Small Balance Loan Research

Another Take on Market
Fragmentation

May 2014

SmallBalance.com
BOXWOOD MEANS, |NC Small Loans. Big Market. Begin.



Another Take on Market Fragmentation

= Small balance commercial (SBC) loan originations under $5 million in value topped
$175 billion in 2013, the highest level since Boxwood began tracking originations
activity in 2006.

= Conventional wisdom determines that the SBC is very fragmented with no
dominant national lenders commanding large loan market shares. In fact, the top
15 lenders command only 23% of last year’s total production, and it’s varied by
only a couple of percentage points over the years.

»= That said, it’s not exactly a level-playing field when we take the analysis down to
the state level. Fragmentation varies and lender concentrations can be pretty
high. See the graph below.

LENDER CONCENTRATION, BY SIZE OF SBC LOAN MARKET
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= The horizontal axis shows the increasing percentage of market share for the top
15 SBC lenders in the states shown. The left axis shows the increasing
percentage of share for the No.1 lender in these states. The bigger the size of
the circles, the bigger the size of the state’s loan market. So the states towards
the upper right are more concentrated, the ones towards the lower left are less
concentrated.

= So, e.g., the top 15 lenders in CA have 44% of total market share and the No.1
lender has nearly 15% of what amounts to a very large, $30 B market. By
contrast, TX, FL and IL are sizable markets still, but have lower lender
dominance.

= Bottom line: to maximize success, regional and national SBC lenders need to
know their competition, and the different opportunities and risks presented by
different markets.
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This Small Balance Loan Research is a complimentary report produced on a periodic
basis by Boxwood Means, Inc. For more information about Boxwood’s small balance
originations research, including paid market intelligence reports at the state or metro
level, contact us at info@BoxwoodMeans.com. To receive our monthly Small Balance
Advocate report on trends in the small commercial property markets, sign up for our
newsletter here or follow us on our new Linkedin page for all company updates.

The information contained in this report is developed or obtained by Boxwood from
sources believed to be accurate and reliable. However, because of the possibility of
human or mechanical error as well as other factors, all information contained herein
is provided on an “AS IS” basis. Boxwood makes no warranties, expressed or implied,
without limitation, to the information provided, nor are we responsible for any errors
or omissions.

Boxwood Means, Inc. is a Stamford, Conn.-based real estate research and analytics
firm supporting the investment, valuation and risk management needs of a diverse
base of commercial banks, and investment and services firms. Boxwood owns and
operates SmallBalance.com where commercial property evaluations, automated
valuation models and data analytics are obtained by participants in the small
commercial property and loan markets.
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