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lenders explain.

By Michael E. Kanell
The Atlanta Journal-Constitution
Tuesday, July 07, 2009

Gus Von Brink is playing with house money —- but in his case, that is not a good thing.

In recent months, the owner of an Aamco franchise in Canton has been stymied in his efforts to get bank
loans to meet expenses and buy new equipment. Worse yet, his existing lines of credit got crimped.

“They said, ‘We are not going to loan you any more money than you'’ve already taken,” Von Brink recalled.
“And | asked why and they said, ‘Times have changed.” “

What changed, of course, was the economy and the financial system’s health.

Things will have to change again for the economy to recover. Millions of small businesses need to borrow
to expand, to hire, to improve or just to meet ongoing costs such as payroll.
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“Sales are not the same every week,” he said. “You need a loan to smooth things out. So | am basically
financing everything myself.”
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“They are in lending mode, but they are concerned about risk,” she said. “I think they are willing to lend but
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risk — and fuel small business growth —- by guaranteeing loans up to certain amounts.

This year, the stimulus package included a new program called America’s Recovery Capital, in which bank
loans up to $35,000 are guaranteed by the SBA.

Terri Denison, state director for the SBA, said loans have risen.

In the two months before the new program took effect, the SBA in Georgia guaranteed 126 loans, totaling
$48.9 million, she said. In the two months after, it guaranteed 171 loans amounting to $67.3 million.

Borrowers include accounting companies, temporary help services, restaurants, day care centers,
professional services and even a couple of construction companies, she said.

“Across the state there’s an increase in activity,” Denison said.

But David Raynor, director for the National Federation of Independent Business in Georgia, said banks
aren’t exactly leaping to make loans, regardless of SBA programs.

“What our members have been finding is that banks are not incentivized to create the loans,” he said.
Some lenders don't like the SBA program because loans are structured so that profits are low compared

with conventional loans.

Some small business people note that getting loans can be a major issue even in good times, so it's a fact
of life that it will be tough now.

Audrey Harrelson, co-owner of Wild Birds Unlimited in Peachtree City, opened her 2,400-square-foot store
five years ago. It now has four part-time employees.

Even then she and her husband couldn’t get a loan without using family resources as security.

“I was absolutely appalled when we went to the bank where we’d financed our house and they just blew us
off,” she said. “And at that point, the money was flowing.”
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