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INTRODUCTORY REMARKS

Since April 2018, the Central Bank of Montenegro (CBCG) has been conducting the
Bank Lending Survey, which is harmonised with the survey conducted in the euro area
central banks, but tailored to the specific features of the Montenegrin market. Its main
objective is to provide the Central Bank with an insight in key determinants of supply of
and demand for the loans to enterprises and households.

The survey consists of twelve questions related to lending to the corporate sector and
households. Respondents (banks) answered questions about the change in credit stand-
ards', as well as the impact of factors on their change, about the change in loan approval
conditions®, the number of rejected loan applications, the change in demand for loans
and the impact of factors on the change in demand. The questions were divided into two
sets, of which the first six questions referred to the loans and/or credit lines to enter-
prises, while the remaining six questions referred to the loans approved to households.
In the case of questions related to loans and/or enterprises credit lines, the questions
are further divided according to the term of loan approval (long-term and short-term)
and the size of the enterprise (micro, small, medium and large). With regard to the
household loans, the division is made on the basis of the purpose of the loan (housing,
consumer and other loans).

This Report summarizes the results of the survey conducted in the second quarter of
2025. In the survey, banks’ views on changes in credit policy during the second quarter
of 2025 and expected changes in the third quarter of 2025 are expressed. With a view to
providing statistical representation, the responses of individual banks are weighted by
their market share’, whereas the response of the bank with higher market share gains
higher importance. The survey results are displayed as net percentages. For the respons-
es to questions on the loan supply, i.e. credit standards and credit terms and condi-
tions, the net percentage is defined as a difference between the sum of the percentages
of banks responding “tightened considerably” and “tightened moderately” and the sum

' Lending standards include criteria for the approval of loans and/or credit lines by the bank, which define: type of
loan, recognized sectoral or geographic priorities, acceptability of collateral, creditworthiness of the debtor, and
the like, including internal instructions, changes in the loan approval policy and its application.

2 Credit conditions include mandatory elements from the loan agreement or credit line between the bank and the
debtor (loan amount, interest rate, commission and fee costs, required collateral or guarantees that the debtor
should provide, maturity, and the like). They are determined based on the creditworthiness of the borrower and
they can be altered together with the credit standards or independently.

* In aggregating the responses of individual banks, a weight is used - the share of the bank's assets in the total
assets of the banking sector.
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of the percentages of banks responding “eased considerably” and “eased moderately”. A
positive net percentage indicates net tightening, whereas a negative net percentage indi-
cates net easing of credit standards. The net percentages for the responses to questions
related to the factors having an impact on change of credit standards are defined as the
difference between the percentage of banks reporting that the given factor contributed
to a tightening and the percentage of banks reporting that it contributed to an easing of
credit standards.

When it comes to the demand for loans, the net percentage is defined as the difference
between the sum of the share of banks that answered that it “significantly increased”
and the sum of the share of banks that answered that it “significantly decreased”. Thus,
a positive net percentage indicates net increasing, whereas a negative net percentage
indicates net decreasing of demand.
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SUMMARY

The results of the survey in the second quarter of 2025 showed that credit standards
for the corporate sector and the households were eased. This trend was in line with the
banks’ expectations expressed in the previous quarter.

Banks expect this trend to continue in the third quarter as well, with further easing of
credit standards for all enterprises and all categories of loans granted to individuals. In
the next quarter, it is expected that the key factors that could contribute to the further
easing of credit standards for the corporate sector will include stable macroeconomic
trends, a reduction in the level of non-performing loans, more intense competition on
the banking market, a lower perception of risk related to collateral, and a higher tenden-
cy of banks to assume credit risk. When it comes to the households, additional easing
of credit standards is especially expected in the segment of consumer and other loans,
and it will be supported by competitive pressures among banks, a favourable macroeco-
nomic environment, lower costs of sources of funds, lower risks of required collateral
and higher risk tolerance of banks.

During the second quarter, credit terms and conditions for the corporate sector and
households eased. In lending to the corporate sector, the easing of conditions was main-
ly driven by a drop in interest margins, lower commissions and fees, while additional
effects were achieved through an increase in the maximum amount of loans, an exten-
sion of the maturity date and lighter collateral requirements. In the case of households,
the reduction of interest margins acted as a key factor in easing the conditions, but
this was also contributed by lower collateral requirements, including the value of the
mortgage, the amount of the initial share and deposit requirements. Apart from interest
margins, the most important contribution to easing the conditions for housing loans
was made by lower commissions and fees, as well as the extension of the maturity and
grace period. For the third quarter of 2025, banks expect a continuation of the trend of
easing credit terms and conditions, primarily driven by a further reduction in interest
margins.

Easier availability of financing for the corporate sector and households was confirmed
through a reduction in the number of rejected requests, conditioned by the easing of
credit standards and more favourable credit terms and conditions.

The results of the survey showed that there was an increase in the demand of the cor-
porate sector and households for loans in the second quarter of 2025. In the corporate
sector, the increase in demand was expressed regardless of the maturity of the loan and
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Table 1

the size of the enterprise, and the main factors are the growth of the need to finance
working capital and capital investments, higher requirements for restructuring obliga-
tions, merger and acquisition activities, as well as the reduction of reliance on alter-
native sources of financing. As per households, demand growth is driven by the need
for refinancing, growth in employment and net earnings, higher demand for funds to
purchase real estate and durable consumer goods, while at the same time reduced use
of personal savings and loans from alternative sources. In the third quarter, banks ex-
pect continued growth in the demand for loans in both sectors. For enterprises, further
growth in demand is predicted, regardless of the size or maturity of the loan, condi-
tioned by the same factors as in the previous quarter. Demand growth is also expected
with households, but at a somewhat more moderate intensity, with key incentives in the
form of the need for refinancing, positive trends in the labour market, growth in dispos-
able income, and the continuation of favourable trends in the real estate market.

Assessment of credit standards and demand for loans by banks,
for the second quarter of 2025 and expectations for the third quarter of 2025

Supply
Creditstandards | |

Q22025 Q3 2025 Q22025 Q3 2025
(expectations) (expectations)

Loans to enterprises

Long-term loans

Short-term loans

Loans to micro, small and
medium-sized enterprises

Loans to large enterprises

S>> »2>

Loans to households

Housing loans

clelele] € |elele

clelele] € e«
I EIEY S

>

Consumer and other loans

Note: The table shows direction of change rather than its intensity.
/1 =tightening of credit standards/conditions (net percentage higher than 5%)
™ =demand increase (net percent higher than 5%)

= tightening of credit standards and conditions/increasing demand (net percentage up to 5%)
- =no change

= easing of credit standards and conditions/reduction of demand (net percentage up to 5%)
J, = easing of credit standards and conditions (net percentage greater than 5%)
J» = demand decrease (net percentage higher than 5%)
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1. LOANS TO ENTERPRISES

1.1. Credit standards and credit terms and conditions for enterprises

In the second quarter of 2025, according to the conducted survey, credit standards for
the economy eased compared to the previous quarter, which is in line with the banks’
expectations expressed in the previous quarter.

Banks’ expectations show that even during the third quarter of the current year, there
could be a further easing of credit standards for all enterprises, regardless of their size.

Change in credit standards for loans to enterprises Graph 1
(in net percentage¥)
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Source: CBCG

Note: A positive value indicates tightening of credit standards,

whereas a negative value indicates easing of credit standards.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

The easing of credit standards for the economy during the second quarter of the cur-
rent year was affected by factors such as more favourable general economic trends, a
decrease in the level of uncollectible receivables, increased competition among banks, a
greater willingness of banks to take risks, as well as a lower risk related to the required
collateral. On the other hand, a smaller part of the banking sector indicates that the
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Graph 2
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slightly increased costs of the sources of funds to some extent affected the slight tighten-
ing of credit standards for enterprises.

According to banks’ expectations, the same factors will have a key influence on the
potential further easing of credit standards for the corporate sector in the next quarter
as well. At the same time, the increased costs of sources of funds could also have a mar-
ginal impact in the direction of their tightening during the next quarter.

Impact of factors on the change in credit standards in loan approval
(in net percentage)
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Source: CBCG

Note: A positive value indicates the contribution of a specific factor to the tightening of credit
standards, whereas a negative value indicates the contribution of a specific factor to the credit
standards easing.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

According to the results of the conducted survey, during the second quarter of 2025,
compared to the previous quarter, the dominant influence on easing credit terms and
conditions for new loans to the corporate sector was the reduction of interest margins,
commissions and fees. An additional contribution to the easing was made by the higher
maximum amounts of approved loans, the extension of the maturity date, as well as
lighter requirements regarding security (collateral).

Banks expect that the trend of easing credit terms and conditions for the corporate
sector will continue in the next quarter, primarily stimulated by a further reduction
in interest margins, commissions and fees, as well as an increase in maximum loan
amounts. Also, a smaller part of the banking sector estimates that the extension of ma-
turity and the reduction of collateral requirements could further contribute to the con-
tinuation of the easing of credit terms and conditions.
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Change in terms and conditions for loans to enterprises Graph 3
(in net percentage)
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Note: The graph shows net percentage which indicates the direction of change rather
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Change in terms and conditions for loans to enterprises by the size Graph 3a
(in net percentage)
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Graph 4
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In the second quarter of 2025, there was a decrease in the number of rejected applica-
tions for corporate loans compared to the previous quarter, especially for large enter-
prises. This decrease reflects the easing of credit standards and more favourable credit
terms and conditions, which confirms the continuation of the trend of increased avail-
ability of financing for the real sector.

Share of rejected applications for loans to enterprises

Total loans Loans to micro, small and Loans to large enterprises
medium enterprises
Q2 | Q3 Q4 1 QZ Q | Q@ Q4 1 Q2 @ | Q@ Q4 1 Q2
24 24 | 24 24 24 | 24 24 24 | 24
0.00
-2.00
-4.00
-6.00
-8.00
-10.00
-12.00
-14.00
-16.00
-18.00
-20.00

Source: CBCG

Note: A positive value indicates the increase of rejected loan applications,

whereas a negative value indicates the decrease of rejected applications for loans to enterprises.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

1.2. Demand for loans to enterprises

The results of the conducted survey indicate an increase in the demand of enterpris-
es for loans in the second quarter of 2025 compared to the previous quarter, whereby
the increase was recorded regardless of the maturity of the loan and the size of the
enterprise. The results of the conducted survey indicate an increase in the demand of
enterprises for loans in the second quarter of 2025 compared to the previous quarter,
whereby the increase was recorded regardless of the maturity of the loan and the size of
the enterprise. Additionally, the increase in demand was fuelled by greater needs for re-
structuring existing obligations, mergers and acquisitions activities, as well as reduced
reliance of enterprises on their own sources of financing, loans from other banks and
loans from non-banking institutions.

According to banks’ expectations, in the third quarter of 2025, there could be a further
increase in the demand of enterprises for loans, regardless of the maturity and size of
the enterprise, driven by the same factors as in the previous quarter.
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Change in demand for loans to enterprises Graph 5
(in net percentage)
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Note: A positive value shows an increase in demand,

whereas a negative value indicates a decrease in demand.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

Factors contributing to the change in demand for loans to enterprises Graph 6
(in net percentage)
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Note: A positive value indicates contribution of a specific factor to the increase in demand,

while a negative value indicates contribution of a specific factor to the decrease in demand.

* The graph shows net percentage which indicates the direction of change rather than its intensity.
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2.LOANS TO HOUSEHOLDS

2.1. Credit standards and credit terms and conditions for households

During the second quarter of 2025, compared to the previous quarter, credit standards
for households were eased, especially in the segments of consumer and other loans, ac-
cording to the results of the conducted survey, which is in line with expectations from
the previous quarter.

According to the expressed expectations of the banks, in the third quarter of the current
year, the continuation of the trend of credit standards easing for all categories of loans
granted to households is predicted, with the most pronounced easing expected in the
part of consumer and other loans.

Change in credit standards in granting loans to households
(in net percentage)
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Note: A positive value indicates tightening of credit standards,

whereas a negative value indicates easing of credit standards.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

In the second quarter of 2025, compared to the previous one, the intensification of com-
petition among banks and the improvement of the general economic situation had a
dominant effect on the easing of credit standards for the household sector. In addition,
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easing of credit standards was affected by lower costs of sources of funds, a reduction in
the level of uncollectibility of receivables, a decrease in the perception of risk associated
with collateral, as well as an increased willingness of banks to assume credit risk.

In the next quarter, banks expect that there could be a further easing of credit stand-
ards for households, mostly due to increased competition from banks, especially when
it comes to consumer and other loans. In addition, a more favourable general economic
situation, lower costs of sources of funds, lower uncollectibility of receivables, reduced
risk of required collateral, as well as greater willingness to take risks will additionally
act in the direction of credit terms and conditions easing.

Factors contributing to the change in credit standards for loans to households
(in net percentage)
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Note: A positive value indicates tightening of credit standards,

whereas a negative value indicates easing of credit standards.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

The results of the survey indicate that the reduction in interest margins had a dominant
impact on easing credit terms and conditions in the second quarter of 2025 compared to
the previous quarter. In addition, lower commissions and fees significantly contributed
to the easing of credit terms and conditions in the segment of housing loans, while their
impact on consumer and other types of loans was negligible. In addition, credit terms
and conditions easing was affected by more lenient collateral requirements, including
the value of the mortgage, the amount of the initial share and deposit requirements.
The extension of the maturity and the grace period affected the easing of credit terms
conditions when approving housing loans, while this factor had no eftect on consumer
and other loans.

Loans to households
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Graph 9

Banks expect that in the third quarter of 2025, the trend of easing credit terms and
conditions for households will continue, with a significant reduction in interest margins
as a key factor. An additional contribution to easing of credit terms and conditions is
expected through lower commissions and fees, as well as through lighter requirements
related to collateral, mortgage value, the amount of the initial share and deposit require-
ments. Also, the extension of the maturity and grace period could have a positive effect
on the terms of approval of consumer and other loans, while banks estimate that these
factors will not have a significant impact on housing lending.

Change in household credit terms and conditions
(in net percentage)
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Change in terms and conditions for housing loans and consumer and other loans Graph 9a
(in net percentage)
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The results of the survey show that in the second quarter of 2025, compared to the pre-
vious quarter, there was a decrease in rejected applications when approving loans to
households. This indicator shows an improvement in the availability of loans to natu-
ral persons, which may be a consequence of eased credit standards and conditions, in-
creased solvency of loan applicants, as well as competitive pressures among banks on
the retail lending market.
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Graph 10 Share of rejected applications for loans to households
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Note: A positive value indicates the increase of rejected loan applications,

whereas a negative value indicates the decrease of rejected applications for loans to households.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

2.2. Demand for loans to households

According to the survey results, in the second quarter of 2025, compared to the previous
quarter, there was an increase in the households’ demand for loans. As key determi-
nants of demand growth, banks recognize the increased financial needs of households
to refinance existing liabilities, as well as more favourable developments in the macro-
economic environment, primarily through the growth of employment and net earn-
ings. Also, the intensification of credit activity was affected by the increased demand
for funds to finance the purchase of consumer durables and the purchase of real estates.
Additional factors include a reduction in reliance on alternative sources of financing,
such as personal savings and borrowing from other financial institutions, as well as the
continuation of positive trends in the real estate market.

In the third quarter of 2025, banks expect continued growth in the households’ demand
for loans, driven by the same factors as in the previous quarter, whereby the key factors
in demand growth will continue to be increased needs for refinancing the existing debt,
as well as continued positive trends in the labour market, primarily through employ-
ment growth.
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Change in demand for loans to households Graph 11
(in net percentage)
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Note: A positive value shows an increase in demand,

whereas a negative value indicates a decrease in demand.

* The graph shows net percentage which indicates the direction of change rather than its intensity.

Impact of factors on the change in demand for loans to households Graph 12
(in net percentage)
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Note: A positive value indicates contribution of a specific factor to the increase in demand,

while a negative value indicates contribution of a specific factor to the decrease in demand.

* The graph shows net percentage which indicates the direction of change rather than its intensity.
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3. ANNEX - Aggregate results of Bank Lending

Survey in the second quarter 2025

1. Credit standards for enterprises

Past three Next three
months months
A) Total loans and/or credit line -15.30 -9.75
Long-term (over 1 year) -15.30 -9.75
Short-term (up to 1 year) -15.30 -9.75
B) Loans and/or credit lines to micro-, small and medium-sized enterprises -15.30 -9.75
C) Loans and/or credit lines to large enterprises -15.30 -9.75

2. Factors contributing to the change in credit standards for enterprises

Past three months

Loans to

Next three months

Loans to

. Loans to . Loans to
micro, small larae micro, small large
and medium 9¢ and medium 9¢

: enterprises . enterprises
enterprises enterprises
A) Costs of sources of funds 21N 21 21N 21 21 21
B) Ct;)mpetltlon from other 975 975 975 975 975 975
anks
Q) Risk perception -10.57 -10.57 -10.57 -5.03 -5.03 -5.03
- General economic situation 1530 1530 1530 975 975 975
and outlook
- Bad debt -10.57 -10.57 -10.57 -5.03 -5.03 -5.03
- Risk rglated to collateral 503 503 503 503 503 503
requirements
D) Risk tolerance -5.03 -5.03 -5.03 -5.03 -5.03 -5.03

3. Credit terms and conditions for enterprises

Past three months Next three months

Loans to

. Loans to
micro, small large
and medium g¢
X enterprises
enterprises
A) Interest rate margin* -53.54 -53.54 -53.54 -28.80
B) Commissions and fees* -4773 -4773 -4773 -14.14
C) Maximum amount of loans ) . ) )
and/or credit lines** >03 >03 >03 1057
D) Collateral requirements* -0.30 -0.30 -0.30 -0.30
E) Maturity** -3.55 -3.55 -3.55 -3.55
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Loans to
micro, small
and medium
enterprises

-28.80
-14.14

-10.57

-0.30
-3.55

Loans to
large
enterprises

-28.80
-14.14

-10.57

-0.30
-3.55



4, Share of the rejected loan applications

Past three months
Loans to micro, Loans to large
Total small and medium arg
. enterprises
enterprises
-1797

Share of rejected applications

-5.03 -1797

5. Demand for loans to enterprises

A) Demand for total loans and/or credit lines 18.21 12.66
Long-term (over 1 year) 18.21 12.66
Short-term (up to 1 year) 18.21 12.66

B) Demand of micro, small and medium-sized enterprises 19.68 14.14

C) Demand of large enterprises 14.95 941

6. Factors contributing to the demand of enterprises for loans

A) FINANCIAL NEEDS OF ENTERPRISES 23.86 18.32
- For capital investments 18.21 12.66
- For working capital 2534 19.79
- For debt restructuring 503 503
- For mergers/acquisitions 5.03 5.03
B) USE OF ALTERNATIVE SOURCES OF FINANCING 5.03 5.03
- Internal sources of financing 5.03 503
- Loans from other banks 3.55 3.55
- Loans from non-banks 5.03 5.03

7. Credit standards for households

Total loans -9.75 -9.75
- Housing loans -9.75 -9.75

- Consumer and other loans -37.81 -37.81
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8. Factors contributing to the change in credit standards for households

Past three months Next three months

Housin Consumer Housin Consumer
Ioansg and Ioansg and
other loans other loans
A) Costs of sources of funds -5.03 -5.03 -5.03 -5.03 -5.03 -5.03
B) Competition from other banks -32.15 -4.10 -32.15 -37.81 -9.75 -37.81
C) Risk perception -10.57 -10.57 -10.57 -5.03 -5.03 -5.03
- General economic situation and 4530 | 41530 1530 975 975 975
outlook
- Bad debt -5.03 -5.03 -5.03 -5.03 -5.03 -5.03
-Riskrelated to collateral 503 | -503 503 | 503 | 503 503
requirements
D) Risk tolerance -3.55 -3.55 -3.55 -3.55 -3.55 -3.55

9. Credit terms and conditions for households

Past three months Next three months

Housing Consumer Housing Consumer
loans A loans it

other loans other loans
A) Interest rate margin* -4160 | 2352 -41.60 -5394 | -25.89 -53.94
B) Collateral requirements* -5.03 -5.03 -5.03 -5.03 -5.03 -5.03
C) Share and deposits* -5.03 -5.03 -5.03 -9.75 -5.03 -9.75
D) Mortgage value* -5.03 -5.03 -5.03 -9.75 -5.03 -9.75
E) Commissions and fees* -0.60 -15.30 -0.60 -9.75 -9.75 -9.75
F) Maturity and grace period* -5.66 -5.66 0.00 -4.73 0.00 -4.73

10. Share of the rejected loan applications

Past three months

Consumer and
other loans

-5.03

Housing loans

Share of rejected applications

11. Demand for loans to households

Total loans 23.80 793
- Housing loans 9.10 3.55
- Consumer and other loans 23.80 793
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12. Factors contributing to the demand for loans to households

A) FINANCIAL NEEDS OF HOUSEHOLDS 53.32 37.81
- For refinancing 5332 37.81
- For purchase of durable consumables (cars, furniture, etc.) 10.57 14.14
- For purchase of real estates 9.10 793

B) GENERAL ECONOMIC SITUATION 53.32 33.08
- Wages and salaries 25.27 941
- Employment 3862 3746
- Real estate market situation 3.55 793

C) USE OF ALTERNATIVE SOURCES OF FINANCING 5.03 5.03
- Household savings 503 503
- Loans to households from other banks 3.55 3.55
- Loan from non-banks 0.00 0.00
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