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PwC: European banking credit shortfall to last at least five years
Huge opportunity for non-bank institutions to fill the gap

London, April 10, 2014 - New research from PwC finds that the shortfall in European
small and medium sized enterprises’ (SME) source of banking credit will last for at least five
years. European firms will struggle to fill this gap using other existing sources of credit.
Europe’s medium-sized enterprises typically don’t enjoy the same level of access to bond
markets as their US counterparts. While European bond issuance has strengthened during
2012 and 2013, total bank loans still comprise the large majority of European corporate debt,
compared with less than 30% in the US.
Therefore, there’s a major opportunity for non-bank institutions to extend credit to medium
sized European firms. This segment offers the greatest scope for growth in non-bank lending
and with loans falling somewhere between €10m and €50m. Below this range, loans may be
too small to interest non-bank institutions; above it, companies will typically have their own
credit rating and easier access to other sources of credit.
Nick Page, PwC Partner, Financial Services, said:
“Affordable access to credit has always been challenging for SMEs in Europe, but the
problem is more acute than ever. Over the next few years, many SMEs are likely to find the
already demanding terms of bank credit virtually unaffordable and while they will
increasingly wish to invest for future growth, European banks will remain under pressure
to reduce and control their levels of leverage. So, the scale of the non-bank lending
opportunity in Europe is huge, and will only grow over the next few years.
“We also see potential for non-bank lenders to combine new lending with the purchase of
non-core loan portfolios. European banks hold an estimated €2.4tn of non-core loans, half
of which are performing. Purchasing batches of these loans would enable non-bank lenders
to expand their organic growth - accelerating their investment in this asset class.”
Other findings from the report include:
• Europe’s securitisation markets, which could help banks lend to smaller firms with
limited credit histories, are also recovering slowly in the post-crisis regulatory
environment.
• European SME securitisation only raised a total of €45bn in 2012 and just €16bn
during the first three quarters of 2013.

• Retail bonds are currently barely known outside Germany and Italy, and peer to peer
lending and crowd-funding platforms are still gaining traction in most European
markets.
Richard Thompson, Chairman, European Portfolio Advisory Group, PwC, said:
“Now is the time for non-bank institutions to lay the groundwork for lending- by developing a
strategy and strengthening their in-house capabilities. Existing non-bank lenders might also
consider expanding their business through purchases of non-core loan portfolios.”
“Non-bank lending doesn’t need to constitute a direct challenge to European banks. There are
increasing signs that banks are willing to work with a range of alternative lenders to meet
their clients’ needs and relieve the strain on their own balance sheets.”
Notes to Editors
To download a copy of Increasing European SME Access to Credit with Non-bank
Lenders, please visit www.pwc.com/banking.
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