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Business Loan Markets
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RESPONDENT BANKS REPORTING
STRONGER DEMAND
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QUARTERLY CHANGE IN COMMERCIAL
AND INDUSTRIAL LOANS
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UTILIZATION RATE OF COMMERCIAL
AND INDUSTRIAL LOAN COMMITMENTS

Percent of loan commitments

SOURCES: Board of Governors of the Federal Reserve System, Senior Loan Officer Survey, May 2006; and Federal Deposit Insurance Corporation, 
Quarterly Banking Profile.

For most of the past year, the Federal

Reserve Board’s Senior Loan Officer

Survey has shown continued im-

provement in credit availability for

businesses. For the survey covering

February, March, and April 2006, 

respondent banks reported further

easing their lending standards for

commercial and industrial loans to

borrowers of all sizes, narrowing

their lending spreads, and reducing

the cost of credit lines. They attribute

this to stronger competition (from

other banks and other sources of

business credit) and greater liquidity

of business loans resulting from a

deeper secondary market. Lending

standards have relaxed despite a 

reported increase in demand for

commercial and industrial loans by

large and small businesses; this indi-

cates that a plentiful supply of busi-

ness credit is allowing prices to drop 

despite greater demand. 

The relaxation of bank lending

standards since the end of 2003 con-

tinues to be reflected in increased

bookings of commercial and indus-

trial loans by depository institutions.

The $47 billion increase in banks’ and

thrifts’ holdings of business loans in

2006:IQ marks the eighth consecutive

quarter of growth, which is a strong

reversal of the three-year trend of

quarterly declines in commercial and

industrial loan balances on the books

of FDIC-insured institutions. The 

increase in booked credits coincides

with a steady utilization rate of busi-

ness loan commitments (credit lines

extended by banks to commercial

and industrial borrowers) since Sep-

tember 2004, further evidence of the

increased supply of business credit.
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