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The Opportunity Finance Network CDFI Market Conditions Report is a quarterly publication based on
quarterly surveys of community development financial institutions (CDFIs). Opportunity Finance Network
began conducting these surveys in October 2008 to better understand the im pacts of tight credit markets
and the economic downturn on the opportunity finance industry. Each report provides a near -real-time
view of market conditions and CDFI responses, analysis of regional and financing sector differences as
well as by asset size, and analysis of important trends. These data can assist CDFIs and investors aliketo
plan for the future.

This report presents the results of the third consecutive quarterly CDFI Market Conditions Survey
conducted in May 2009 and covering the first quarter (Januaryi March) of 20009.

EXECUTIVE SUMMARY

The first quarter of 2009 was a period of continued economic decline. A few national statistics provide
context for the challenging environment that respondents to the first quarter 2009 CDFI Market
Conditions Survey operated within. In the first quarter, the national unemployment rate rose from 6.9%
in the fourth quarter of 2008 to 8.1% in the first quarter of 2009.> The percentage of FDIC-insured
i nst i tloansiandnleages 30 or more days past due rose to 5.8%, up from 4.49% in the fourth
quarter of 2008, with the 90 day -plus nonaccrual rate at its highest since 19912 In addition, the
percentage of mortgages in foreclosure ticked up by 55 basis points to 3.85% and the delinquency rate
for loans on one-to-four-unit mortgages rose by 126 basis points to a seasonally adjusted 9.14%, making
this the highest of any year since 1972.3

In this environment, demand for CDFI financing continued to rise. As in the fourth quarter of 2008, more
than half of the 106 CDFIs that participated in the first quarter 2009 CDFI Market Conditions Survey
reported an increase in the number of financing applications received. New originations did not keep pace
with demand due to liquidity constraints and intensified due dilige nce, among other reasons. Unlike
conventional financing institutions, CDFI portfolio quality improved in the first quarter, with average
portfolio at risk falling from 11.1% at year -end 2008 to 9.2% in March 2009. Still, nearly half of CDFIs
increased their loan loss reserve ratio in the first quarter to manage higher levels of risk. Similar to the
fourth quarter, just over half of CDFIs are capital -constrained; however, one-third report that their access
to capital has improved, up from one -fifth in the fo urth quarter.

CDFlsexpect demand for financing to continue to increase. They expect continued operating and liquidity

challenges due to insufficient capital, fewer operating grants, increasing loan loss reserve ratios, and

higher cost of capital. At the same time, CDF|l s 6 outl ook on port tondiderablyqual i ty
since the fourth quarter, with many fewer expecting a decline and many more expecting quality to

remain constant.

Nearly all respondents are implementing strategies to respond to the changing market. They are
monitoring their loan portfolios more closely, providing more technical assistance to borrowers, and
adjusting risk ratings and reserves. They are reducing operating expenses and creating worst-case
contingency plan budgets. More than in the fourth quarter , CDFIs are conducting internal portfolio and
risk reviews. They are also developing new financing products to meet demand and to capitalize on the
availability of funding for neighborhood stabilization and green finance.

1 US Department of Labor, Bureau of Labor Statistics.

2 2.04% of loans and leases were 30 i 89 days past due and 3.76% were noncurrent, defined as 90 or more days past due or in

nonaccrual. Federal Deposit Insurance Corporation (FDIC) Quarterly Banking Profile

*Mortgage Bankers Associationés (MBA) National Delinquency Survey.
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I. NATIONAL RESULTS
The Respondents

A total of 106 institutions responded to the survey. A large number (92 institutions or 87 %) are loan
funds; six are credit unions, five are venture capital funds, and three are banks. Seventy-two percent of
respondents are OFN Members.Sixty-eight of the first quarter respondents also responded to the fourth
guarter survey and 25 responded to both the third and fourth quarter 2008 surveys. The 68 respondents
for the two most recent surveys are representative of the full sample for the first quarter in terms of
institution type, region, sector , and asset size We provide trend analysis using this subset throughout the
report. The subset of 25 respondents that responded to the three most recent surveys is not wholly
representative of the full sample and therefore, we do not include it in the body of the report; rather, we
attach it as Appendix F.

Respondens were distributed fairly uniformly across the four U.S. Census Bureau regions, plus one
respondent from Puerto Rico. See AppendixB for a list of states included in each region.

Figure 1. Number of Respondents by Headquarters Location

33 31
a0 28
25 73 23
20
15
10
3 1
I:I T T T T __|
South Mortheast Midwest West Puerto Rico

Slightly more than half (53 %) of the respondents serve primarily urban markets, 29% serve primarily
rural markets, and the remaining 18% serve both equally.
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Respondents provide a range of financing. Recognizing that many CDFIs offer more than one type of
financing, the survey requested the primary type. The largest primary sectors are business housing to
organizations, housing to individuals, and microenterprise. The remainder provides primarily commercial
real estate, community services, consumer, or other types of finance.

Figure 2. Number of Respondents by Primary  Financing Sector

Business 32

Housing to Organizations 21
Housing to Individuals 12
Microenterprise 12

Community Services/Facilities 9
Commercial Real Estate &
Other 6

Consumer 3

First Quarter 2009  Activity

Demand : Over half of the respondents (59%) experienced an increase in demand for financing in the
first quarter. Within that group, 15% reported an increase of 50% or more. Nearly one quarter (24%)
saw no change and 17% saw the number of applications decrease. The magnitude of the decrease was
less than 50% for all but four CDFIs.

Figure 3. Change in the Number of Financing Applications Received , 1% Q2009 (n=104 )
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Comparing the responses from the CDFIs that responded to the two most recent quarterly surveys, we
see a step up in the percentage of CDFIs experiencing increases in demand, while the percentage
reporting diminishing demand declined slightly.

Figure 4. Change int he Number of Financing Applications Received , 4" Q2008 and 1 ' Q2009
(n=67,66)
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Originations : Equal numbers of CDFIs reported increases, decreases and no change in the number of
originations in the first quarter. This is a slowdown from the fourth qua rter when nearly half (48%)
reported an increase in the number of originations. The reasons for originations not keeping pace with
demand are evenly distributed among capital constraints, tightened lending criteria, application quality,
and slower application processing time due to additional due diligence or staff resources diverted to
problem loans.

Figure 5. Change in the Number of Loans/Investments Originated , 1% Q2009 (n =106 )
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As shown in Figure 6, the flattening trend in originations holds tru e for the subset of 68 CDFlIs that
responded to both surveys.

Figure 6. Change in the Number of Loans/Investments Originated, 4™ Q2008 and 1 ' Q2009
(n=68,65 )
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Portfolio Quality : Like originations, increases in delinquenciesslowed in the first quart er. One-third of
respondents saw their loans 30 or more days past due increase in the first quarter of 2009. One-fifth
experienced declines. CDFls dtributed improvement s in portfolio quality to stronger collection efforts,
increased borrower monitoring, and borrowers making payments on delinquent accounts.

Figure 7. Change in Delinquencies, 1% Q2009 (n= 105)
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An analysis of the responses from the CDFIs that participated in the last two surveys reveals the
percentage experiencing an increase in delinquency slowing from 50% in the fourth quarter to 45% in
the first quarter. Those experiencing an improvement in portfolio quality increased from 14% to 19%.

Figure 8. Change in Delinquencies, 4" Q2008 and 1 ' Q2009 (n = 66, 67)
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Increases in workouts and extensions also slowed in the first quarter. Approximately forty percent (42 %)
of CDFIs had more loans/investments in workout in the first quarter.

Figure 9. Change in the Number of L oans/Investments in Workout, 1 ' Q2008 (n =105 )
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Figure 10 compares changes in workouts in the fourth and first quarters and shows the slowdown.

Figure 10. Change in the Number of Loans/Investments in Workout, 4™ Q2008 through
1% Q2009 (n= 68)
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One of the other ways that CDFIs manage troubled loans is by granting term extensions. Thirty eight
percent of respondents reported increases in the number of extensions granted during the first quarter,
while most (57%) granted the same number of extensions as in the previous quarter.

Figure 11.Change inthe N umber of Loans Given Term Extensions, 1 %' Q2009 (n =104 )
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An analysis of the subset of CDFIs that responded to this question in the fourth and first quarter surveys
reveals that significantly more (55%) respondents granted extensions during the fourth quarte r.

Figur e 12. Change in the N umber of Loans Given Term Extensions, 4 ™ Q2008 and 1 ' Q2009
(n= 66,67)
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To further mitigate the risk within their portfolios, nearly half (48%) of respondents increased their loan
loss reserveratio ($ loan loss reserve / $ loans outstanding).

Figure 13.Change in Loan Loss Reserve Ratio, 1 %' Q2009 (n =105 )
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Comparing the fourth and first quarters, we see that many more CDFlIs increased their loan loss reserve
ratio in the first quarter and fewer lowered it.

Figure 14.Change in Loan Loss Reserve Ratio, 4 " Q2008 and 1 ' Q2009 (n = 66, 67)
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Unlike the larger financial services industry, where portfolio quality weakened in the first quarter, CDF 1 s &
portfolio quality improved.* On average, as of March 31%, 9.2% of a C D F lloarsportfolio was at risk
(defined as the balance outstanding of loans with payments 30 or more days past due divided by total

loans oustanding), down from 11.1% at the end of the fourth quarter . Analysis of the subset of CDFls

that responded to the two most recent surveys shows similar results, with PAR dropping from 10.3% in

the fourth quarter to 9.2% in the first quarter. Among all FDIGinsured institutions, the aggregate
portfolio at risk (PAR)jumped by 81 basis points during the same period.®

Breaking the CDFIdata down into aging categories, it is notable that the 90 plus days category continues
to be the largest portion at risk. This finding holds true for the subset of CDFIs that responded to the
fourth and first quarter surveys. It also holds true for all of the first quarter breakouts provided in the
regional and sectoral sections of this report except for two -- Microenterprise and one-to-four family
housing -- indicating persistent delinquency and the likelihood of more write -offs among nearly all groups
of CDFls.

Table 1 shows portfolio at risk for all respondents as well as for respondents that reported increasing,
decreasing or no change in delinquency in the first quarter. Whereas last quarter the generally stronger
CDFls experiened an increase in portfolio at risk, this quarter the situation has normalized: those who se
delinquency is increasing have the highest rate (11.6%) and those whose delinquency is decreasing have
the lowest rate (6.9%).

Table 1. Average Portfolio at Risk, 1% Q2009

30-60 | 60-90 90+ Total

n days days days PAR
All Respondents 94| 2.7% 1.8% | 4.7% 9.2%
Respondents reporting increased delinquency 34| 3.3% 26% | 5.7% 11.6%
Respondents reporting decreased delinquency 19| 2.3% 1.0% | 3.5% 6.9%
Respondents reporting no change in delinquency 41| 2.3% 1.4% | 4.5% 8.2%

“The response rate cihis question was lower than the others, with 94 (87%) respondents providing these data.

® Portfolio at risk is defined as the outstanding balance of loans with payments 30 days or more past due / total outstladirey Bhe FDIC

figure is araggregag, referringli 2 G KS adzy 2F | ff AyaidAddziaz2yaQ LJ2 NI Halarafourdtaf NR&A] R2f€ f |
loans outstandingThe CDFI figure is avemaggreferringli 2 G KS &dzy 2F S| OK A Y RA @A R dagd diviled Byihe ( dzi A 2 y Q&
number of institutions While the measurements are not exactly the same, the trend comparison is relevant.
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Net charge-offs were 0.4% of portfolio outstanding in the first quarter. Like overall portfolio at risk, net
charge-offs were lower for r ural CDFIs than urban CDFIs (0.2% versus 0.4%).

Table 2. Aver age Net Charge -offs, 1 *' Q2009

n | Charge -Offs
All Respondents 98 0.4%
Respondents reporting increased delinquency 24 0.4%
Respondents reporting decreased delinquency 19 0.4%
Respondents reporting no change in delinquency 45 0.5%

Capital Liquidity : Just over half (51%) of respondents report ed that they were capital-constrained.
Sixteen percent were debt-constrained, 9% are equity -constrained, and 25% have both debt and equity
constraints.

Of the 82 respondents that tried to access capital in the first quarter through new investments or
renewals, one-third (34%) reported that their ability to access capital had improved.

Thirty-nine percent reported a decrease in liquidity. While this is similar to the fourth quarter , reductions
were not as severe as in the fourth quarter: only 8% experienced a reduction of 50% or more compared
to one-fifth in the fourth quarter.

Figure 15. Change in Capital Liquidity, 1 > Q2009 (n = 106 )
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Comparing the fourth and first quarters, among the subset of CDFIs who responded to both surveys,
more (56%) reported that they were capital-constrained in the first quarter than in the fourth quarter
(51%). At the same time, a greater number reported increased liquidity in the first quarter (37%) than in
the fourth quarter (29%). Among those that attempted to access capital, 25% reported that their ability
to access capital had improved in the first quarter , up from 16% in the fourth quarter

Figure 16.Change in Capital Liquidity, 4 ™ Q2008 and 1 %' Q2009 (n = 68)
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The average cost of borrowed capital remained constant for 70% of the respondents; those that
experienced a change were nearly equally divided between an increase in average cost (14%) and a
decrease (16%). The decrease in the cost of capital is attributed to low er LIBOR rates, shifts toward

Afcheapero |l oans with floating rates, access to Smalll B
traditional financing institutions as primary funding sources. Increases were attributed to new types of
loans and movement s t oward mar ket rate pricing, as traditiona
centers.o Lastly, i tpropsrtioa of| COFIsktteat repartedend changeairt thei current

cost of capital expect upticks as their loans come up for renewal during the year.

Opportunity Finance Network 10
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Outlook for the Next Quarter

The survey asked CDFIs to comment on their outlook for the next quarter and what steps they are taking
to respond. Responses were dmilar to the fourth quarter with the exception of a more positive outlook on
portfolio quality.

Portfolio Quality:  In the fourth quarter, more than half (57%) of CDFIs expected portfolio quality to

deteriorate in the next quarter. The outlook has brightened considerably in the first quarter , with only
half as many (24%) CDFIsexpecting portfolio quality to deteriorate. While the percentage of CDFls that

expect portfolio quality to improve remained constant (25% in the first quarter versus 26% in the fourth
quarter), most CDFls (51%) expect their portfolio quality to remain the sa me

Figure 17. Do you anticipate that your portfolio quality is likely to change over the next
quarter and if so why? (n = 102 )

to. [ expectitto sty the same. u >1.0%

Yes, | expectit to deteriorate. _ 2415%

Yes, | expectit to improve. H 24|5%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

The main reasons for expecting improvements include financing less-risky deals that banks are no longer
financing, tighter le nding criteria, and successful workouts that are resulting in repayments. The major
reasons for expecting deterioration were lack of takeout financing for real estate deals and the adverse
effects of unemployment on business clients and single-family mortgage borrowers. The full range of
responses is reported in Figure 17a and Figure 17b. Percentages add up to more than 100% because
respondents were allowed to provide multiple responses.

Figure 17a. If you expect your portfolio quality to improve, why? (n= 13)

Improve because we have tightened ourlending
T 42.3%
criteria

Improve because we are financing less-risky deals
] : 50.0%
that banks are no longer financing

Improve due to another reason m 42 3%
T T T

38.0% 400% 42.0% 44.0% 46.0% 48.0% 50.0% 52.0%
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Figure 17b. If you expect your portfo lio quality to deteriorate, why ?(n=28)

Deteriorate because increasing
unemployment in the market is hurting
businessclients’ sales

Deteriorate because of lack of takeout
financing for real estate deals

7.1%

|

Deteriorate due to another reason 35.7%

Deteriarate because of increasing
unemployment among single-family
martgage borrowers

21.4%

I

0.0% 100% 200% 30.0% 400% 500% 60.0%

Demand: Seventy-three percent of respondents expect demand for financing to increase in the next
quarter.

Figure 18. What is your sense of how demand for your o rganization's financing will change
in the next quarter? (n = 102)
Expectdemand to stay the same 235%

Expectdemand to decrease I 3.9%

Expectdemand to increase 72.5%

0.0% 10.0% 200% 30.0% 40.0% 50.0% 60.0% 70.0% B0.0%

The primary reason provided was once again the reduction in bank financing. The second most common
reason was an expected increase in funds earmarked for community development and neighborhood
stabilization activity. Comments include:

ATradi ti on a lankdirameimgeis beconairlg havder to come by, leaving CDF as a viable
alternative.o

fiStimulus dollars and increasing grant funds [are becoming] available for multi -family housing;
clients need bridge financing.o

One CDFI noted that although the number of applications had not changed, the dollar value of requests
is increasing.

Opportunity Finance Network 12
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Among the subset of CDFIsthat responded to this question in both the fourth and first quarter surveys,
the percentage that expect demand to increase fell by more than 20%.

Figure 19. What is your sense of how demand for your organization's financing will change
in the next quarter? 4™ Q2008 and 1 ' Q2009 (h= 58, 67)

100% -
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30% -
20% | 18%
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Liquidity and Operating Challenges : Most CDFls expect to experience new capital liquidity and/or

operating difficulties in the next quarter. They are primarily concerned about having insufficient capital to
meet growing demand, having fewer operating grants available to cover operations, a nd increasing loan
loss reserves to cover problem loans. CDFIs also attributed the difficulties to rising costs of capital, their
capacity to manage problem loans, and bank renewals. Two rural CDFls specifically mentioned the lack of
bank financing in their remote regions. The full range of concerns is presented in Figure 20.

Figure 20. If you expect your CDFI to experience new capital liquidity or operating
difficulties in the next quarter, please explain why. (n = 80)

We won't have enough capital to meet growing demand

We have fewer operating grants available to cover
operations

Increase loan loss reserves

Our cost of borrowed capital is rising

We don't have enough staff to manage problem loans

Bank investors are requiringthat we secure their loans

Bank investors are not renewing our loans

Other

0% 20% 40% 60% 80%

Among the CDFIs that are concerned with increasing loan loss reserves, 60% expect the increasing
reserves to reduce available capital to lend, 51% expect them to cause an operating deficit, and a much
smaller number (9%) expect them to cause their CDFI to trip net asset ratio or net inco me covenants.

Similar to the fourth quarter, 36% percent of respondents expect to have a decline in unrestricted net
assets (an unrestricted loss) in their current fiscal year, primarily due to increases in loan loss reserves
and shortfalls in operating income, including contributions and earned interest on loans and idle funds.

Opportunity Finance Network 13
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Comments include:

fiOur current source of earned income is stressed. We are not able to generate unrestricted
income as we had in the past years due to restrictions on available loan programs that result in
the inability of our 2nd mortgage loans to be used with first mortgages, also, investment income

has been reduced significantly and funding sources are drying up.o

fWe have increased loan loss reserve on 1 loan that is current but the first deed holder has
notified the borrower that extensions will not be granted. o

fi Wo investments in real estate-based equity funds are losing money. This will likely generate
another year of net asset decrease.o

flLoss of earned revenue on Investments, less interest on loans because of lower interest rates &
less government and foundation money being awarded because of the economy.

In spite of these difficulties, close to two -thirds (64 %) reported that if market -rate debt capital or bond -
financing were made available to them, they would have a sufficient level of net assets to support it.

CDFls are responding to expected liquidity and operating challenges in a number of ways as shown in
Table 3. Included in the Other category are: attempting to expand sources of borrowed capital beyond
banks to insurance companies, corporations, foundations, and smaller banks and thrifts (two CDFls
mentioned they are anticipating receiving a CDFI Fund Financial Assistsance awargi, more participation
loans; and raising underwriting standards. One CDFImentioned merger activity that should be completed
by July 2009. On a positive note, one CDFI expected to lift a hiring freeze in July.

Table 3. If you expect your CDFI to experience new capital liquidity or ope rating difficulties

in the next quarter, what ar e you doing about them. (n =79 )
Seeking new grant funding 78.5%
Reducing staff travel, professional development, or other operating expenses 40.5%
Revising our 2009/10 budget 39.2%
Freezing salaries 30.4%
Creating a worst-case, contingency plan budget to plan for dramatic downsizing if it 27.8%
becomes necessary
Reducing loan sizes and/or terms 26.6%
Contracting consultants instead of hiring new staff 22.8%
Requesting loan/investment covenant waivers 19.0%
Implementing a hiring freeze 17.7%
Laying off staff 10.1%
Requesting forbearance from existing lenders/investors 10.1%
We have not implemented any new actions in response to the changes 5.1%
Other 16.5%

Note: Percentages do not add up to 100% because respondents were allowed to provide more than one
response.

CDFI Response to Liquidity and Operating Challenges : Nearly all respondents are implementing
new business strategies to respond to the changing market. The most common response is increased
monitoring of the loan portfolio , followed by increased emphasis on technical assistanceto borrowers and
adjusting risk ratings. A complete list of responses is provided in Figure 21.

Opportunity Finance Network 14
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Figure 21. What new business strategies and/or activities is you r organization using to
respond to chan ging market conditions? (n = 100 )

PManitoring borrowers more closely 80.0%
Providing additional technical assistance

Adjusting risk ratings and reserves

Conducting an organizational “stress test,” periodic sensitivity
analyses, and/or a portfolio evaluation

Tightening credit requirements

Participating in loans with banks or CDFIs
Developing new financing products

Re-appraising collateral

Selling participations to other banks or CDFIs

Hawve not implemented any new strategies or activities

Other

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Responses in the Other category include increasing marketing to potential clients and attracting more
social and community investments, as well as:

fWe've raised capital from a foundation for a loan guaranty; participating lenders are funding a
loss reserve; we joined in a state-sponsored loan loss protection programo

fi Bveloping fee based products and services to offer other non-profits/CDFIs. 0

fiWe are implementing some lending related fees as well as increasing feerelated consulting
work.0

Thirty-eight percent of respondents have introduced or are planning to introduce new financing products.
The most common types of products reported were neighborhood stabilization and forec losure recovery
related products, green finance products, bridge loans, and becoming an SBA 504 and/or 7(a) lender.

fiWe have developed, along with two other CDFIs a Neighborhood Stabilization Program (NSB
line of credit product that is available to NSP subgrantees.o

fExpansion of product lines to incorporate more economic development financing (commercial
real estate), community facilities financing, and mobile home park redevelopment/acquisition
financing.o

f\We are developing products for artists and looking to become a SBA 7a lender. 0

A solar energy program and a NSPp r o g rvdllnoffefidiversified products both to respond to
market demand as well as expand Loan Fund while reducing market concentration of the Loan
Fund products. 0

Only seven CDFIs that responded to this question reported that they did not implement any new
strategies or activities in the first quarter to respond to changing market conditions. Of those, six
reported that they expect to have operating and liquidity difficulties in the ne xt quarter: The difficulties
were attributed to their inability to meet demand, bank renewals, and new requirements to secure bank
loans.

Finally, the survey asked the open-ended question fAwhat other important C
are infuencinghow you plan to approach your work in the next
richer range of responses this quarter than last quarter. Concerns about the length of the recession and
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availability of capital were prominent. The possible availability of stimulus funds from the CDFI Fund and
ot her sources factors heavily into severfabutsdaiRifrgh sé pl an
expansion, and internal focus in the current economy.

fRising layoffs and unemployment will have a delayed effect as some families who weathered a
few months with reserves and have stayed current can no longer maintain it without finding a job
or more hours. Expect these borrowers to become delinquent starting in 3rd quarter of 2009 . 0

fiContinued issues with the economy warrant additional scrutiny of our existing loan portfolio with
particular attention to those sectors where we have heavy concentrations. 0

fWe are exploring outsourcing our loan underwriting of loans over a certain dollar amount . 0

fAcceptance of reduced origination activity while market conditions stabilize. Using the
opportunity to strengthen internal systems and product development . 0

fiGiven our robust situation, growth through merger or acquisition of portfolios is being
considered. Other loan funds are experiencing challengeso

fWe are working with local real estate agents for referals for loan customers as we can provide
competive loan products without Ml [mortgage insurance] and we can underwrite manually for
alternate forms of credit. Real e state agents were not interested in our program a year ago, but
now they are.0

The next three sections of this report present the results by primary financing secto r, by region, and by
asset size
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. RESULTS BY ASSET SIZE

This section analyzes CDFIsby size of institution for a limited number of indicators: portfolio quality,
operating and | iquidity challenges, and CDFI sé respons:

We have divided CDFls into three asset size categories:

Small: Less than $10 million in assets (45 CDFls)
Medium: $10 million to $50 million in assets (38 CDFls)
Large: Greater than $50 million in assets (23 CDFlIs)

When interpreting the analysis, it is important to recognize the different sectoral compositions of the
three asset size categories. Snall has a heavy concentration of Business CDFIs. Medium has a
concentration of Business and Housing to Organizations CDFIs. Large has a concentration in Housing to
Organizations CDFIs. Section A describes the sectors in detalil.

Table 4 . Sectoral Composit _ion of Asset Sizes, 1 *' Q2009

—_ (%]
s 3
&) = [}
¢ - 0| 8
< 27 — o wn o 8 %
[&] = = - — = =
a o 52 £ o S o & £
8 EQ £ O = s S £ 8 -
1 IRHEIE IR I
@ Sli| 08 O T < IO s e}
Small 40% 5% 2% 7% 10% 10% 21% 5%
Medium 32% 3% 8% 0% 19% 27% 8% 3%
Large 17% 13% 22% 0% 9% 35% 0% 4%

Demand: Change in demand varies greatly by asset size, with a substantially larger percentage of Small
CDFlIs experiencing increases in the number of financing applications received and a greater share of
Large CDFIs experiencinga decrease in applications.

Figure 22 . Changes in Number of Financing Applications by Asset Size,
1% Q2009 (n = 44, 37, 23)

70% 64%
59%
60% -
50%- 48%
40% - H Increased
30% - 250 ® Decreased
Stayed the Sam
20% -
1%
10%+
0% I T
Small Medium Large
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Originations:  Originations were down for 61% of Large CDFIs, compared to less than 30% of Small and
Medium CDFIs. Whereas rearly 40% each of Small and Medium CDFIs increased their originations in the
first quarter, only 13% of Large CDFlIs did so.

Figure 23 . Changes in Number of Loans/Investments Originated by Asset Size,
1° Q2009 (n = 44, 38, 23)

70%

61%
60%

50%
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Small Medium Large

Portfolio Quality

In the first quarter, fewer CDFIs in all size categories experienced increases in delinquencies than in the
fourth quarter. Like the fourth quarter, the percentage experiencing increases rose with size, from 27%
of small CDFls to nearly half (48%) of large CDFIs. Delinquencies fell for more CDFlIs in all asset classes
in the first quarter compared to the fourth quarter, with the biggest differences seen among medium (3%
versus 21%) and large (11% versus 26%) CDFIs.

Figure 24 . Change in Delinquencies by Asset Size, 1% Q2009 (n = 44, 38, 23)
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While large CDFIs still have the lowest average PAR, the difference among categories is narrowing: in the

fourth quarter | arge CDFIsd average PAR was 6.1% and s
quarter, they are 8% and 10.6%, respectively. One reason for the lower rate among small CDFIs is the

lower number of Micreonterprise CDFIs participating in the survey in the first quarter.
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Table 5. Average Portfolio at Risk by Asset Size, 1 ' Q2009

Total
30-60 60-90 90+ Portfolio at
n days days days Risk
Small 37 4.0% 2.4% 4.2% 10.6%
Medium 35 1.8% 1.4% 5.3% 8.4%
Large 22 1.9% 1.3% 4.8% 8.0%

Nearly two-thirds (65%) of Large CDFIs saw an increase in the number of loans in workouts, compared
to roughly one-third of Small and Medium CDFIls. More Medium CDFIs (47%) saw an increase in the

number of term extensions granted than Small or Large CDFlIs.

Figure 25 . Changes in Number of Loans/Investments in Workout by Asset Size,

1 Q2009 (n = 44, 38, 23)
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Figure 26. Changes in Number of Loans Given Term Extensions by Asset Size,

1% Q2009 (n = 43, 38, 23)
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More than half of Medium (61%) and Large (52%) CDFIs increased their loan loss reserve ratio in the

first quarter compared to one -third (34%) of Small.
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Figure 27. Changes Loan Loss Reserve Ratio by Asset Size,
1° Q2009 (n = 44, 38, 23)
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Liquidity: Among CDFls that tried to access new or renewal capital in the first quarter, the portion
reporting increased access was inversely related to asset size, wth 32% of Small CDFIs reporting
increased access versus 10% of Large CDFIs. The portion reporting decreases in access to capital was
more consistent across sizes, ranging from 38% to 43%.

Figure 28. Changes in Access to Capital by Asset Size,
1% Q2009 (n = 34, 28, 20)
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More (47%) Medium CDFIs experienced a decline in liquidity than other asset sizes. Improvements in
liquidity decreased with size, from 33% of Small CDFIs to 22% of Large CDFIs.
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Figure 29 . Changes in Capital Liquidity by Ass

1 Q2009 (n = 44, 38, 23)
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Outlook for the Next Quarter

Most CDFlIs in all size categories expect capital liquidity and/or operating difficulties in the next quarter.
For small and medium CDFIs, the three primary reasons and their order of priority are the same as in the
fourth quarter. Among small CDFls, the primary reasons are fewer operating grants to cover operations
(65%), followed by not having enough capital to meet demand (56%) and increasing loan loss reserves
(35%). Among medium CDFIs, the most common reason cited is insufficient capital (68%), followed by
increasing loan loss reserves (43%) and fewer operating grants (36%).

For large CDFls, the top concerns changed in the first quarter, with the cost of borrowed capital replacing
access to operating grants as the third highest concern, and insufficient capital replacing loan loss
reserves as the top concern. Among large CDFls, the top concern is not enough capital (67%), followed
by increasing loan loss reserves (56%), and the rising cost of capital (44%).

Figure 30 . If you expect your CDFI to experience new capital liquidity or operating

difficulties in the next quarter, please explain why. (n=34, 28, 18)

We won't have enough capital to meet growing
demand

We have fewer operating grants available to cover
operations

Increasingloan lozs reserves

We don't have enough staff to manage problem
loans

Qur cost of borrowed capital is rising

Bank investors are requiring that we secure their
loans

Bank investors are not renewing our loans

Other

68%
T
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Among the comments provided in Other, location was cited as a main reason for diminished access to
capital:

ifiWe have very few private resources in our r
fiOur remote area does not have access to | oc
capital is the CDFI Fund. o

Seventy-six percent or more of CDFlIs in all size categories are seeking new grant funding. One-third or
more in each size category are reducing operating expenses, including staff travel, professional
development or other expenses. Among small and medium CDFIs, revising 2009/10 budgets and freezing
salaries were the next most common responses. Among large CDFIs, revising 2009/10 budgets was
second only to seeking grant funding, and creating worst -case contingency budgets was the next most
common response.

Table 6. If you expect your CDFI to exp erience new capital liquidity or operating difficulties
in the next quarter, what are you doing about them. (n=40, 37, 17)

Small Medium Large

Seeking new grant funding 81% 7% 76%
Reducing staff travel, professional development, or other

operating expenses (please specify below) 44% 33% 47%
Revising our 2009/10 budget 38% 30% 59%
Freezing salaries 34% 30% 24%
Reducing loan sizes and/or terms 31% 17% 35%
Contracting consultants instead of hiring new staff 28% 17% 24%
Laying off staff 19% 3% 6%
Implementing a hiring freeze 6% 20% 35%
Requesting forbearance from existing lenders/investors 16% 7% 6%
Requesting loan/investment covenant waivers 13% 20% 29%
Creating a worst-case, contingency plan budget 25% 20% 47%
Other (please specify below) 16% 20% 12%
We have not implemented any new actions in response to the

changes 3% 7% 6%

Note: Percentages do not add up to 100% because respondents were allowed to provide more than one
response.
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Nearly all CDFIs in all size groups are implementing new bushess strategies and/or activities in response
to changing market conditions. Monitoring borrowers more closely is the most common re ponse for all
sizes of CDFIs (75% to 96%). Large and medium CDFIs are also placing an emphasis on adjusting risk
ratings and reserves (70% and 62%, respectively), while small CDFIs are focused on providing additional
technical assistance to clients.

Figure 31. What new business strategies and/or activities is your organization using to
respond to chan ging market conditions? (  n =40, 37,23 )

Monitoring borrowers more closely -

Providing additional technical assistance

Adjusting risk ratings and reserves

Participating in loans with banks or CDFls
Conducting an organizational “stress test,” periodic
sensitivity analyses, and/or a portfolio evaluation

Small
Developing new financing products

W Medium

Tightening credit requirements M Large

Re-appraising collateral

Selling participations to other banks or CDFls

Have not implemented any new strategies or
activities

Other
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II'I. RESULTS BY PRIMARY FINANCING SECTOR

There is a sufficient number of respondents to allow for analysis of results for six primary financing
sectors: Business, Commercial Real Estate, Community Services/Facilities, Housing to Individuals,
Housing to Organizations, and Microenterprise. Moreover, there is a sufficient number of respondents in
the Business and Housing to Organizations sectors to further breakout these two sectors by region.
Breakouts are not provided for the Consumer sector because only three respondents selected it as their
primary financing category. Four respondents selected the Other category, and an equal number did not
respond. In total, 95 of the 106 respondents are included in the sectoral analysis.

The survey attempted to collect portfolio aging data for each respondent & entire portfolio and for several
specific portfolios: 1-4 family residential mortgages, multi-family housing, and i for CDFIs that do not
engage in housing finance i primary financing sector. Ninety-four (89%) respondents provided aging
data for their entire portfolio and 87 (82%) provided one or more breakouts. Twenty-two (21 %)

respondents provided aging data for their 1-4 family residental mortgages, 41 (42%) provided these data
for their multi-family housing portfolios, 12 (11%) for mi croenterprise portfolios, and 28 (26%) for

business portfolios. A much smaller number i one to six respondents i provided aging data on other

primary financing sectors. We opted to not present the data for the primary financing sectors with six or
fewer respondents due to the unreliability of such small sample sizes; instead, we present the aging data
each CDFI provided for its entire portfolio awWwd
treat the business portfolio data in the same manner because these data are substantially the same as
the data provided for the greater number of CDFIs that primarily finance business.

Due to the small sample sizes in the sectoral analysis, when comparing the first quarter results to the
fourth quarter 2008 results, we use all CDFls in the sector rather than limiting it to only those CDFIs that
responded to both surveys.

See AppendixD for detailed responses by primary financing sector.
Business

Demand: Thirty-three respondents provide primarily Business financing Compared to the fourth quarter,
the percentages of CDFIs experiencing an increase in demand and originations fell while those
experiencing declines grew considerably: the percentage of CDFIs experiecing a decline in financing
applications tripled and the percentage with a decline in originations doubled. Among the 58% that saw
an increase in the number of financing applications, 15% experienced an increase of more than 50%.

presert

Figure 32.BusinessCDF|l s 6 Changes in Number of FdOQOrigimtonsng Appl i ca
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Portfolio Quality : Fewer Business CDFls experienced increases in delinquencies this quarter (38%
versus 52% in the fourth quarter of 2008). Workouts and term extensions were comparable to the fourth
quarter. At the end of the first quarter , Business CDFIs hadon average 10% portfolio at risk: 2.7% at
30-60 days, 1.5% at 60-90 days, and 5.8% at 90 days or more. Average first quarter net charge-offs
were 0.5%. While delinquencies were down from fourth quarter levels (12% ), more CDFIs (52% versus
40% in the fourth quarter) increased their loan loss reserve ratio in the first quarter, including six
percent that increased their ratio by more than 50%.

Figure 33. Business C D F | Ghénge s in Delinquencies, Wo rkouts, and Term Extensions,
1% Q2009 (n=32,33,32 )
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Liquidity : Less than half (47%) of business CDFls are capitalconstrained, down from 55% in the fourth

quarter. The average cost of borrowed capital remained the same for 74% of CDFIs; it increased for 13%
and decreased for an equal number. Liquidity fell for 45% of business CDFIs. For the 82% that tried to
access new capital, 44% reported a decline in access.

Figure 3. Business CDFI s&6 Ch aniglars Capital Ljg ciditg, s t o Cap
1% Q2009 (n=33 )
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Thirty-one percent of Business CDFIs expect a loss in unrestricted net assets in their current fiscal year.
The next section analyzes differences among Business CDFIs headquartered in the four regions ofthe

country.
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Business CDFIs by Region

Business CDFls are headquartered in all four regions with nine each in the Northeast and South, eight in
the West, and seven in the Midwest.

Portfolio Quality : Increases in delinquencies were concentrated in the West. Seventy-one percent of
Business CDFls in this regionreported a rise in their delinquency rates during the first quarter; increases
were significantly lower in other regions, ranging from 22% in the Northeast to 33% in the South. The
West also had the highest percentage of CDFIs reporting increases in loans in workout (63%).

Figure 35. Business CD F | Isciease s in Delinquencies and Workouts by Region
1° Q2009 (n =32, 33)
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Average portfolio at risk ranged widely across the regions. It was lowest in the West (7.5%) and highest
in the Northeast (11.8%). The regions with the highest delinquency rate s, the Northeast and the South,
also had the highest net charge-off rates.

It is important to take into account that many Business CDFIs also finan ce microenterprises and that this
may in part explain their overall delinquency rates. In fact, only 29 % of Business CDFls in the Midwest,
where charge-offs are the lowest, provide microenterprise loans; in contrast, in the West and Northeast,
where delinquency rates are highest, 75% and 78% of Business CDFIs, respectively, provide
Microenterprise lending.

Table 7.Business C D F | Avdrage Portfolio Quality by Region  , 1° Q200 9

Midwest Northeast South* West
30-60 days 2.9% 4.0% 2.1% 1.5%
60-90 days 1.9% 1.7% 1.5% 2.1%
90+ days 2.9% 6.1% 5.4% 3.9%
Total Portfolio at Risk 7.7% 11.8% 9.1% 7.5%
Net Charge-offs 0.2% 0.6% 0.4% 0.5%

*Includes Puerto Rico

Liquidity : Capital constraints continue to be more severe in the Northeast than in other regions, with the
Midwest being nearly as constrained. Almost two-thirds (67%) of the Northeast Business CDFIs are
capital-constrained; an equal number experienced a decrease in liquidity. Among the CDFIs that
attempted to access new or renewal capital, over half (56%) reported that their access had declined.
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The biggest changes took place in the Midwest, where access to capital and capital liquidity each fell for
50% or more of reporting CDFIs, jumping up from 14% each 1 the lowest levels of any sector -- in the
fourth quarter.

Figure 36. Business CD F | Bedrease s in Access to Capital and Capital Liqui dity by Region ,
1% Q2009 (n = 27, 33)
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Commercial Real Estate

Six survey respondents provide primarily Commercial Real Estatefinancing. With this small sample size,
survey results may not be representative of the broader population of Comm ercial Real Estate CDFIs. The
sample size was even smaller in the fourth quarter so we do not provide any comparative statistics. While
portfolio quality improved for a greater proportion of CDFlIs in this sector than in any other sector, for
most other indicators Commercial Real Estate CDFI§performance was worse than other sectors.

Demand: Commercial Real Estate CDFIs had the lowest increase in financing applications of any
financing sector. Fifty percent reported decreases in applications and 67% reported decreases in
originations.

Figure 37. Commercial RealEstate CDFIl s®& Changes in Number of ndi
Originations, 1 %' Q2009 (n=6 )
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Portfolio Quality:  Among all sectors, a larger proportion of Commercial Real Estate CDFIs reported
decreases in delinquencies (50%). Average PARwas among the lowest at 4.8% (1.6% at 30 -60 days,
1.0% at 60 -90 days, and 2.2% at 90 days or more).

The percentage of CDFIs reporting an increase in the number of loans in workout (67 %) was higher than
any other sector, but only 17% reported an increase in the number of loans given term extensions.

Figure 3 8. Commercial RealEstate CDFI s & Changes in Delinqu®Bemcies, WorKk
Extensions, 1% Q2009 (n=6 )
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Liquidity: Of the CDFlIs that attempted to access new or renewal capital, a substantial proportion (80%)
reported increased difficulties and 67% reported reduced liquidity. One-third experienced improvement in
their cost of capital; an equal percentage experienced decreasesor no change.

A full two-thirds (67%) of Commercial Real Estate CDFIs expect a decline in unrestricted net assets
during the next quarter. No other sector reported more than 38%.

Figure 3 9. Commercial RealEstate CDFI s & Changes i n Acc eptdLiguidity Capi t al a
1% Q2009 (n=6 )
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Community Services/Facilities

Nine survey respondents provide primarily Community Services/Facilities financing. With this small sample
size, survey results may not be representative of the broader population of Community Services/Facilities
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CDFls. Portfolio quality improved in the first quarter, and as may be expected after very high levels in the
fourth quarter, dramatically fewer CDFIs reported rises in delinqu encies, workouts and extensions.

Demand: Demand continues to increase for more CDFIs inthe Community Services/Facilitiessector than
in any other sector. Two-thirds reported an increase in the number of financing applications received,
one-third (33%) of those experienced increases of 50% or higher. In contrast, only 11% of CDFIs
reported increases in originations, the lowest percentage increase among all six financing sectors.
Explanations include tightened lending criteria, application quality, and slower application processing time
due to additional due diligence or staff resources diverted to problem loans. Other explanations include:

i Qur

capital constraints are keeping us from proces
ALookingy[bafgmanfacility projects, which take |l ong
AAl t hough we are devoting more time to monitoring,
time, and 2) doing a series of bridge loans and paperwork on the repayment source (s).0
Figure 40. Community Services/Facilities CDFI s®d Changes in Number of Finan:¢
Applications and Originations, 1 Q2009 (n=9 )
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Portfolio Quality: The percentage of Community Services/Facilities CDFIs reporting an increase in
delinquencies (11%) was lower than any other financing sector. This was the case in the fourth quarter
as well, even though a much higher number (43%) reported rising delinquency. Average portfolio at risk
fell from 7.6% in the fourth quarter to 5.9% (1.2% at 30 -60 days, 0.3% at 60-90 days, and 4.5% at 90
days or more).®
The percentage reporting an increase in the number of loans in workout (22 %) was lower than any other
sector and down from 71% in the fourth quarter . Additionally, only one-tenth (11 %) reported an increase
in the number of | oans given term extensions (versus 57% in the fourth quarter ). A majority of the
respondentse x pect portfolio quality to decline in the next o
nonprofits.
5 Figures do not add up to 5.9% due to rounding.
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Figure 41. Community Services/Facilities C D F | Ghénge s in Delinquencies, Workouts, and
Term Extensions, 1stQ2009 (n =9 )
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Liquidity:  For the Community Services/Facilities CDFIs that attempted to access new or renewal capital,
the first quarter was more positive than the fourth quarter , with fewer CDFIs (29%) reporting decreased
access to capital (versus 40% in the fourth quarter). Likewise, liquidity decreased for fewer CDFIs (22%
versus 43% in the fourth quarter). The average cost of capital improved for 22%, primarily due to lower
variable interest rates.

Figure 42. Community Services/Facilities CDFIl sbd6 Changes in AucCapgas t o Capit
Liquidity, 1 * Q2009 (n= 9)
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Housing to Individuals

Thirteen respondents provide primarily Housing to Individuals. Nearly two-thirds (62%) had an increase
in applications, up from 47% in the fourth quarter. Of these , 15% experienced an increase of more than
50%. Originations were comparable to the fourth quarter, with 46% reporting an increase.
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Figure 43. Housing to Individual s CDF Inanding Edplzatighean idn Number
Originations, 1 * Q2009 (n =13 )
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Portfolio Quality : A relatively high percentage of Housing to Individuals CDFls (46%) reported

increases in delinquencies compared to other sectors. Yet, average delinquency rates were among the

lowest, with total PARequal to 4.4% (1.5% at 30 -60 days, 1.2% at 60-90 days, and 1.7% at 90 days or

more). This is significantly lower than what was reported in the fourth quarter (12.7%). One respondent

explained that their decrease was in part becausefi For ecl osures and bankruptcies
reaching the point where we can |iquidate the coll ater

Twenty-two CDFIs that provide one-to-four family residential mortgages reported aging data for these
portfolios. Average PARrose from 6.6% in the fourth quarter to 9.7% PAR with the greatest portion
being new delinquencies (6.5% at 30 -60 days, 1.5% at 60 -90 days, and 1.6% at 90 days or more).

Nearly one-third (31%) of Housing to Individuals CDFlIsreported a higher number of both workouts and
term extensions in the first quarter.

Figure 44. Housi ng t o | ndi Chadge aih Belingu2ficies \Workouts, and Term
Extensions, 1% Q2009 (n= 13)
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Liquidity : Housing to Individuals CDFIs are facing liquidity challenges. Forty-six percent reported
decreases inliquidity, with 15% reporting a decline of at least 50%. Sixty-two percent reported that they
are capital-constrained. Of the CDFIs that tried to access new capital, 55% reported increased difficulties;
only Commercial Real Estate CDFlssurpassed this proportion at 80%. Forty-six percent expect liquidity
challenges in the coming quatrter.
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Figure 45. Housing to Individuals CDFIl s6 Changes Capital snd Capital fiquidity,
1% Q2009 (n= 13)
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Thirty-eight percent of Housing to Individuals CDFIs expecs a loss in unrestricted net assets in their
current fiscal year.

Housing to Organizations

Twenty-two CDFIs provide primarily Housng to Organizations.

Demand: More than half of the Housing to Organizations CDFIssaw an increase in financing requests,
including 19% that cited increases of more than 50% . Twenty-three percent originated more loans, with

10% of those reporting increase s of over 50%. These results are similar to the fourth quarter.

Figure 46. Housing to Organizations CDFIl sb6 Changes in Number of Financin
and Originations, 1° Q2009 (n= 21,22)

50% ST

S0%

40%

M 35 Increase
30%

H % Decrease

20%% 25 Same

10% -

0% -

Applications Originations

Portfolio Quality : Forty-one percent reported an increase in delinquency rates. Average delinquency
rates for Housing to Organizations CDFlswere the third highest among all financing sectors, with average
PAR 0f9.6% (2.1% at 30 -60 days, 1.7% at 60-90 days, and 5.7% at 90 days or more). This was a jump
up from 6.9% PAR at the end of the fourth quarter. Average net charge-offs were 0.5%. The
deterioration is due to lack of takeout financing, weaker borrower credit quality, and delays in the
negotiations of new loan terms with borrowers.
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fiTwo new small loans are having difficulty obtaining financing. One needs construction financ ing
to start building and repay € a] small predevelopment loan and the other has been unable to sell
one unit of the duplex it rehabbed and is trying to get a long -term mortgage to hold it as a rental
unit until sales pick up. The L/T mortgage will repay the loan.o

fAnother loan became delinquent because the requirements for extension hadn't been fully met.
We are in the process of formalizing the terms for the extension on this loan. 0

The survey also collected portfolio aging data on the multi -family housing portfolios of 41 CDFIs that
finance multi-family housing as their primary or non -primary activity. Average PARwas lower within these
portfolios than for the overall portfolios of Hou sing to Organizations CDFls: 6.3% PAR (0.6 at 30-60
days, 0.6% at 60-90 days, and 5.1% at 90 days or more), but higher than the fourth quarter PAR of
4.3%.

Lessthan half (45%) of all Housing to Organizations CDFIs repoted increases in workouts and a slightly
higher percentage (50%) reported increases in the number of term extensions given.

Figure 47.Housi ng t o Or ganiChangesanrDslinqieddies, V6 rkouts, and Term
Extensions, 1 *' Q2009 (n= 22)
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Liquidity: Like Housing to Individuals CDFIs, a majority of Housing to Organizations CDFIs(68%) report
that they are capital-constrained, up from 61% in the fourth quarter. At the same time, access to capital
and capital liquidity have improved for 40% and 45% of CDFIs, respectively. These are higher than the
fourth quarter when they were 21% and 33%, respectively . Twenty-three percent reported an increase in
the average cost of capital and 14% reported a decrease.
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Figure 48. Housing to Organizatons CDFIl s®& Changes in Access to Capital
Liquidity, 1% Q2009 (n= 22)
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The next section analyzes differences among Housing to Organizations CDFIs headquartered in the four
regions of the country.

Housing to Organizations by Region

The 22 Housing to Organizations CDFls are headquartered in all four regions, with six in the Northeast,
four in the Midwest, three in the West, and nine in the South.

Portfolio Quality : Delinquency deteriorated for more Housing to Organizations CDFIs in the West than
in any other region. Two of the three reporting CDFIs saw portfolio quality decline and all three had an
increase in the number of loans in workout.

Figure 49. Housing to Organizations CDFIsé Increase s in Delinquencies and Workouts by
Region , 1° Q2009 (n= 21)
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As in the fourth quarter, portfolio at risk is lowest in the West at 4.8% ; however, because it is climbing in
the West while falling in two other regions, the difference between the West and the next lowest region

has narrowed from 3.8% to 0.1%. Portfolio quality is weakest and has worsened considerably in the
South, where on average 15.2% of portfolio is at risk and 9.5% is 90 days or more past due (versus
10.3% and 7.4%, respectively, in the fourth quarter) . One of the nine CDFls in the South anticipates that
portfolio quality will worsen in the next quarter and 5 expect no change; they all attribute the change in
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the condition of their portfolios to changes in the Low Income Housing Tax Credit market and lack of
takeout financing for various projects.

Table 8. Housing to Organizations CDFIlsd& AvETYQRIe Portfol i o
Midwest Northeast South West
30-60 days 1.2% 2.1% 2.8% 1.3%
60-90 days 0.1% 1.2% 2.9% 1.0%
90+ days 3.6% 3.2% 9.5% 2.5%
Total Portfolio at Risk 4.9% 6.6% 15.2% 4.8%
Net Charge-offs 0.2% 0.4% 0.9% 0.0%

Liquidity: More CDFls in the West reported increasing difficulties in accessing new or renewal capital
than in other regions. CDFIs in the Northeast reported no decrease in access to capital while CDFIs in
the Midwest and South fell in between. All CDFIs attributed the difficulties to lender sdunwillingness to
renew or grant new loans or lines of credit and tightened underwriting criteria .

Figure 50. Housing to Organizations CDFIs 6 Decrease s in Access to Capital and Capital
Liquidity , 1% Q2009 (n=15,22 )
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Microenterprise

Demand: More Microenterprise CDFIs experienced increased demand than CDFIs in any other sector,
with 73% reporting increases in financing applications including nearly one-fifth (18%) reporting
increases of at least 50%. Forty-two percent originated more loans, with 17% of those originating at

least 50% more loans.

Figure 51. Mi croenterprise CDFIsd Changes in Ndamber
Originations, 1 * Q2009 (n=11,12 )

Portfolio Quality:  Delinquency rates increased for half of the Microenterprise CDFIs and decreased for
17%. As is historically the case for CDFIs that primarily finance microenterprises, average delinquency
rates were the highest of any financing sector. Average PAR was 18.7% (7.3% at 30-60 days, 4.4% at
60-90 days, and 7.0% at 90 days or more), with moderate improvement in the 90 plus day category
(10.1% for the fourth quarter) and upticks in the others (3.8% and 2.1% for 30 -60 and 60-90 days
categories, respectively), leading to an overall increase in the 15.9% fourth quarter PAR.

Twelve CDFIs provided pottfolio at risk data for their microenterprise portfolios. Portfolio at risk was
slightly higher in these portfolios at 18.9% on average (7.3%. at 30 -60 days, 4.2% at 60-90 days, and

7.4% at 90 days or more). In the fourth quarter, it was 17.5%.

Despite these developments, only 25% of the respondents anticipate that portfolio quality will decline in
the coming quarter. Over half (58%) expect improvement in the quality, as they finance less -risky deals,
use tighter lending criteria, and bring on consultants to focus entirely on portfolio management and

collections.
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