POLICY RESPONSE TO COVID 19

Diverse national responses in the
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first phase of the crisis
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SMEs, BANKS PRE-COVID

figure 112 Types of external financing preferred to realise growth ambitions for SMEs in the EU28, by
enterprise characteristic.
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And they would like to continue relying on

bank loans to realise growth ambitions

® bank loan loan from other sources equity investment ® other dk/na

Source: SAFE (Q20); edited by Panteia.

Bank
lending
remains the
most
relevant

and
sought-
after
financing
by EU SMEs

Source: SAFE Survey 2019



SMEs, LOANS - PRE & DURING COVID

Access to finance is the most important concern for 7% of SMEs in the European Union.
A comparison with other countries is presented below:
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SMEs, LOANS - PRE & DURING COVID

Vulnerable and profitable enterprises in the euro area

(percentages of respondents)
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Developments in NPL ratios and factors
contributing to annual changes

SMEs, LOANS - PRE & DURING COVID 0@;{
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(Q1 2016-Q4 2019, ratio, percentage point contnbutions to annual
changes)
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SMEs, LOANS - PRE & DURING COVID

European Loan Slump
Worsening of high-grade deals
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BANKS’ ACTIONS DURING COVID

Banks have been critical partners to companies with
their immediate crisis response actions:

Increased funding Always in full
capacity & compliance with

accelerated all regulatory
Waivers and approval processes requirements

Liquidity support

deferrals and maintaining

Helping vulnerable

Fighting financial customers &
crime and money resolution of

laundering conflicts standards

high financial
intermediation




BANKS’ ACTIONS DURING COVID

Changes in demand for loans or credit lines to enterprises and contributing factors

(net percentages of banks reporting an increase in demand and contributing factors)
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BANKS’ ACTIONS DURING COVID

Credit lines and government support schemes are the first source of external finance
to address liquidity needs

Largest monthly credit provision in March Short-term loans and overdrafts accounted
since the beginning of Economic and for almost half of the credit provision at the
Monetary Union euro area level
{manthly flows, € billions) (monthly lows, € billions)
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Sources: ECB and ECE calculations.
Notes: Left panel: monthly transactions January 2006-December 2009 and January 2019-March 2020. Right panel:
monthly transactions in March 2020.
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BANKS’ ACTIONS DURING COVID

Title: Loans vis-a-vis euro area NFC reported by MFI excluding ESCB in the euro area (stock)

Frequency: Monthly
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BANKS’ ACTIONS DURING COVID

Green Bonds, Green Loans & Sustainability-
Linked Loans Issuance + Pandemic Issuance
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UNCERTAINTY IN THE AIR

Changes in credit standards applied to the approval of loans or credit lines to
enterprises, and contributing factors

(net percentages of banks reporting a tightening of credit standards and contributing factors)
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UNCERTAINTY IN THE AIR

Changes in the rejection rate for loans to enterprises

(net percentages of banks reporting an increase in the share of rejections)
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BANKS’ ACTIONS POST COVID 0@3/
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Actions thoughtfully geared towards:

Adapting business models
Reducing the build-up of towards increased
excessive debt Innovation

Fighting climate change and Enabling corporate

accelerate progress towards restructurings that preserve
the SDGs and net zero by e J P

2050




FOCUS AREAS - LOOKING AT 2030

@,

Data: Access & provision Financing innovation and
digitalisation

Sustal_nablll_ty - taxonomy Risk Management
operationalization
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