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ETRDC Announces SBA’s New Ways to Improve 
Small Businesses Access to Capital

Kilgore, TX (November 19, 2008)-- In response to the credit crunch, today SBA’s Acting Administrator Sandy K. Baruah announced important loan program changes to help the agency’s lending partners increase access to capital for small businesses.  

First, an interim final rule allowing new SBA loans to be made with an alternative base interest rate, the one month LIBOR rate (London Interbank Offered Rate), in addition to the prime rate, which was previously allowed.  In the past 60 days, both the prime and LIBOR rates have not yet returned to their historical relationship—of roughly 300 basis points between the two rates.  The mismatch between the rates is squeezing SBA lenders out of the lending market, since their costs are based on the LIBOR rate.

“This change will help more small businesses obtain capital to grow their businesses and create new jobs,” Baruah said. “By allowing both rates, SBA is making its programs more flexible, increasing opportunities to access capital and giving both lending partners and small business customers more options to meet their needs.” 

The second change allows a new structure for assembling SBA loans into pools for sale in the secondary market.  The enhanced flexibility in loan pool structures can help affect profitability and liquidity in the secondary market for SBA guaranteed loans, especially with the current market conditions.  Because the average interest rate is used, these pools are easier for pool assemblers to create, thus providing incentives for more investors to bid on these loans.  

“The challenge small businesses face today is not the cost of capital, it is access to capital,” said Baruah. “Interest rates are at historically low levels meaning money is inexpensive, yet lenders aren’t lending and borrowers aren’t borrowing.  This indicates markets are frozen due to liquidity concerns.  This interim final rule is an important step to reenergize the lenders to make SBA-backed loans and will help open the gateway of capital for entrepreneurs.”

“SBA moved quickly on these changes after consulting with small businesses, lending partners 
and other government agencies,” said Eric R. Zarnikow, SBA’s Associate Administrator for the 
(more)

Office of Capital Access. “We’re confident these solutions will help free up capital so lenders can continue to make SBA-backed loans.”

By addressing market issues that were impeding the funding streams for both lenders and small businesses, SBA is making capital more available to America’s small businesses.  The SBA will be issuing additional technical guidance to lenders in the coming weeks relating to the implementation of these important changes.

The East Texas Regional Development company is located in Kilgore, Texas and serves all of East Texas and the rest of the state. The ETRDC stands ready to assist in keeping America's economy going - especially in times of crisis. For more information on the ETRDC, contact Luke Kimbrough at 903.984.8641 x 219 or 903.742.3412 or visit www.etrdc.com.  For more information on the interim final rule or to share your comments, visit www.regulations.gov. To learn more about SBA’s guaranteed loan programs visit www.sba.gov.
###

About the East Texas Regional Development Company
Since 1983, the East Texas Regional Development Company (ETRDC) has provided small businesses in Texas with the financing they needed to expand or even start their business. ETRDC is a private, non-profit, organization formed for the purpose of assisting small businesses. The ETRDC has helped many Texas business owners achieve long term financing for all of their business needs. ETRDC is administrated by ETCOG.

About the East Texas Council of Governments
The East Texas Council of Governments (ETCOG) is a voluntary association of counties, cities, school districts and special districts within the fourteen-county East Texas region. ETCOG assists local governments in planning for common needs, cooperating for mutual benefit and coordinating for sound regional development. Established in 1970, ETCOG, either directly, or through its contractors, provides programs and services for East Texas seniors, employers, and job seekers. ETCOG and its contractors also builds the 9-1-1 emergency call delivery system, provides peace officer training and homeland security planning services; and delivers rural transportation services, business finance programs, and environmental grant funding for its region. 

ANDERSON • CAMP • CHEROKEE • GREGG • HARRISON • HENDERSON • MARION • PANOLA • RAINS • RUSK • SMITH • UPSHUR • VAN ZANDT • WOOD
image1.jpeg
ge&ng
ETRDC





