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Frustrated PPP Applicants Could Become New
Customers

®»

Summary: Twenty percent of small businesses said they were likely to switch
financial institutions after going through the PPP process. This could be good for
community financial institutions.

We thought it interesting that the only animals found blushing are humans. Try making your pet blush and see
if we are right! In the meantime, we want to pivot to the Paycheck Protection Program (PPP) and how you may
get additional customers due to their frustration with the process.

PPP promised to be a lifeline to small businesses struggling in the pandemic-related economic crisis. But
indeed, many small businesses became so frustrated with how their financial institutions handled PPP loan
applications that they are now ready to switch to another financial institution. This is good news for community
financial institutions (CFls). Your capable handling of small business lending has put you in a prime position to
capture some of these small businesses looking to switch.

The number of small business bank accounts in play could be substantial. There are more than 30MM small
businesses in the country, so the number of those frustrated enough to switch institutions could be in the
millions, and the bank balances they control could reach well into the billions of dollars.

According to a recent Greenwich Associates survey, more than 20% of small businesses and 14% of middle-
market companies said they were likely to switch, because of frustration with their existing institutions over the
way PPP loans were handled. In fact, around 33% of small businesses rated the PPP application process as poor
or below average.

It is worth noting the difference in frustration level between small businesses and middle-market businesses
too: the smaller the business, the greater the frustration level. That sentiment tracks with businesses
that felt that big banks were being more loyal and responsive to their bigger and more important customers.
But, we have heard that in many of those cases, CFls were able to help out. As one CFl lender noted who
handled a new small business owner's PPP application, "We had people coming to us because they just weren't
told anything, and that lack of any guidance from their own bank creates that sense of concern."

CFIs have enjoyed a good reputation with small businesses, including being responsive. So, it doesn't surprise
us that the SBA reports 5,338 financial institutions under $10B in assets accounted for 44% of the net PPP loan
amount and supplied over 2.5MM loans to small businesses, as of June 30th.

CFls may find themselves in a strong position to capture additional new small business customers who were
unhappy with how their banks handled PPP applications. Business borrowers voiced several areas of concern in
the survey. Loan applicants complained about confusing application processes, poor communication about the
loans, and a lack of responsiveness and customer service.

Still, businesses considering a switch will no doubt be very discerning, not wanting to move to a new financial
institution only to have a repeat bad experience. Thus, CFls that can demonstrate their PPP lending skills and
provide responsive customer service could be well rewarded.
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LOAN GROWTH AND FLOATING RATE ASSETS

Your institution can purchase fully-funded, senior secured floating-rate loans to diversify your portfolio. Contact
us today for more information.
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