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Banks Are Raising Lending Standards as Into Past Recessions

If our economy is going to have a wonderful soft landing, it’s news to the
banks. They are doing what they always do toward the end of an expansion.
They have started tightening the lending standards, whichmeans fewer
loans, and those fewer loans only add to the challenges of an economy that is
already slowing.

This chart tells the story. From 1999 into 2000, up to 60% of banks raised
(tightened) their lending standards. Right as the stockmarket was peaking
and starting to fall in late 2007, the banks started tightening rapidly again,
affecting up to 82% of banks. A greater recession followed. In 2020, banks
reacted after the sudden COVID shock and raised standards 72% that time.



Since late 2021, 50.8% of banks have reported tightening standards (so far),
and the recession hasn’t even started yet… In fact, a recession likely still is a
fewmonths or more away. I’m betting, of course, that this final downturn will
be greater andmore like a short depression. So, it’s likely evenmore than
82% of banks will raise their lending standards this time…

Thewarning signs keep building, but the calls for a soft landing continue as
well. The truth is that even a soft landing at first will slow the economy
enough to start triggering debt defaults and falling home and stock prices.
There has never been amajor bubble burst that wasn’t followed by a
depression.

It’s not going to beweak consumer spending that primarily drives this
downturn and next crash. It will be the bursting of the final and largest
bubble, stupid!

Hence, I see no chance for a soft landing.



Harry

Got a question or comment? You can contact us at info@hsdent.com.
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