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New Hampshire small business lending
November 2010

There are 5,137 New Hampshire homes in foreclosure and we face devastating cuts to vital services to plug a projected $X million hole in the upcoming 2011-12 budget. 

But the number that drives all the others is this one: 13,500 New Hampshire’s jobs have been lost since 2008. But lending to the small businesses that can lead New Hampshire’s economic recovery has collapsed. 

Here’s why: Taxpayer-funded buyouts in the banking industry has concentrated more than 61% of New Hampshire deposits in the hands of three out-of-state banks—Citizens/RBS, TD Bank, and Bank of America.
In spite of unprecedented taxpayer designed to drive lending to small businesses, these giant banks are uninterested in quality small business lending.
No lending, no jobs
Total lending through the Small Business Administration’s (SBA) flagship 7(a) program for all lenders nationally dropped 35% since 2007. At Bank of America, the 95% decline in lending was nearly three times the national average. In fact, Bank of America cut its 7(a) lending more than any of the other leading banks.
In New Hampshire, Bank of America made 44 loans in 2007 through the SBA 7(a) program. In 2009, BofA made just one—a 98% decline.
New Hampshire Mutual made 131 SBA 7(a) loans in New Hampshire in 2007, but after its acquisition of the bank, JPMorgan Chase made just 26 in 2009.

Predatory small business lending in New Hampshire
According to ‘My Own Small Business’, a nonprofit organization that works with small business entrepreneurs, credit cards typically charge small businesses 16-23% in interest, whereas SBA loans typically have 7-9% interest rates.


Bank of America is increasingly pushing New Hampshire small businesses into credit cards rather than giving them quality SBA 7(a) loans.  In 2009, 96% of the bank’s small business borrowers had been pushed onto credit cards.

Bank of America’s New Hampshire small business lending 2005 – 09 by number of loans
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[Flood, followed by drought
BofA pushed out quick loans in the go-go years of 2005-07. From FY 2006 through FY 2008, over 95% of Bank of America’s SBA 7(a) lending was through the SBA Express program.
Bank of America lowered its underwriting standards for small businesses in order to write more loans, bragging that even “businesses that had existed for one day” could get a loan, rather than two years as previously required. Bank of America also offered a “no-doc” option for loans of up to $50,000.

This is reminiscent of the mortgage crisis which costs governments as much as $35,000 for each empty home they maintain--a $180 million drain on taxpayers across New Hampshire.  Big banks are not doing their part to stop foreclosures. Banks have permanently modified only 2,203 mortgages in New Hampshire.  Statewide, only 0.5% of all HAMP-eligible homeowners have received either a trial or a permanent modification.

New Hampshire residents are paying other ways. They paid an estimated $137 million in overdraft fees to banks in 2009.  In just two years between 2006 and 2008, overdraft fees shot up a striking 35%. Across the country, Americans now pay more in overdraft fees than the actual amounts by which they overdraw their accounts.]
