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BOX 2: BANK LENDING SURVEY RESULTS
Credit Supply Conditions
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In contrast with the euro area, credit standards in Malta were kept unchanged during the last three
quarters of 2012. Negative economic and industry-specific perceptions led some banks to tighten their
credit standards on all three loan categories (corporate, mortgage and consumer credit), but the impact
of this tightening was offset
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in Malta remained gener-
ally subdued (see Chart 2).

Sources: ECB and Central Bank of Malta calculations.

' The BLS is the Central Bank of Malta’s contribution to the European Central Bank’s euro area BLS. This quarterly survey in
which all euro area national central banks participate is designed to provide qualitative data on bank lending behaviour in the euro
area. Participating banks are asked to express their views on developments in credit conditions in the previous quarter and their
expectations for the subsequent quarter. Four of the five core domestic banks in Malta participate in this survey.
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In the first half of 2012, corporate credit demand declined, but stabilised towards the end of the
year. This development reflected lower fixed investment, inventories and working capital. Higher
competitive pressures from banks which do not participate in the BLS also contributed to the fall in
credit demand of participating banks. On the other hand, lending in response to debt restructuring
needs partly offset this decline. During the first quarter of 2013, corporate credit demand remained
unchanged, with no changes being anticipated for the second quarter of the year.

In the case of mortgages, respondents reported lower demand during the early months of 2012, as
competitive pressures, subdued housing market prospects and deteriorating consumer confidence
had a negative impact on the mortgage credit market. However, a slight improvement in housing
market prospects towards the end of the year led to higher demand. Meanwhile, demand for con-
sumer credit, which is considered as sensitive to households’ perceptions on economic conditions,
remained sluggish throughout the year. Lower spending on durable goods, drops in consumer con-
fidence and competitive pressures were downside factors affecting such demand. In the first quarter
of 2013, banks reported some improvement in demand for home loans, whereas in the case of con-
sumer credit, demand dropped further. Respondent banks expect demand to remain stable for both
loan categories during the second quarter of 2013.
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