PYIWNTS

COVID-19 SERIES

B MAY 2020

PYMNTS.com

NAVIGATING THE COVID-19 PANDEMIC

COVID-19

PANDEMIC

WEAGATIOG TaE

CcoviD-19

MARCH 18 MARCH 26 APRIL 9 APRIL 22

How Consumers Are Life On Lockdown How The Paycheck-To-Paycheck The Post-Pandemic Reset
Reorganizing Their Lives Economy Is Beginning

In The Wake Of The Outbreak To Buckle

MAIN STREET ON LOCKDOWN

LAY
SIHEET

%

APRIL 2 APRIL 16
How SMBs Are Coping The COVID-19
With The Economic Fallout Cash Chasm
Of COVID-19

REINVENTING

THE ROAD TO RECOVERY
PYMNTS.com

PYMNTS.com is where the best minds and the best content meet on the web to learn about “What’s Next” in payments and
commerce. Our interactive platform is reinventing the way in which companies in payments share relevant information about
the initiatives that shape the future of this dynamic sector and make news. Our data and analytics team includes economists,
data scientists and industry analysts who work with companies to measure and quantify the innovation that is at the cutting

edge of this new world.
*The Main Street On Lockdown survey was taken between April 17 and April 20, 2020.
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INTRODUCTION

The United States government approved $3
trillion in COVID-19 pandemic relief funding
by April 24, much of which has been devoted
to economic stimulus packages to keep
small and mid-sized businesses (SMBs)
open and their workers employed.” It is be-
coming clearer as the outbreak progresses,
however, that temporary financial assistance
will likely not be enough to save Main Street
businesses from long-term financial insta-
bility — or even permanent closure. Many
SMBs have thus looked to enact their own
reinvention plans and to prepare for whatev-
er economy will emerge once the contagion
risk subsides.

PYMNTS surveyed 190 SMB owners on
March 24 to gauge their efforts to keep their
operations afloat amid mounting econom-

ic uncertainty, and we queried another 502
SMBs on April 6 to see how the pandemic
was affecting their financial stability at that
point. Our April 20 survey of 437 SMBs goes
one step further, examining just how many of
these changes are likely to become perma-
nent fixtures in the post-pandemic landscape
— and why financial recovery may require full-
scale reinventions for many businesses.

We have surveyed more than 1,000 U.S. SMB
owners to date as part of our Main Street On
Lockdown report series, and the Reinventing
The Road To Recovery edition presents the
latest findings from our extensive research. It
aims to determine why 67.9 percent of SMBs
are intent on sticking to their pre-pandemic
business models in a post-pandemic market.

' Author unknown. Coronavirus: Congress passes $484 billion economic relief bill. BBC. 2020.
. Accessed May 2020.


https://www.bbc.com/news/world-us-canada-52398980
https://www.bbc.com/news/world-us-canada-52398980
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PPP LOANS ARE NOW THE MOST POPULAR
FINANCIAL LIFELINES FOR SMBs.

FIGURE 1: SMBs’ ATTEMPTS TO SOFTEN THE PANDEMIC’S IMPACTS
Share that had taken select measures to mitigate the pandemic’s financial effects

Source: PYMNTS.com | May 2020

More SMBs are turning to federal Paycheck Protection Program (PPP) loans to
stabilize their businesses in the face of economic uncertainty. Forty-one percent
of all SMBs applied for these loans by April 20, compared to the 36.8 percent that
reduced their employees’ payroll and the 18.1 percent who stopped paying their
monthly bills. Our April 6 survey found that 38.4 percent of SMBs were reduc-

ing payrolls, meaning that PPP loans have surpassed payroll cuts to become the
single most common way in which owners are working to keep their businesses
afloat amid the pandemic.

We noticed a sharp decline in the share of SMB owners applying for regular U.S.
Small Business Administration (SBA) loans, however, with 32.7 percent doing so
by April 6 but just 25.2 percent doing so by April 20. The share of SMB owners who
were not taking any actions to mitigate the pandemic’s impacts also decreased
during the same period, from 32.5 percent to 24.3 percent. We saw notable drops
in the shares of SMB owners who were not paying their bills and making rent pay-
ments, as well.

| have not taken Other Not paying Not paying rent Not paying Apply for a regular Reduce payroll Apply for a PPP
any action suppliers maonthly bills SBA loan loan
mApril 6 m April 20
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MOST PPP LOANS HAVE BEEN ISSUED
TO FINANCIALLY STABLE SMBs.

Stable SMBs that were weathering the pandemic’s impacts better than their unsure
or unstable counterparts were the most likely to have applied for and received PPP
loans. We found that 43.2 percent of SMBs owners who are sure their businesses
will survive the pandemic have been granted PPP loans. This compares to 30.3
percent of SMB owners who do not think their operations will survive who have
received such loans, and 10.7 percent who are unsure who have received them.

SMBs with greater annual revenues are also likelier to receive PPP funding. Our re-
search shows that 42.4 percent of SMBs generating $2.5 million or more in annual
revenues filed for and received PPP loans, as did 36 percent of those earning
between $1 million and $2.5 million annually. This compares to just 18.2 percent of
those generating between $250,000 and $500,000 in yearly revenues that applied
for and received such loans.

PYMNTS.com
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FIGURE 2: WHICH SMBs HAVE APPLIED FOR AND RECEIVED PPP LOANS
Share of SMBs that have filed loan applications, by application status

Source: PYMNTS.com | May 2020

35.6%
31.1% 30.5%
2.8%
| have applied and my application was My application has been filed, but | | have been approved, but | have not | have applied and | have received
denied. have not yet been approved. yet received funds. funds from the loan.
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THE HAVES AND HAVE NOTS

FIGURE 3: WHICH SMBs HAVE APPLIED FOR AND RECEIVED PPP LOANS
Share of SMBs with select loan application statuses, by financial stability

44.6%
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| have applied and my application was My application has been filed, but | | have been approved, but | have not
denied. have not yet been approved, yet received funds.
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Source: PYMNTS.com | May 2020

| have applied and | have received

funds from the loan,

FIGURE 4: WHICH SMBs HAVE APPLIED FOR AND RECEIVED PPP LOANS
Share of SMBs with select loan application statuses, by annual revenues

Source: PYMNTS.com | May 2020
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A MAJORITY OF SMB OWNERS
RELIED ON NATIONAL BANKS
TO HANDLE THEIR PPP APPLICATIONS.

FIGURE 5: SMBs’ USE OF SELECT FIs TO FACILITATE PPP APPLICATIONS
Share who applied or would apply for loans using select types of Fls

Source: PYMNTS.com | May 2020

The majority of SMB owners in our April 20 survey sought out national and region-
al banks when submitting their PPP applications. Our research indicates that 39.3
percent of SMB owners who successfully applied for PPP loans relied on national

38.9% -0%39.3%

banks to do so, while 27 percent turned to regional banks and 17.4 percent used
local and community banks.

Even SMB owners who had not applied for PPP loans were most likely to turn to
national and regional banks to do so, with 38.9 percent saying they would rely on

the former and 16.2 percent the latter. We also saw a considerable gap between

the share of SMB owners who said they would like to apply through credit unions
(CUs) and the share who did, with 18.6 percent of those who had not applied
saying they would like to use CUs and just 5.1 percent of those who applied saying
they did.

Other Digital-only bank Credit union Local/community Regional bank National bank
bank

m Institution through which you would consider applying for a PPP loan
= Institution through which you attempted to apply for a PPP loan

m Institution through which you successfully applied for a PPP loan

PYMNTS.com
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MOST BUSINESSES THAT APPLIED FOR PPP LOANS
DID SO TO REOPEN THEIR DOORS
AND KEEP THEIR WORKERS EMPLOYED.

Our research shows that 44.6 percent of SMB owners who applied for PPP loans
did so to keep their employees and reopen their businesses, while 24.9 percent
needed the additional funding to survive the pandemic and another 24.9 percent
sought added cash cushions. We found that another 4 percent were unsure about

whether they would need the funding but applied as a precaution.

Firms uncertain about whether they would survive the pandemic were the most
likely to apply for PPP loans to keep employees and reopen, with 51.8 percent of
unsure SMBs that applied citing this as a reason. This compared to 44.3 percent
of stable SMBs that filed for loans and said the same.

PYMNTS.com
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FIGURE 6: SMBs’ REASONS FOR APPLYING FOR PPP LOANS
Share that cited select reasons for seeking PPP loans

Source: PYMNTS.com | May 2020

44.6%
24.9% 24.9%
4.0%
1.7%
Other | do not know if | will need a My business is stable, but a My business will not survive The PPP loan will allow me
PPP loan, but | wanted to PPP loan provides a cash if | do not get a PPP loan.  to keep my employees and
apply justin case. cushion in case my business reopen my business.
is affected down the road
Share that cited select reasons for seeking PPP loans, by financial stability

51.8%

Other | do not know if | will need a My business is stable, but a My business will not survive The PPP loan will allow me
PPP loan, but | wanted to  PPP loan provides a cash  if | do not get a PPP loan. to keep my employees and
apply just in case. cushion in case my business reopen my business.
is affected down the road.

mUnstable m Unsure m Stable
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FIGURE 7: SMB OWNERS’ REASONS FOR AVOIDING PPP LOANS?3
Share who cited select reasons for not applying

PPP LOANS’ TERMS ARE UNCLEAR TO MANY SMBs.
A SIZABLE SHARE EVEN INDICATE THAT

Source: PYMNTS.com | May 2020

My business has never had debt and | do not want any now. -- .! 29.6%
THEY THINK THE LOANS MUST BE REPAID.?
| do not understand enough about PPP loans to feel comfortable applying for one. | 17.3%
| am not comfortable accepting government aid. 16.5%
The simple availability of PPP loans is often not enough to entice SMBs to apply My efviplayees ae better off being on trigmployment. | b
for them. Our research shows that 29.6 percent of SMB owners who did not apply : i
. . . . i a > whe r ild h if | 3 - hem.
for PPP loans listed concerns about incurring debt as a reason they did not do so. s i Ll | 15.8%
Not understanding enough about PPP loans to feel comfortable filing for them R
My bank has stopped accepting applications. | 12.7%

was SMB owners' second-most common reason to forgo applying, cited by 17.3

percent. Another 15.8 percent said one reason they did not file was because they

| have a better chance of staying in business if we stay closed and start from scratch

L Sy c N 1.5%
were unsure whether they would have to repay the loans, further highlighting a onGE P ScoPRy pRoIYER S—
lack knowledge about the offerings.
| did not meet my bank’s PPP criteria. 10.4%
Other factors SMB owners commonly cited for not applying included being un-
comfortable accepting any government aid, believing their employees were better Therme R RIRspe I eampicdeg BE%
off filing for unemployment and thinking their banks no longer accepted PPP ap- , |
. . My bank is unable to accept applications. 8.5%
plications. |
The PPP loan amount is not enough to cover the expenses of reopening my business. . 6.5%
Other 6.5%

The PPP proceeds will come too late for me to save my business. 5.0%
|

2 The Paycheck Protection Program Information Sheet, distributed by the Department of The Treasury, clarifies that any funding obtained
through the PPP program need not be repaid as long as participating businesses abide by two stipulations. First, proceeds must be “used to
cover payroll costs and most mortgage interest, rent, and utility costs over the eight-week period after the loan is made.” Second, “employee
and compensation levels” must be “maintained.”

2 Respondents were asked to select any of the 13 factors listed above as reasons for which they chose not to apply for PPP loans.

PYMNTS.com
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SEVEN OUT OF 10 SMBs
PLAN TO OPERATE EXACTLY AS THEY DID
BEFORE THE PANDEMIC ONCE IT PASSES.

The majority of SMB owners see the pandemic as a temporary issue requiring
short-term operational changes rather than fundamental shifts in their business
models. Our research shows that 38.4 percent of all SMB owners have made
some changes to their normal operations to weather the pandemic but planned to
go back to business as usual once it passed. Another 29.5 percent said they were

forced to shutter their businesses but that they intended to reopen and run them
exactly as they had once the contagion risk ended.

Some SMBs planned to institute permanent operational changes after the out-
break, but they were in the minority. Our survey indicates that 26.3 percent of SMB
owners aimed to keep some of the adjustments they have made, and 5.7 percent
planned to maintain all of them.

PYMNTS.com
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FIGURE 8: SMBs OWNERS’ POST-PANDEMIC BUSINESS PLANS
Share who indicated willingness to alter their operations in select ways once the crisis is over

Source: PYMNTS.com | May 2020

38.4%

29.5%

26.3%

5.7%

| will maintain all the changes | have | will maintain some of my changes | was forced to shut down during the | have made changes, but | will return
made after the outbreak has passed outbreak, but | will reopen when | can to the way | operated before the
and operate as | did before outbreak

© 2020 PYMNTS.com All Rights Reservec
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FIGURE 9: HOW SMB OWNERS PLAN TO CHANGE THEIR RELIANCE ON IN-STORE SALES
Share who plan to make select changes in the wake of the outbreak

SMBs THAT RELIED ON IN-STORE SALES
WERE THE MOST INTENT ON

Source: PYMNTS.com | May 2020

34.8%
GOING BACK TO BUSINESS AS USUAL. e
Our research shows that 66.4 percent of SMB owners expected to generate more
online sales after the COVID-19 outbreak than they did beforehand, with 34.8
percent saying they will rely “‘somewhat more” on such sales and 31.6 percent 0%
reporting they will rely “much more” on them. We found that 30.7 percent of SMB —— = == . : a— —rr—— !L—
I will rely much more on onling | wi rely somewhat more on online | will rely on in-store sales at the | will rely on in-store sales more

owners be”eved they WOUld have the same |eV€| Of dlgltal re“ance as they had m sales than | did before the outbreak sales than | did before the outbreak same level as before the outbreak.  than | did before the outbreak.

the past, however, while 3 percent said they would rely more on brick-and-mortar
sales in the future.

The SMB owners who believed in-store sales would be at least as crucial after Share who plan to make select changes in the wake of the outbreak, by portion of sales generated in stores
the pandemic passed were often the most heavily or even exclusively reliant on

brick-and-mortar sales. Our survey shows that 61.5 percent of those who relied

exclusively on in-store sales for their revenues believed they would be able to con-

tinue operating that way even after the pandemic ended. This compared to only 61.5%

18.6 percent of SMBs that relied on in-store sales for between 25 percent and |

50 percent of their revenues. These findings show that some firms will seek to

. Q0 1 7.8%
operate as they did before — regardless of the COVID-19 pandemic’s long-term s
impacts on the U.S. economy — because they were already heavily invested in
doing so. It remains to be seen whether this strategy will prove successful. ! _—
10.3% 10.8%
5.1% .
| will rely much more on online | will rely somewhat more on online 1 will rely on in store sales about | will rely on in store sales more
sales than | did before the outbreak sales than | did before the outbreak the same as | did before the than | did before the outbreak
outbreak
mAll sales made in stores = Between 75 percent and 99 percent of annual sales made in stores
Between 50 percent and 75 percent of annual sales made in stores Between 25 percent and 50 percent of annual sales made in stores

Less than 25 percent of annual sales made in stores

PYMNTS.com
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ONLY FOUR OUT OF 10 SMBs WILL DOWNSIZE
THEIR BRICK-AND-MORTAR PRESENCES AFTER THE
PANDEMIC, EVEN THOUGH THE MAJORITY BELIEVE

THEY WILL BE MORE RELIANT ON DIGITAL SALES.

Some SMB owners planned to adapt to the post-pandemic world by reducing their
brick-and-mortar footprints, with 38 percent saying they intended to reduce the
amount of space they devoted to physical stores. Our research indicates that 23.8
percent of all SMB owners aimed to maintain their brick-and-mortar presences
in the future but reduce their reliance on in-store sales. This seems counterintu-
itive, as the majority of businesses expected to be more reliant on digital sales
going forward. Only 11.7 percent of SMB owners planned to rent less space for
their physical stores despite this, while just 2.5 percent aimed to eliminate their
brick-and-mortar presences. Sixty-two percent planned to maintain their physical
locations and use them as they had before the pandemic. These trends indicate
a strong desire to maintain current operations, even if doing so runs contrary to
financial expectations.

SMBs that had been more reliant on in-store sales before the pandemic were also
more likely to say they would maintain their brick-and-mortar operations after it
was over. We found that 76.9 percent of SMB owners whose businesses gener-
ated all sales in stores said they would keep their brick-and-mortar locations and
use them just as they had before the outbreak. Only 54.1 percent of firms that
generated less than 25 percent of their annual sales in stores said they would run
their stores just as they had before the pandemic, however.

PYMNTS.com
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FIGURE 10: SMB OWNERS’ POST-PANDEMIC PLANS FOR THEIR BRICK-AND-MORTAR OPERATIONS
Share who plan to make select changes in the wake of the outbreak

Source: PYMNTS.com | May 2020

62.0%
23.8%
11.7%
! 2.5%
| will continue to maintain my | will maintain my physical location | will reduce the amount of physical | will get rid of my physical location
physical location and use it as but not rely on it as much for space | rent

before customer sales

Share who plan to make select changes in the wake of the outbreak, by portion of sales generated in stores

76.9%

17.9%

16.2%
8.1%
2.6% 2.6% 2.7%

L
| will continue to maintain my I will maintain my physical location | will reduce the amount of physical | will get rid of my physical location
physical location and use it as but not rely on it as much for space | rent

before customer sales
mAll sales made in stores mBetween 75 percent and 29 percent of annual sales made in stores
Between 50 percent and 75 percent of annual sales made in stores Between 25 percent and 50 percent of annual sales made in stores

Less than 25 percent of annual sales made in stores
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CONCLUSION

Change is never easy, but COVID-19 has made it an impera-
tive. Main Street SMBs have taken drastic measures to survive
the outbreak, and many are reinventing themselves to endure
and thrive in a post-pandemic world. Many are planning to
scale back on their brick-and-mortar locations and in-person
workforces while shifting employees to remote locations and
expanding their digital capabilities. Some have been resistant
to make any operational changes, however, let alone those
that might be necessary in a post-pandemic market. It is not
yet clear whether truly large-scale changes will be necessary,
but all indicators suggest that resisting them is a risk many
SMBs cannot afford.

COVID-19

METHODOLOGY

PYMNTS issued a survey to 437 SMBs on April 20 as a
follow-up to its March 24 and April 6 surveys, which ex-
amined how small U.S. firms were coping with cash flow
shortfalls amid the COVID-19 pandemic. SMBs in our
sample hailed from many industries, with our analysis
focusing on those in the construction, manufacturing,
professional services, retail and technology sectors.

© 2020 PYMNTS.com All Rights Reserved



DISCLAIMER

The Main Street On Lockdown report may be updated periodically. While reasonable efforts are made to keep the content
accurate and up to date, PYMNTS.COM: MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR
IMPLIED, REGARDING THE CORRECTNESS, ACCURACY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE
OF OR RESULTS THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT WILL SATISFY
YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE" BASIS. YOU
EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS.COM SHALL HAVE NO LIABILITY
FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD
TO THE CONTENT, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION OF CERTAIN
WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO NOT APPLY. PYMNTS.COM RESERVES THE RIGHT AND
SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY
OF THE CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS.COM SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL NOT BE LIABLE
FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR DAMAGES FOR LOST PROFITS, LOSS
OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE
IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS.COM HAS
BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY FOR INCIDENTAL OR
CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE LIMITATIONS DO NOT APPLY. THE ABOVE
DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY PYMNTS.COM AND ITS PARENTS, AFFILIATED AND RELATED
COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS,
EMPLOYEES, AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS.COM is the property of PYMNTS.COM and
cannot be reproduced without its prior written permission.
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