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About the report

The Experian/Moody’s Analytics Main Street Report brings deep insight into the overall financial well-being
of the small-business landscape, as well as providing commentary around what certain trends mean

for credit grantors and the small-business community. Key factors in the Main Street Report include a
combination of business credit data (e.g., credit balances, delinquency rates, utilization rates, etc.) and
macroeconomic information (e.g., employment rates, income, retail sales, industrial production, etc.).

Executive summary

Small businesses have turned to borrowing to survive periods of prolonged slumping sales, in many

cases from government programs offering loan forgiveness. This increased borrowing has masked rising
delinquent balances, but such a solution is a short-term fix. Small businesses will need to find ways

to generate revenue to keep their credit current. Defaults are expected to rise in coming quarters as
forbearance programs expire and as customers are likely to change their priorities in the wake of COVID-19.

Bucket Q119 Q120 Q220
Moderately Delinquent 31-90 1.64% 1.61% 1.66%
Severely Delinquent 91+ 3.24% 2.68% 2.33%

Bankruptcy BKC 0.16% 0.16% 0.16%

Small-business credit outlook remains negative in a poor sales environment

Uncertainty and Sales

The 31-90 days past due (DPD) delinquency rate on small business credit rose to 1.66 percent in the second quarter. This marked
the fourth consecutive quarter of increasing delinquency and the first year-over-year increase since this time last year. The economy
is currently caught in the change of trajectory from COVID-19 as infections wax and wane across the country. The failure to contain
the virus and rising uncertainty this has caused the primary catalysts of the moderate to high risks we see for the economy and
small businesses going forward.
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Delinquencies begin to rise, but more are coming...
31-90 DPD for small businesses, % of balance
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The closure of many state and local economies in April

and the first half of May left many businesses facing severe
revenue shortfalls in the second quarter. Even after the
re-openings that began in May and June, led to some of

the fastest economic growth on record but this was largely

a function of the abysmal readings in April and May used

for a month on month comparisons. The third quarter also
promises to post impressive numbers as Q2 is dragged down
by April and May.

This environment has resulted in small businesses listing
“Poor Sales” as the second most important problem they

are facing, according to the NFIB. This problem is second
only to “Taxes,” which once again became the most critical
problem for small business owners as “Labor Quality” fell to
the wayside. The question many are asking themselves now,
and which is vital for a sustained recovery, is how many of the
people who have found themselves out of work will be able

to return? When the pool of available labor is shallow and
employers must look hard to find quality employees, it is a
good indicator of a strong economy. If small businesses are
signaling that they expect the pool of available workers will be
deep once again, the economy may be in for more pain than
analysts and stock market investors may be expecting.
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Poor Sales are on the minds of small businesses again
Net % of firms reporting the most important problem
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There can be no quick recovery and return to normal without
credit flowing to businesses. In the last recession, lenders
tightened standards resulting in declines in the volume of
Commercial and Industrial loans and leases. This pullback
served as a strain on the economy as many businesses could
not expand or get the credit needed to survive. In response to
COVID-19, the government has stepped in to provide loans
hoping to help firms bridge the gap between a pandemic and
a return to normal. Time will tell if this is successful or merely
a delay of the inevitable.

Commercial Lending growth is on the rise
Net C&Il Loans and Leases — Commercial Banks, Mil. USD
NSA % Chng. YoY
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Shutdowns impacted lenders too

The number of reported small businesses with active credit
profiles declined in the second quarter as some lenders
couldn’t meet reporting deadlines given other priorities and
operational issues associated with government-mandated
shutdowns. While other lenders reporting in did show an
uptick in demand for credit, the failure of several smaller
lenders to report in did result in the year-over-year decline in
businesses. The last time the number of businesses declined
was the energy price collapse of 2014-2015 that led to the
failure of a number of energy and energy-related firms. Given
the broad nature of the downturn, affecting all industries
without discrimination, this temporary disruption is likely a
harbinger of businesses closing over the next couple of years
as delinquencies rise and lenders eventually begin writing off
those businesses that are not able to survive the pandemic.

COVID-19 disrupts business & reporting
Businesses entering the dataset, NSA % Chg. YoY
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More regions are feeling pain

Moderate delinquency rates were mixed across the country
in the second quarter. We focus on the Bureau of Economic
Analysis (BEA) regions in this report to reduce some of the
noise that would be observed at the state level from quarter
to quarter. This allows us to identify trends that are real and
developing, rather than one-off events that may turn out to be
false signals.

The BEA regions considered are Far West, Great Lakes,
Mideast, New England, Plains, Rocky Mountain, Southeast,
and Southwest. Performance varied across regions as
businesses accelerated their borrowing at different rates
across the country in the second quarter. The uptick in
delinquencies is a small precursor of what will come in the
next few quarters, though, for now, it is confined to a small
increase in delinquencies.

The pain has begun to spread
Businesses entering the dataset, NSA % Chg. YoY

Source: Experian, Moody’s Analytics
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Far West: Moderate delinquencies rose modestly in the second quarter, up from 1.76 percent to 1.81 percent, for the Far West
region. Industries such as agriculture, transportation, and retail saw performance deteriorate while other sectors saw improving
performance. Moderate delinquencies in the Far West's agriculture sector jumped sharply in the second quarter as sustained low
prices collided with pandemic induced shutdowns impacting food supply chains. However, this trouble was confined to a crop or
crops exclusive to the Far West as other regions did not experience such jumps in ag-related delinquency.

Great Lakes: Credit performance in the Great Lakes region continued to improve in the second quarter moving from 1.68 percent
to 1.61 percent in the moderately delinquent category with transportation and retail the real laggards across industries. There was
also a deterioration in the performance of wholesale companies for the quarter. However, with the decline contained at only two
basis points, this move is not likely to be indicative of a more significant trend. The Great Lakes region has typically been more
conservative with credit usage. The performance improvement during the COVID-19 related shutdowns is a testament to this
judicious use of credit.

Mideast: The Mideast saw moderate delinquencies rise from 1.72 to 1.93 percent. This was among the most significant moves for
the quarter and pushed the region to be the worst-performing region in the 61-90 DPD category. Deterioration in the region was led
by the wholesale, retail, and services industries.

New England: Delinquencies in New England were moderate at 1.59 percent of outstanding balances from the first quarter. Retail
and services had the weakest performance. While other industries had mostly lower delinquencies, retail delinquencies were up 100
and 89 basis points from the first quarter and last year, respectively. Delinquencies were stable in 2019 but were up25 basis points
over the same time last year in the second quarter. The fallout from shutdowns and stubbornly low consumer confidence will drag
on activity until the pandemic passes.

Plains: Moderate delinquencies fell to 1.79 percent this quarter from 2.23 percent in the first quarter. As expected, the Plains region
was insulated from some of the worst of the business malaise in the second quarter. The only industry to see rising moderate
delinquencies was retail with a 15 basis point increase for the quarter. Future quarters are likely to see pain spread across other
industries, but this is not likely to be as severe as in more populous regions.

Rocky Mountain: Moderate delinquency rates fell in the Rocky Mountain region in the second quarter, from 1.83 percent to 1.50
percent. Retail and services, as elsewhere, were the hardest hit industries. However, neither saw particularly large increases in
delinquency. Declines across all other industries served to push down the region’s delinquency rates.

Southeast: Moderate delinquencies in the Southeast rose from 1.33 to 1.34 percent in the second quarter. As in prior quarters, the
Southeast saw only small movements across a broad spectrum of industries. The exception to this was retail, where moderate
delinquencies rose 67 basis points from the first quarter and were up 74 basis points from the same time last year.

Southwest: Delinquencies in the Southwest rose to 1.89 percent from 1.78 percent in the second quarter. Transportation,
wholesale, and retail were the primary industries driving moderate delinquency. Retail was responsible for most of the performance
deterioration, with its moderate delinquency rate rising 203 basis points to 3.55 percent. This was a massive leap, which may be
partially reversed in the third quarter’s businesses reopen. Risks are elevated to the downside as a rise in COVID-19 cases could
cause states to resume or initiate shutdowns.
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Even with so many downside risks, some upside risks remain

To assess the risks stemming from COVID-19, we monitor several high-frequency datasets, including Google Mobility, initial
claims, and the Census Bureau's Pulse Survey. State economies are feeling the pain from re-openings, which are being paused or
rolled back as hot spots of the virus pop up throughout the country. Growth had resumed in the latter half of the second quarter.
Still, there is an increasing risk that growth will stumble again as virus hotspots prompt economies to shutter or work at limited
capacity once again.

Risks to the retail industry are high, as is shown throughout the regional analysis. This industry is the driving force behind many
of the increased delinquency rates observed for the quarter. The pain suffered by retailers is set to continue until COVID-19 is
under control. However, the negative impact is not universal across retailers. Some retailers, such as grocery stores and home
improvement, are thriving as people are stuck at home. On the other hand, apparel, department stores, and gas stations have been
on the losing end of retail thus far. There are signs the trouble for gas stations is fading as people are driving more to get out of the
house or avoid public transit.

Retail weakness helps to explain some of the weakness in the labor market. In the latter half of June and early July, the labor market
began to weaken again as unemployment insurance claims rose. The recession risk from the unemployment rate remains high,

as do many of our business cycle indicators. The number of indicators that remain at moderate or high risk suggests that risks are
rising for secondary economic contractions despite strength in the housing and financial markets.
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Business Cycle Indicators

Current Recession Risk Prior to Great Recession*
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2020 will be the year of the pandemic

The second quarter showed that serious weaknesses are resulting from COVID-19. These weaknesses have, in some cases,
been pushed down the road by forbearance programs and expanded unemployment insurance, among other programs put in
place to offset the effects of COVID-19 on the economy. Whether such programs remain in place or are expanded will determine
the path of small business credit performance for the second half of 2020 and into 2021 as well as the survival of thousands of
small businesses.
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About Experian’s Business Information Services

Experian’s Business Information Services is a leader in providing data and predictive insights to organizations,
helping them mitigate risk and improve profitability. The company’s business database provides comprehensive,
third-party-verified information on 99.9 percent of all U.S. companies. Experian provides market-leading tools

that assist clients of all sizes in making real-time decisions, processing new applications, managing customer
relationships and collecting on delinquent accounts. For more information about Experian’s advanced business-to-
business products and services, visit www.experian.com/b2b.

About Moody’s Analytics

Moody’s Analytics helps capital markets and risk management professionals worldwide respond to an evolving
marketplace with confidence. The company offers unique tools and best practices for measuring and managing risk
through expertise and experience in credit analysis, economic research and financial risk management. By providing
leading-edge software, advisory services, and research, including the proprietary analysis of Moody'’s Investors
Service, Moody’s Analytics integrates and customizes its offerings to address specific business challenges. Moody's
Analytics is a subsidiary of Moody’s Corporation (NYSE: MCO), which reported revenue of $3.5 billion in 2015,
employs approximately 10,900 people worldwide and maintains a presence in 36 countries. Further information is
available at www.moodysanalytics.com.

CONTACT EXPERIAN BUSINESS CONTACT MOODY’S ANALYTICS
INFORMATION SERVICES
T. 1866 275 3266
T: 1877 565 8153 E: help@economy.com
W: experian.com/b2b W: moodysanalytics.com

© 2020 Experian Information Solutions, Inc. © Copyright 2020 Moody’s Analytics, Inc.
All rights reserved All rights reserved

Copyright Notices and Legal Disclaimers

© 2020 Moody's Analytics, Inc. and Experian Information Solutions, Inc. and/or their respective licensors and affiliates (collectively, the “Providers”). All rights reserved.
ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE.
IN WHOLE ORIN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT THE PROVIDERS' PRIOR WRITTEN CONSENT. All information contained
herein is obtained by the Providers from sources believed to be accurate and reliable. Because of the possibility of human or mechanical error as well as other factors,
however, all information contained herein is provided “AS I1S” without warranty of any kind. Under no circumstances shall the Providers, or their sources, have any liability
to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or
contingency within or outside the control of Providers or any of their directors, officers, employees or agents in connection with the procurement, collection, compilation,
analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if the Providers are advised in advance of the possibility of such damages, resulting from the use
of or inability to use, any such information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information
contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. NO
WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR
OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY THE PROVIDERS IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one
factor in any investment decision made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and
evaluation of each security and of each issuer and guarantor of, and each provider of credit support for, each security that it may consider purchasing, holding, or selling.
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