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TRENDS IN SMALL BUSINESS LENDING




Multiple financing products on offer

SBA Loan E Short-term Loan

E Merchant Cash Adwvance
Equipment Financing /f Startup Loan

Invoice Financing g Business Charge Card

Business Line of Credit ‘ Personal Loan
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Lender partnerships ensure Fundera can provide full SMB credit

optionality
Short-Term Loan

Medium-Term Loan
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Short-Term Line of Credit
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Credit

Invoice Financing

Personal Loan for
Business

Equipment Loan
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Eligibility & APR Ranges by Loan Product

CREDIT SCORE

<550

550-600

600-650

650-700

700+

Short-Term Loans
Short-Term LoC
Medium-Term Loans
Medium-Term LoC
SBA Loan

ANNUAL REVENUE
Short-Term Loans
Short-Term LoC
Medium-Term Loans
Medium-Term LoC
SBA Loan

<$100k

<$200k

<8300k

<S400k

<$500k

<$600k

<8700k

<$800k

<$900k

<81M

1M+

APR

Short-Term Loans
Short-Term LoC
Medium-Term Loans
Medium-Term LoC
SBA Loan

<10

10-15

15-20

20-25

25-30

30-35

35-40

LO-45

45-50

50+

Source:



https://www.fundera.com/blog/2016/04/11/the-state-of-online-small-business-lending-q1-2016/

Fundera’s

platform driven by SBA, medium-term credit

Fundera Network $ Volume by Product Type, Q3 and Before

E SBA Loan, 12%
B Medium-Term Loan, 32%

B Medium-Term Line of Credit, 11%

[ Short-Term Line of Credit, 0.3%

B Other (Consumer Loan, Invoice
Financing, Equipment Loan, MCA),
6%

@ Startup Loan, 5%

B Short-Term Loan, 34%

Source: State of Small Business Lending, Q2 2016
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APR, time to funding may be inversely correlated

70 Comparing Small Business
Loan Products
i Merchant Cash Advance Bosed on sample of Fundera loon data
Average Customer Credit Quality

50 1
‘ Short-Term Line of Credit = - P

1.00=Challenged (500 - 579)

3.00= Good (620 - 639)
6.00 = Excellent (700+)

Short Term Loan

Median APR (%)
3

8

Line of Credit

Medium Term Loan

10
SBA Loan

0 S5 10 15 20 25 30 35 40 45 50
Median Time to Fund (Days) # ‘ "

All calculations based on actual sample of anonymized Fundera data. Some filtering was conducted to remove incomplete
entries and product categories with insufficient volume.

Source: State of Small Business Lending, Q2 2016 e
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Small businesses going online for credit tend to be sub $500K

revenue and sub 700 credit score

Distribution of Funded Customers by Credit Score

Challenged (Below 580)

Fair (580-619)

Good (620-660)

Great (660-699)

0% 5%

10% 15%

% of Total Customers

20% 25% 30%

Distribution of Funded Customers by Annual Revenue

S2M+

$1.5M - $2M

$1M - $1.5M

$500K - $1M

$300K - $500K

$100K - $300K

$50K - $100K

<850k @

0% 5% 10% 15% 20%

% of Total Customers

25% 30% 35%

Source: State of Small Business Lending, Q2 2016
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Spans every major industry, with no one industry constituting
10%+

Distribution of Funded Customers by Industry Type

Trucking & Commercial

Ecommerce

Online Services

Health Services

General Contractor

Construction & Materials

Strategy/General Consulting

Creative/Marketing

Restaurant, Café, or Bar-Lounge

Merchandise

8.3%

0% 1% 2% 3% 4% 5% 6% 7% 8% 9%

% of Total Customers

sSource: State of Small Business Lending, Q2 2016
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Spans all 50 states, though all are not created equal

% of Total Customers

16%

14%

12%

10%

8%

6%

4%

2%

0%

CA

Distribution of Funded Customers by State (Top 6)

FL

NY >

State of Funded Business

Source: State of Small Business Lending, Q2 2016
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Spans all age rages, though 25-59 represent overwhelming

ma-jority

% of Total Customers

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

18-24

Distribution of Funded Customers by Age Range

25-39

Age Ranges

40-59 60-79

Source: State of Small Business Lending, Q2 2016
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Desktop
growing

submissions represent vast majority, but mobile is

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

82%

Desktop

Breakdown by Loan Application Device

= Non-millennials = Millennials

26%

Mobile

Source: State of Small Business Lending, Q2 2016
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Women have lower average credit scores than men

FIGURE E2: Average Verified Credit Score by Gender
650

45

645

640

635

630

625

Male Female

Source: State of Small Business Lending, Q2 2016 e
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Women entrepreneurs make about $30K less on average than men

FIGURE F1: Distribution of Applicants by Annual Revenue & Gender

3.8%
$aM+ i

2.2%

10.5%
S1IM - $3M

61%

14.6%
$500K - $1M °
94%

1999
$250K - $500K °

173%

2949
$100K - $250K N

333%
1529%
s oo ‘
21.6%
29%
e ‘
509%
0% 5% 10% 15% 20% 25% 30% 35%

EMale ®EFemale

Source: State of Small Business Lending, Q2 2016
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Women are more likely to qualify for only the most expensive
credit products

FIGURE G: Funded Product Type by Gender

Shert-Term Loan 229% 298%
Medium-Term Loan 30.8% 25.7%
SBA Loan 6.4% 3.2%
Line of Credit 31.2% 35.4%
Invoice Financing 6.86% 5.0%

Personal Loan 1.0% 1.8%

0% 10% 20% 30% 40% 50% 60% 70% 80% Q0% 100%

# Male ®Female

Source: State of Small Business Lending, Q2 2016 e
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FUNDERA’S ROLE




Banks have struggled to lend to SMBs since ‘08, leading
to supply gap

82% 50%
Of SMBs get Of SMBs get
declined from declined from ﬁyﬁﬁﬁﬁ?
Banks Community Banks

Funding Gap:

‘ ‘ -

72 hours
spent 2-4 months
applying for to receive
SMB loans funding $179B
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Many alternative lenders have surfaced to fill the
funding gap

Brokers Medium Term Loans Bank Loans Franchise Loans Invoice financing
ilendio (&) Funding Circle CHASEO ﬁwpkf?i’@ OBlueVine
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Multiple financing products on offer, making it difficult
for SMBs to evaluate the right fit for their use case

SBA Loan E Short-term Loan

% E Merchant Cash Adwvance
% Equipment Financing /f Startup Loan

Term Loan

E Invoice Financing g Business Charge Card
Business Line of Credit ‘ Personal Loan
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The internet will transform SMB lending from a seller’s
market to a buyer’s market

Travel Agent — prlcellne.com“
O
Stock Broker — ° Transparent Increased
E*TRADE Pricing Competition
e — ZZillow @y @
Automated Custqmer
Loan Broker — " fundera Processes Service
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Making the process of finding a loan faster, easier and more
transparent

Fill out a brief questionnaire.

Answer a few questions and, in Jjust a few minutes, see which loan products you
qualify for.

Review matches on one site.
We reach out to walk SMBs through the products they match with, and help them

learn the ins and outs of each before applying.

o

Apply to multiple lenders with one application.
SMBs then pick which option they want to apply for and complete one application —

no matter how many lenders and products they choose.

See offers on on site.
With multiple offers in hand, SMBs can shop for the right product and best rate.

We help them do the math and decide what's right.

{5
AR

A

Get funded.

Within days or just a few weeks, SMBs get financing to grow their business.

B

Graduate to the next level.

After funding, we map out a plan to get SMBs less expensive loans over time

CONFIDENTIALe
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Lender partnerships ensure Fundera can provide full SMB credit

optionality
Short-Term Loan

Medium-Term Loan
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Short-Term Line of Credit

Medium-Term Line of
Credit

Invoice Financing

Personal Loan for
Business

Equipment Loan
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Empowering borrowers with tools to make informed
decisions

KNOW BEFORE

Your Guide To Successfully Finding and Securing a Small Business Loan

Business Loan Calculators »

2

Financing Glossary »

Tools & Templates » Guides »

Lender Reviews »

Fundera Ledger » Videos »

Policy & Advocacy »

24

Distribution Partners
Fundera has 25+
partnerships to
distribute its financial
and lending literacy to

BUSINESS
INSIDER

AMEBJCAN BANKER.

Entrepreneur
THE

HUFFINGTON
POST

Forbes
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Universal disclosure empowers borrowers to comparison
shop

Offer Amount Loan Product Short Term Loan
$50,000 Factor Rate 1.12
Repoyment Term 6 Months
Repayment Frequency Daily
Hide Offer Details A
Loan Details The Math
Daily Payment @ Amount Deposited Into Your Bank Account
$424.24 $49,000 = $50000  _ $1000
Calculate Monthty & Offer Amount @ Origination Fees ©
True APR® Total Amount You'll Pay Back
54.28%
2 $50,000 $6,000

$56,000 - Offer Amount @ + Interest Accrued ©

Prepayment Penclty? @
Yes
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Customer success program further strengthens the customer
experience through 1l-on-1 customer assistance

Advice for
graduating to
next level

Trained
professiona

“"Thanks to Abbey we were
able to secure our first
ever commercial line of
credit...’

4

“As a first time
entrepreneur... Manny
really helped me navigate
the confusing world of
business loans.”

Assistance
with loan

“Who knew it would be fun to
take out a loan...I look
forward to continuing our
relationship when other needs

26 arise.” CONFIDENTIAL e



Fundera is a borrower’s first call when looking for a loan

27

Single point of contact

No hidden fees or terms

Shop several offers at once

Lowest rates, guaranteed

Long-term relationship

Unbiased education and tools

Bank-level security

¢ fundera

S SSSSASS

Direct
Lenders

N XX X X XX

Classic
Brokers

v

XXX XX X
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FUNDERA’S COMMITMENT TO TRANSPARENCY




Fundera’s longstanding commitment to bring transparency to

lending

March

Launches “one
for all”
common app to
empower
borrowers
with choice
in loan
process

April
Releases
online loan
product
guides

October
Launches

“Know Before

You Owe”
tools to
cultivate
lending

literacy

2014

September
Forbes op-ed
calling for
industry to
rein in
predatory
loan brokers

January
Releases
onsite loan
calculators,

universal APR

disclosure

February

Calls for
lenders to
coalesce on
Small Business
Borrower Bill
of Rights in
Forbes op-ed

May

Launches site
for borrower
reviews for
each lender,

product

2015

July

Calls for
CFPB to
collect
complaints,
data from
small
businesses

TODAY
Launches
model
disclosure
box with op-
ed American
Banker

2016

September
Launches
report on
challenges
female SMBs
face when
getting
credit



Fundera is leading the online lending industry to adopt
commonsense rules

In August 2015,

Fundera launched the Small Business Borrowers’

Bill of Rights

alongside former SBA Administrator Karen Mills and in partnership with

leading lenders,

Borrower-
First
Principles

Partnership
with
Industry
Leaders

Culmination
of
Fundera’s
Call to
Action

The Right to Transparent Pricing

and Terms

The Right to Non-Abusive Products
The Right to Responsible

Underwriting

:iilLendingClub

@ Funding Circle

Forbes

Feb ‘15 Op-Ed
Brayden McCarthy
VP of Strategy

investors and think tanks

The Right to Fair Treatment from
Brokers

The Right to Inclusive Credit
Access

The Right to Fair Collection

Practices
THE ASPEN ' INSTITUTE

= BancAlliance '“ =gl L
e 0
ACCION Rt o

ClA

FINANCE NETWORK

ComMmunNITY
INVESTMENT
MANAGEMENT

We Need a Small Business Borrowers’ Bill of Rights

“The industry should work together to align on a Small
Business Borrowers’ Bill of Rights.. Putting the principles
we outlined above at the center of our industry will help
us create shared value for all stakeholders as we continue
to scale, and ultimately advance a fairer and more o~
efficient small business lending market.” 4



Building a disclosure box for the digital age

Building on Fundera’s BBOR leadership, we’re continuing to bring transparency
to SMB credit by creating a ‘first of its kind’ disclosure box guided by these
re principles

Conspicuous

Displayed in boldface type at the top of
loan documentation, so that borrowers do
not have to waste time searching for the
information.

Clear

Written in plain English that cuts
through complexity and eschews mouse
traps or fine print.

Comparable omprehensive
Empowers borrowers to make straight-up, Captures all relevant info needed to
side-by-side comparisons among options make credit decision., incl. total
repayment, monthly and daily repayment,
origination fee, prepayment penalty.
>

by showing same metrics across product,
incl. APRs.

Contemporary/Interactive orrect

Goes beyond static snapshot of “Schumer Balances aforementioned principles where
Box” with fully interactive tools that needed to avoid oversimplifying or
empower SMBs to make informed financing overcomplicating a credit product's
decisions. terms to the point of inaccuracy.
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Fundera is driving the online
transparency

Forbes

AB

AMERICAN BANKER.

It’s Time to Rein in Shady
Small Business Loan Brokers

Brayden McCarty, VP of Strategy

“Better ov could keep small busi
) r me of
ure that :

ersight

the most

lending i
don’t 1

Small Business Loan Brokers
Need a Code of Ethics

Brayden McCarty, VP of Strategy
brokers wield enormous influence

5 Red Flags of a Business

Lean sSeamceo Founder
owing number o SOTYy ndividuals

lending industry’s dialogue on

What’s the Average APR for
Small Business Owners-?

Jared Hecht, CEO & Founder

“This data higher credit scores
match up

SBA loan

the low

short-term loans wi v

Shine a Light on Predatory
Online Lenders

Brayden McCarty, VP of Strategy
.CFPB ought to re e online le

Self-Policing Shouldn't
Replace Common Sense
EQEQHQAJﬁ$C%£HQ VP of Strategy




Fundera’s

Che
New fJork
Cimes

Th=

TechCrunch

AB

AMERICAN BANKER.

Can’t Get a Bank Loan? The
Alternatives Are Expanding

Fundera, Funding Circle and
Others Introduce Small
Business Borrowers’ Bill of
Rights

Borrowers Baffled by Online
Small-Business Loans

AB

AMERICAN BANKER.

BUSINESS

INSIDER

commitment to transparency is getting noticed

LiveOak: An Online Bank With
a Personal Touch

Lenders Unveil 'Bill of
Rights' for Small-Business
Borrowers

A 20-something sold his first
company for $80 million in
370 days — now he's raising
$11 million for his new
startup



