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Second quarter 2021 summary

SMALL BUSINESS

Increased optimism
Increased prices, sales & profits
Increased hiring, capital expenditures & cash reserves

Increased confidence
Increased price expectations
Increased hiring & capital expenditure expectations

Decreased need & expected need for bank loans
Elevated demand for additional credit
Decreased expectations to apply for additional credit

ECONOMIC POSITION

Past 12 months

ECONOMIC OUTLOOK

Next 12 months

CREDIT OUTLOOK

MIDDLE MARKET

Increased optimism
Increased prices, sales & profits
Increased hiring & capital expenditures

Increased confidence
Increased price, sales & profit expectations
Increased hiring & excess cash reserve expectations

Decreased need & expected need for bank loans
Elevated demand for additional credit
Flat expectations to apply for additional credit

Live Oak BusinessPulse
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Business confidence increased as COVID-19 vaccinations roll-out to the
general public in the second quarter of 2021

FINANCIAL CONDITION
Next 12 months net difference COVID-19
Unemployment Private sector jobs Income tax Trade restrictions
peaks return to pre- rate cuts tensions lifted
recession levels ;
Health Stock market ;;%T;% Tariffs ; ?Sapc é’gg
care bill hits record Low oil & Brexit announce + | new high
passes Housing market ~ high gas prices » 35;??2; gov't
Dodd- hits bottom Polarizing shutdown Capitol
Frank & election insurrection
CPA act
enabled , CoOVID-19
\J vaccine
Stimulus rollout
package ®
passes
[ ]
R i diiA A i e A i e e .
Net difference

———Small business ($100K-<$10MM)
——Middle market ($10MM-<$500MM)

COVID-19 hits U.S.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 12 months, do you expect your company’s overall financial condition to...
BusinessPulse Quarterly Trending Data (2" quarter)
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Businesses also grew more optimistic about the overall financial condition of

the U.S. economy
U.S. ECONOMY CONDITION

_ _ Next 12 months net difference Trade
Private sector jobs tensions
. return to pre- . Income tax
Housing market recession levels Low oil & Trump rate cuts COVID-19
hits bottom gas prices elected restrictions
Stock market Brexit an-rl;gﬂl:\rze d lifted
hits record S&P 500
high . 35-day gov't reaches
Polarizing shutdown new high Capitol
election insurrection COVID'1 9

vaccine
rollout

0%

Net difference

——Small business ($100K-<$10MM)
——Middle market ($10MM-<$500MM)

. : . : : , , . COVID-19 hits U.S,
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 12 months, do you expect the U.S. economy to...
BusinessPulse Quarterly Trending Data (2" quarter)
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2 Retrospective economic position




Small business net difference change from the second quarter of 2020

(past 12 months) A
= B 8

Micro business Small enterprise Business banking
($100K-<$500K) ($500K-<$2.5MM) ($2.5MM-<$10MM)

Total small
business market

+1% Overall financial condition +3% 2% -1%
I 7% Prices I\ 5% I 2% N 23
N 6% Sales N 5% N 8% N -14%
N 5% Profits N 5% 3% N 9%
A 5% Full-time employees I\ 10% N 9% N -15%
N % Capital expenditures N -10% AN 1% N -10%
N 7% Excess cash reserves V% N 12% +2%

Q: During the last 12 months, did your company’s...

$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)

|:| = change <5%
- = change 5%-10%
B - change 11%-15%

= change 16%+
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Many saw improvements to their overall financial condition over the past 12
months, although the small business segment continued to lag middle market

60% - FINANCIAL CONDITION
Past 12 months
44% 47%
39% 38%
40% 35% <. 8 37%
29% °
25%
—~ 20% - 25% 21%

3¢ % 16% i
g < % ° 14%
5 o
£5 0% .
S 2%/ 4%
° g_ -5% 4% © (J
Zc

20% -

" L1g9 -17%
-24%
-30% ——Middle market ($10MM-<$500MM)
-40% -
——Small business ($100K-<$10MM)
'60% T T T T T T T T T T
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the last 12 months, did your company’s overall financial condition...
BusinessPulse Quarterly Trending Data (2" quarter)
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Small business sales and profits continued to register negative net difference
ratings while prices have increased

Decreased SMALL BUSINESS PRICES, SALES & PROFITS
6% - Past 12 months
Increased o
. 0/ Net difference
Prlces +22 /0 (increased — decreased) 75% -
50% -
Decreased —
43% Increased © 3
26% 2 3 25% -
3
- 0/  Net difference S5 o
Sales 1 7 A) (increased — decreased) % E 0%
23
z E 25%
Decreased Increased -50% -
45% 23% = Prices
. 0/_ Net difference -75% - - Sales
PrOfltS -22 /0 (increased — decreased) —Profits after taxes
'1 00% T T T T T T T T T T T T
2009 2011 2013 2015 2017 2019 2021

Q: During the last 12 months, did your company’s...
$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)

Live Oak BusinessPulse Powered by BARLOW RESEARCH ASSOCIATES, INC.



Although trendlines have ticked up in the second quarter of 2021, small
business hiring, capital expenditures and cash reserves remained muted
Increased SMALL BUSINESS HIRING, CAPITAL EXPENDITURES & CASH RESERVES

D
ecreased Past 12 months

13‘7’. 9%
100% -

Full-time _40/ Net difference
employees o (increased — decreased) 75% A
50% -
Increased 3
Decreased 8 & 25% -
33% \ 21% 1 R
Capital 0/ Net difference €7 o
expenditures '1 2 /0 (increased — decreased) % § 0%
23
z S-25%
Decreased -
39% Increased -50% - .
229, - Full-time employees
Excess 0/ Net difference 75% | — Capital expenditures
cash '1 6 /0 (increased — decreased) — EXcess cash reserves
reserves '1 00% T T T T T T T T T T T T
2009 2011 2013 2015 2017 2019 2021

Q: During the last 12 months, did your company’s...
$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)

Live Oak BusinessPulse Powered by BARLOW RESEARCH ASSOCIATES, INC.



Middle market net difference change from the second quarter of 2020

(past 12 months) kﬂ ﬂ

Total middle Commercial banking Corporate banking
market ($10MM-<$50MM) ($50MM-<$500MM)
N 8% Overall financial condition N 9%

N +15% Prices

v -21% Sales
v -18% Profits

I\ 9%
-3%

A +9%

N -15% Full-time employees N 7%
N 5% Capital expenditures 2%
0% Excess cash reserves A +29%

= change <5%

= change 5%-10%
= change 11%-15%
= change 16%+

Q: During the last 12 months, did your company’s...
$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Many middle market companies have adjusted prices, likely due to material
shortages and supply chain disruptions
MIDDLE MARKET PRICES, SALES & PROFITS

Decreased bast 19 N
9% ‘ ast 12 months
Inc:;?/sed 100% -
Prices ° +330 Net difference
o (increased — decreased)
75% -
Decreased 50% -
42% Increased _
38% q}@ 259%
O ®
0/_ Net difference c g
Sales -4 A) (increased — decreased) g § 0%
C=a
T3
B 8 -25% -
5 g Increased =z 5
ecrease 34% £
41% 50% 1 ——Prices
. 0/  Net difference — Sales
Profits -8 A) (increased — decreased) -715% 1 —Profits after taxes
‘1 OO% T T T T T T T T T T T T
2009 2011 2013 2015 2017 2019 2021

Q: During the last 12 months, did your company’s...
$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Middle market hiring and capital expenditures improved after steady decreases
beginning in late 2019

MIDDLE MARKET HIRING, CAPITAL EXPENDITURES & CASH RESERVES

Decreased Increased Past 12 months
26% 23%
. 100% -
Full-time

| _30 Net difference
employees i _
ploy (increased — decreased) 75% |
Decreased 50%
26% Increased =
23% 88
. o 9
Capital -39/, Net difference 3o
expenditures 0 (increased — decreased) ““_;; < 0% v
[0}
5
Z 5-25% A
Decreased Increased
9 50% -
28% E 29% ° - EXcess cash reserves
:::ﬁs +1 o 0 Net difference 75% A ——Full-time employees
reserves (increased — decreased) — Capital expenditures
'1 00% T T T T T T T T T T T T
2009 2011 2013 2015 2017 2019 2021

Q: During the last 12 months, did your company’s...
$10MM-<$500MM

BusinessPulse Quarterly Trending Data (2" quarter)
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3 |Future economic outlook




Small business and middle market financial condition expectations have
improved to pre-COVID-19 levels

FINANCIAL CONDITION
70% - Next 12 months
61% 63%

59%

50%

30%

10%

-10% -

-16%
-27%

Net difference
(improve — deteriorate)

-30% -
——Middle market ($10MM-<$500MM)

-50% - ———Small business ($100K-<$10MM)

'70% T T T T T T T T T T T T
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 12 months, do you expect your company’s overall financial condition to...
BusinessPulse Quarterly Trending Data (2" quarter)
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Small business net difference change from the second quarter of 2020

(next 12 months)
m @ R

Total small
. Micro business Small enterprise Business banking
business market ($100K-<$500K)  ($500K-<$2.5MM)  ($2.5MM-<$10MM)

A +65% Overall financial condition A +64% A +73% A +70%
A 399 Prices A 37% I 5% A s
A +63% Sales A +61% A +75% A +63%
AN 47 Profits A\ +45% A 55 A\ 539
A +28% Full-time employees A +25% A +36% A +38%
I +34% Capital expenditures N 3% N H3T% N +52%
A +51% Excess cash reserves A +49% A +61% A +45%

|:| = change <5%
- = change 5%-10%
B - change 11%-15%

= change 16%+

Q: During the next 12 months, do you expect your company’s...
$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Although most small businesses are anticipating improved sales, many are
expecting increased pricing pressure as well

To d‘j‘;‘/zease _ SMALL BUSINESS PRICES, SALES & PROFITS
| To increase Next 12 months
36%
100% -
H 0/ Net difference
Prlces +35 /0 (to increase — to decrease) 75% A
_50% A
To decrease To b
©
12%’ increase g S 25% -
52% g S
0/_ Net difference 7 oo |
Sales +40 /0 (to increase — to decrease) 5 2 0%
® 9
Z 2.25% A

(to

To decrease

20%/ To 0% 1 —Sales
increase i
= Prices
39% i -75% -
Profits ° +1 8‘y0 Net difference ’ — Profits after taxes

(to increase — to decrease)

'1 00% T T T T T T T
2009 2011 2013 2015 2017 2019 2021

Q: During the next 12 months, do you expect your company’s...
$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)
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As small business confidence improves, there is renewed enthusiasm to invest

In their businesses
SMALL BUSINESS HIRING, CAPITAL EXPENDITURES & CASH RESERVES

To decrease

4% - To i?gtr)/ease Next 12 months
0
100% -
Full-time 0/_ Net difference
employees +1 5 /0 (to increase — to decrease) 75% -
50% -
To decrease )
13% To increase @8 25%
¢ 27% £ 8
Capital 0/_ Net difference E’ % 0%
expenditures +1 3 /0 (to increase — to decrease) % %
25 25%
s
To decrease -50% -
18% To increase
35% — EXcess cash reserves
Excess . -75% - - Full-time employees
0/_ Net difference : .
cash +1 7 /0 (to increase — to decrease) ——Capital expenditures
reserves -1 00% T T T T T T T T T T T T
2009 2011 2013 2015 2017 2019 2021

Q: During the next 12 months, do you expect your company’s...
$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)
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The COVID-19 pandemic appears to have had little impact on long-term growth

expectations
SMALL BUSINESS FIVE-YEAR EXPECTATIONS

7% 0
i

16%
8%
-
13% e
24%
34%
31% ° 32% 26% 30% S
32% 26% 30% ?
55% .
44% A 42% 35% 38%
40%
7% 6% 5% 7% 2% 1%
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 5 years, what plans do you have for your business?
$100K-<§10MM

BusinessPulse Second Quarter Trending Data

Live Oak BusinessPulse
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m Reduce size

Maintain current level

= Modest growth

= Dramatic growth
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Middle market net difference change from the second quarter of 2020

(next 12 months) kﬂ ﬂ

Total middle Commercial banking Corporate banking
market ($10MM-<$50MM) ($50MM-<$500MM)

AN TT%

Overall financial condition

A T5%

A\ +82%

AN 20%

Prices

A +36%

A +55%

AN +84%

Sales

AN +81%

N +95%

A 66%

Profits

A +62%

A +82%

AN +52%

Full-time employees

N +49%

A +65%

AN +59%

Capital expenditures

I\ 5%

A\ +69%

AN +58%

Excess cash reserves

A +59%

= change <5%

= change 5%-10%
= change 11%-15%
= change 16%+

Q: During the next 12 months, do you expect your company’s...
$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Most middle market companies expect improved sales and pricing increases
over the next 12 months

To decrease

3% |
To
Pri increase
rices 55%
To decrease
10% ¢l
Sales To
increase
62%
To decrease
17%
To
. increase
Profits 519

MIDDLE MARKET PRICES, SALES & PROFITS
Next 12 months

= Prices
- Sales
— Profits after taxes

100% -
0/_ Net difference
+52 /0 (to increase — to decrease) 75% -
_50% -
@
g 9
g S 25% -
O ©
= o
0/_ Net difference €7 oo
+52 /0 (to increase — to decrease) % % 0% /
® 9
Z 2.25% -
o
-50% -
0/_ Net difference -75% 1
+34 /0 (to increase — to decrease)
-100% T T T T
2009 2011 2013

Q: During the next 12 months, do you expect your company’s...

$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)

2015

2017 2019 2021
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Middle market companies anticipate the need to “staff-up”

MIDDLE MARKET HIRING, CAPITAL EXPENDITURES & CASH RESERVES
Next 12 months

To decrease

8%
0‘ To

increase 100% 1
Full-time 40% 0/_ Net difference
employees +32 /0 (to increase — to decrease) 75% A
__50% -
To decrease a
12% To 8 § 25% -
increase [T
Capital 34% 0/ Netdi o <
. et difference L= 0
expenditures +23 /0 (to increase — to decrease) % % 0%
® 9
Z 2.25% -
To decrease 2
14% _To 50% -
increase - Full-time employees
34% : ;
Excess +21 0/ Net difference 75% | Capital expenditures
cash (1] (to increase — to decrease) - EXcess cash reserves
reserves
'1 00% T T T T T T

2009 2011 2013 2015 2017 2019 2021

Q: During the next 12 months, do you expect your company’s...
$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Long-term growth expectations were flat from 2020

MIDDLE MARKET FIVE-YEAR EXPECTATIONS

o 0, o
% 4% 6% 0 3%, 3% 2% 2% 59 2%

16% 3 10% m Divest ownership
— 10, 12% ° 12% 16% 14% 22%
17%
m Reduce size
B50, o 68% 69% : Maintain current level
68% 67% ° e 67% e 550, 60%
= Modest growth
= Dramatic growth
8% 0% 1% 11% 13% 8% 11%
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 5 years, what plans do you have for your business?
$10MM-<$500MM
BusinessPulse Second Quarter Trending Data
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Credit outlook
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Micro businesses ($100K-<$500K) continued to be least likely to participate in
the PPP, even after two rounds of funding

APPLICATIONS FOR GOVERNMENT RELIEF PROGRAMS

Small Business Middle Market

($100K-<$10MM)  ($10MM-<$500MM) 68% 0%
PPP 35% 67%
Non-PPP 0 Py
SBA Loan 9% 5%
Main Street
Lending <1% 1%
Program

PPP Non-PPP SBA Loan Main Street Lending Program
= $100K-<$500K = $500K-<$2.5MM = $2.5MM-<$10MM = $10MM-<$50MM = $50MM-<$500MM

Q: During the last 12 months, has your company applied for additional credit or loans from a financial institution, including any government programs
through a financial institution such as the Paycheck Protection Program (PPP)?
BusinessPulse 2Q2021 Data
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Need for bank loans was reduced in the second quarter of 2021

NEED FOR BANK LOANS

50% - PAST 12 MONTHS 509 - NEXT 12 MONTHS
30% - 30% -
= 12% B
Q3 o 3
2 810% - © 5 10% {6%
2o e
o° S =09
% -é > % ! <1O
T 2 © § ° -2%
whd o vt
g fo% - 119 2 510% -
< 15% & -14%
-30% - -30% -
Small business ($100K<$10MM) e Vid dle market ($10MM-<$500MM)
e Middle market ($10MM-<$500MM) Small business ($100K-<$10MM)
‘50% T T T T T T T T T T T T '50% T T T T T T T T T T T T
2009 2011 2013 2015 2017 2019 2021 2009 2011 2013 2015 2017 2019 2021

BusinessPulse Quarterly Trending Data (2" quarter)
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Small business demand for additional credit remained elevated and
concentrated in the upper end of the market

SMALL BUSINESS APPLICATIONS FOR ADDITIONAL CREDIT
Past 12 months

CHANGE FROM 2Q2020

ADDITIONAL CREDIT APPLICATION TREND “
Including government relief

69% 2Q2021
53%

58%

46% 48%
41%

20%

18%
14%
13% 13% ° 2Q2020

% Applied for additional credit

§i

Micro business  Small enterprise Business banking
($100K-<$500K) ($500K-<$2.5MM)  ($2.5MM-<$10MM)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the last 12 months, has your company applied for additional credit or loans from a financial institution, including any government programs

through a financial institution such as the Paycheck Protection Program (PPP)?
$100K-<$10MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Additional credit demand in the small business market continued to be
dominated by government relief programs

$100K-<$10MM

SMALL BUSINESS
CREDIT APPLICATION OUTCOME

17%

Expect not to be
approved

83%

Full approval

Did not
apply for
credit
54%

45%

Applied
for credit
46%

12%

No current need Partial approval

for credit

38%

Company does not
borrow

5%

Denied

*Base: those that applied for additional credit
BusinessPulse 2Q2021 Data

Live Oak BusinessPulse

44

> > Secured short-term loans

> >

TYPE OF ADDITIONAL CREDIT
ATTEMPTING TO ACQUIRE*

Government relief
program

Unsecured short-term
loans

Term loans (>1 year)

Equipment leasing

Commercial real estate

Powered by BARLOW RESEARCH ASSOCIATES, INC.



Expectations to apply for additional credit decreased after growth in the first
quarter of 2021

SMALL BUSINESS EXPECTED APPLICATIONS

Next 12 months

m Expect to apply or are not sure

= Expect to apply
49%
40%
37% 36% 37%
32% 33% 31% 32% | 31%
29% 30% 29% b A
26% ° 26% [l 27% 28% oo 26% 27% 21% , . 28% 27% 26% 257 I 550, 2 o opor  26%
019, . 24% 24% 24% 50, go/
°19% ° D%
149 | 15% 5 15% 6%
12% 112% 3% 12% 20 [13% 2%
I-EE'III (o[

2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 12 months, do you expect your company to apply for additional credit or loans from any financial institution?
$100K-<§10MM

BusinessPulse Quarterly Trending Data (2" quarter)
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Demand for additional credit remained elevated in the middle market

MIDDLE MARKET APPLICATIONS FOR ADDITIONAL CREDIT

Past 12 months

CHANGE FROM 2Q2020

ADDITIONAL CREDIT APPLICATION TREND

- Including government relief 75% 74%
=
5 66%
= 2Q2021
c
S
E
E A
)
O
ks 32% 32%
2 T 29% 30% 2Q2020
<
2
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 R A

Q: During the last 12 months, has your company applied for additional credit or loans from a financial institution, including any government programs
through a financial institution such as the Paycheck Protection Program (PPP)?

$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)
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Nearly all middle market demand for additional credit was for a government
relief program

MIDDLE MARKET TYPE OF ADDITIONAL CREDIT
CREDIT APPLICATION OUTCOME ATTEMPTING TO ACQUIRE*

Government relief program
13% 96% 44

Expect not to be Full approval
approved Term loans (>1 year) 10%

560/0 a?)i;yn?;r Applied 4% > > Secured short-term loans 9%

credit for credit
;\(l)? é:ruer(r;;nt need 28% 72% Partial approval

Unsecured short-term loans 7%

31%

() Equipment leasing 6%
Company does not <1 /o > > o

borrow Denied

Commercial real estate 2%

$10MM-<$500MM
*Base: those that applied for additional credit
BusinessPulse 2Q2021 Data
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Middle market expectations to apply for additional credit remained relatively flat

from the previous quarter

MIDDLE MARKET EXPECTED APPLICATIONS
Next 12 months

m Expect to apply or are not sure

= Expect to apply
54%
40% 42% 40% 39%
36% 35% o, 34% 35% a4 349, TR 3% 350,36% > 34% 330 5% 36% 34% g 35%
(] (] 0 0
319 33% * 7 329 31% 31% 319%32% 0330 2o, 1% 22 |
P5% 5% P4 o R4% P4% DA% DAY DAY,
2% P2% b9, 23% 3% 20/ 3%
ii i | ' '

2013 2014 2015 2016 2017 2018 2019 2020 2021

Q: During the next 12 months, do you expect your company to apply for additional credit or loans from any financial institution?
$10MM-<$500MM
BusinessPulse Quarterly Trending Data (2" quarter)
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5 Second quarter 2021 proprietary data




Government relief programs such as the PPP made approximately half of small
business more confident in their finances and allowed them to avoid layoffs

SMALL BUSINESS % Agree strongly/
IMPACT OF GOV'T ASSISTANCE SUCH AS PPP Agree somewhat

Made me feel more confidentin our 0 o o 0
business finances 7% | 8% 32% 52 /0

Allowed us to avoid laying off
employees 7% | 8% 37% 48%

Helped us avoid permanently closing

s 31%

m Agree strongly = Agree somewhat mDisagree somewhat mDisagree strongly No opinion

Q: During the last 12 months, government relief programs such as the Paycheck Protection Program (PPP)...
$100K-<§10MM

BusinessPulse Second Quarter 2021 Data
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Government relief programs such as the PPP were particularly successful in
the middle market

MIDDLE MARKET % Agree strongly/
IMPACT OF GOV'T ASSISTANCE SUCH AS PPP Agree somewhat

Made me feel more confidentin our 0 0 o 0
business finances 6% | 7% 13% 73 /0

Allowed us to avoid laying off
employees e 7% 7 71%

Helped us avoid permanently closing

e 33%

m Agree strongly = Agree somewhat mDisagree somewhat mDisagree strongly No opinion

Q: During the last 12 months, government relief programs such as the Paycheck Protection Program (PPP)...
$10MM-<$500MM

BusinessPulse Second Quarter 2021 Data
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Methodology

This Live Oak BusinessPulse report

contains data from surveys conducted in Fielding
the first quarter of 2021 by Barlow
Research, involving a sample of 461 small
businesses and 381 middle market
companies. Companies surveyed include
all SIC categories except depository
institutions, U.S. postal services, private Respondents
households, bank holding companies and

commercial non-physical research. (All Resp. Rate
Pulse Survey respondents previously

participated in Barlow Research’s small Max Error Factor
business or middle market banking (a1 95% confidence interval
surveys.)

Weighted

April 1 —April 20, 2021
By geography and sales volume

Small business Middle market

($100K-<$10MM) ($10MM-<$500MM)
461 381
40.4% 33.5%
+4.56% +5.02%
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