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Business loans fall by record £8.4bn in
July in corporate debt write-off
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Last updated at 10:12 AM on 02nd September 2009

Business lending fell by the largest amount onnmeéao July after banks wrote off
£2.2billion of corporate debt.

Lending to non-financial firms
contracted by £8.4billion between Jun e
and July as banks pulled in their horn: S
amid soaring defaults. The Bank of =
England figures suggest claims from
lenders that they are giving more creG
to business customers should be trea®
with extreme scepticism.

Last month Royal Bank of Scotland
figures showed the state-controlled giant is fgilio meet its Treasury-mandated
business lending targets.

Bank of England figures show corporate write-ofésibled in the first half of 2009

Lloyds Banking Group is thought to have agreedxqmaed business lending by
£1billion in recent days, but this would do litteetackle the overall contraction in the
market.

Banks are pulling in their horns as they try touibprofit margins and reduce their
balance sheets. But soaring debt defaults in th@ocate sector are adding to the
pressure on their finances.

Corporate write-offs doubled in the first half &i®® compared with the same period
last year, yesterday's BoE figures showed. In ¢éoersd quarter alone banks wrote off
£3.6billion of loans, including mortgages and ctedrd debts.

The dismal state of the credit markets will comamascute disappointment to the
Bank of England, which is immersed in a £175billlmoney-printing programme.

Yesterday's figures suggest that despite the Beftods, banks are hoarding liquidity
rather than bolstering lending. Making matters wows/er £15billion of the cash
generated through quantitative easing appearsvio leaked abroad to overseas
investors, the data suggests.



Vicky Redwood of Capital Economics said: "The wesdaof bank lending will act as
a severe constraint on the overall economic regover
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