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EUROZONE CREDIT CYCLE TURNING  

Berenberg Macro Flash 

 
 

M3, M1, Private sector loans, yoy %, June 2014 

 

  Private Sector Loans 

 

Actual:  -1.7% 

Previous: -2.0% 

Consensus: -1.8% 

Berenberg: -1.8% 

 

Slowly but surely, the Eurozone’s credit cycle is turning (see Chart). Loans to the non-financial private sector still fell by 

1.7% yoy in June, but that was the slowest rate of decline since June last year. Furthermore, M3 growth jumped to 1.5% yoy, 

the highest so far this year, while M1 growth increased from 5.0% to 5.3% yoy. M1 adjusted for inflation is a good indicator 

of output growth 9 months later. If sustained, the increase could point to slightly improving Eurozone growth rates in early 

2015. 

 

Chart: MFI loans to the non-financial private sector, yoy % 

 
Source: ECB 

 

The signs that the economic recovery is stabilising credit demand are getting more visible. Short-term loans to companies 

increased by €19bn in June, the biggest such increase since June 2011. Longer term loans, which are more related to long-

term investment, continued to decline, however, reflecting deleveraging and caution. Overall, the rate of decline in loans to 

corporates eased from -2.6% to -2.3% in June. Loans to consumers are more stable at -0.6% yoy. 

 

The credit cycle lags the economic cycle, even more so after a severe double financial crisis like the Eurozone has gone 

through since 2008. In many countries, households, firms, banks and governments will try and deleverage their balance 

sheets for years to come, preventing stronger credit growth. In others, large cash reserves built during the crisis as well as 

caution over the nascent recovery hold back credit demand at the current juncture. The ongoing asset quality review and 

stress test of the ECB may temporarily dampen credit supply as banks are uncertain over the outcome. Once that uncertain-

ty fades, the recovery could become more vigorous. At that moment, the new targeted LTROs of the ECB will also kick in 
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and supply banks with new cheap longer-term liquidity. The return to more normal credit growth rates is still a long way off, 

but the data shows that the worst should be behind. 

 

ECB monetary data 

 

yoy change % JUN MAY APR MAR FEB JAN  

M3 1.5 1.0 0.8 1.1 1.3 1.2 

M1 5.3 5.0 5.2 5.6 6.2 6.1 

Private sec. loans -1.7 -2.0 -1.8 -2.2 -2.2 -2.3 

 
Source: ECB 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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