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Learn More fronMain Street

Whether it was seed capital to open for the first time or a line of credit to build inver

or a short term loan to keep the lights on, businesses rely on community banks, g

financialinstitutions,insurers and others These stories illustrate thugh real companies
the benefits of the nexus betwedtain Streetand financial institutions.
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Executive Summary

More thanthree-quarters of Anerican companies of all sizesport that the cumulative effect of the DodérankWall
Street Reform and Consumer Protection Actl other financial regulatory rules adopted over the past six years is
making it harder for them to access tfinancial services they needihis is true amongmall, mid&zed and een large
companies and ielt most acutely in a lack of access to services helping them manage-day liquidity.

This matters becauséné¢ financial needs of businesses are agidie as the American econonggompanies work to
ensurethat they have affordable access to a vayief suppliers for tk financial products they nee@ne of the

unintended consequences of the regulatory efforts to reduce risk in the financial system is that many service providers
have decided to walk awaydim providingsome products and markets.

Without a robust financial services supply chain, our nation cannanfie adequate economic growtRegulatory
efforts to ensure financial stability must be accompanied by equally vigorousddatn analysiso make certain that
Main Streetcompanies cotinue to have access to the financial services they need.

The U.S. Chamber of Commerce survayede than 30Ccorporate finance professionaddbouttheir core financial
services needs and the indirect regulatory impact of all the nedtypted financial rgulations.We asked them about

the products thg use andhe types of fhancial services they rely ove alsoasked them if and how they are seeing the
impact from financial regulation obusinesses and their customers.

State of Corporate Finance

Main StreetCompaniedHave Different Financing eds
Companies access and use a variety of different financial products and services on a routinsuchsis

Cash management tools
Commercial paper

Debt financing
Derivatives

Equity financing
Longterm loans

w W W W W W

! See Appendix for a glosyeof key terms used throughottis report.

www.financinggrowth.com
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THE IMPACT OF FINANCIAL REGULATION

Shortterm loans

#FinancingGrowth

Trade financing Takeaways
Each of these products and servieekiresses specific need State of Corporate Finance
faced byMain StreetcompaniesTo meet those needs, f Businesses are simultaneously relying on
. | hiah val ibil q d multiple financial services providers for a
companies place a high value on thecessibility oproducts an g s o

services tananage their finances 1

More than halfof companies surveyed utilizgl eight
products and servicdsstedon a routine basiand 85%
used 4 omore.

Businesses are increasingly looking for a diverse
financial services systeta meet the growing
complexity of their investments and operational
financing needs.

Cash Crunch: Access to Capital Is the Top Financial

86% saidhat it is important for financial serviee Concern for U.S. Businesses

providers to offer a wide spectrum of sereg 1
65% want providers to specialize in specific products

CompaniesRely onFnancial Institutions of All Szes

The surveyound thatbusinesses use a combinationfisfancial
institutions for critical financing activitieandthe mix of financial q
services and products usésiclosely tiedo the availabilityand
diversityof financing sources.

20%of all small and midsize companiasdthat they use
four or more financial institutions to issue commercial
paper,raisecorporate debt, or access trade financing q
Large businessasse four or more financial institutions in
a variety of contextgparticularly wherobtaining long

term loans, puchasing derivatives, and issuing corporate
debt.

68% (up from 50% in 2013) indicated that it is important
for their financial services provider to have a global
footprint. q

f

Knowing that Main Streetompanies depend oa vibrantand
diverse financial services industwye wanted to understand how

Managing cash flow and liquidity is the biggest
financial concern for companies, and coamges
believe current and pending regulatis will
makethose operationsnore challenging.

Onein three companiesstaking unanticipated
steps in response to regulations and economic
changes.

Companies are concerned about accessing
credit, managing dajyo-day currency risk, and
raising short term capital. Adre necessary
functions to manage cash flow, liquidity, and
fund future expansion and growth.

Regulatory Impact

Nearly four in every five businesses say that
financial industry regulation has dithe

affected their financing activities.

This is no longer just@rporateissue, as
businesses are increasingly being forced to pass
the impactof financial regulationsn to
customers and employees.

Increased bank capital charges are viewed as
the primary source of increased costs.
Onethird of companies expect the regulatory
effect to worsen in the next three years.
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the implementation of financial services regulation is impacting bompaniesoperate and serve their customers.
What we heard waa particularlystrongand growing concerfor the ability of businesse® access credit antb
manage cash flow and liquididue to existing and pending regulatiomMdoreover, many businesses are taking
unanticipated steps to address increased costs or a lack of access to financial sgnvieesxpense of customers or
expansion

43% ofthe companies surveyeshid that maintaining cash flow and liquidiye their chief concern

50% said that increased bank capital charges have inalehsi costs and challenges

79%have seen their businesdgfected by changes in the financial services markets.

29% have increased prices for customers and consumers as a result of changes to the financial services marke
(double the level seen in 2013).

§ 76% believe that the regulations on the financial ®r$ia aSOG2NJ gAtf y20 KSt L) (K!
nexttwo to threeyears

w W W W

As aresult in an era where economic growth has been stagnasetfind that existing and additional regulation of the
financial services industmpuststrike a betterbalance betweerits impact on business and economic growth.

www.financinggrowth.com
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Introduction

America is stuck in the worst economic recovery since the Great Depression, witfohitterd momentum.To mount a
turnaround the countrywill dependon businesses large andsmali to create jobs andirive new economic growth

Companiescrosshe countryunderstand and appreciate this responsibility and belitng they could be doing better.
But the facts ardnard to ignore Profits are down there are fewer entrepreneurs atting small businessesaising
capital andaccessingredit is more expensivand capital expenditures are hittiral-time lows. Forcompanies to
overcome these hurdles and get the economy back on track,nkega diverse and robust financial systefihey need
accesdo reasonably pricedapital cash management solutionandtools to managealay-to-day businessisk.

For example:

§ Agricultural companies need accesstompetitivelypriced derivatives to hedgewings incommodity prices

§ Multinational corporations use derivatives to hedijigctuations in
currendes and interest rates

§ Company expansions necessary to support growth are financed by

short- and longterm debt serviced by banks ¢Several years ago we were looking to refinan
our 17,856squarefoot building in order to save

§ Emerging companies rely on investment banks with a global footpfininoney that we could use to expand our custonr

to underwrite public offeringandprovidecounselon thetiming and base. By working closely with our bank and &
. . Missouri State program, we were albesecure a
type of capital to issue

loan that allowed us to lower our interest rate ai
) ) ) ) ] generate more cash flow. This freed up additior
Companies that experience cash fluctuationg dwi inventory production or funds to invest in technology, training, and

lag time between production and sales depend on cash management tools t§xPansion. For a small business like ours, the ¢
L . savings and extra capital came at a greag tand
ensurethat they have the liquidity to pay suppliers and employees allowed us to invest in updating our local busirée

SamsCarpet Cleaning and Repairs \

We talked directly to corporate treasurers, CFOs, founders, and CEOs.
Collectively, hese are the corporate employees who are accountable for \ -/
making surdahat their companies have the resources and funds necessary to manage and safeguard corporate
finances the fuel tosustain and grow any company.

Jeff and Susan Sams, Own

The overall message we heard is thampanies have many different financing needs and rely on financial institutions of
all sizes. Furthethe financial regulatory environment is getting worse and hampering their ability to acquire the
financial resources they need.

www.financinggrowth.com
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While this report providemsight into how businesses of all sizes use the financial system and how financial services
regulation impacts that system, many questions remain. Specifically:

§ Can our financial system succeed in meeting the demanifaof Streetcompanies?
§  Will chan@s in the regulation of financial institutions continue to limit credit availability or put a strain on

market liquidity?

It is alreadyclear, however that current financial regulations are making it hard for companies to lift the American
economy. In factf6%of survey respondentbelieve that the regulations on the financial services sector will not help

i KSA NJ O auvdok oyek tBeie®t three years

The Chamber is committed to advancing an agend
that promotes welifunctioning andstrongcapital
marketsso thatAmerican businesses have the tools

and resources necessary to drive economic growth.

Methodology

¢ KS | ®{ ® Cénterfor CapitdiMarkets
Competitivenes¢CCMGC)working with Brunswick
Insight, surveyed more than 300 corporate
treasurers, controllersCFOs, and CEOs from a wid
range of companies with gross revenues fronder

r

a

(o]

S

g

-

$100,000 to more than $100 million.§h 2 yf Ay S
from April 21, 2016to May 8, 2016. Questions covered topics such as economic outlook, regulatory challenges, cash
operations, relationships with financial institutions, and whaies of institutions companies use for differentdircial

functions among other topics.

FACES DaySpa \

oMy husband and | opened FACES Day®pa than two decades ago an

have watched it grow into a successful business. A couple years ag

wanted to expand by opening a new FACES Lash Studio. We prefer
our facilities, rather than renting, so we needed to secure a mortgage

ur bankfor the property, as well as a loan to upfit the new space. We

together a business plan for FACES Lash Studio and negotiated a pt
price for the real estate. Over the years, FACES has built a close, sug

relationship with our bank which hagtched our business grow and is
familiar with the success of FACES Day Spa. As a result, we were a
ecure both the mortgage and loan on agreeable terms that let us ge

LashSudio off the ground. Now the new business is thriving and ha
eneraked enough cash that it allowed us to pay off the upfit loan alre:
b2yS 2F (KA&a g2df R KIS 6S8SSy L
continues to be a valuable and reliable partner for our small busines

Patricia Owen, Presidel

ddz2NDSeés gKAOK o0dzaAf G dzlRy
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CompaniedHave Different FnancingNeeds andrely onFnanciallnstitutions of All Szes

From the large multinational manufacturer that uses ctlege-counter derivatives to hedggas prices to the small town

florist that uses a shoiterm loan fromthe local bank, companies
of allsizesrely on the financial services industry to drive growth.
Businesseaccessand use varioufinancial products and services
andrely on multiplebanks and other financial institutiornts
mitigate day-to-day business risk, raise capital, issue daht
manage liquidity.

Since 2013, companiese using more and more varidithancial

services to provide the tools and services necessary to oparate
grow their businessef an increasingly competitive global marke
Unfortunately, the cost and complexity of obtaining these servic
in the Lhited Stateshas risen due to the regulatory environment.

Key Findings

§ More than half of companies surveyed iz alleight
products and services listed on a routine basis and 85%

used 4 or more.

rGreat Plains Energy | Kansas City P&véght Compan}

GThe electric power industry is one of the most capit
intensive business sectors in the United States with 2
capital expenditures totaling over $100 billion alone. |
access to the money market and capital masiet
essential foKansas City Power & Light Company ar
other utility companies to continue to invest in the
electric grid to ensure all Americans enjoy safe anc
reliable power for years to come. We use working ca|
obtained under or supported by lines of credit predd
by financial institutions to conduct daily operations th:
2S repay those funds with money raised through debt ai
equity offerings to permanently finance investments li
needed generation facilities and transmission lines
Without the help of Wall Stre@nd banks our business
would be impossible. Unfortunately, banking and
securities regulation advanced under Ddgtdnk, Basel
I, and Money Market Fund reforms have all combine:
limit access to capital, restrict legitimate risk
management toolsandincrease borrowing costs that w
serve to limit future capital formation and increase th
cost of electricity for everyorge.

James Gilligan, Assistant Treast

- /

institutions in a variety of contexts, particularly when obtaining legn loans, purchasing derivatives, and

§ 20% of small and midsize compangaédthat they use
four or more financial institutions to issue commercial
paper,raisecorporate debt, oaccess trade financing

§ Large businesses also used four or more financial
issuing corporate debt

§

8
footprint.

§ 65% want providers to specialize in specific products.

86% indicated that it is important for financial services providersffier a wide spectrum of services.
68% (up from 50% in 2013) indicated that it is important for their financial services provider to have a global

www.financinggrowth.com
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Services Used

Use of bank services

Cash management
Obtaining short-term loans
Obtaining long-term loans
Issuing long-term debt
Trade financing

Purchasing derivatives

Equity issuances

Issuing commercial paper

Percentage of respondents that use each service.

85%

10% 51%

Use 4+ services Use 6+ services Use all services

Importance of Bank Attributes

How important is it for your company to have a bank that:

0,
82% 863 1% 19%
I I I 55% 68%
Hasa Has a wide Has a Has a large Specializes Has a large
well-established spectrum regional domestic in specific global
local or regional of services? presence? footprint? products? footprint?
footprint?

Respondents who indicated attributes as “important”

www.financinggrowth.com
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Use of Different Bank Types

43% 4T% -y 42% 45%
26% 1 " 2 28% [l 28% =
0 (] 0,
"N W20 . 20% 9% 2% oy,
1% 13% 12%

Obtaining Obtaining Issuing Issuing debt Cash
short-term long-term commercial management

loans loans paper

43% a4% 33% o)

Purchasing Trade Equity Payments
derivatives financing issuances

M Global I National M Regional ™ Local

Please indicate the type of Financial Institution your company uses mostly for that service.

Number of Institutions Used

Percentage of respondents that use 4 or more financial institutions for each activity
Obtaining long-term loans 14% 44%
Purchasing derivatives 1% 42%
Issuing debt 20% 38%

Obtaining short-term loans 38%

Issuing commercial paper 22% 31%
Trade Financing 19% 35%
Payments 18% 33%
Cash management 30%

. . . I Small/Mid-Size Companies
Equity Issuances 20% 28% B i

10
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The Future: What Are Companies Facing

Cash Crunch
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With a reliance on constrained financial servigpartners, cash flow and credit access pose the greatest firen

challenge to U.S. businesses

Companies often fail daceturmoil because of cash management
problems For examplesupplier invoicesancome due beforagevenuesor
growth in sales neesto be supported byaddedinvestment. Managing
cash and liquidity are top concernsifin Streetbusinesses andn the

lastfive years, regulations and economic changes have forced one in three the form of more and more contracts. Ougbi

companies tdake new or unexpected steps to manage their cashs

OKIftSy3S Aa SalLSOALfte FO0dziS ¥ 2 Ndedi hrPcDidbalylinSdive B anluch deed

Key Findings

§  43% of respondents said that madining cash flow and liquidity
aretheir chief concern.

§ Companies arenostconcerned about accessing credit, managing  they did to support our small business in thos

dayto-day currency risk, and raising short term capitalasdl
necessary functions to manage cash flow and liquidity

§ Regulations and economic changes have forced one in every three

companies to take new or umpected steps to manage their cash
§ b50%said thatincreasel bank capital charges have incredsbeir
costs and challenges

www.financinggrowth.com
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dn 1989, after 21 years in tiMarine Corps, |

started Quality Support, Inc., with only $600, .

small loan from my Dad...and a dream. | did n
even own a suit back then. | worked day and ni
for a number of years and finally saw progress

Quality Support, Inc.

break came when we were offered a very hig
level contract in the United Kingdom. It was o

line of credit that allowed us to take on this
important contract in London and make it all wc
The contract pumy company on the map and o

a path to sustainable growth. Without this
FAYEFYOAY3II LQY y2i ad
cannot thank our credit provider enough for wh

early days. After 26 years in buesia, Quality
Support continues to operate successfully, in
very competitive and challengiegvironmenté

Wayne Gatewood, Jr., Founder and (

oY
N

N y
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Operational Concerns

Concern (rank)
Ind ey  2nd ey 2nd ctie)
Sth 6th |
Tth (tie) Tth (tie)
Bl EE
Accessing : Managing : Raising : Investing : Adopting : Negotiating : Attracting : Accessing the : Reducing the :
(redit  : day-to-day : shortterm : short-term : long-term © termsand : investorsand | publicdebt i riskof
: currency risk : operating : capital  : credit raising : conditions for:  raising : markets : litigation
5 i capital . plansforthe :  loans  : capitaland : © when
: © business © equity from © releasing
: . publicand : : company
¢ private  disclosures to :
markets analysts
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