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Bank Lending: Reaching Old Highs—in a Different Context 
Commercial and industrial (C&I) loans outstanding have nearly returned to 
the highs of the prerecession period. Two points are worth noting. First, 
there is a clear cyclical pattern to business lending as the declines post the 
2001 and 2008 recessions are clear. Second, the recovery in C&I lending 
has been driven by small and large domestic banks, while lending at 
foreign-related banks in the United States has yet to recover. 
This cyclical improvement in lending has been accompanied by a decline in 
the net percentage of banks tightening standards on C&I loans to large and 
medium firms as well as to small firms as reported in the Fed’s Senior Loan 
Officer Survey through the third quarter. Meanwhile, lending spreads have 
steadily declined since the early 2010. 
Perspective: The Evolution of Debt Finance 
While bank lending has improved during this recovery, the supply of credit 
continues to evolve, as illustrated in the middle graph. Since the early 
1980s, bank loans have lost favor as a share of credit, while commercial 
paper has become less prevalent since the late 1990s. Instead, corporate 
bonds have become an increasingly popular credit market instrument as 
long-term interest rates have declined. Mortgages and other loans evidence 
a cyclical pattern but have also lost share since the early 1980s. This shift to 
bond debt has been an evolving movement and a challenge to regulators as 
non-bank finance in the United States takes on greater importance. 
The Big Picture: The Big Shift 
While we have focused here on business finance, the shift in debt has 
moved dramatically toward greater household and government debt 
(bottom graph). This move represents a different perspective on interest 
rate risk than commonly perceived in the past.  
Since the early 1980s there had been a steady rise in household debt. 
During this same period, interest rates trended lower and credit availability 
increased as credit standards were eased and new methods of judging 
credit quality became available. However, in the 2007-2009 period this all 
changed as the rubber band of credit was stretched too far and the 
underlying assumptions on growth, home prices and interest rates 
conspired to break the most stable of glass houses.  
In a similar manner, the rise of government debt since the early 1980s and 
especially since 2004 rests on a set of economic and credit market 
assumptions that create a vulnerability to investors. Can the government 
debt survive in a world of 2-2.25 percent growth? How long will interest 
rates stay this low and enable the federal government to finance its debt at 
a relatively small cost? Finally, what is the marketability of Treasury debt if 
central banks take their appetite away?   
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Commercial & Industrial Loans by Bank Type
Billions of U.S. Dollars

Foreign Banks: Aug @ $263.5 B
Small Domestic Banks: Aug @ $453.0 B
Large Domestic Banks: Aug @ $855.0 B
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Debt Financing
Percent of Credit Market Instruments

Bank Loans: Q2 @ 6.9% (Left Axis)
Commercial Paper: Q2 @ 1.6% (Left Axis)
Municipal Securities: Q2 @ 5.7% (Left Axis)
Mortgages: Q2 @ 6.6% (Left Axis)
Other Loans and Advances: Q2 @ 11.8% (Left Axis)
Corporate Bonds: Q2 @ 67.3% (Right Axis)
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Credit Market Debt as a Share of GDP
Total Sector Debt

Nonfinancial Corporate Debt: Q2 @ 54.2%
Household Debt: Q2 @ 77.6%
Government Debt: Q2 @ 89.4%

Bank Lending: A Perspective on Credit 
Business lending by all types of banks has approached the prior peak before the recession and yet, in 
perspective, the changes in finance over the past 30 years provide a valuable perspective to credit today.  

mailto:john.silvia@wellsfargo.com
mailto:sarah.watt@wellsfargo.com


 

Wells Fargo Securities, LLC Economics Group 

 

Diane Schumaker-Krieg Global Head of Research, 
Economics & Strategy 

(704) 410-1801 
(212) 214-5070 

diane.schumaker@wellsfargo.com 

John E. Silvia, Ph.D. Chief Economist (704) 410-3275 john.silvia@wellsfargo.com  

Mark Vitner Senior Economist (704) 410-3277 mark.vitner@wellsfargo.com 

Jay H. Bryson, Ph.D. Global Economist (704) 410-3274 jay.bryson@wellsfargo.com 

Sam Bullard Senior Economist (704) 410-3280 sam.bullard@wellsfargo.com 

Nick Bennenbroek Currency Strategist (212) 214-5636 nicholas.bennenbroek@wellsfargo.com 

Eugenio J. Alemán, Ph.D. Senior Economist (704) 410-3273 eugenio.j.aleman@wellsfargo.com 

Anika R. Khan Senior Economist (704) 410-3271 anika.khan@wellsfargo.com 

Azhar Iqbal Econometrician (704) 410-3270 azhar.iqbal@wellsfargo.com 

Tim Quinlan Economist (704) 410-3283 tim.quinlan@wellsfargo.com 

Michael A. Brown Economist (704) 410-3278 michael.a.brown@wellsfargo.com 

Sarah Watt Economist (704) 410-3282 sarah.watt@wellsfargo.com 

Michael T. Wolf Economist (704) 410-3286 michael.t.wolf@wellsfargo.com 

Sara Silverman Economic Analyst (704) 410-3281 sara.silverman@wellsfargo.com 

Zachary Griffiths Economic Analyst (704) 410-3284 zachary.griffiths@wellsfargo.com 

Mackenzie Miller Economic Analyst (704) 410-3358 mackenzie.miller@wellsfargo.com 

Blaire Zachary Economic Analyst (704) 410-3359 blaire.a.zachary@wellsfargo.com 

Peg Gavin Executive Assistant (704) 410-3279 peg.gavin@wellsfargo.com 

Cyndi Burris Senior Admin. Assistant (704) 410-3272 cyndi.burris@wellsfargo.com 

 

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S broker-dealer registered 
with the U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor 
Protection Corp. Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not 
limited to, Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Advisors, LLC, Wells Fargo Securities International Limited, 
Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited. Wells Fargo Securities, LLC. ("WFS") is 
registered with the Commodities Futures Trading Commission as a futures commission merchant and is a member in good standing 
of the National Futures Association. Wells Fargo Bank, N.A. ("WFBNA") is registered with the Commodities Futures Trading 
Commission as a swap dealer and is a member in good standing of the National Futures Association. WFS and WFBNA are generally 
engaged in the trading of futures and derivative products, any of which may be discussed within this publication. The information 
and opinions herein are for general information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or 
completeness, nor does Wells Fargo Securities, LLC assume any liability for any loss that may result from the reliance by any person 
upon any such information or opinions. Such information and opinions are subject to change without notice, are for general 
information only and are not intended as an offer or solicitation with respect to the purchase or sales of any security or as 
personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from affiliated banks and is a 
wholly owned subsidiary of Wells Fargo & Company © 2013 Wells Fargo Securities, LLC. 

Important Information for Non-U.S. Recipients 

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. 
incorporated investment firm authorized and regulated by the Financial Services Authority. The content of this report has been 
approved by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial 
Instruments Directive 2007. The FSA rules made under the Financial Services and Markets Act 2000 for the protection of retail 
clients will therefore not apply, not will the Financial Services Compensation Scheme be available. This report is not intended for, 
and should not be relied upon by, retail clients. This document and any other materials accompanying this document (collectively, 
the "Materials") are provided for general informational purposes only. 

 
 

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 


