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The Past

Disruptions to corporate credit markets lie at
the heart of the FEuro area’s economic under-

performance during and after the financial
Crisis
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2008 Q1 2012 Q1

Pre-Lehman, Euro interbank markets were highly integrated With the financial crisis, segmentation has emerged

cross-border bank claims as a percentage of lending country GDP, 2008 Q1 cross-border bank claims as a percentage of lending country GDP, 2012 Q1
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Change in credit standards
for business loans
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Impact of shocks to bank lending on

bank lending rates ...
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The Present

Significant corporate debt overhang, high stock ot
non-performing loans and excessive bank
dependence in external financing all weigh on
Euro area economic prospects
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goiiman  ‘This matters more as corporate borrowing in

the Euro area is overwhelmingly from banks

Although there was some substitution
Stock of outstanding corporate debt is

into corporate securities issuance
overwhelming bank loans

during the crisis
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The Future

Deepening corporate securities markets,
extending the menu of external financing options
for companies and improving bank funding
opportunities are all sensible initiatives — but no
panacea
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Exhibit 1: The recovery in real GDP lags historical recoveries
Reflects recoveries between 1949 and 2014; growth in real GDP
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Source: Bureau of Economic Analysis (BEA), Goldman Sachs Global Investment Research.
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Exhibit 3: S&P 500 companies (ex-financials) have experienced historically robust revenue

growth since the recession ended in 2009
Reflects recoveries since 1980 (latest available data are as of 4Q2014)
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Exhibit 4: NFIB and ISM surveys indicate that small firm growth has only recently shown
sighs of converging toward large firm growth
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Exhibit 5: The number of small firms declined over the five years from the onset of the
crisis
Data available from 1977 to 2012
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Exhibit 8: Growth in unincorporated self-employed Exhibit 9: Unincorporated self-employed workers are a
workers has been well below the historical post- shrinking part of the labor force
recession trend Self-employed workers as a proportion of the total civilian
Reflects recoveries between 1980 and 2014 labor force
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= Hard Times
" Bleak House

" Great Expectations
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