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Study Purposes

¥ Assess the current small employer of
credit.

¥ Assess small employer demand for credit,
filled and unfilled.

¥ |ldentify particular credit-related problems.

¥ ldentify major credit changes occurring In
20009.

¥ Examine the role of real estate in financing
small businesses.
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CONDUCT OF SURVEY/STUDY

¥ National survey of small employers (defined
as 1 to 250 employees; owner(s) excluded)

¥ Stratified random sample; N = 751

¥ Conducted between mid-November and mid-
December

¥ Survey instrument prepared in-house

¥ Telephone survey conducted for the NFIB
Research Foundation by The Gallup Org.

¥ Sampling frame b D&B files

NFIB Research Foundation
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The Voice of Small Business.

DOWN AND STAYING THERE

Loan Availability Compared to Three Months Ago
January 1986 to December 2009
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WHERE WE HAVE BEEN

Loan Avallability Compared to Three Months Ago*
January 1974 to October 2009
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HELPFUL!

INTEREST RATES
Relative Rates and Actual Rates Last Three Months
January 1986 to December 2009
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The Voice of Small Business’

THE PROBLEM IS POOR SALES

(Most Important Immediate Problem)

Else Credit Access
9% 8%

Uncertainty
21%

Credit Term
3%

R.E. Values Poor Sales
8% 51%
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DECLINE IN CREDIT FROM WHEN?

Percent Holding Line, Loans and Cards Over Time
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The Voice of Small Business’

CREDIT LINES ARE AN ISSUE
Decline in Credit Lines from 2008 to 2009
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TRADE CREDIT

Use Trade Credit Delinquency - '09 vs. '08
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The Voice of Small Business’

CREDIT ATTEMPT SUMMARY

Attempting to
Borrow and Not

Success Obtaining Credit Total Population

Outcome of Attempt(s)
Obtained all credit wanted 40% 22%
Obtained most credit wanted 10 6
Obtained some credit wanted 21 12
Obtained none of the credit wanted 23 13
DK/Refused 5 3
Total 100% 55%
No Attempts
DidnOt want to borrow 88% 39
DidnOt think could borrow, i.e.,
Discouraged Borrower 11
DK/Refused 1 *
Total 100% 45%
Total 100%

NFIE Research Foundation
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CREDIT NEEDS SATISFIED

50%- 48% ==z 45Y,
40%
319% 02009 W 2006
30% 17
22%
20%7|
10% 17 |
0% -
All Most Some None Non-Borr.
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The Voice of Small Business’

CREDIT ACCESS COMPARED TO:.
(Difficulty, 3 Yrs b Tightening, 3 Mos)
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The Voice of Small Business’

CREDIT TYPES EVALUATED

¥ Vendor/ Supplier Credit (not trade credit)

¥ New Lines of Credit

¥ Renewal of Credit Lines

¥ Loans from Financial Institutions

¥ Credit Cards

NFIE Research Foundation
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Summary

¥ New lines are the most difficult form of credit
to get (33% percent successful).

¥ A credit card Is the easiest form of credit to
get (74% percent successful).

¥ About 20 percent of each credit type accept
with complaints over terms/conditions or
reject over terms/conditions.

¥ The problem classifying rejected loans.

NFIB Research Foundation
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The Voice of Small Business’

SUCCESS OBTAINING CREDIT: |

Vendor Loan Business Loan
Credit Attempts And Outcomes Total Attempting Total Attempting
1. Attempted to get a 19% 18%
A. Got the with acceptable terms/
conditions (12) 62% (7) 38%
B. Got the , but with unsatisfactory
terms/conditions (1) 8 (1) 7
C. Turned down because
terms/conditions unsatisfactory (2) 10 (1) 5
D. Were NOT able to get the (4) 20 (8) 47
E. DK/Refuse (--) - (1) 4
Total 100% 100%
N 127 118
2. Did NOT attempt to get a 81% 829
3. DK/Refuse - .
Total 100% 100%
N 635 635

NFIE Research Foundation
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The Voice of Small Business’

SUCCESS OBTAINING CREDIT: I

New Credit Line Line Renewal Total

Credit Attempts And Outcomes Total Attempting Attempting
1. Attempted to get a conditions 20% 21%
A. Got the with acceptable terms/
conditions
5 269 11 53¢
B. Got the , but with () /o (h o
unsatisfactory terms/conditions
2 8 3 15
C. Turned down because @) ()
terms/conditions unsatisfactory 2) 10 (1) 6
D. Were NOT able to get the (11) 59 (5) 29
;‘“al 100% 100%
, 143 175
2. Did NOT attempt to get a 79 78
3. DK/Refuse 1 1
Eotal 100% 100%
635 635

NFIE Research Foundation
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The Voice of Small Business’

SUCCESS OBTAINING CREDIT: 1l

Credit Cards
Credit Attempts And Outcomes Total Attempting
1. Attempted to get a conditions 19%
A. Got the with acceptable terms/
conditions (12) 590/
B. Got the , but with
unsatisfactory terms/conditions (3) 15
C. Turned down because
terms/conditions unsatisfactory (1) 6
D. Were NOT able to get the (4) 21
E. DK/Refuse (--) -
Total 100%
N 113
2. Did NOT attempt to get a 31
3. DK/Refuse
Total 1;)'0%
N 635

NFIE Research Foundation



SMALL BUSINESS IMPACT STUDIES NFIB

The Voice of Small Business’

MOST RECENT ATTEMPT TO
OBTAIN CREDIT AND SUCCESS

@ Accepted
l Took $

M Refused

H Rejected
0 DK/Ref

Percent

Vendor New Line Loan Credit
Loan Line Renewal Card
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The Voice of Small Business.

PLANNED USE OF DENIED CREDIT

Cash Flow '

Real Estate '

Replacement ‘

New Invest. '
Debt Repay.b '
Reserve '

InventoryL ‘
OI% 16% 26% 36% 46% 56% 66% 76% 86%
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CHANGED TERMS/CONDITIONS
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Changes Made by Lender

Lines

Raise Interest rate 42%

Personal guarantee

required 18%
Increased collateral 13%
Lower interest rate 10%

Cut line size 8%
Cancelled 2%

Credit Cards

Raised interest rate 52%

Lowered limit 18%
Cancelled card 11%
Raised monthly

payment 6%

NFIB Research Foundation

The Voice of Small Business.
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CHANGES OFTEN
INCONSEQUENTIAL, BUTE

¥ Lines P Very harmful 13%, Harmful 19%, More
Irritating than harmful 43%, No impact 15%,
Helpful 10%

¥ Cards P Very harmful 20%, Harmful 22%, More

Irritating than harmful 47%, No impact 10%,
Helpful 1%

¥ Loans P N too small, but appear the most
negative

NFIB Research Foundation
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Real Estate Examined

¥ Residential (primary home) b 93% own

¥ Business Premises B 50% own

¥ Investment B 39% own

NFIE Research Foundation
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MORE ON REAL ESTATE

¥ 55% own two of the three types of real
estate.

¥ 18% own all three.

¥ Undercounts because 24 percent of home-
based businesses cannot own their
business premises.

¥ 66% who own investment property have at
least two Investments.

NFIB Research Foundation
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The Voice of Small Business.

Owner Possession of Real Estate
(frequency of having at least one)

Attribute Total Owned Mortg.
Own (at least one) 95%
1st Mortgage /1 5%
2nd Mortgage 20 21 28%
Mortgaged for Business

Purposes 21 22 29
Used as Collateral 11 12 16
Upside-Down 13 14 19

N 635 609 472

NFIB Research Foundation
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CHANGES FROM 2008

¥ Virtually none b real estate ownership and
use In financing the business changed
little B stuck with undervalued property?

¥ Exception

P More investment and business premises

properties mortgaged for business purpose in
2009 than 2008

P Not true of residential property

NFIB Research Foundation
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CONCLUSIONS

¥ Poor sales remains the overriding problem.

¥ Credit Is much more difficult to get today
than 5 to 10 years ago.

¥ Access to lines Is the principal problem.

¥ Unilateral lender changes generally have
negative conseguences.

¥ Wide small employer real estate ownership
IS extending the recession.

NFIB Research Foundation



