) A positive balance indicates that the changes in the factors described have served to increase credit availability/demand.

(c) Additional questions on lending to small businesses were introduced in the 2009 Q4 survey. Small businesses were defined as those with annual turnover of less than £1 million in all
of the new questions, consistent with the existing questions on small business demand. In line with existing guidance, answers relating to medium-sized PNFCs in the main survey
continued to include any firm with annual turnover of between £1 million and £25 million.

(d) A positive balance indicates an improvement in the credit quality of new borrowing.

(e) A positive balance indicates an increase in new corporate loan tenors. The sign convention was changed in 2009 Q3 and was applied to the back data accordingly.

(f) The new question on small business demand asked corporate lenders for their overall perspective on any change in demand over the past three months. Existing questions on small
business demand split into secured credit, credit card and other unsecured credit were maintained, though the aggregate results are not directly comparable due to differences in the
sample and weights.

(g) Unlike the other questions in this survey, lenders were asked to select the numerical range that reflected the percentage of their existing loan book contractually committed to
passing on any further cuts in Bank Rate (0%-20%, 20%-40%, 40%-60%, 60%-80%, 80%-100%). A weighted median response, based on lenders’ market shares, was then
calculated assuming that lenders’ responses were uniformly distributed across each numerical range.
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