BBVA ‘ RESEARCH

22 February 2012
Economic Analysis

us

Kim Fraser
kimfraser@bbvacompass.com

Jeffrey Owen Herzog
jeff.herzog@bbvacompass.com

Banking Watch

Bank Credit and Deposits: Monthly Situation Report

Total credit has crossed into positive YoY growth territory for the first time since August 2009, with increasing strength coming from C&l
lending. Consumer credit is rebounding at a healthy pace, while CRE and residential loans continue to decline on a YoY basis.

« Small and large time deposits remain weak, and we expect negative YoY growth trends to continue at least through 1H12. Demand
deposits largely offset this weakness, with additional pull from slightly accelerated YoY growth in savings and checking.
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approaching its peak.

Chart4 Chart5 Chart6
Commercial Real Estate (CRE) Commercial Real Estate, YoY% Residential, $bn Residential, YoY%
CRE lending is arriving largely in line 50
with our forecasts, and we expect YoY 0 i
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expansion for the CRE sector.
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Chart9
Domestic Large Time Deposits, YoY%

On a YoY basis, residential loan growth
declined less than expected and is
gradually approaching positive
territory. Our models suggest that
residential lending may recover sooner
than CRE, though we do expect a
flatter growth trajectory. Existing home
sales have been the bright spot in the
housing market, helping to boost
activity from extreme lows. However,
declining prices and weak demand for
new homes highlight serious concerns
for the economic recovery.

Consumer Credit

Chart 7
Consumer Lending, $bn, break-adjusted
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Chart10
Foreign Large Time Deposits, YoY%
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Chart
Savings Deposits, YoY%

Source: BBVA Research

Chart 12
Small Time Deposits, YoY%

Consumer credit increased
significantly on a MoM basis
throughout 4Q11, although recent data
suggest a slight decline in January
2012. This may be a consequence of
seasonal adjustments, {e] the
slowdown in consumer lending is not
yet alarming. YoY growth is lower than
previously predicted, though trends
remain relatively healthy. Although
rising gas prices may deter consumers
from auto purchases in the short term,
we continue to expect steady demand
for other consumer loans.
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Deposits Demand Deposits, YoY% Checking Deposits, YoY% Commercial Banking System, YoY%
Total deposits data are in line with our 06 05 25% - - 0%
expectations, accelerating on a YoY | 20% |
basis in large part due to strong iy : r 0%
demand deposit growth. Savings %] 055 4 15% 1 20%
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should recover more quickly as the
global economy gains momentum.
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Table 1
Banking System Update
Consumer C&l CRE Residential Savings small Dome;ﬂc Forelgn Demand Checking
Time Large Time  Large Time
Deviation 14 05 00 08 00 01 12 06 32 14
2M Prev 01 99 6.3 16 143 203 42 211 480 35
™ Prev 05 102 57 22 139 192 20 220 462 31
Actual 14 LA 50 22 47 184 21 221 476 28
Predicted 29 106 50 14 146 183 10 215 445 42
Next Month 22 16 -46 02 47 182 36 209 495 41
2M Forward 28 109 39 09 149 178 30 212 511 46
3M Forward 26 105 33 17 149 175 4] 217 519 69
Source: BBVA Research
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