

M E TH O D O L O G Y
of the Bank Lending Survey

Introduction
This methodology defines the content of the Bank Lending Survey, the manner of its conducting and the presentation of its results.  The Bank Lending Survey, established by the Central Bank of BH in September 2020 on  quarterly basis, is aligned with the same surveys conducted in central banks in the euro area (Bank Lending Survey BLS  https://www.ecb.europa.eu/stats/ecb_surveys/bank_lending_survey/html/index.en.html ) with some  adjustments to the specific features of the credit market in BH.

The purpose of the Survey
The aim of the Survey is to provide insight into the trends of credit standards and terms and conditions, as well as the trend of demand for loans in BH banking sector. By conducting the Bank Lending Survey, the Central Bank of BH strives to improve the quality of credit market analysis as well as the analysis of the loan supply and demand factors. Through a clearly structured questionnaire, the Survey provides qualitative information on the credit market trends directly from a representative sample of banks operating in BH credit market. The Survey includes the observed development of credit standards and demand for loans in the previous quarter, as well as the trends expected in the next quarter. The qualitative information from the Bank Lending Survey, on the banks’ standards and terms and conditions, as well as the supply and demand for loans, together with the quantitative statistics on interest rates and bank loans, contribute to better analysis and assessment of the credit market trends and in this respect they are useful for all economic entities.

The scope of the Survey
The Survey covers a representative sample of banks with the largest shares of assets in the banking sector in Bosnia and Herzegovina. At the beginning of each year, the bank sample will be revised based on the assets size at the end of the previous year. The Survey form is filled in by the bank staff who decide on the terms and conditions of loan approval and are well informed on the credit market trends. The questions are created in such a way that the necessary information is obtained with a minimum burden on the Survey respondents, who need to be impartial when providing their responses.
The confidentiality of individual responses is understood, and the presentation of the Survey results will be made only on the basis of the aggregated results of the Survey.

Content and manner of completing the Survey
The Survey is submitted electronically by banks 15 days after the expiry of the reporting quarter, while the Survey results are released two months after the expiry of the reporting quarter.
The Survey structure is in the format of an excel spreadsheet that is fixed, i.e. there is no possibility of adding rows, columns, changing the font size and the like by the Survey respondents.
In the initial left corner of the Survey form, it is necessary to specify the bank code, which consists of 13 characters, and the contact person, who will fill in the Survey form. The first part of the code "CB" indicates that it is a commercial bank, "YYMM" indicates the date of the reporting quarter (year, month). The other part of the name "NNNN" represents the bank code and the third part of the code indicates the name of the report (3 letter characters, enter BLS, which is an abbreviation for the Bank Lending Survey), so, for example, the report of a bank for the third quarter of 2021 will have the following code: CB2109NNNNBLS, where the bank will indicate its code instead of NNNN. 
The Survey includes 16 questions divided into two groups: the first group of the questions refers to loans and credit lines to enterprises (questions 1 to 8), and the second group of the questions refers to household loans (questions 9 to 16). The first six questions in both groups refer to trends in the previous three months, and the last two questions refer to expectations for the next three months. Regarding loans and credit lines to enterprises, the questions are divided according to the maturity structure (short-term and long-term loans), while in the case of households, the division is made on the basis of the purpose of the loan (housing, consumer and general-purpose loans). 
For all the loan categories, questions are asked about credit standards and terms and conditions for loan approval, demand for loans, factors affecting the supply and demand conditions, and the share of rejected loans. 
Credit standards include the criteria for the approval of loans and/or credit lines by the bank, which define the following: eligibility of collateral, creditworthiness of the debtor, amount of income, age, employment status, etc., including internal instructions, changes in the loan approval policy and its implementation. Credit standards are applied before the start of negotiations on the credit terms and conditions and the approval or rejection of a loan application. 
Credit terms and conditions imply obligatory elements from the agreement on loan or credit line between the bank and the debtor (loan amount, interest rate, commission and fee costs, required collateral or guarantees to be provided by the debtor, maturity, etc.). They are determined depending on the creditworthiness of the debtor and can be changed simultaneously with or independently of credit standards.
The Survey respondents are asked to indicate one change on a scale of the five offered options, by entering an "x" in the appropriate cell in the Survey form, indicating the intensity of tightening or easing (questions related to the supply of loans) or the intensity of the decrease or increase of the change (questions related to the demand for loans). For each question, it is necessary to indicate the intensity and direction of the change, by entering "x" in the cell below the field:
(-2) significant tightening/decrease, (-1) moderate tightening/decrease, (0) no impact/change, (1) moderate easing/increase, or (2) significant easing/increase. 
For each question from the Survey form, it is necessary to state only one intensity and direction of change (enter only one "x" in the empty fields), as stated in the example in the image below.
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Presentation of the Survey results

The analysis of the aggregated BLS results is based on net percentage. For the responses to the questions about the loan supply, i.e. on credit standards and credit terms and conditions, the net percentage is defined as the difference between the sum of the shares of banks that replied that credit standards were "significantly relaxed" and "moderately relaxed" and the sum of the shares of banks that replied that credit standards were "significantly tightened" and "moderately tightened". A positive net percentage indicates net easing, while a negative one indicates net tightening of credit standards. The net percentage for the responses to the questions on factors impacting changes of credit standards is defined as the difference between the shares of banks that responded that the given factor contributed to the easing and the shares of banks that responded that it contributed to the tightening of credit standards.
Regarding the question on the loan demand, the net percentage is defined as the difference between the sum of the shares of banks that replied that demand for loans was "significantly decreased" and "moderately decreased" and the sum of the shares of banks that replied that demand was "significantly increased" and "moderately increased". A positive net percentage indicates that a larger number of banks recorded an increased demand in the last three months, while a negative net percentage indicates that a larger number of banks recorded a decreased demand for loans. Regarding the demand for loans, we often use the term "net demand" instead of the term "net percentage." Net demand will therefore be positive if there is a higher share of banks that reported an increased demand for loans, while negative net demand indicates that there is a higher share of banks that reported a decline of demand for loans.
The net percentage does not distinguish between extreme and moderate responses (it reflects the direction rather than the intensity of the change), as the same numerical value is assigned to both extreme and moderate responses, as it follows: 


	Loan supply
	Loan demand

	-1 = significant tightening
	-1=significant decrease

	-1 = moderate tightening
	-1=moderate decrease

	0 = no impact
	0=no impact

	1 = moderate easing
	1=moderate increase

	1 = significant easing 
	1=significant increase



As the respondent answers by selecting one of the five options, the answers to each of the five options need to be converted into numbers by assigning them numerical values ranging from –1 to 1.

In addition to the net percentage, diffusion index is used as a measure for statistical analysis of the Survey results. The diffusion index, unlike the net percentage, shows both the direction and intensity of the change at the individual bank level, in the way that the answers, by selecting one of the five options, are converted into numbers by assigning them numerical values ranging from –1 to 1 as it follows:

	Loan supply
	Loan demand

	-1 = significant tightening
	-1= significant decrease

	-0,5 = moderate tightening
	-0,5= moderate decrease

	0 = no impact
	0= no impact

	0,5 = moderate easing
	0,5= moderate increase

	1 = significant easing
	1= significant increase



The diffusion index interpretation follows the same logic as the net percentage interpretation.
The meanings of some terms used in the form of the Bank Lending Survey are provided below:

	Term
	Meaning

	Interest margin 
	The difference between bank’s effective lending and deposit interest rates.

	Collateral 
	Security provided by the debtor to the bank for the repayment of loans and/or credit lines 

	Loans
	Funds granted to enterprises and households by the bank.

	Credit line
	The maximum amount of a loan that a bank can approve to an enterprise at any time, i.e. the maximum amount that an enterprise can withdraw if it needs additional funds in a certain period, this amount being renewable.

	Credit standards
	Credit standards are internal guidelines or criteria for approving a bank's loan, defined prior to the loan agreement signing. Credit standards define the terms and conditions that must be met by legal or natural persons in order to be able to apply for a loan (creditworthiness of the debtor, eligibility of collateral, amount of income, age, employment status, etc.), including internal instructions, changes in the loan approval policy and its implementation.

	Credit terms and conditions
	Obligatory elements from the agreement on loan or credit line between the bank and the debtor (loan amount, interest rate, commission and fee costs, required collateral or guarantees to be provided by the debtor, maturity, etc.). They are determined on the basis of the creditworthiness of the debtor and can be changed simultaneously with the credit standards or independently of them.

	Risk perception
	The bank's view of systemic risk, the development of the general economic situation, the position of a particular activity or enterprise, the creditworthiness of the debtor, as well as the required collateral.

	Loan demand
	The assessment of the overall needs for loans of enterprises and households, including loan renewal, regardless of usual seasonal fluctuations.



Dissemination of the Survey
The results of the Bank Lending Survey are published quarterly, two months after the expiry of the reporting quarter and are available on the website of the Central Bank of Bosnia and Herzegovina within the Statistics folder, Statistical Information subfolder, and the link is: https://www.cbbh.ba/Content/Read/8 
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KAB11.1

 KAMATNA MARŽA  (veća marža = pooštravanje, manja marža = ublažavanje)                                                                   

x

KAB11.2

 ZAHTJEVI U POGLEDU KOLATERALA

x

KAB11.3

ROČNOST

x

KAB11.4

PROVIZIJE I NAKNADE

x

KAB11.5

MAKSIMALAN IZNOS KREDITA

x

11. Kako su se promijenili uslovi Vaše banke za odobravanje kredita stanovništvu u posljednja tri mjeseca?

Legenda: –2 =  znatno pooštravanje; –1 = umjereno pooštravanje; 0 = bez promjene; 1 = umjereno ublažavanje; 2 = znatno ublažavanje.


