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Lenders have
money but
they're picky

by Wayne Tompkins
wayne. tompkins@&incisivemedia.com

outh Florida banks say they

have plenty of money avail-

able for loans, but attorneys
for some area businesses say
their clients are being turned
away by lenders. And some busi-
nesses are dumping their banks
in favor of what they see as more
stable institutions.

“There is a perception issue
with the credit crunch, but there is
money to lend,” said Scott Jenkins,
senior vice president of the Florida
Bankers Association, which has
been on a media blitz to assure
the public that lending has not
been frozen. “A lot of our banks
were well capitalized before the
crisis in order to have money to
lend when a rainy day did happen.
We have money to lend. We need
people to walk in the door and ask
for loans.”

The Federal Reserve recently
said it was creating a special fund
to shore up the commercial paper
market — shortterm loans the
nation’s largest corporations and
municipalities take out to finance
daily needs. But the Fed move
won't be much help to the small
and mid-sized businesses that
are the engine of South Florida's
economy as they search for money
to buy inventory and make payroll.
And with credit markets frozen,
some are reporting a tough time
finding money for crucial day-to-day
operations.

“I represent a number of dif-
ferent companies that are in con-
versations with their banks right
now looking for just that very thing
— the short-term loan,” said Kevin
Gordon, senior managing direc-
tor of Berenfeld Capital Markets
in Coral Gables. “Frankly, a lot of
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companies are looking to replace their
lending facilities altogether, and you're see-
ing a lot of activiy.”

Gordon said traditionally, if a bank
stopped lending to a business, there were
saveral others willing to pick up the chent

“Mot any more,” Gordon said. “The strin-
gent level of due diligence and the amount
of chents the [arger banks are talang on
5 down to a trickle. So when companies
are being asked to eave their financing
relationships and asked to go seek lend-
ng elsewhere, at the next bank the lights
aren’t on, People are moving down the
food chain of lendars.”

Gordon said so far the worst of the
cradit crunch is centered on the real estat
industry or supporting CoOmpanies “one
degree away™ for the real estate business,
Wil it spread? Absolutely. Everybody has
contracted in some way, You are seemg

m
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Gordon said he's seemng plenty of activity in
the n-:-pr_-i-[e direction,

“I'm gettng calls from healthy compa-
nies worried that their financial nstitution
1% not going to be here in the same form,
and |asking], ‘Can you help me get out?”
he said. "They're worried about another
Lehman and all of & sudden thedr ling gets
jocked up. i | get four calls a day, it's
three saying my lender has asked me to hit
the road and one being proactive and say-
ing | want to change lenders.”

On Sapt, 15, Lehman Bros., the fourth-
largest securitias firm, filed the largest
bankruptcy ever.

The FBA's Jenkins said it appears a ot
of companies who might get a loan are
halding out and waiting for the economy fo
get better, not realizng they can actually
get a loan now,

“You've got to be a lttle more diligent,”
Gordon said. “You've got to have your act
together. It was a buyer's market and now
it's a lender's market. if you think you're
going to throw this cigar box of financials
n there and it will all ferret itself out in the
due diligence, good luck. You're not going
to get your deal done, because there are
way more deals than there ara land i

Aftorney Stuart A

imes, who heads thé
commercial and assetbased finance
practice at Stearns Weaver Miller Weissler
Alhadeft & Sitterson, said that while banks
are not lending at anywhere near the rate
they were a year ago, thera s plenty of
refated work keeping his firm occupied

“What we are sesing is restructuring of
a lot of existing koans and a fair amount of
workouts of loans that are either in default
or in danger of going mto default,” A
said. “That's what's keaping us busy.

Banks want to know things aren't going
to get a ot worse, Ames said,

"No one thought it was going to go as
low as it did,” Ames said. "1 can see whers
banks could lend to a company that has
very good assets, good fundamentals,
good managemant and 15 not dependent,
for example, on the price of fusl — the
things that are really unknown at the
mament.”

How many of those companies are
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Kevin Gordon of Barenfeld Capital Markets said there are

out there 15 hard to quantify, Ames saud,
"because we just haven't seen a great deal
of that kind of new loan activity in the last
six months,”

Public sector woes

Robert Brighton, who heads the
securities law practice group for Ruden
McCloskey, said in South Florida munic
ssuers are the entibes maost affected b
e |:-;}IT|I'IIE!'!'.I.-'I| paper i.'..’l‘.iﬁ.

The 52.66 {rilion market for state and
has been virtually frozen sinc
Lehman declared bankrupicy

States, bocal governments and nonprod
ts have sold 526 ballion in commercial
paper since Jan, 1, 2000, according to
Thomson Reuters data, Amang the hardest
hit states have been California, which has
about 51.5 billion in debt outstanding, and
Massachusetts, which on Sept. 29 failed to
complete the sale of 5100 million in com-
mercial paper, accordmg to Bloomberg
MNews, Earfer this month, Massachusetts
postponed a 5750 million offerng for the
second time in two weeks.

More than 512 bilion i municipal bond
and note sales have been delayed snce
the Lehman bankruptcy filing, according to
data compiled by Bloombarg.

*The muencipal governments are having
tax shortfalls, which means they need to
access the credit markets fo obiain creddt
for short-term needs, which they hope to
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make up either by adjusting their budgets
of raising tax revenues,” Brighton said,
“But in the short run, they still nead the
maney, and they need to dip into the mar-
kets.”

Although Florida 15 not experiencing
these difficulties to the same extent as
states e California or Massachusetts, he
said the guestion is whether muncipalities
will be able to get in line with the corpo
rate entities when the Fed enfers the com
mercial paper market.

Brighton said the markets are actually in

the second round of the commercial papes

suBprime moft
ton said. “Those lending
nstitutions have been big participants in
the commercial paper market, They were
having capital problems of their own, and
they stopped lending, Thare was a flight
to quality, cnly the hi y
could gat thewr paper sold and the
rates shot through the roof,”

Brighton said that, in many cases, the
credit crunch is affectng every borrower
with @ good track recard, It 15 the bank
preserving its capital,

“They have capital requrements,” he
said, "As perverse as it may sound, if you
stop lending you can preserve your capk
tal.”

For borrowers, “They don't have a lot
of choices, to be honest,” Brighton said.

way more deals than londers now,

*One possibality would be long-term debt
Or capping Enes of credit to the max, out
of concern lenders are gaing to pull their
fines. That sucks capital out of the banks,
which means banks start pulling Enes of
other customers. One problem causes
another,”

Other options includa cutting back or
spendmg or seekng vendar financing

“They end up having to buy less or get

short-term credit ma
have to develop their
their own resgurces, Brighton sa
ones that don’
arg not gong 1o be abie 1

Ti dit erunch could o

t have sufficien] resg

mately affect

Hherm,

how businesses borro
or even the long term

“We are a borrowr Gordon
said. “The idea of paying cash is a foreigr
concept, Borrowing is a drug. People are
going to have to wean themselves off of
it professionally and personally because
it's not going to be as available as it has
been.” m
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