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I. VARIABLE INFORMATION

Our sample is a cross-section of U.S. commercial banks. To be included in the
sample, banks must have reported some level of SME lending in the Call Report in
2019H2 and be categorized as small based on asset size at that time. Reporting banks
are considered small if assets are below $10 billion. Of the 3,960 banks, 3,852 are
classified as small banks. We also adopt the Call Report definition of conventional
small business and farm lending as business loans of $1 million or less and farm loans
of $500,000 or less, respectively, including drawdowns on loan commitments.

Following Dufresne and Spiegel (2025), we characterize PPPLF program participa-
tion through the variable PPPLF, defined as the ratio of bank borrowing from the
PPPLF program relative to total SME lending, including PPP borrowingE] To remove
the influence of outliers and reporting errors, we winsorize our base specification data
set at the 2.5%-97.5% level. Our dependent variable is a measure of growth in SME
lending at the bank level. %ASME is a measure of average annualized growth in
small business and farm lending between 2019H2 and 2024H2.

The time period of our conditioning variables corresponds to 2019H2, just before the
COVID period and the launch of the PPP program. Conditioning variables include
LIQUIDITY , which measures bank cash and security holdings as a share of total
assets as a measure of bank liquidity; DEPOSITS, which measures core deposits
relative to total assets to capture a bank’s reliance on deposit funding; CAPIT AL,
a measure of tier one capital relative to total risk-weighted assets, and COMMIT
as a measure of outstanding loan commitments. We also include SM F19, a measure
of levels of SME lending normalized by total assets in 2019H2 to account for exist-
ing disparities between banks in small business exposure prior to the pandemic, and
PROB as an aggregate measure of past-due and non-accrual “problem" loans relative
to total assets. Finally, we include TRADABLE as the share of available for sale

assets held by banks to identify differences in bank business models.

II. METHODS

We use instrumental variables estimation to respond to the likely endogeneity of the
impact of the COVID-19 pandemic on bank fundamentals. Following Dufresne and
Spiegel (2025), these include indicators of the intensity of bank interaction with the

In the Call Report, PPP loans pledged as collateral to the PPPLF are reported as an item on
Schedule RC-M. When these loans are no longer required as collateral, the dollar amount of the item

is reduced.
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Small Business Administration prior to the pandemic and proprietary indicators of
familiarity with the Federal Reserve discount window, including a count of documents
on file for a bank at the Federal Reserve discount window and the bank’s total col-
lateral pledged to the discount window program. We split the small bank sub-sample
into above and below median samples based on three indicators: LIQUIDITY
CAPITAL, and TRADABLE. We then run our instrumented panel specification

for the two samples.
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TABLE OA.1. High & Low Covariates, Small Bank Sample PPPLF

LIQUIDITY CAPITAL TRADABLE
Low High Low High Low High
PPPLF 0.481*** 0.260 0.418™** 0.268 0.522*** -0.159

(0.175)  (0.160) (0.111)  (0.313)  (0.140)  (0.243)

LIQUID 0140  0.0997*  0.0990*  0.112**  0.139"**  0.0168
(0.148)  (0.0542)  (0.0500)  (0.0472)  (0.0476)  (0.0532)

COMMIT -0.0187  0.0262 -0.0446 0.112 0.0205  -0.0317
(0.0973)  (0.103)  (0.0718)  (0.168)  (0.1000)  (0.102)

DEPOSITS  0.00610  0.136" 0.0900 0.0306  0.0512  0.0787
(0.0569)  (0.0707)  (0.0556)  (0.0712)  (0.0657)  (0.0613)

CAPITAL 0.182**  0.142**  -0.0372  0.132**  0.186**  0.0955
(0.0752)  (0.0678)  (0.177)  (0.0664)  (0.0788)  (0.0697)

SME19 0.101%**  -0.275***  -0.0968"** -0.293*** -0.135*** -0.309"**
(0.0305)  (0.0331)  (0.0281)  (0.0353)  (0.0283)  (0.0392)

PROB -0.159 0.0412 -0.231 0.0628  -0.141  0.0355
(0.177)  (0.169) (0.166)  (0.170)  (0.185)  (0.168)

TRADABLE -0.0124 -0.0790***  0.0260  -0.0605**  -0.0408 -0.0674**
(0.0238)  (0.0302)  (0.0295)  (0.0248)  (0.0664)  (0.0329)

CONSTANT ~ 0.0330  -0.0279  -0.00886  0.0594  -0.00150  0.0513
(0.0525)  (0.0654)  (0.0557)  (0.0674)  (0.0610)  (0.0582)
N 1926 1926 1926 1926 1926 1926

Standard errors in parentheses
*p <0.10, ** p < 0.05, *** p < 0.01

Note: Sample of small banks divided into two subsets by low and high covariate values. Ob-
servations are considered high if they are greater than the sample median, and low otherwise.
Columns 1 and 2 report results for low and high sub-samples based on LIQUIDITY respec-
tively. Columns 3 and 4 report results for low and high sub-samples based on median value of
CAPITAL respectively. Columns 5 and 6 report results for low and high sub-samples based
on median value of TRADABLE respectively. Standard errors in parentheses are clustered by

bank size. * p < 0.10, ** p < 0.05, *** p < 0.01
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