Small Business Lending in Massachusetts — 2015 Edition

Utilized similar format as recent reports:

* Data sources - CRA data, Call Report data, SBA data

* Statewide review as well as a focus on traditionally underserved areas

* Comparisons of different types of lenders — local community banks, large commercial banks,
credit card lenders, out-of-state lenders, and credit unions

* Geographic comparisons by county and town

Also includes newer areas of focus that were introduced in previous year’s report:

* Data on minority-owned businesses, immigrant/foreign-born business owners, and women-owned
and veteran-owned businesses — based on Survey of Businesses data and SBA data

* Lending in communities with large immigrant/foreign-born populations

* State rankings based on CRA data and Call Report data

* Small business lending in Massachusetts Gateway Cities and Economic Target Areas which represent
priority economic development areas designated by the Commonwealth and local municipalities



Economic indicators

Massachusetts unemployment rate declined to 3.6% as of 9/2016 from a recent high of 8.7% in 2009
which is better than national average of 5.0%

Recent GDP data showed growth of 2.6% in the state which was in line with the national results

Loan delinquencies and charge-offs showed modest increases through Q2/2016 representing the first
increase in several years — but remain near historically low levels

Home values in Massachusetts continue to approach pre-crisis levels which adds to home equity levels
and provides an additional source of capital for many business owners

Big Unknown — effect of recent rate hikes by Federal Reserve on loan demand and economic expansion
Big Unknown — the nature of the new administration’s economic policies and their effect on trade,
employment, wages, and GDP growth



CRA Data

The annual CRA data, which primarily reflects the small business loan activity of the nation’s largest lenders,
shows that small business lending volume in Massachusetts increased modestly in 2015 in terms of both the
number and dollar amount of loans. The 2015 results represent the fifth consecutive annual increase in loan
dollars although overall loan volume remains well below the levels achieved prior to the recent financial crisis.
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Call Report Data
The most recent quarterly Call Report data, which includes local community banks that are not included in the

annual CRA database, showed a small decline in the number of small business loans over the past year but a
modest increase in the dollar volume of loans. Call Report balances of small business loans at Massachusetts
banks remain at historic levels.
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Loan Growth — Based on CRA Data

The most recent CRA data shows that small business loan originations in Massachusetts increased by 5.8% and 8.9% in
2015 in terms of the number and dollar amount of loans due in large part to increases in at locally-based lenders and
out-of-state lenders. The Massachusetts results in 2015 were roughly in line with the results for the country as a whole.
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Loan Growth — Based on Call Report Data

A review of the quarterly Call Report data through June 30, 2015 shows that Massachusetts banks and thrifts
experienced a small increase in the dollar amount of small business loans on the books of Massachusetts banks over the
past year but a small decline in the dollar amount of loans. Small business loans on the books of local community banks
increased by 0.3% in terms of the dollar amount of small business loans during the twelve months ended June 30, 2016
but declined by 2.3% in terms of the number of loans.
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SBA Data
According to the US Small Business Administration (SBA), loans guaranteed by the SBA also expanded strongly

for the third straight year in Massachusetts during the fiscal year ended September 30, 2016 raising the
agency’s lending volume to record levels.
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State Rankings — Based on CRA Data
When compared to other states, the national CRA data shows that Massachusetts experienced larger overall

percentage increases in the number and dollar amount of loans than most states in 2015. Massachusetts, which has
the 14t |argest state population in the country, ranked 11 in terms of the largest percentage change in small
business loan dollars from 2014 to 2015 and 24t in terms of the percentage change in the number of loans. The
national CRA data also shows that 43 states experienced increases in the number of CRA-reported loans from 2014 to
2015 while 41 states experienced increases in the dollar amount of loans.
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State Rankings — Based on Call Report Data

A review of the national Call Report data also shows that Massachusetts experienced smaller percentage changes in
the number and dollar amount of loans than most states during the twelve months ended June 30, 2016.
Massachusetts ranked 33 in terms of the percentage change in loan dollars during the twelve months end June 30,
2016 and 40t in terms of the change in the number of loans. The national Call Report data also shows that 33 states
experienced increases in the number of small business loans from June 2015 to June 2016 while 34 states
experienced increases in the dollar amount of loans.
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Local Lenders
Local lenders originated a total of 36,155 small business loans for $3.4 billion in 2015 which represented

28.7% of the total number of small business loans in Massachusetts and 69.8% of small business loan dollars.
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A closer examination of the data of local CRA reporters shows that community banks in Massachusetts lost
market share in 2015 to large commercial banks that operate in the state in terms of small business lending,
which represents a departure from the trend over the past few years. In 2015, local community banks
accounted for 48.6% of small business loan dollars in Massachusetts compared to 47.7% in the previous year,

while the large commercial banks with branches in the state accounted for 31.6% of the total compared to
26.8% in the previous year.
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Credit Card Lenders

Credit card lenders reported an estimated 76,641 small business credit card loans in Massachusetts in 2015
for $674.0 million, which represents a decline compared to the previous year and still well below the levels
generated in the years leading up to the recent financial crisis. The decline was influenced to a large extent by
an the acquisition of credit card accounts by one of the large commercial banks that operates in
Massachusetts. The transaction involved several thousand credit card accounts and accounted for most, and
perhaps all, of the decline in credit card lending totals. Small business credit card loans accounted for 60.9%
of the total number of CRA-reported small business loans in the state in 2015 and 13.7% of loan dollars.
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Other Out-of-State Lenders

Other out-of-state CRA lenders reported 13,051 CRA-reported small business loans in Massachusetts in 2015
for $805.7 million, which represents a large increase compared to the previous year and which substantially
exceeds the levels reached before the recent financial crisis. Small business loans by other out-of-state CRA
lenders accounted for 10.4% of the total number of CRA-reported small business loans in the state in 2015
and 16.4% of loan dollars.
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Loan Growth By County

Twelve of the 14 counties in Massachusetts experienced increases in CRA-reported small business lending
volume in 2015. The largest percentage increases in small business loan dollars were in Dukes, Franklin,
Nantucket Counties while the largest dollar increases were in Bristol, Norfolk, and Plymouth Counties. Essex
and Hampshire Counties were the only counties that experienced declines in small business loan dollars in
2015
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Demographics by Income Level
Based on the 2014 income level classifications, there are 164 low income census tracts and 281 moderate
income census tracts in Massachusetts which account for 9.2% and 18.0% of the total population of the state.

Census Tract Number of Total % of Minority

Income Level Census Tracts Population Total Population %
Low 164 603,091 9.2% 65.7%
Moderate 281 1,177,106 18.0% 41.3%
Middle 598 2,777,796 42.4% 15.7%
Upper 411 1,979,535 30.2% 12.1%
NA 18 10,101 0.2% 35.6%
Totals 1,472 6,547,629 100.0% 23.9%

Low & Moderate
Combined 445 1,780,197 27.2% 49.6%

Demographics by Minority Population

Minorities account for approximately 23.9% of the total population of the state with Blacks, Hispanics, and
Asians representing the largest minority groups. There are 102 high-minority census tracts across the state
where the minority population is more than 75% of the total population of the tract and an additional 412
mixed-race census tracts where the minority population is between 25% and 75% of the total population

Number of

Census Total % of

Tracts Population Total
High Minority & Low-Moderate 96 352,067 5.4%
High Minority & Middle-Upper 4 18,336 0.3%
Mixed-Race & Low-Moderate 261 1,092,045 16.7%
Mixed-Race & Middle-Upper 139 631,351 9.6%
White & Low-Moderate 88 336,085 5.1%
White & Middle-Upper 866 4,107,644 62.7%
Not Available 18 10,101 0.2%
Totals 1,472 6,547,629 100.0%

Demographics by Immigrant Population

In Massachusetts foreign-born residents account for 15.0% of the total population of the state and represent more
than 40% of the local population in 58 census tracts covering 13 cities and towns in the greater Boston area, while
many more communities in the state have immigrant populations of between 20% and 40% of the total.

Number
Immigrant Population Census Immigrant % of Local
as % of Local Population of Tracts Population Population
Less Than 10% 638 161,710 5.5%
10% to 20% 403 257,368 14.3%
20% to 40% 373 452,570 27.8%
More Than 40% 58 120,060 47.3%

Totals 1,472 991,708 15.0%



Survey of Businesses
A review of the Census Bureau’s 2012 Survey of Businesses shows that there are 90,515 minority-owned

businesses in Massachusetts, including 34,230 Asian-owned businesses, 23,188 Black-owned businesses, and
30,158 Hispanic-owned businesses. The data also shows that there are 200,326 women-owned businesses,
58,970 veteran-owned businesses, and 50,778 immigrant-owned businesses in Massachusetts. Minority-
owned businesses account for 15.1% of all private businesses in Massachusetts while women-owned
businesses account for 33.4% of businesses while veteran-owned businesses account for 9.8% of the total and
immigrant-owned businesses account for 8.5%.
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Survey of Businesses - Continued

According to the survey results, minority-owned businesses increased by 39.3% in Massachusetts from 2007
to 2012, with most of the growth involving Hispanic-owned businesses and Asian-owned businesses, while the
number of white-owned businesses declined slightly. The Massachusetts results were generally similar the
national results although black-owned and Hispanic-owned businesses account for a smaller percentage of
total privately-held businesses in Massachusetts compared to the nation as a whole and the change in the
number of these businesses in Massachusetts from 2007 to 2012 also diverged from national averages
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Small Business Lending in Lower Income Areas

Businesses in low and moderate income census tracts in Massachusetts received a total of 24,816 small business loans
in 2015 for $984.5 million, which represents a modest increase in terms of both the number and dollar amount of
loans compared to the previous year. The lowest lending rates in Massachusetts, measured in the amount of loan
dollars per 100 firms, were recorded in moderate income communities in 2015 although the lending rates between
income groups fell within a relatively narrow range of values for the second straight year.

Number of Loans

60,000 - 56,851
50,000 -

41,807 .

o Lending Rate- Dollar Amount of Loans
40,000 - Per 100 Firms (000s)

$1,000 -
30,000 - $862
23,368 23352 24816 se27 $804 $838

20,662 21,353

Low Moderate Middle Upper

20,000 - 18,244 17,799 $750 -
10,000 -

$500 -

0 T T T T T T T T 1
2007 2008 2009 2010 2011 2012 2013 2014 2015
$250
Dollar Amount of Loans (000s)
$0

$1,250,000 | $1.205,657

$1,073,964
$964,283 $949,348 $984,459
$1,000,000 $896,030
777,902

$750,000 $740383 - g730184 ’
$500,000
$250,000

$0

2007 2008 2009 2010 2011 2012 2013 2014 2015




Small Business Lending in High Minority Areas

The overall dollar volume of loans in high minority and mixed-race neighborhoods in Massachusetts has

increased over each of the past four years and now surpasses the highs achieved prior to the recent financial
crisis. The lowest lending rates in Massachusetts were recorded in high minority communities in 2015 for the

second consecutive year and lower income minority neighborhoods in Massachusetts have experienced lower
lending rates than lower income white neighborhoods in eight of the past nine years.
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Small Business Lending in Communities with Large Immigrant Populations

The overall dollar volume of small business loans in communities in Massachusetts with the largest immigrant
populations has recovered from the lows reached in the aftermath of the recent financial crisis but remains
well below recent highs. Despite the decline in loan volume, the lending rate per 100 firms that are located in
neighborhoods with the large immigrant populations exceeded the lending rate in communities with the
lowest immigrant populations in 2015 marking the sixth year out of the past nine years when this has
occurred.
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Loan Growth in Lower Income Areas & High Minority Areas
Small business loan dollars increased at a slower pace in low and moderate income areas and high minority
areas in 2015 compared to middle and upper income areas and areas with lower minority populations.
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SBA Loans to Underserved Borrowers
Massachusetts SBA lending data shows that SBA loans to minority-owned business increased by 24.3% during

the twelve months ended September 30, 2016, while loans to white-owned businesses increased by 3.9% and
loans to women-owned businesses increased by 7.0%. Data on loans to immigrant-owned businesses was not

available.

Number of Number of

Type of Loans Loans Change in

Borrower FY 2016 % of Total FY 2015 % of Total Loan Volume
Minority-Owned 521 18.4% 419 16.2% 24.3%
Women-Owned 521 18.4% 487 18.8% 7.0%
Veteran-Owned 143 5.0% 93 3.5% 53.8%
White-Owned 2,074 73.1% 1,997 77.1% 3.9%
All Loans 2,836 100.0% 2,591 100.0% 9.5%

A comparison of the percent of Massachusetts SBA loans compared to the percentage of businesses shows that
SBA lenders in Massachusetts made slightly more loans to minority-owned businesses than one might expect
given the business demographics while making somewhat less loans than one might expect to women-owned
businesses and veteran-owned businesses. White-owned businesses in Massachusetts also received a smaller
share compared to their contribution to the total number of businesses in the state.

Massachusetts SBA Loans vs Percent of Businesses - FY 2016
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State Rankings in Underserved Communities — Based on CRA Data

When compared to other states, the national CRA data shows that Massachusetts experienced smaller percentage
increases in the number and dollar amount of loans in low and moderate income areas than many states in 2015.
Massachusetts, which has the 15t largest population in the country living in low and moderate income areas, ranked
26t in terms of the largest percentage increase in loan dollars from 2014 to 2015 and 26t in terms of the percentage
change in the number of loans. The national CRA data also shows that 49 states experienced increases in the number
of loans in lower income areas from 2014 to 2015 while 22 states experienced increases in the dollar amount of loans.

% Change in % Change in
Number of Number $ Amount of $ Amount Total
Loans Rank of Loans Rank Loans (000s Rank of Loans Rank Population Rank
i 6 19

229,842 1 13.1% $7,862,364 1 6.5% 12,384,098 1
109,372 2 9.0% 17 $4,747,800 2 7.9% 12 8,019,823 2
107,469 3 14.9% 5 $2,917,392 4 3.5% 29 6,340,139 3
[T 100,459 4 12.9% 7 $3,298,123 3 8.5% 9 5,086,985 4
[ 40,520 5 11.3% 11 $1,855,021 7 3.7% 27 3,627,745 5
[ 33043 11 3.7% 36 $1,926,260 5 3.1% 45 2,959,569 6
34,668 8 9.6% 16 $1,645,855 10 -4.4% 47 2,884,405 7
Georgia_ |NEPREED) 6 12.8% 8 $1,688,792 9 0.7% 39 2,712,857 8
Michigan _ [IETYIY) 12 7.4% 21 $1,901,475 6 5.7% 2 2,465,137 9
33,254 10 11.7% 10 $1,777,853 8 11.2% 4 2,303,925 10
NewJersey  |[EPNRT; 7 9.8% 14 $1,273,437 13 6.1% 20 2,146,594 11
Arizona EPTREL 15 10.7% 13 $1,090,768 15 6.7% 18 2,039,172 12
26,181 14 16.3% 4 $1,072,446 16 9.0% 7 1,883,928 13
[Maryland  [IEEPLRNE! 16 17.6% 2 $874,589 21 45% 23 1,846,621 14
Massachusetts __ [BENPYW:IE! 17 6.3% 26 $984,368 19 3.7% 26 1,780,197 15
Washington PRI 13 7.3% 2 $1,424,546 12 6.0% 21 1,639,658 16
e o 21 43% 34 $1,134,774 14 8.8% 8 1,630,328 17
18,683 18 5.2% 32 $1,057,731 17 1.3% 36 1,556,193 18
34,060 9 8.1% 18 $1,476,713 11 7.0% 17 1,513,575 19
Missouri_ [IEERACS 19 5.3% 31 $985,351 18 45% 24 1,387,168 20
14,580 25 12.2% 9 $790,443 24 7.5% 13 1,255,676 21
Louisiana ______ [EETRYY 23 2.9% 39 $863,569 22 3.6% 28 1,239,600 2
13,836 26 4.5% 33 $902,407 20 45% 25 1,189,681 23
Wisconsin_____ [EERRCEE 27 2.0% 49 $548,004 29 -15.4% 50 1,118,015 24
[Kentucky RIS 30 6.2% 27 $568,616 28 1.4% 35 1,059,901 25



The Role of Local Lenders in Underserved Communities

Local CRA lenders continued to account for the vast majority of small business loans dollars in low and moderate income
census tracts in Massachusetts in 2015. Local CRA lenders made a total of 7,485 loans for $713.7 million in 2015, while
credit card lenders made 14,517 loans for $120.1 million and other out-of-state lenders made 2,811 loans for $150.6
million. Local CRA lenders accounted for 72.5% of the small business loan dollars in lower income areas in the state in
2015.

Credit card lenders experienced declines in the number and dollar volume of loans in lower income areas in
Massachusetts in 2015 while local lenders and traditional out-of-state lenders recorded increases. Local lenders have
historically made a larger percentage of their loans in low and moderate income census tracts than other lenders
although the gap has narrowed.

$ Amount Small Business Loan Dollars in
Number % of of Loans % of Lower Income Areas in Millions
of Loans Total (000s) Total $150.6
Local Lenders 7,485 30.2% $713,714 72.5% Local Lenders
Credit Card Lenders 14,517 58.5% $120,074 12.2%
Other Lenders 2,811 11.3% $150,580 15.3% W Credit Card Lenders
Totals 24813 100.0%  $984,368  100.0% $120.1
Other Lenders
2015 $713.7
2015 Change in
Change in $ Amount
Number of Loans
of Loans % Change (000s) % Change
Local Lenders 2,397 47.1% $19,050 2.7% Percent of Total Loan Dollars to Businessesin %2015
Credit Card Lenders -1,203 77% -$3,078 2.5% Low & Moderate Income Census Tracts m2014
Other Lenders 267 10.5% $19,048 14.5% 30%
Totals 1,461 6.3% $35,020 3.7% 24.0% 25.2%
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Gateway Cities
The term Gateway City is a state designation that refers to municipalities with populations between 35,000 and

250,000, median family incomes below the state average, and rates of educational attainment at the college degree
level below the state averages. The goal of the Gateway Cities program is to promote economic development agenda
through long-term investments in education, innovation, and infrastructure, with special attention to the growth
potential of entrepreneurs and small businesses. State resources available for supporting revitalization of Gateway
Cities include expedited permitting, smart zoning initiatives, community development block grants, community
investment tax credits, district improvement financing, and other incentives.

2015 vs 2014
$ Amount 2015 vs 2014 % Change in

Number of Loans % Change in Number $ Amount Lending Rate
of Loans ($000s) of Loans of Loans Per 100 Firms
Attleboro 709 $42,882 20.8% 49.6% $1,554
Barnstable 1,291 $51,285 5.6% -1.2% $787
Brockton 1,249 $55,887 7.4% 2.7% $1,022
Chelsea 401 $19,815 11.4% 36.6% $1,117
Chicopee 656 $26,494 13.7% 25.1% $931
Everett 653 $18,742 10.9% -24.0% $736
Fall River 1,105 $50,270 20.2% 11.6% $910
Fitchburg 403 $21,185 -1.7% 1.1% $832
Haverhill 757 $23,191 3.4% -18.2% $571
Holyoke 418 $18,670 9.1% 25.8% $733
Lawrence 764 $35,570 8.5% -3.9% $919
Leominster 621 $27,078 -2.7% 13.5% $842
Lowell 1,118 $42,274 16.8% 55.3% $702
Lynn 838 $31,161 9.0% -22.4% $707
Malden 989 $32,948 9.3% 1.7% $959
Methuen 731 $27,275 12.6% 19.3% $859
New Bedford 1,240 $64,820 14.5% 16.6% $1,195
Peabody 1,063 $42,851 11.1% 12.3% $1,037
Pittsfield 724 $18,254 9.9% -10.0% $479
Quincy 1,799 $64,916 8.8% 24.9% $942
Revere 640 $14,206 14.3% 12.5% $547
Salem 915 $37,173 7.5% 4.5% $1,030
Springfield 1,597 $68,062 8.8% 11.1% $758
Taunton 779 $29,814 17.0% 16.1% $829
Westfield 716 $40,409 10.7% 14.1% $1,515
Worcester 2,255 $89,876 5.5% 31.5% $703
Gateway City Totals 24,431 $995,108 9.8% 11.4% $864

State Averages 10.7% 5.5% $785



Economic Target Areas & Regional Technology Centers

The terms Economic Target Area (ETA) and Regional Technology Centers (RTC) are state designations based on
income, unemployment and other economic characteristics of an area that enables a municipality to offer local tax
incentives and allows businesses contemplating expanding within an ETA or RTC the ability to apply for tax credits.

Number
of Loans

ETA Totals 76,578
RTC Totals 19,466
ETA & RTC Totals 96,044

State CRA Totals

$ Amount
of Loans
($000s)

$3,078,099

$784,409

3,862,508

2015 vs 2014
% Change in
Number
of Loans

6.9%

3.2%

6.1%

10.7%

2015 vs 2014
% Change in  Lending Rate

$ Amount Per 100

of Loans Firms
8.6% $845
4.9% $897
7.8% $856
5.5% $785



