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Overview of the results

This report presents the main results of the 28th round of the Survey on the
Access to Finance of Enterprises (SAFE) in the euro area, which was
conducted between 6 March and 14 April 2023. The survey covered the period
from October 2022 to March 2023. The sample comprised 10,983 enterprises in the
euro area, of which 10,085 (92%) had fewer than 250 employees.!

According to the survey results, euro area firms reported a continued increase
in turnover and expectations of a further recovery. A net?> 33% reported
increased turnover (see Chart 3 in Section 2), with the rebound still stronger for
large firms than for small and medium-sized enterprises (SMEs).

However, firms saw a further deterioration in profits, with a record number
reporting rising labour costs, although the net percentage of firms reporting
an increase in other costs fell slightly (see Chart 3 in Section 2). In this survey
round, 16% of SMEs reported a deterioration in profits in net terms, while large firms
signalled no change in profits. The deterioration in profitability reflects a rise in the
cost of labour, with the net percentage of firms reporting an increase in labour costs
(77%) standing at a new historical peak in the survey. The net percentage of firms
indicating a rise in costs for materials and energy (89%) remained high, although it
was slightly below the figure reported in the previous survey round. This reflected an
easing in supply bottlenecks, together with falling energy prices.

Increasing interest expenses represent a further drag on profitability, with the
net percentage of firms reporting higher interest expenses reaching a historical peak
in the survey (44%). Large firms (53%) were more widely affected by the increase in
interest expenses than SMEs (39%).

Altogether, the share of financially vulnerable firms remained broadly
unchanged (see Chart 5 in Section 2). The financial vulnerability indicator, a
comprehensive indicator of firms’ financial situation®, suggests that 5.8% of euro
area enterprises encountered major difficulties in running their businesses and
servicing their debts over the past six months.

According to new quantitative ad hoc questions on euro area firms’

expectations about their selling prices and wages, firms reported on average
that they expect their selling prices to increase by 6.1% and their employees’
wages to rise by 5.4% over the next 12 months (see Box 1 in Section 2).* This
survey round provides quantitative information about euro area firms’ expectations

1 See Annex 3 for details of methodological issues relating to the survey.

2 The net percentages indicated in this report are defined as the difference between the percentage of
enterprises reporting that something has increased and the percentage reporting that it has declined.

3 Vulnerable firms are defined as firms that simultaneously report lower turnover, decreasing profits,
higher interest expenses and a higher or unchanged debt-to-assets ratio.

4 Weighted averages calculated after trimming observations below the 1 percentile and above the 99t
percentile of the country distributions.
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regarding their selling prices and wages over the next 12 months.®> Firms’ replies
show considerable heterogeneity across sizes classes. SMEs expect their selling
prices to increase by 6.6% over the next year on average, while the corresponding
figure for large companies is 5.2%. Expected average wage increases are 5.7% and
4.9% for SMEs and large firms respectively. Labour and non-labour input costs,
demand conditions and inflation expectations were reported to be the most important
factors for firms’ price-setting behaviour.

Enterprises of all sizes reported that the lack of skilled labour and rising input
costs were the major concerns for their business activity, while access to
finance remained among the least-reported major concerns (see Chart 6 in
Section 2). Over the past six months, the availability of skilled labour, signalled by
68% of firms, and higher production costs, signalled by 64% of firms, were their
major concerns. A relatively low share of firms reported access to finance to be a
major concern for their business (26% of firms).

Firms’ replies on external financing needs and availability continued to reflect
the recent monetary policy tightening. In net terms, fewer euro area firms
reported increased demand for external financing across instruments (see
Table 1, columns 1-4 in this section and Chart 7 in Section 3.1). A net 4% of
companies reported higher demand for bank loans (down from 9% in the previous
survey round), while 13% reported higher demand for credit lines (down from 16%).
This development is consistent with the slowdown of bank lending to firms recorded
between the last quarter of 2022 and March 2023 and in line with the trend observed
in the bank lending survey (BLS). © It is also related to the lower percentage of firms
having used external finance for inventories as supply constraints eased. The
reduced increase in the demand for external financing was also reported for trade
credit, leasing and equity and, in general, was signalled more often by large firms
than by SMEs.

In addition, euro area firms reported that the availability of external financing
had deteriorated slightly (see Table 1, columns 5-8 in this section and Chart 9 in
Section 3.2). Specifically, firms reported (in net terms) a decline in the availability of
bank loans (-5%) and credit lines (-2%), approximately as in the previous round.

As a consequence of the interaction between financing needs and the
availability of external finance, the financing gap across all financial
instruments (bank loans, credit lines, trade credit, and equity and debt
securities issuance) increased slightly across firms (see Table 1, columns 9-10
in this section and Chart 10 in Section 3.2). The net percentage of firms reporting a
widening of the financing gap in external funds went down to 6% from 9%. This was
mainly because of a reduction in the net percentage of large firms reporting a
widening of the financing gap (to a net 6%, down from 11% in the previous round).

5 Firms’ expectations about their future selling prices reported here cannot be directly compared with
commonly used measures of consumer price inflation expectations. The firms’ responses reflect
producer prices rather than a consumption basket as in the case of the Harmonised Index of Consumer
Prices (HICP).

6 See the euro area bank lending survey.
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Table 1
Latest developments in SAFE country results for euro area firms

(net percentages of respondents)

Needs Availability
Bank loans Credit lines Bank loans Credit lines Financing gap Financing obstacles
(] (2 (3) 4) (5 (6) (7) (8) 9) (10) (1) (12)
2022 | 2022 | 2022 | 2022 | 2022 | 2022 | 2022 | 2022 2022 2022 2022 2022
H1 H2 H1 H2 H1 H2 H1 H2 H1 H2 H1 H2
Euro area 9 4 16 13 -7 -5 -3 -2 9 6 7 7
BE 21 16 20 16 -12 -1 -1 -6 1 12 6 7
DE 6 2 22 15 -10 -4 -3 0 10 5 5) 6
IE 2 2 10 6 -1 -3 5 -2 4 2 2 2
GR 16 1 18 26 {5 16 10 {15 5) 0 17 14
ES 5 2 16 " -8 -8 -8 -3 9 6 9 1"
FR 15 9 12 17 -12 -1 -7 -9 12 12 6 6
IT 8 9 10 7 -1 5 -1 3 6 2 6 6
NL -3 -10 1 9 -4 -15 -1 -7 0 4 5 6
AT 1 7 16 13 -1 -18 -5 -12 7 1 2 3
PT 10 -1 3! 10 -2 -1 0 -4 7 4 10 9
SK 16 13 17 22 -10 -7 -3 0 1 12 9 9
FI 9 -7 14 13 -12 -16 -1 -1 8 6 4 6

Notes: For the “financing gap”, see the notes to Firms’ increased needs for
external finance combined with lower availability resulted in a widening of the
financing gap (see Chart 10). In the euro area, the external financing gap — the
difference between the change in demand for and the change in the supply of
external financing — was reported to be 6% (down from 9% in the previous round).
Apart from the previous survey wave, this was the largest increase in the financing
gap since 2013. While the increase in the financing gap was similar across company
size, the financing gap widened most broadly (12%) for French companies and least
broadly (2%) among Italian firms (see also Chart 25 in Annex 1).

Chart 10; for “financing obstacles”, see the notes to Error! Reference source not found.. “2022 H1” refers to round 27 (April 2022-
September 2022) and “2022 H2" refers to round 28 (October 2022-March 2023).

The general economic outlook as a factor explaining the availability of external
financing was broadly perceived as deteriorating, but less than in the previous
survey round (see Chart 11 in Section 4). A net 35% of firms reported a
deterioration in the general economic outlook, down from the peak of 48% in the last
survey round. Similarly, the firm-specific outlook has also worsened, with a net 3% of
firms reporting a deterioration, down from a net 16% in the last survey round.

Firms’ perceptions on banks’ willingness to lend, which reflect banks’ risk
aversion, were broadly unchanged overall (see Chart 11 in Section 4). On
balance, 3% of firms reported an improvement in the willingness of banks to provide
credit, up from 0% in the previous survey round. While SMEs reported that banks’
willingness to lend was broadly unchanged (-1%), a net 9% of large firms signalled a
more benign attitude among banks.
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In this survey round, most enterprises reported increases in bank interest
rates and a considerable deterioration in other costs of financing, with net
percentages at the highest levels observed since the survey began in 2009
(see Chart 14 in Section 4). In particular, a net 87% of firms reported rises in bank
interest rates (up from 71%), reflecting the transmission of the monetary policy
tightening to the cost of borrowing for corporations. This is in line with the latest
available results of the BLS showing a widening of the margins applied to bank loans
for the fourth quarter of 2022 and the first quarter of 2023.

Changes in financing conditions and the attitude of lenders normally have an
impact on investment in fixed assets (see Chart 1 in this section). From a
historical perspective, regression analysis shows that an increase in the level of
interest rates as recorded in the SAFE and a deterioration in banks’ willingness to
lend is associated with weaker fixed investment by firms. The impact of an increase
in interest rates is found to be negative and statistically significant for all firms, in
particular large ones, as well as for those in the industry and trade sectors. Banks’
willingness to lend, as measured by firms’ perceptions of the overall attitude of banks
towards providing them with credit, has a stronger negative impact on fixed
investment compared with the impact of interest rates.

Chart 1
Relationship between fixed investment and banks’ interest rates and willingness to
lend

(net percentages of respondents and percentage points)

e |_cve| of interest rates
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Notes: The left panel shows net percentages of changes in fixed investment, interest rates and willingness of banks to provide credit.
The right panel plots regression coefficients showing the impact of an increase in the level of interest rates and a deterioration in
banks’ willingness to lend on the increase in the purpose of using financing for fixed investment (investments in property, plant or
equipment). Regressions contain firm fixed effects, and depending on the sample used, country, time, firm size and industry fixed
effects. The whiskers represent 95% confidence intervals.

Few firms reported obstacles to obtaining a bank loan. Despite the tighter
financing conditions, the overall indicator’ of financing obstacles remained
unchanged at 7%, with net percentages of 5% for large firms and 9% for SMEs (see
Table 1, columns 11 and 12 in this section). In addition, even though the percentage

The financing obstacles indicator is the sum of the percentages of firms reporting the rejection of loan
applications, loan applications for which only a limited amount was granted, and loan applications
which resulted in an offer that was declined by the firms because the borrowing costs were too high, as
well as the percentage of firms that did not apply for a loan for fear of rejection.
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of firms applying for bank loans remained unchanged (29%), an increasing number
of firms were successful in obtaining the full amount requested, whether they were
SMEs (68%) or large companies (85%).

An overall indicator of financing conditions showed the highest deterioration
since the start of the survey (see Chart 2 in this section). A comprehensive
indicator capturing changes in bank interest rates and other costs of bank financing
(charges, fees and commissions) shows that the recent deterioration (denoted by
positive indicator values) is reported by a net 47% of firms.® This recent deterioration
in financing conditions is more pronounced in Spain and Italy than in other countries
but is similar across firm size classes.

Chart 2
Change in overall financing conditions as perceived by euro area firms in selected
countries

(over the preceding six months; net percentage of respondents)

Interquartile range all firms EA DE FR IT ES
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Base: All enterprises in all survey rounds.

Notes: Indicator obtained by factor analysis. Positive values indicate a deterioration in firms’ financing conditions. The individual scores
are weighted by size class, economic activity and country to reflect the economic structure of the underlying population of firms. The
individual scores are standardised, so they have a range of between -1 and 1 and are multiplied by 100 to obtain weighted balances in
percentages. The first vertical grey line denotes the announcement of the Outright Monetary Transactions; the second vertical grey line
denotes the start of the first series of targeted longer-term refinancing operations (TLTRO |) and the negative interest rate policy; the
third vertical grey line denotes the start of TLTRO Il and the corporate sector purchase programme; the fourth denotes the start of the
pandemic emergency purchase programme and TLTRO llI; the last vertical grey vertical line denotes the raising of the three key ECB
interest rates by 50 basis points and the approval of the Transmission Protection Instrument (TPI) in July 2022. Latest observation:
October 2022 to March 2023.

Looking ahead, firms expect a decline in the availability of bank loans and
credit lines (see Chart 15 and Chart 16 in Section 5). Regarding external financing,
firms are particularly pessimistic about access to bank loans and credit lines, with a
net 17% and 12% of firms respectively expecting a deterioration over the next six
months. In line with a higher net percentage of firms expecting an increase in

The indicator is one of the “principal components” derived from a factor analysis using firm-level survey
replies since 2009. The variables included in the analysis cover changes in (i) price terms and
conditions, (ii) non-price terms and conditions, (iii) the financial position of firms, and (iv) firms’
perceptions of changes in the willingness of banks to provide credit. This principal component is
interpreted as relating to price terms and conditions. The aggregate indicator is the average of firm-
level scores, weighted by size, economic activity and country. The analysis detects two other principal
components, namely (i) the financial position of firms and (ii) non-price terms and conditions. For a
detailed description of the indicator, see the box entitled “Financing conditions through the lens of euro
area companies”, Economic Bulletin, Issue 8, ECB, 2021.

Survey on the Access to Finance of Enterprises in the euro area — October 2022 — March
2023 — Overview of the results


https://www.ecb.europa.eu/pub/pdf/ecbu/eb202108.en.pdf
https://www.ecb.europa.eu/pub/pdf/ecbu/eb202108.en.pdf

turnover over the next six months, firms expect an improvement in the availability of
internal funds.
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2.1

The economic situation of euro area
firms

Business activity continues to improve, with higher costs
weighing on profitability

Euro area enterprises reported an increase in turnover over the last six
months (see Chart 3). The net percentage of euro area firms that reported an
increase in turnover over the last six months rose to 33% (up from 29% in the
previous wave). Across firm sizes, the rebound continues to be stronger for large
firms (54%) than for SMEs (21%).

Chart 3
Changes in the income situation of euro area enterprises

(net percentages of respondents)
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Base: All enterprises. The figures refer to rounds 3-28 of the survey (March 2010-September 2010 to October 2022-March 2023) for all
firms and to rounds 21-28 (April 2019-September 2019 to October 2022-March 2023) for SMEs and large firms.

Notes: Net percentages are the difference between the percentage of enterprises reporting an increase for a given factor and the
percentage reporting a decrease. The data included in the chart refer to Question 2 of the survey.

Despite the positive developments in turnover, euro area firms continued to
report a deterioration in their profits, although to a lesser extent than in the
previous survey round. The net percentage of euro area corporations that
signalled a decline in their profits was slightly below the net percentage reported in
the previous survey round (-10% compared with -16% in the previous wave). For
SMEs, the respective percentages were -16% and -19%, whereas large firms
signalled no changes in profits in this round (0% following -9% in the previous survey
round). Firms in industry, construction and trade reported a decline in profits more
often than firms in services.

The deterioration in profitability continues to reflect a significant rise in labour
and other costs related to materials and energy, with the net percentage of
firms reporting an increase in labour costs standing at a new historical peak in
the survey. A net 77% of firms reported higher labour costs (up from 71%). The net
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percentage of firms indicating rising costs for materials and energy, while remaining
high, stood slightly below the values reported in the previous survey round (89%,
after 93%), reflecting an easing in supply bottlenecks and falling energy prices.

Increasing interest expenses represent a further drag on profitability. The net
percentage of firms reporting rising interest expenses was the highest since the
beginning of the survey. A net 44% of firms reported higher interest expenses (up
from 30%), with large firms (53%) more widely signalling that they were affected by
the increase in interest expenses than SMEs (39%).

Across countries, trends in firms’ business activity followed similar patterns in
the past six months (see Chart 18 in Annex 1). The net shares of firms reporting an
expansion in turnover and a decline in profits respectively were fairly similar across
the largest euro area countries. Changes in labour costs were similar across the
large countries, except in the case of Italy, where increases were less frequently
reported (net 55% compared with 77% for all euro area firms). As in recent waves,
increases in interest expenses were reported more frequently by Spanish and Italian
firms (53% and 50% respectively) than by French and German firms (42% and 38%
respectively).

Chart 4
Changes in the debt situation and real decisions of euro area enterprises

(net percentages of respondents)
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Base: All enterprises. The figures refer to rounds 11-28 of the survey (March 2014-September 2014 to October 2022-March 2023) for
all firms and to rounds 21-28 (April 2019-September 2019 to October 2022-March 2023) for SMEs and large firms.
Notes: See the notes to Chart 3. The data included in the chart refer to Question 2 of the survey.

Euro area firms reported on balance that debt-to-assets ratios were broadly
unchanged in this survey round, although patterns diverged to some extent
across euro area countries (Chart 4 above and Chart 19 in Annex 1). In this
survey round, euro area firms indicated on balance that there had been a 1%
decrease in their indebtedness (compared with no change on net in the previous
round). However, German and Spanish firms continued to report slight decreases in
debt-to-assets ratios, while French and, in particular, Italian firms signalled increases
(although less so than in the previous round).
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Firms’ investment and employment growth has broadly held up, but with some
heterogeneity. A net percentage of euro area enterprises reported increases in fixed
investment (15%, up from 12%), inventories and working capital (17%, as in the
previous round) and number of employees (16%, up from 14%). The growth in fixed
investment, inventories and employment was more widely reported among large
firms than among SMEs.

Growth in inventories and working capital was widespread across countries. In
this survey round, German firms continued to report increases in inventories (25%)
more broadly than firms in the other large countries (ranging from 9% t015%). At the
same time, increases in fixed investment were signalled more often by Spanish and
Italian firms (19% and 20% respectively) than by German and French firms (10%
and 13% respectively).

The financial vulnerability of euro area enterprises remained broadly
unchanged for both SMEs and large firms (see Chart 5). The financial
vulnerability indicator, a comprehensive indicator of firms’ financial situation,
suggests that 5.8% of euro area enterprises encountered major difficulties in running
their businesses and servicing their debts over the past six months (compared with
5.5% in the previous round).® The increase in this survey round is more marked for
SMEs, with the percentage reaching 6.4% (up from 5.9%), well above the average
levels before the outbreak of COVID-19 pandemic. At the other end of the spectrum,
the percentage of financially strong firms (i.e. those that are more likely to be resilient
to adverse shocks) remained broadly unchanged at 4.4% overall (3.9% previously),
reflecting the better economic performance of large firms.

®  Vulnerable firms are defined as firms that simultaneously report lower turnover, decreasing profits,
higher interest expenses and a higher or unchanged debt-to-assets ratio, while “strong” firms are those
that simultaneously report higher turnover and profits, lower or no interest expenses and a lower or no
debt-to-assets ratio. See the box entitled “Distressed and profitable firms: two new indicators on the
financial position of enterprises”, Survey on the Access to Finance of Enterprises in the euro area,
October 2017 to March 2018, ECB, 2018.
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Chart 5
Vulnerable and strong enterprises in the euro area

(percentages of respondents)
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Base: All enterprises. The figures refer to rounds 3-28 of the survey (March 2010-September 2010 to October 2022-March 2023) for all
firms and to rounds 18-28 (October 2017-March 2018 to October 2022-March 2023) for SMEs and large firms.

Notes: For a definition of “vulnerable firms” and “strong firms”, see footnote 9. The data included in the chart refer to Question 2 of the
survey.

The financial vulnerability indicator increased for Spanish firms in particular
(see Chart 20 in Annex 1). The percentage of vulnerable companies remained
roughly constant in Germany (5%), Italy (5%) and France (4%), while it increased
markedly in Spain (9%, up from 7%). By contrast, the share of strong enterprises
increased slightly across the four largest economies in this survey round.

Box 1
Ad hoc questions — Firms’ expectations about selling prices and wages

The latest survey round provides quantitative information on euro area firms’ expectations about
their selling prices and wages over the next 12 months. The survey included two ad hoc questions
on firms’ subjective expectations about the change in (i) their selling prices and (ii) the wages of
their current employees over the next 12 months. Firms’ expectations about their future selling
prices reported here cannot be compared with commonly used measures of consumer price
inflation expectations, as the firms’ responses mainly reflect producer prices.

On average, euro area firms expect their selling prices to increase by 6.1% and their employees’
wages to rise by 5.4% over the next 12 months, with considerable heterogeneity across firms
(Chart A ).1° SMEs expect their selling prices to increase by 6.6% over the next year on average,
while the corresponding figure for large companies is 5.2%. In the case of expected average wage
increases, the numbers are 5.7% and 4.9% for SMEs and large firms respectively. Dispersion is
also higher among SMEs: 50% of SMEs expect wage increases of between 3% and 8% over the
next 12 months, while the respective percentages for large firms are 3% and 6%. Compared with
March 2022, fewer companies expect increases in their selling prices in the next 12 months (68% of
all firms compared with 76% in 2022).

10 Weighted averages are calculated after trimming observations below the 1st percentile and

above the 99th percentile of the country distributions. The median expectation about price and
wage changes is equal to exactly 5% across size classes.
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Chart A
Average expected price and wage changes

(percentages)
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Base: All enterprises. The figures refer to round 28 of the survey (October 2022-March 2023).
Notes: Average expectations about selling prices and wages of current employees for the next 12 months as reported by euro area firms, along with
interquartile ranges, using survey weights. The statistics are computed after trimming the data at the country-specific 1st and 99th percentiles.

In the current environment, labour and non-labour input costs, demand conditions and inflation
expectations are reported as the most important factors for firms’ price-setting behaviour over the
next 12 months (Chart B ). As many as 95% of firms reported expected labour costs to be a
(moderately or very) important driver of selling prices over the next 12 months. Turning to raw
material and other expected input costs, and to demand conditions, around 90% of firms reported
both factors to be important. In addition, 92% of firms reported that expected inflation dynamics are
an important factor for their price setting. This percentage is slightly higher than in the survey round
one year ago when the same ad hoc question was last asked.
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ChartB
Factors reported to influence selling prices

(percentages of respondents)
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Base: All enterprises. The figures refer to survey rounds 22 (October 2019-March 2020), 26 (October 2021-March 2022) and 28 (October 2022-March 2023).
Notes: Importance of factors for selling prices over the next 12 months as reported by euro area firms. The most recent survey was conducted between 6
March and 14 April 2023. The chart also shows the responses from previous survey rounds to the same question.

Regression analysis suggests that demand, input costs and inflation expectations are positively
related to firms’ expected selling prices over the next 12 months (Chart C ). Accounting for firm
size, sector and country fixed effects, and based on bivariate regressions, expected price changes
are 1.5-2.5 percentage points higher for firms which report that non-labour input costs, labour costs,
demand conditions or inflation expectations are important for their price setting compared with firms
that do not consider these drivers important. In addition, expected price changes are 0.6
percentage points higher for firms reporting financing costs to be an important factor for price
setting. These findings are simil