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Executive Summary

The National Business Capital Small Business Index Growth Report is a quarterly report on

small business-related economic trends. This report covers small business trends and findings

for Q1 2023. Research was conducted utilizing open-source intelligence, public databases,

and sources such as the Small Business Administration, NAICS Association, and U.S. Census

Bureau, among other sources.

National

BUSINESS CAPITAL



National

BUSINESS CAPITAL

Bank lending has tightened, and interest rates have remained high. It's not surprising,
considering we saw this happening at the end of 2022, but it's not an excuse to take your
foot off the gas pedal.

We're currently in a stagnant phase, or what feels like one. Any positive economic trend will

be a slow progression, much like the 08-09' recession when the "bounce back" occurred over
a seven-year period. You have a choice: Take action, make profitable decisions in your business,
and join the trend, or stay stagnant, slowly decline, and fall behind the competition.

The smartest business owners aren't getting caught up in the news and inflation reports;
Instead, they're focused in their businesses, getting creative, thinking outside the box, and
looking for opportunities to grow their businesses. Despite higher rates, our team sees
opportunities that make sense for business owners - and they're doing everything they
can to move forward with them.

If you're concerned about the economy, it's even more of a reason right now to take advantage
of any opportunities that can drive revenue in your business.

Don't let fear or lack of funding restrict your growth. We can still help you access capital.

e (amperats

Joe Camberato
CEO & Founder
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U.S. gross domestic product (GDP) advanced by 1.1%!
in the first quarter of 2023, representing a modest
economic slowdown. Job growth remained strong,

outpacing expectations, with employers adding
345,0002 additional payroll jobs per month.

Experts point to strong consumer spending as a major contributor to Q1 economic growth.
Consumer spending, as measured by personal consumption expenditures, increased by 3.7%2.
Exports also saw a 4.8%2 uptick.

Going forward, high inflation remains one of the biggest risks to the U.S. economy and small
businesses alike. The difficulties from the banking sector also pose a threat of destabilizing
ripple effects.



The previous year saw historic rising inflation levels that dampened business
optimism and contributed to increased levels of uncertainty. Although inflation
levels appear to be easing from 2022 levels, the pace of rising prices remains
well above the Fed's 2% goal. For instance, the U.S.12-month inflation rate

hovered at 5%* in March 2023.

In Q1 2023, 54%° of small business owners cited inflation as their top concern. Amidst high

inflation levels, small businesses often have to spend more to purchase necessary supplies 1
and materials. They may also run into greater obstacles to obtaining financing and struggle oy NGO e
to remain competitive—as higher prices ward off potential customers. ‘ :

&
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Revenue Challenges & Supply

Chain Issues Follow In Concern

After inflation, revenue and supply chain
issues pose the biggest concern for small
business owners.

N y § Y

S S
Of small businesses cite Of small businesses cite
revenue as a major challenge. supply chain issues.

Record inflation has driven up the most basic operating costs. Small
business owners have had to consider whether to pass these costs
over to customers or contend with diminished profit margins.

Supply chain issues have been a concern for small businesses since
the onset of the Covid-19 pandemic. Increased costs, shortages of
critical goods, and geopolitical uncertainties continue to contribute
to ongoing supply chain disruptions®.

National

Fewer Business Owners Believe the
US Economy is in Good Health

Small business optimism dampened through the first quarter of 2023.
NFIB's Small Business Optimism Index reported a 0.8-point decrease’ in
March 2023 to 90.1. The drop marks the 15th consecutive month below
the 49-year average of 98.

Many business owners report uncertainty about future economic activity.
For many, rising prices and rising wages have hindered plans for growth
and hiring.

As of Q1 2023, 20%° of online small business owners reported believing
that the U.S. economy is in good health. This figure represents a 7% drop
from Q4 2022 levels.

Interest Rates Deterring Financing
& the Ability to Raise Capital

In order to combat rising inflation, the Fed raised interest rates twice in the
first quarter of 2023. In February, by 0.25 percentage points, and in March,
by another 0.25 percentage points, which brought rates from 4.75% to 5%&.
Experts expect interest rates to follow the trend and increase again in May®.

Rising interest rates have made borrowing more expensive for small busi-
nesses. In fact, 66% of small business owners acknowledged that rising
interest rates had limited their ability to raise capital and secure financing.

Larger small businesses, those with over 200 employees®, are especially
feeling the pressure. A considerable number reported that inflation was
forcing them to seek out more capital and that high interest rates were
limiting their ability to secure financing.

BUSINESS CAPITAL
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Revenue Challenges & Supply

Chain Issues Follow In Concern

Personal Savings are the Top Means Revenue, a Barrier to Securing Capital

of FinanCing a Small Business As business loans become more expensive, lenders have responded by

restricting lending requirements. Most noticeably, lenders have raised both
credit score and revenue requirements for business funding.

As financing becomes more expensive and difficult for business
owners to secure, more and more are dipping into their own capital

reserves to cover business expenses. Nearly half (46%) of small businesses® report facing difficulties in obtaining

) ) financing due to not having enough revenue or assets to qualify for a loan.
The use of personal savings as the primary source to finance

a small business continued to rise.

Small Business Sentiment
Still Lingers Lower

/ Small business optimism decreased in 2022 and has remained low throughout
the first quarter of 2023. Alongside rising inflation, tightening financial markets,

6 9% 43% and continued supply chain disruptions—small businesses are considerably
less optimistic about the economy compared to pre-Covid-19levels.

Small Business Optimism
(Seasonally Adjusted 1986=100)
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Of small business owners Of small business owners utilized 105
in Q1 2023 use savings. personal savings as a primary 100 |
method of funding their
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Revenue Challenges & Supply

Chain Issues Follow In Concern

Less Small Businesses Plan
to Increase Employment

During the post Covid-19 economic recovery, tight labor markets
prompted many small businesses to raise wages in an effort to
attract and retain new hires. Throughout 2022, and continuing
into the first quarter of 2023, this trend began to reverse.

Due to economic uncertainty coupled with rising prices, many
small businesses are beginning to put hiring plans on pause for
the foreseeable future.

Plans to Increase Employment
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Credit & Borrowing

According to the NFIB, the borrowing and credit situation for small business
owners in the first quarter of 2023 has shown some interesting changes.
Two percent of owners reported that their borrowing needs were not satis-
fied completely, indicating a slight decrease of 1 point from the last quarter.
In contrast, 29 percent of owners reported that all their credit needs were
met, a notable increase of 4 points. Furthermore, 59 percent of small busi-
ness owners stated that they were not interested in a loan, which is a
decrease of 3 points compared to the previous quarter.

In terms of loan accessibility, a net 9 percent of owners found their last loan
harder to get than in previous attempts, an increase of 4 points from the last
quarter. Additionally, financing was the top business problem for 3 percent of
small business owners, which represents an increase of 1 point compared to
the previous quarter.

Regarding interest rates, a net 26 percent of owners reported paying higher
rates on their most recent loan, an increase of 2 points from February. The
average rate paid on short-maturity loans was 7.8 percent, which is 0.1
percentage points lower than February's highest level (also in November)
since March 2008.

Despite these changes, 30 percent of all owners reported borrowing on
a regular basis, which remained unchanged from the previous quarter.

BUSINESS CAPITAL
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L cans INn 2023 - Q1

Small Business Administration
Loans FY22 Totals, as of Q1 2023

Small Business Administration (SBA) loans are one of the most popular
types of business financing. These loans, offered in partnership with the
SBA and a network of private lenders, deliver high funding amounts,
lengthy repayment terms, and competitive interest rates to qualifying
small businesses.

SBA loans are partially guaranteed by the SBA, which reduces the risk
for lenders and makes it easier for small businesses to access capital.

SBA loans can also be used for a variety of business purposes. SBA
funding can be directed toward growth plans, purchasing equipment
and supplies, as well as debt refinancing.

=y
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Loans in 2023 - Ql

SBA 7(a) Loans

SBA 7(a) loans are the most common type of loan offered by the SBA. These loans can be used to
purchase equipment, inventory, real estate, refinance debt, acquire another business, and more.

Industry Approval Count % of Count Approval Amount % of Dollars
Accommodation and Food Services 3,795 12.90% $2,448,145,700.00 17.20%
paministrative and Support and Waste Management 1,701 5.80% $572,877,600.00 4.00%
Agriculture, Forestry, Fishing and Hunting 294 1.00% $201,891,000.00 1.40%
Arts, Entertainment, and Recreation 1,013 3.40% $516,095,600.00 3.60%
Construction 4,01 13.60% $1,434,738,600.00 10.10%
Educational Services 389 1.30% $127,210,000.00 0.90%
Finance and Insurance 477 1.60% $228,228,000.00 1.60%
Health Care and Social Assistance 2,533 8.60% $1,372,604,200.00 9.60%
Information 264 0.90% $94,531,300.00 0.70%
Management of Companies and Enterprises 8 0.00% $3,195,800.00 0.00%
Manufacturing 1,810 6.10% $1,156,570,700.00 8.10%
Mining, Quarrying, and Oil and Gas Extraction 46 0.20% $34,208,500.00 0.20%
Other Services (except Public Administration) 2,720 9.20% $1,181,917,500.00 8.30%
Professional, Scientific, and Technical Services 2,657 9.00% $1,046,724,400.00 7.40%
Public Administration 7 0.00% $6,396,000.00 0.00%
Real Estate and Rental and Leasing 787 2.70% $425,695,900.00 3.00%
Retail Trade 3,605 12.20% $2,055,185,900.00 14.40%
Transportation and Warehousing 2,043 6.90% $532,955,400.00 3.70%
Utilities 31 0.10% $16,639,300.00 0.10%
Wholes;l’_e Trade 1,316 4.50% $783,735,800.00 5.50%
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Loans in 2023 - Ql

504 loans

SBA 504 loans are a type of loan program offered by the SBA to help small businesses purchase commercial real estate
or large equipment for expansion. Funding amounts on these loans can be as high as $5 million and feature fixed rates.

Industry Approval Count % of Count Approval Amount % of Dollars
Accommodation and Food Services 526 16.10% $696,815,000.00 19.70%
ﬁg;nisn;?\tlzgtez/e and Support and Waste Management and Remedia- 05 2.90% $75.,452,000.00 210%
Agriculture, Forestry, Fishing and Hunting 14 0.40% $13,545,000.00 0.40%
Arts, Entertainment, and Recreation 132 4.00% $176,516,000.00 5.00%
Construction 273 8.30% $199,006,000.00 5.60%
Educational Services 54 1.60% $69,962,000.00 2.00%
Finance and Insurance 42 1.30% $20,192,000.00 0.60%
Health Care and Social Assistance 441 13.50% $402,059,000.00 11.40%
Information 21 0.60% $24,156,000.00 0.70%
Management of Companies and Enterprises 3 0.10% $5,048,000.00 0.10%
Manufacturing 332 10.10% $450,150,000.00 12.80%
Mining, Quarrying, and Oil and Gas Extraction 5 0.20% $7,170,000.00 0.20%
Other Services (except Public Administration) 333 10.20% $260,735,000.00 7.40%
Professional, Scientific, and Technical Services 230 7.00% $178,159,000.00 5.00%
Public Administration 1 0.00% $3,098,000.00 0.10%
Real Estate and Rental and Leasing 142 4.30% $167,738,000.00 4.80%
Retail Trade 351 10.70% $353,727,000.00 10.00%
Transportation and Warehousing 105 3.20% $168,374,000.00 4.80%
Utilities 4 0.10% $4,668,000.00 0.10%
Wholes;l'_e Trade 169 5.20% $252,445,000.00 7.20%
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Loans in 2023 - Ql

Community Advantage

The SBA Community Advantage Program is a loan program
designed to help small businesses in underserved markets

gain access to capital. These loans are ideal for business owners
operating in traditionally underserved regions, especially low

to moderate-income and minority communities. Community
Advantage loans can provide up to $250,000, with a maximum
repayment term of 10 years for working capital and 25 for real
estate purchases.

=y
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Unemployment by State

U.S. unemployment changed little throughout the first quarter, coming in at 3.5%'° in March 2023. As more small businesses
continue to pause hiring plans, it's unclear whether unemployment will remain at near historically low levels throughout 2023.

States With Lowest Unemployment States With the Highest Unemployment

State January February March State January February March
South Dakota 21 2.1 1.9 Nevada 55 5.5 5.5
Nebraska 25 2.3 2.1 District of Columbia 45 4.7 4.8
North Dakota 21 2.1 2.1 Washington 46 4.6 4.5
Alabama 26 2.5 2.3 Oregon 48 4.7 4.4
Montana 2.5 2.4 2.3 Illinois 4.5 4.5 4.4
New Hampshire 2.8 2.7 2.4 Delaware 4.6 4.6 4.4
Utah 2.4 2.4 2.4 California 4.2 4.3 4.4
Missouri 2.7 2.6 2.5 Pennsylvania 4.3 4.4 4.2
Wisconsin 2.9 2.7 2.5 Hew York 4.2 4.2 4.1
Florida 2.6 2.6 2.6 Michigan 4.3 4.3 4.1
Idaho 2.7 2.6 2.6 Texas 3.9 4.0 4.0
Maine 2.9 2.8 2.6 Connecticut 3.9 4.0 4.0
Maryland 3.0 2.9 27 Ohio 4.0 3.9 3.8
Vermont 2.9 2.8 2.7 Kentucky 3.9 3.9 3.8
Colorado 2.8 2.9 2.8 Wyoming 3.9 3.8 3.7
lowa 3.0 2.9 2.8 Alaska 3.8 3.8 3.7
Minnesota 2.9 3.0 2.8 Louisiana 3.5 3.6 3.7
Kansas 2.9 2.9 2.9 North Carolina 3.8 3.6 3.5
Arkansas 3.4 3.2 3.0 New Mexico 3.5 3.6 3.5
Oklahoma 3.1 3.0 3.0 New Jersey 3.4 3.5 3.5
Georgia 3.1 3.1 3.1 Mississippi 3.9 3.7 3.5
Indiana 3.1 3.1 3.1 Massachusetts 3.5 3.7 3.5
Rhode Island 3.1 3.1 3.1 Hawaii 3.6 3.6 3.5
South Carolina 3.2 3.2 3.2 Arizona 3.8 3.7 3.5
Virginia 3.2 3.2 3.2 West Virginia 3.9 3.7 3.4

Tennessee 3.5 3.5 3.4
3
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Number of Firms by Industry

Number of Firms by Industry Businesses By Revenue
The majority of U.S. small businesses! are centered in professional An overwhelming majority of U.S. businesses, about 79%, bring in less
services, retail trade, healthcare, and construction industries. than $500,000 in annual revenue. On the other end of the spectrum,

only about 0.03% of firms generate over $1 billion in annual revenue.

Other Services (except Public Administration) 1,986,470
Professional, Scientific, and Technical Services 2,576,732 Under 500,000 14,382,087
Construction 1,564,895 500,000-999,999 818,345
Real Estate and Rental and Leasing 947,112 1,000,000 -2,499,999 559,315
Retail Trade 1,893,740 2,500,000 -4,999,999 226,121
Health Care and Social Assistance 1,724,350 5,000,000-9,999,999 148,583
Administrative, Support, and Waste Management 1,641,698 10,000,000 -99,999,999 181,386
Transportation and Warehousing 733,597 100,000,000 - 499,999,999 24,708
Arts, Entertainment, and Recreation 397,633 500,000,000-999,999,999 4174
Public Administration 259,365 1,000,000,000+ 5,334
Finance and Insurance 806,762 Uncoded Records 1,882,514
Accommodation and Food Services 928,144 Grand Total 18,232,567
Educational Services 439,219
Wholesale Trade 719,282
Manufacturing 667,833
Information 386,163
Agriculture, Forestry and Fishing, and Hunting 376,065
Mining, Quarrying, and Oil and Gas Extraction 33,725
Utilities 52,025
Management of Companies and Enterprises 97,749

X
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Number of Firms by Industry

Businesses By Employees

The majority of U.S. businesses, about 71%, exist with only one to four
employees. Larger corporations and firms with over 1,000 employees
make up roughly 0.1% of all U.S. businesses.

Total Employees Number of Businesses

1-4 Employees 12,956,553
5-9 Employees 1,940,834
10-19 Employees 825,174
20-49 Employees 417,247
50-99 Employees 153,318
100-249 Employees 89,578
250-499 Employees 33,537
500-999 Employees 19,218
1,000+ Employees 24,081
Uncoded Records 1,773,047
Grand Total 18,232,567
3
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Business Applications

Change From February 2023 to March 2023
(Seasonally Adjusted)

The first quarter of 2023 saw an increase in ‘%{6_ i } = Type:
new business applications month-to-month. _ : ;{/3/ Y _
In March 2023, an increase of 4.5%'2 N e

was observed, totaling approximately N

452k applications.

The Southern regions of the United States,

particularly in Texas, are experiencing the

most significant growth in new business

formations. These areas have been able

to attract new enterprises due to their low

taxes and favorable business regulations.

By contrast, the Midwest has seen the e
smallest increase in new business formations

compared to other regions in the U.S.
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Business Applications
March 2023
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Disclaimer: The information and insights in this document are provided for informational purposes only, and do not constitute financial,
legal, tax, business, or personal advice from National Business Capital and the sender. Do not rely on this information as advice, and please
consult with your financial advisor, accountant, and/or attorney before making any decisions. If you rely solely on this information, it is

at your own risk. The information is true and accurate to the best of our knowledge, but there may be errors, omissions, or mistakes.
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