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THE CORE FINDING

Capital is available, but the market is rewarding prepared borrowers. Bank standards remain firm, online
financing continues to gain share, and borrower dissatisfaction is increasingly tied to unexpected cost and
repayment terms.
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Executive Summary

The 2026 financing market is not a simple story of “tight” or “easy” credit. It is a market of selective
availability. Borrowers are still seeking capital, alternative channels are becoming more mainstream, and
traditional lenders remain cautious about risk, especially for smaller firms.

of employer firms applied for a loan, line of credit, or merchant cash advance in the
prior 12 months. [1]

of financing applicants received the full amount they sought; 22% received none. [1]

of applicants sought financing from online fintech lenders in the 2025 survey, up
from 17% in 2020. [1]

of online-lender borrowers said actual borrowing costs were higher than expected.

(1]

of SBA-guaranteed 7(a) and 504 financing was delivered in FY2025 across 85,000
loans. [5]

What changed most

The biggest strategic shift is not simply more fintech usage; it is a widening gap between speed and certainty.
Fast capital remains valuable, but borrowers are increasingly signaling that they want clearer terms,
predictable repayment, and a better way to compare offers before committing.

Five themes to carry into 2027 planning

1. Credit demand should remain present, but lenders are pricing and structuring around risk more carefully.

2. Online lenders are now a durable part of the small-business financing mix—not merely a fallback channel.

3. Transparency is becoming a competitive advantage as borrowers react to higher-than-expected costs and
unfavorable repayment structures.

4. SBA-backed capital is operating at record scale, reinforcing the role of government-guaranteed lending for
bankable, longer-horizon needs.

5. Industry conditions are diverging: capital-intensive and inventory-heavy businesses need financing, but cash-
flow volatility makes structure and timing more important.

1. The State of Small Business Credit

Small-business financing conditions entered 2026 with a mixed backdrop: borrowing costs were lower than their
2023 peak, but still elevated relative to the low-rate era; bank underwriting remained cautious; and loan
demand was steady rather than exuberant. The Federal Reserve kept the federal funds target range at 3.50%-
3.75% through July 2026, while noting elevated uncertainty and inflation above its 2% goal. [3]



” 2025 Small-Business Financing Snapshot

42%

=9
=]
1

30 1

Share of firms / applicants (%)
(%]
(=]

=
=
I

2 gunded

ding
Someimcﬁ

-ND "U-

fully funded

Source: Federal Reserve Banks, 2026 Small Business Credit Survey. “Applied” refers to employer firms; approval outcomes refer to
applicants. [1]

Bank standards remain a constraint

The April 2026 Senior Loan Officer Opinion Survey found that a modest net share of banks tightened C&I
lending standards for firms of all sizes during the first quarter. For small firms specifically, 8.2% of surveyed
banks reported tightening somewhat, 90.2% reported standards were basically unchanged, and only 1.6%
reported easing somewhat. Demand from small firms was essentially unchanged on net. [2]

Interpretation

For a small business owner, “unchanged” bank demand does not mean “easy” credit. It means a large portion
of the market is still operating under standards that had already tightened in prior periods. The result is a
financing funnel in which documentation quality, debt-service capacity, collateral, and consistency of cash
flow matter more.

The market is selective, not frozen

The FDIC reported faster bank loan growth in Q4 2025, with C&l lending contributing; community-bank loans
rose 5.4% year over year. Asset quality was generally favorable, though industry net charge-offs remained
above the pre-pandemic average. [4]

2. The Financing Mix Is Shifting

Small businesses are increasingly willing to look beyond a traditional bank. The Federal Reserve’s 2026
employer-firm report shows that online fintech lenders were used by 29% of financing applicants in the 2025
survey, up from 17% five years earlier. [1]



Online Fintech Lender Use Is Rising
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Source: Federal Reserve Banks, 2026 Report on Employer Firms. [1]
Why borrowers choose different channels
Banks: existing relationships, familiarity, and generally lower expected borrowing costs.
Online lenders: speed, perceived approval odds, simpler processes, and reduced collateral friction.

SBA lenders: longer repayment horizons and government guarantees that can help support larger or more
complex uses of capital.

Finance companies / revenue-based structures: flexibility for businesses whose cash-flow profile may not fit
conventional bank underwriting.

The important nuance: access is not the same as fit

A borrower can be approved and still receive financing that does not align with the business’s operating cycle. A
short-duration product can be appropriate for high-velocity inventory or a time-sensitive project; it can be a
poor match for a long-payback expansion. The most useful financing decision is therefore not “Where can | get
approved fastest?” but “Which structure matches how and when this investment generates cash?”

Borrower rule of thumb

Match the repayment clock to the cash-flow clock. Short-payback uses can support short-duration financing.

Long-lived assets and expansion projects generally deserve longer amortization or lower required cash
outflow.

3. The New Competitive Battleground: Cost Clarity

The clearest borrower-experience signal in the latest national data is not approval; it is surprise. Among
approved borrowers in the 2025 Small Business Credit Survey, 60% of those borrowing from online lenders said

actual borrowing costs were higher than expected. The comparable figures were 37% at small banks and 32% at
large banks. [1]
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What “cost” should mean in a useful financing resource

Total dollars repaid over the expected life of the financing.

Payment frequency and the cash-flow burden created by daily, weekly, or monthly payments.
Whether pricing is expressed as APR, simple interest, factor rate, fixed fee, or another method.
Any origination, draw, maintenance, prepayment, or renewal fees.

How early payoff changes—or does not change—the total cost.

Whether payments flex with revenue or remain fixed regardless of sales.

4. SBA Lending Has Reached Record Scale

The U.S. Small Business Administration reported that it guaranteed approximately 85,000 7(a) and 504 loans
totaling $45 billion in FY2025—the agency’s stated record for capital delivery through those two programs. [5]

Why this matters for private lenders

Record SBA volume does not make alternative lending less relevant. It clarifies market segmentation. SBA
financing can be compelling for borrowers that can support documentation, underwriting timelines, and
program requirements. Private working-capital products remain valuable where speed, flexibility, smaller
transaction sizes, or nonstandard cash-flow profiles matter more.

Use case Often best-fit channel Why Watch-out
Owner—occ.upied réol SBA or bank Longer horizon; asset- Longer progess;
estate / major equipment backed documentation

Seasonal inventory build | Line of credit / short-term | Matches recurring Avoid term mismatch




capital

working-capital cycle

Fast-turn project
opportunity

Short-term financing

Speed may preserve
opportunity value

Compare total repayment

Irregular revenue business

Flexible / revenue-linked
structure

Payment can better
match cash flow

Understand effective cost

Early-stage / thin-file
borrower

Owner capital, CDFI,
targeted programs

May fit where bank
underwriting does not

Availability varies

This table is a directional framework, not product-specific advice; actual fit depends on eligibility, credit profile,
collateral, cash flow, and lender terms.

5. Industry Financing Outlook

Industry conditions are diverging enough that “small business” is no longer a useful single credit story. The
Federal Reserve’s 2026 Beige Book reports show different mixes of capital investment, consumer demand,
input-cost pressure, and credit availability across sectors and regions. The following outlook is directional rather
than a national forecast. [61[7]1[8]

Sector

2026 financing pressure

Likely capital need

Lender lens

Construction & trades

Mixed; project financing and bid
competition

Equipment, payroll bridge,
materials

Backlog quality, project
concentration, receivable fiming

Manufacturing

Capital investment remains
meaningful; supply-chain resilience
supports selective spend

Equipment, inventory, automation

Margin resilience, customer
concentration, capex ROI

Retail & restaurants

Consumer sensitivity and cost
pressure remain important

Inventory, remodels, seasonal
working capital

Same-store sales, gross margin,
rent burden, seasonality

Transportation & logistics

Freight/fuel volatility can tighten
margins

Maintenance, vehicles, receivables
bridge

Fuel exposure, utilization, contract
quality

Professional services

Lower fixed-asset needs; cash
conversion can dominate

Receivables bridge, hiring,
technology

Customer concentration, billing
cycle, recurring revenue

Healthcare services

Demand can be resilient but
reimbursement timing matters

Equipment, staffing, receivables

Payer mix, receivable aging,
compliance

Agriculture

Some districts reported material
stress and tighter credit

Operating lines, inputs, equipment

Commodity prices, weather,
carryover debt, collateral

Signal to watch

The July 2026 Beige Book reported mixed borrowing among smaller businesses in the San Francisco District,
with some emerging small-business credit concerns, while the Atlanta District reported declining C&lI lending as
firms deferred investment amid uncertainty. These are regional anecdotes, but together they reinforce a

national theme: capital demand is highly use-case- and industry-dependent. [7][8]

6. Borrower Playbook: How to Be Finance-Ready

A lender resource becomes more valuable when it helps the reader improve the odds of a good outcome—not
merely understand vocabulary. The following checklist is designed to be saved, printed, or used before an

application.

The 10-point financing readiness checklist

o Know the exact use of funds and the date the money is needed.
e Estimate how quickly the use of funds should generate or preserve cash.




Prepare the latest business bank statements and year-to-date financials.

Reconcile revenue shown in financial statements with deposits and tax filings.

List all existing business debt, payment frequency, balances, and maturity dates.

Calculate a conservative monthly payment the business can absorb in a weak month.

Identify seasondlity, large customers, or one-time events that could distort recent results.

Compare offers using total repayment and payment burden—not headline rate alone.

Ask how prepayment, renewal, late payment, and default change the economics.

Keep a written “no-go” threshold: the maximum total repayment or payment burden the business will accept.

Before signing

A fast approval can still be a slow mistake. The most important questions are: How much cash do | receive?
How much do | repay? How often do | pay? What happens if revenue drops? What happens if | pay early?

Five questions every lender should answer clearly

What is the total amount | will repay if | follow the expected schedule?

What is the dollar amount and frequency of each payment?

Are there any fees deducted from proceeds before | receive funds?

Does paying early reduce my cost? If so, by how much?

What conditions can trigger additional fees, default, or changes to payment obligations?

CENENES

8.2026-2027 Financing Watchlist

For the remainder of 2026 and into 2027, business owners and lenders should watch the following indicators.
The value of a financing report increases when readers know what to monitor between annual editions.

Indicator Why it matters What would change the outlook

Federal funds rate Influences lender cost of capital Sustained cuts could ease payment
and borrower pricing burden; renewed hikes would raise

pressure

Bank C&l standards Signals conventional credit Broad easing could increase bank
availability competition for quality borrowers

Small-business Drives risk appetite and pricing Rising stress can tighten approvals

delinquencies/defaults even if demand remains strong

SBA loan volume and policy Affects long-term financing access | Program or underwriting changes can

shift volume across channels

Input costs / inflation Shapes margin and working- Persistent cost pressure increases
capital need financing demand but can weaken
repayment capacity

Consumer demand Critical for retail, hospitality, Slower spending can turn growth
services capital into defensive working capital

Base-case outlook

Absent a major economic shock, the base case is a financing market that remains active but discriminating:
borrowers continue to seek capital, bank credit stays selective, and nonbank lenders retain share because speed
and flexibility remain valuable. The strongest competitive advantage will be combining fast access with clearer
economics and stronger fit guidance.



Methodology & How to Read This Report

This report synthesizes public data and commentary available through July 2026. It emphasizes U.S. small-
business financing conditions, with particular attention to employer firms, C&I lending standards, SBA-backed
lending, and borrower experience. It is intended as an educational market resource rather than a forecast,
credit decision, or recommendation of any specific financing product.

Primary evidence hierarchy

Federal Reserve Small Business Credit Survey for borrower behavior, application channels, approval outcomes, and
lender experience.

Federal Reserve Senior Loan Officer Opinion Survey for bank underwriting standards, terms, and demand.
Federal Reserve monetary-policy releases for the interest-rate backdrop.

FDIC Quarterly Banking Profile for banking-system loan growth and credit quality.

U.S. Small Business Administration annual reporting for 7(a), 504, and related program scale.

Federal Reserve Beige Book for timely, qualitative industry and regional signals.

Limitations

The Small Business Credit Survey is a nationwide convenience sample and is not a random-sample estimate of all U.S.
small businesses.

Beige Book commentary is anecdotal and regional; it is used here as a directional signal rather than a national
statistical measure.

Competitor references were reviewed only to assess public resource positioning, not to evaluate underwriting quality
or customer outcomes.

Financing products, eligibility, pricing, laws, and disclosures vary by lender and jurisdiction.

Editorial principle

Use data o reduce uncertainty, not to manufacture urgency. A credible annual report should help a business owner
decide whether to borrow, what to compare, and what questions to ask, even when the answer is to wait.

Independent market research + Prepared for IOU Financial




INDUSTRY FINANCING TRENDS 2026

References

[1] Federal Reserve Banks, “2026 Report on Employer Firms: Findings from the 2025 Small Business Credit Survey,” March 2026.
Source link

[2] Board of Governors of the Federal Reserve System, “April 2026 Senior Loan Officer Opinion Survey on Bank Lending
Practices,” April 2026. Source link

[3]1 Board of Governors of the Federal Reserve System, “Federal Reserve issues FOMC statement,” July 29, 2026. Source link
[4] Federal Deposit Insurance Corporation, “Quarterly Banking Profile: Fourth Quarter 2025,” 2026. Source link

[5] U.S. Small Business Administration, “2025 Annual Report,” 2026. Source link

[6] Board of Governors of the Federal Reserve System, “Beige Book,” July 15, 2026. Source link

[7]1 Federal Reserve Bank of San Francisco, “Beige Book - July 2026: Financial Institutions,” July 15, 2026. Source link

[8] Federal Reserve Bank of Atlanta, “Beige Book - July 2026,” July 15, 2026. Source link

[9] Board of Governors of the Federal Reserve System, “January 2026 Senior Loan Officer Opinion Survey on Bank Lending
Practices,” January 2026. Source link

[10] OnDeck + Ocrolus, “Small Business Cash Flow Trend Report,” Q2 2026, reviewed for public-resource benchmarking. Source
link

[11] Kapitus, “Small Business Knowledge Hub” and financing product pages, reviewed for public-resource benchmarking. Source

ink

© 2026 10U Financial. For educational purposes only.

Independent market research * Prepared for IOU Financial


https://www.fedsmallbusiness.org/2026-report-on-employer-firms
https://www.federalreserve.gov/data/sloos/sloos-202604.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20260729a.htm
https://www.fdic.gov/news/speeches/2026/fdic-quarterly-banking-profile-fourth-quarter-2025
https://www.sba.gov/annual-report/
https://www.federalreserve.gov/monetarypolicy/publications/beige-book-default.htm
https://www.federalreserve.gov/monetarypolicy/beigebook202607-san-francisco.htm
https://www.federalreserve.gov/monetarypolicy/beigebook202607-atlanta.htm
https://www.federalreserve.gov/data/sloos/sloos-202601.htm
https://www.ondeck.com/small-business-trends
https://www.ondeck.com/small-business-trends
https://kapitus.com/
https://kapitus.com/

