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Why This Matters Now

We are not in a normal economic cycle. We're in the middle of a structural transformation
—a shift marked by rising federal debt, tightening credit markets, workforce contraction,
geopolitical realignment, digital disruption, and political volatility. If you're a business
owner or CEQ, this isn't something happening “out there.” It's showing up right now—in
your interest rates, in your supply chain, in your job postings, in your margins.

And it's about to accelerate.

With the second Trump administration taking shape amid already strained
macroeconomic conditions, the next 18—36 months may be defined not by certainty, but
by compounding pressures: across interest rates, tariffs, defense spending, immigration,
regulatory enforcement, and global trade alliances. In this environment, strategic
missteps will cost more. But well-timed moves? They’ll open new lanes of growth and
competitive separation.

This guide is built for operators, not theorists. It's for those who don’t have time to sort
headlines from policy signals, but who know that ignoring them altogether is no longer an
option. It gives you the frameworks to navigate, interpret, and act—not with perfect
foresight, but with better filters, stronger context, and clearer conviction.
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How This Guide is Structured—and Why It Matters

We've broken this guide into three core arcs:

)

Part | — Foundation (Sections 1-10): Understanding the
Forces that Shape Risk and Opportunity

These chapters build the strategic literacy every modern business leader
needs. You'll explore how debt cycles evolve, how the Federal Reserve’s toolkit
really works, and how demographic and labor force changes are no longer
slow-moving variables—they're here, reshaping both hiring and consumer
demand. We'll walk through why credit has tightened, what capital now costs,
and what it takes to get approved. We'll also examine systemic risks—from
CRE exposure in banking to the real-world limits of stimulus—and how each
policy lever affects your business’s ability to grow, hire, or invest.

This is the operating terrain. And understanding it is no longer optional.

Part Il — Perspective (Section 11): What History—and a
Second Trump Term—Might Teach Us

Section 11 zooms out to help you zoom in. It introduces a comparative
framework that draws from the 1920s, the 2020s, and the projected economic
agenda of Trump 2.0. We explore how themes like isolationism, populism,
asset bubbles, trade friction, labor realignment, and technology booms have
surfaced before—and how the responses (or lack thereof) shaped decades of
economic momentum or decline.

This section is not political. It's predictive in the best way: it surfaces pattern
recognition, so you can scenario-plan not with fear, but with foresight.
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Part lll — Action (Section 12): The Strategic
Playbook for Operators

Section 12 isn't a recap—it's a roadmap. It synthesizes the insights from earlier
chapters into tactical business moves tailored for uncertain times. Think of it
as a high-leverage checklist for smart adaptation: managing cash flow under
high rates, capturing tax advantages before they phase out, investing in
workforce resilience, unlocking Al-powered productivity, preparing for regional
regulatory fragmentation, and navigating tariffs with a resilient supply chain
design.

This section isn't about theory. It's about execution. And the companies that
execute early will be the ones best positioned to lead through the next reset.

What You'll Gain

This guide isn’t about “waiting to see what happens.” It's about building an organization
that’s structured to move when others hesitate.

You'll walk away with the ability to:

@® Translate complex macroeconomic data into specific business implications

@® Pressure test your financial model and contingency plans against multiple scenarios
@ Structure capital decisions based on true risk-adjusted ROI

@ Align workforce investments with demographic realities and policy shifts

@ Rethink your pricing, supply chain, and sourcing strategies for a deglobalizing world

@ Monitor the signals that matter most—and ignore the ones that don't

You don't need to be an economist. You just need to think like one when the stakes are
high.

Why You Must Lead Now

This moment rewards discipline. It punishes delay. Every CEO and business owner now
faces the same challenge: operate in a world where borrowing is more expensive, risk is
less diversifiable, and incentives—whether tax, labor, or capital—are in flux.
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Your competitors are watching the same signals. But only some will move fast enough to
adjust.

The ones who thrive in this cycle will be those who:

@ Build liquidity as a hedge—not a cushion

@ Leverage current tax code opportunities before they sunset

@ Invest in automation and Al to do more with less

@ Structure their teams to retain legacy knowledge and develop future talent

@ Prepare now for global volatility, not after the next tariff or trade block hits

Final Thought: Strategy is Not a Luxury—It's a
Survival Skill

This is not the time for one-size-fits-all playbooks or waiting for the Fed to “return to
normal.” The terrain has changed. Your mindset must change with it. You are not
simply running a business—you are guiding a vessel through headwinds,
bottlenecks, policy shifts, and global realignment.

This guide is your compass.

Now let’s get to work.

Because in today’s economy, fortune doesn't just favor the bold.

It favors the prepared, the adaptable, and the clear-eyed leaders who step into the
storm—and keep building anyway.
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Section1:

How We Got Here—A
Strategic Look at Debt
Evolution

Understanding today's debt landscape
requires examining how the U.S. has handled
economic crises over the past centuries. What
emerges is a clear pattern: debt levels spike
during wars and recessions, then typically
settle down—unless something structural
shifts. We're currently experiencing one of
those fundamental structural shifts.

The Arc of American Fiscal History

The trajectory of U.S. federal debt tells a story of crisis response, institutional adaptation,
and the gradual normalization of higher debt levels. For business owners, this history
provides crucial context for understanding current conditions and anticipating future
scenarios.

The Pre-Modern Era (1790-1940): Fiscal Restraint
as Default

From the founding of the republic through the onset of World War I, federal debt
remained relatively constrained by contemporary standards. Even after major conflicts
like the Civil War, debt levels typically returned to modest percentages of GDP during
peacetime. Several factors enforced this discipline:

The Gold Standard Constraint:

@ Until 1933, the United States operated under various forms of the gold
standard, which imposed natural limits on monetary expansion and, by
extension, the government's ability to finance deficits through money creation.

Capacity Building © Capacity Building Solutions, Inc. 08
Qa Solutions www.capacity-building.com



http://www.capacity-building.com/

7~ Limited Federal Role:
E(D, | The federal government's role in the economy was fundamentally different.

There was no Social Security, Medicare, or unemployment insurance. Federal
spending focused primarily on defense, basic infrastructure, and debt service.

Philosophical Framework:

Both political parties generally accepted the principle that peacetime deficits
should be avoided except in extraordinary circumstances. This wasn't just
political rhetoric—it reflected genuine constraints imposed by the monetary
system and limited borrowing capacity.

The Great Depression marked the first systematic challenge to this framework. As
unemployment soared to 25% and GDP contracted by 30%, President Franklin D.
Roosevelt's New Deal represented the first systematic use of federal borrowing for
economic stabilization. Debt rose from 16% of GDP in 1929 to 44% by 1940, establishing
the precedent that government fiscal action could and should respond to economic
crises.

The World War Il Watershed (1940-1950):
Debt as National Necessity

World War Il transformed both the scale and perception of federal debt. Military spending
required unprecedented resource mobilization, driving debt to 106% of GDP by 1945. Yet
this episode demonstrated something crucial for today's business owners: high debt
levels need not be permanently destructive if accompanied by rapid economic growth
and broad social consensus about national priorities.

7~ The Post-War Growth Miracle:

@ The post-war period saw debt decline not through austerity but through robust
economic expansion. Real GDP growth averaged 4.2% annually through the
1950s and 1960s, while inflation remained moderate. This combination
allowed the debt-to-GDP ratio to fall dramatically even as the absolute level of
debt continued to grow.

Institutional Innovation:

The war effort created new fiscal and monetary institutions—including
expanded Federal Reserve capabilities, systematic economic measurement
(GDP accounting), and coordinated fiscal-monetary policy. These innovations
provided tools that remain central to economic management today.
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Demographic Dividend:

The post-war baby boom provided expanding labor forces and tax bases,
creating a natural tailwind for growth-driven debt reduction. This demographic
pattern is now reversing, with important implications for future fiscal
sustainability.

The Modern Debt Cycle (1980-Present):

Crisis-Driven Expansion

The contemporary debt era began with the Reagan administration's combination of tax
cuts, defense spending increases, and recession-fighting fiscal expansion. This period
established several patterns that define today's fiscal environment:

The 1980s Expansion:

%@a Debt climbed from 31% of GDP in 1981 to 54% by 1993, driven by supply-side
tax cuts, defense buildup, and the costs of the savings and loan crisis. Unlike
previous debt episodes, this expansion occurred during peacetime and
reflected ideological shifts toward tax reduction and military spending.

S N The Clinton Surplus Interlude:
@ The 1990s featured rare peacetime surpluses, briefly reducing debt to 54% by

2001. This achievement reflected strong economic growth, defense spending
reductions following the Cold War's end, and temporary restraint on
entitlement growth. However, this proved to be an anomaly rather than a
sustainable trend.

Ve The 2000s Sequential Shocks:
The new millennium brought sequential challenges that prevented debt
consolidation:

@ The dot-com recession and 9/11 attacks triggered immediate fiscal
responses

@® The Iraq and Afghanistan conflicts required sustained defense spending
increases

@ The 2008 financial crisis necessitated massive intervention to prevent
economic collapse

Each episode added layers of debt while revealing the limits of traditional fiscal space. By
2019, debt had reached 108% of GDP even during a long economic expansion—a pattern
that historically would have supported debt reduction.
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The COVID-19 Acceleration (2020-2025): Unprecedented

Peacetime Expansion

The pandemic represented the most rapid peacetime debt accumulation in American
history. Congressional response totaling approximately $4.6 trillion in fiscal support drove
debt from 107% to 125% of GDP in just two years. This response included:

£
Az

®® @

The CARES Act ($2.2 trillion):

Provided direct payments to individuals, expanded unemployment insurance,
and created the Paycheck Protection Program for small businesses.

The Consolidated Appropriations Act ($900 billion):
Extended and enhanced initial relief programs while providing additional
support for businesses and individuals.

The American Rescue Plan Act ($1.9 trillion):
Continued direct support while providing substantial aid to state and local

governments.

Additional Targeted Programs:

Including enhanced small business lending, housing assistance, and
healthcare support.

Unlike previous crisis responses, COVID-era spending occurred when debt was already
elevated and demographic pressures were mounting. The Federal Reserve's simultaneous
expansion—growing its balance sheet from $4.1 trillion to nearly $9 trillion—provided
temporary financing capacity but created new longer-term constraints.

U.S. Federal Debt Trajectory by Era (Expanded Analysis)

Era Peak Debt %  Key Drivers  Resolution Mechanism Modern Relevance
1790- 44% Civil War, Great Peacetime restraint, gold Structural constraints
1940 ° Depression standard discipline no longer exist
1940- 106% WWII Rapid post-war growth Growth rates now
1950 ° mobilization (4.2% annually) much lower
1980- 549 Reagan policies, | Clinton surpluses, Cold War Political consensus
2000 ? defense buildup peace dividend now absent
2000- 9/11, wars, No sustained reduction Pattern of crisis-

108% . ; L . . .
2019 financial crisis achieved driven expansion
2020- VID i ing— I

020 1924%+ Cco pandemic Ongomg. no clear Current challenge
2025 response resolution path
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Lessons from Historical Debt Episodes

The British Post-War Experience (1945-1975): A Non-Replicable Model

Perhaps the most instructive historical parallel comes from post-World War Il Britain,
which successfully reduced debt from 270% of GDP in 1946 to 50% by 1975. However,
this achievement relied on several factors that may be difficult to replicate in
contemporary America:

7 Financial Repression:
/ @ British authorities maintained artificially low interest rates through capital
@ controls and directed lending, effectively taxing savers to reduce government
borrowing costs. Modern capital markets and international integration make
such policies much harder to implement.

Moderate Inflation:

Britain sustained inflation averaging 6.5% annually while achieving real
economic growth of 2.3%. This combination gradually eroded the real value of
debt while preserving economic expansion. However, today's independent
central banking and inflation-targeting regimes specifically aim to prevent
such outcomes.

Social Consensus:

S Post-war British society broadly accepted shared sacrifice for debt reduction,
including high tax rates and restrained consumption. Contemporary American
politics shows little appetite for similar measures.

Ve Demographic Dividend:
The post-war baby boom provided growing labor forces and expanding tax
bases. Today's demographic trends move in the opposite direction.
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The Japanese Paradox (1990-Present): High Debt, Low Cost

Japan's experience with high debt levels offers both reassurance and caution for
American policymakers. Japanese government debt has climbed from 67% of GDP in
1990 to approximately 237% today, yet the country has avoided fiscal crisis. Japan's
success in managing extreme debt levels stems from unique characteristics:

Domestic Ownership:

@ Approximately 88% of Japanese government bonds are held domestically,
primarily by Japanese banks, insurance companies, and the Bank of Japan
itself. This creates a closed loop that insulates the government from
international market pressures.

— High Savings Rate:
&@ Japanese households maintain savings rates near 20% of income, providing a
steady source of government funding. American household savings rates
typically run 5-8% of income.

Deflationary Environment:

Persistent deflation has kept nominal interest rates near zero while gradually
increasing the real burden of existing debt. However, it has also enabled
continuous refinancing at minimal cost.

Current Account Surplus:

Japan consistently runs trade surpluses, meaning it is a net lender to the rest
of the world rather than borrower. The United States runs persistent current
account deficits, creating opposite dynamics.

These conditions cannot be easily replicated in the American context, suggesting that
Japan's approach may not be transferable.
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Crisis Patterns and Policy Response: Lessons for
Business Owners

The 1937-1938 Recession: The Danger of Premature Adjustment

One of the most instructive episodes for contemporary policy comes from the 1937-1938
recession, when policymakers attempted to reduce fiscal stimulus too quickly during an
incomplete recovery. Despite GDP having returned to 1929 levels, unemployment
remained elevated at 14%. President Roosevelt, influenced by concerns about rising debt
and inflation, cut federal spending and raised taxes.

The result was catastrophic:
GDP fell 10% in one year, unemployment jumped to 19%, and the recovery was
delayed by years. This episode demonstrates that the timing of fiscal

adjustment matters enormously, and premature concern about debt can
create larger economic problems than the debt itself.

Business Implication:

Policymakers are likely to err on the side of continued stimulus rather than
premature tightening, meaning debt levels may continue growing during
future downturns.
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The 1970s Stagflation: The Limits of Fiscal Expansion

The 1970s revealed different constraints on debt-financed policy. As oil shocks and
structural economic changes created simultaneous high unemployment and high
inflation, traditional Keynesian remedies proved inadequate. Attempts to stimulate the
economy through deficit spending merely fed inflation without reducing unemployment,
leading to the "stagflation" phenomenon.

This experience highlighted several crucial lessons:

Supply Constraints:

When economic problems stem from supply-side limitations rather than
insufficient demand, fiscal expansion can worsen inflation without improving
employment

Expectations Matter:
Once inflation expectations become unanchored, monetary and fiscal policy
lose effectiveness until credibility is restored

3
%
pg

)

Structural Adjustment:

Some economic transitions require changes in relative prices, industrial
composition, and labor allocation that cannot be prevented through
macroeconomic stimulus

Business Implication:

Debt-financed government responses may be less effective in addressing
structural challenges like technological disruption or demographic
transition than they are in combating cyclical downturns.
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The Volcker Recession (1980-1982): The Cost of
Credibility Restoration

Federal Reserve Chairman Paul Volcker's decisive action to break inflation in the early
1980s demonstrated both the necessity and difficulty of restoring policy credibility. By
raising interest rates to 20%, Volcker triggered the deepest recession since the 1930s,
with unemployment reaching 10.8% and widespread business failures.

However, this painful adjustment restored confidence in American monetary policy and
created the foundation for the subsequent long expansion of the 1980s and 1990s. The
episode illustrates that credibility, once lost, can be expensive to restore and that short-
term pain may be necessary to preserve long-term stability.

Business Implication:
When fiscal or monetary credibility is threatened, the eventual adjustment

may be severe and prolonged, making preparation and financial resilience
essential.

International Context: Global Debt Dynamics

We're Not Alone—But Escape Routes Vary

The United States is not unique in facing high debt levels. Other developed nations
confront similar challenges, but their available responses differ significantly:

Countr Debt-to- Trade Reserve Debt Mostly Key
y GDP Balance Currency? Held By? Constraints
Japan 237% Surplus No Domestic (88%) Deflation, aging
Italy 135% Neutral No (Euro) Mixed EU fiscal rules
EU constitutional
% .
Germany 70 Surplus No (Euro) Mixed debt brake
pnlted 100% Deficit Former reserve Mixed . Brexit
Kingdom adjustment costs
United - Yes (58% Mixed (Foreign Political
124% Def .
States eficit share) + Fed) gridlock
Capacity Buildin © Capacity Building Solutions, Inc.
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The Dollar's Eroding Privilege

The United States benefits from the dollar's global reserve currency status, which
provides unique financing advantages. However, this privilege is gradually eroding:

Reserve Currency Share:

The dollar's share of global reserves has declined from 72% in 2000 to 58% in
2024. While this remains dominant, the trend suggests long-term challenges
to American monetary privilege.

~

5.4

<

Alternative Payment Systems:

China's development of digital payment systems and bilateral trade
agreements that bypass the dollar represent systematic challenges to U.S.
financial dominance.

~6 Geopolitical Shifts:
Sanctions and trade conflicts have incentivized some countries to reduce
e . .
dollar dependence, accelerating the development of alternative systems.

Business Implication:

The gradual loss of reserve currency privilege could eventually constrain
U.S. policy flexibility and increase borrowing costs, though this process
will likely unfold over decades rather than years.
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Strategic Implications for Business Owners

The historical record suggests several key principles for business owners operating in a
high-debt environment:

Crisis Response is Predictable:

Major economic shocks will trigger large fiscal responses regardless of
existing debt levels. Business owners should anticipate this pattern and
prepare for both the initial disruption and the subsequent policy reaction.

Timing Matters More Than Levels:

Premature fiscal tightening has historically caused more damage than high
debt levels themselves. Smart businesses should focus less on absolute debt
numbers and more on the trajectory of policy changes.

Structural Problems Require Structural Solutions:

Fiscal expansion is most effective against cyclical downturns but less useful
for addressing technological disruption, demographic transition, or productivity
stagnation. Businesses facing structural challenges should not rely on
macroeconomic policy for solutions.

Credibility Determines Constraints:

Countries with strong institutions and proven track records can sustain higher
debt levels than those without such credibility. The United States currently
benefits from this advantage, but it should not be taken for granted indefinitely.

International Context Shapes Options:

Reserve currency status, current account balances, and capital market
development all influence how much debt is sustainable. American businesses
benefit from these advantages but should monitor trends that might erode
them over time.

(D)

Strategic Monitoring Framework for Business Owners:

@® Track changes in international reserve currency composition

@® Monitor foreign holdings of U.S. Treasury securities

@® Assess Congressional capacity for fiscal cooperation during crises
@® Evaluate demographic trends affecting future growth potential

@® Watch for signs of credibility stress in fiscal or monetary policy
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Section 2:
The Current Credit Landscape—Navigating
Tighter Conditions

The money faucet isn't what it used to be. For small businesses, the credit landscape in
2025 looks nothing like the free-flowing days of 2020-2022. This Section provides a
comprehensive analysis of why credit has tightened, who's still lending, and what
business owners need to know to secure financing in this new environment.

The Fundamental Shift: From Accommodation to Restriction

The current credit environment represents one of the most dramatic policy reversals in
modern financial history. Understanding this shift requires examining both the
unprecedented accommodation of 2020-2022 and the systematic tightening that
followed.

The COVID Credit Explosion (2020-2022)

During the pandemic, the Federal Reserve and federal government created the most
accommodative credit environment in American history:

@) Federal funds rate: Dropped to 0-0.25% and held there for two years

@) Federal Reserve balance sheet: Expanded from $4.1 trillion to nearly $9 trillion
through quantitative easing
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@® Emergency lending programs: Created 13 emergency facilities to support various
credit markets

@ Government guarantees: PPP loans, enhanced SBA programs, and direct government
lending

@) Bank capital relief: Relaxed regulatory requirements to encourage lending

This environment enabled small businesses to access credit at historically low rates. SBA
7(a) loans averaged 4.5%, many businesses qualified for zero-interest PPP loans, and
banks competed aggressively for small business customers.

The 2022-2025 Reversal

The reversal began in 2022 as inflation surged and has continued through 2025:

@) Aggressive rate increases: Fed funds rate rose from 0.25% to 4.25-4.50%

@) CQuantitative tightening: Fed balance sheet reduced by $2.1 trillion and continuing
@) Regulatory tightening: Banks faced enhanced capital requirements and stress testing
@ Program elimination: Most emergency lending programs expired

@) Risk reassessment: Banks fundamentally recalibrated their credit models

/ -
_—

/
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The Reality Check: Comprehensive Analysis of
Credit Tightening

Banking Standards Have Systematically Tightened

The Federal Reserve's Senior Loan Officer Opinion Survey provides the most authoritative
data on credit conditions. As of Q1 2025:

@) Approval Standards: 73% of banks report tighter standards for small business loans
compared to pre-pandemic levels

@) Interest Rate Spreads: Average spreads over prime rate have increased from 150
basis points to 300-400 basis points

@) Collateral Requirements: 68% of banks now require additional collateral compared to
2021

@) Loan-to-Value Ratios: Reduced from typical 80-90% to 60-75% for most asset-based
lending

@) Personal Guarantees: Now required by 85% of lenders versus 65% in 2021

Credit Approval Rates by Institution Type

2021 Approval 2025 Approval
Rate Rate

Lender Type

Large Banks -26 percentage

68% 42%

>$10B assets oints
( p
Small Banks o -17 percentage
% %
(<$10B assets) /1% 4% points
Credit Unions 74% 58% 16 perFentage
points
Online Lenders 45% 30% 15 percentage
points
Private Credit 8% 61% -17 percentage
Funds ’ ? points
Capacity Buildin © Capacity Building Solutions, Inc.
Qo Sotutions www.capacity-building.com 21


http://www.capacity-building.com/

Current Borrowing Costs: Detailed Analysis (July 2025)

SBA Loans (Most Favorable Government-Backed Options):

SBA 7(a) Loans 10.5%-14% (based on 7.50% prime rate)
Loans <$50,000 Prime + 6% (13.5%)
Loans $50,000-$250,000 Prime + 4.75% (12.25%)
Loans >$250,000 Prime +2.75% (10.25%)
SBA 504 Loans 5%-7% (tied to 10-year Treasury)
10-year terms Approximately 5.8%
20-year terms Approximately 6.2%
Plus fees CDC fee (0.5%), servicing fee (0.125%), closing
costs

Credit Approval Rates by Institution Type

2021 Approval 2025 Approval

Lender Type
yp Rate Rate
Large Banks -26 percentage
% 42% .
(>$10B assets) 68 points
Small Banks -17 percentage
% %
(<$10B assets) 7 >4 points
Credit Unions 74% 58% 16 perf:entage
points
Online Lenders 45% 30% 15 percentage
points
Private Credit 8% 61% -17 perf:entage
Funds points
Capacity Buildin © Capacity Building Solutions, Inc.
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Current Borrowing Costs: Detailed Analysis (July 2025)

S

BA Loans (Most Favorable Government-Ba

SBA 7(a) Loans

cked Options):

10.5%-14% (based on 7.50% prime rate)

Loans <$50,000

Prime + 6% (13.5%)

Loans $50,000-$250,000

Prime + 4.75% (12.25%)

Loans >$250,000

Prime + 2.75% (10.25%)

SBA 504 Loans

5%-7% (tied to 10-year Treasury)

10-year terms

Approximately 5.8%

20-year terms

Approximately 6.2%

Plus fees

CDC fee (0.5%), servicing fee (0.125%), closing
costs

Traditional Bank Loans:

Prime customers

6.6%-8.5%

Standard customers

8.5%-11.5%

Marginal customers

11.5%-15.0%

Asset-based lending

Prime + 2-4% (9.5%-11.5%)

Alternative Financing:

Private credit funds

15%-22% effective rates

Business development companies

12%-18%

Online term loans

14%-35%

Merchant cash advances

30%-50% effective APRs

Invoice factoring

15%-25% annualized rates
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Drivers of Credit Tightening: Root Cause Analysis

1.Regulatory Pressure and Capital Requirements

Basel lll Implementation:

&@ Banks must maintain higher capital ratios, making small business lending
less attractive from a return-on-equity perspective. Key requirements include:

Common Equity Tier 1 ratio Minimum 4.5% (up from 2%)
Capital Conservation Buffer Additional 2.5%
Countercyclical Buffer 0-2.5% depending on credit conditions

Annual comprehensive capital analysis and

Stress Testing review (CCAR)

Commercial Real Estate Exposure:

Banks with significant CRE portfolios face particular scrutiny, leading to
broader lending restrictions. Approximately 40% of community banks have
CRE concentrations above regulatory guidance levels.

Capacity Building © Capacity Building Solutions, Inc.
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2. Post-COVID Risk Model Recalibration

Banks are systematically reassessing credit risk based on pandemic experience:

Default Rate Analysis:
While 2021-2022 default rates were artificially low due to government

support, banks are now modeling for more normal default patterns plus
additional risk premiums.

Industry Reassessment:

Certain sectors (restaurants, retail, travel) are now considered permanently
higher risk, affecting pricing and approval rates.

Cash Flow Volatility:

Lenders now require stronger cash flow coverage ratios and place greater
emphasis on recurring revenue models.

@
B

3. Funding Cost Pressures from Federal Reserve Policy

Deposit Competition:
Rising rates have forced banks to compete for deposits, increasing their cost
of funds. Average deposit rates have risen from 0.1% to 2.5-3.5%.

Quantitative Tightening Impact:

As the Fed reduces its balance sheet, bank reserves decline, forcing more
expensive funding sources:

@ @

Quarter Fed Balance Sheet Bank Reserves Impact on Lending
Q12022 $8.9 trillion $4.2 trillion Ample liquidity
Q12024 $7.4 trillion $3.4 trillion Moderate pressure
Q12025 $6.7 trillion $3.1 trillion Significant constraints
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4. Credit Quality Deterioration

Rising Delinquencies:
Small business loan delinquencies have increased from 0.8% in 2022 t0 2.1%
in 2025, though still below historical averages.

Charge-off Rates:

j Annual charge-off rates for small business loans rose to 1.8% in 2024,
compared to 0.9% in 2022.

Early Warning Indicators:

Banks report increased instances of covenant violations, payment delays, and
requests for loan modifications.

Who's Still Lending: Comprehensive Lender Analysis

Traditional Banks: Higher Standards, Selective Approval

Large Banks ($50+ billion assets)

Lowest rates for qualified borrowers, full-service banking relationships,
Advantages - -
sophisticated digital platforms
Requirements Strong credit scores (720+), significant cash flow history, substantial collateral
Focus Existing customers, larger loan amounts ($500K+), established businesses
(3+ years)
Processing Time 45-90 days for complex transactions

Regional Banks ($1-50 billion assets)
Advantages More flexible underwriting, local market knowledge, relationship-focused
Requirements Good credit (680+), local market presence, industry expertise
Focus Middle-market businesses, commercial real estate, specialized industries
Processing Time 30-60 days
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Community Banks (<$1 billion assets)

Advantages Fastest decisions, local ownership, flexible terms
Challenges Limited capital, concentration risk concerns, regulatory pressure
Requirements Local presence, strong community ties, conservative loan structures
Processing Time 15-45 days

Credit Unions: Member-Focused Lending

Credit unions continue providing competitive rates for members but face capacity
constraints:

Average Rates 1-2% below bank rates for comparable loans

Requirements Membership, good standing, typically smaller loan amounts
Limitations Loan size caps, limited commercial lending expertise

Growth Trend 15% annual growth in business lending portfolios

Online Lenders: Fast but Expensive

The online lending sector has matured but remains costly:

Fintech Term Lenders:

Speed Decisions in 24-72 hours, funding in 1-5 days
Rates Typically 2-5% above traditional banks
Requirements Strong cash flow, business bank account access for underwriting
Loan Sizes $25,000-$500,000 most common
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Platform Lenders:

Business Model

I

Marketplace connecting borrowers with investors

Rates Highly variable based on risk assessment
Innovation Use alternative data sources (social media, transaction data)
Challenges Investor appetite varies with market conditions

Private Credit Funds: Expensive but Available

The private credit mar

ket has grown to over $1.6 trillion in assets under management:

Business Development Companies (BDCs):

Target Market $2-50 million loans for established businesses
Rates SOFR + 6-8% (currently 12-13%)
Terms Flexible structures, equity participation options
Speed 30-60 days for decisions
Direct Lending Funds:
Focus Large transactions ($10+ million)
Advantages Certainty of execution, flexible terms

Requirements

Strong management teams, proven business models

Growth

20% annual growth in business lending
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SBA Programs: Policy Changes and Current Reality

Impact of 2025 Regulatory Changes

The SBA implemented new Standard Operating Procedures (SOPs) effective June 1,
2025, changing the landscape significantly:

Tightened Eligibility:

@) Enhanced financial analysis requirements

@) Stricter debt service coverage ratios (minimum 1.25x vs. previous 1.15x)
0) Increased scrutiny of management experience

@® More restrictive use of proceeds guidelines

Processing Delays:

@® Average processing time increased from 30-45 days to 8-12 weeks

@) Staff reductions have created bottlenecks

@® Enhanced due diligence requirements slow approvals

Program Utilization Changes:

Program 2024 Volume 2025 Volume (YTD) Change

SBA 7(a) $23.9 billion $16.2 billion (annualized) -32%

SBA 504 $5.2 billion $3.8 billion (annualized) -27%
SBA Microloans $108 million $82 million (annualized) -24%

Capacity Building © Capacity Building Solutions, Inc. 29
Qa Solutions www.capacity-building.com


http://www.capacity-building.com/

Remaining Advantages: Despite challenges, SBA loans still offer:

@ Lower rates than conventional alternatives
@ Longer repayment terms (up to 25 years for real estate)
@® Lower down payment requirements (10% for SBA 504)

@® Government backing reduces lender risk

Industry and Sector-Specific Credit Conditions

Highly Favored Sectors (Easiest Credit Access):

@® Healthcare Services: Aging demographics drive demand

@® Technology Services: High margins, recurring revenue models

@® Professional Services: Low capital requirements, stable cash flows
@ Government Contractors: Stable payment sources

Moderately Favored Sectors:

@® Manufacturing: Benefiting from reshoring trends

0) Construction: Infrastructure spending support

@) Transportation/Logistics: E-commerce growth drivers

@® Energy Services: Including renewable energy installation
Challenged Sectors (Difficult Credit Access):

@) Restaurants/Food Service: High failure rates, thin margins

@® Retail: E-commerce disruption continues

@® Commercial Real Estate: Structural headwinds from remote work
@®) Travel/Hospitality: Still recovering from pandemic impacts
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Geographic Variations in Credit Access

Credit Availability by Region:

. . Average Approval . .
Region Bank Density g PP Key Characteristics
Rates Rates
Northeast High 9.2% 48% Competitive, tech-focused
Southeast Moderate 8.8% 52% Growing mark.ets, friendly
banking
Midwest High 9.0% 51% Manufacturing focus, stable
West Moderate 9.5% 45% High costs, tech emphasis
Southwest Growing 8.9% 50% Energy, growth markets

Rural vs. Urban Dynamics:

@ Rural Areas: Fewer bank branches, limited competition, often higher rates
@ Urban Centers: More lenders, competitive rates, faster processing

0) Suburban Markets: Balanced access, moderate competition
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Strategic Implications for Business Owners

Preparation Requirements for Credit
Applications:

Financial Documentation:

@) Three years of audited financial statements
(preferred) or reviewed statements

°® Monthly internal financial statements for
current year

@) Tax returns for business and principals
@) Accounts receivable and payable aging

@) Cash flow projections for 2-3 years

Business Documentation:

@) Detailed business plan with market analysis
@® Management team resumes and references
@ Customer concentration analysis

@®) Supplier agreements and contracts

@) |Insurance coverage documentation

Collateral Preparation:
@) Current appraisals for real estate and equipment
@ UCC search reports

@) Personal financial statements for guarantors

@) Life insurance policies on key personnel

Capacity Building © Capacity Building Solutions, Inc. 32
Qa Solutions www.capacity-building.com


http://www.capacity-building.com/

Relationship Building Strategies:
Before You Need Credit:

@) Establish banking relationships with 2-3 institutions

@ Maintain strong deposit balances relative to credit needs

@) Use other bank services (treasury management, merchant services)
@® Meet regularly with relationship managers

During the Application Process:

@®) Provide complete documentation promptly
@) Be transparent about challenges and how they're being addressed
@® Demonstrate strong cash flow management

@® Show customer diversification and recurring revenue

Alternative Financing Readiness:

@) Research online lenders and private credit sources
@) Understand pricing for various options
0) Maintain relationships with equipment lessors

@) Consider revenue-based financing for recurring revenue businesses

This comprehensive understanding of the current credit landscape enables business
owners to navigate the challenging environment more effectively while positioning
themselves for future access to capital.: 6.6%-11.5% average range

Private credit funds Often 15%+ effective rates

Merchant cash advances 30-50% effective APRs
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Why Credit Remains Tight

@ Regulatory Pressure: Basel |ll requirements increase lending costs
@® Risk Reassessment: Post-COVID credit model recalibration

@ Funding Costs: Fed's quantitative tightening reduces bank reserves

Who's Still Lending—And What It Costs

Traditional Banks

@ Still cheapest option if you qualify
@ Approval rates falling, especially for newer firms

@® Banks with commercial real estate exposure tightening across the board

Online Lenders

@) Fast and accessible but 2-5% higher rates than banks

@®) Borrower satisfaction declining—only 30% get full funding vs. 54% at small banks

Private Credit Funds

@® Growing $1.6 trillion market
@) Viable for larger, cash-flow positive firms

@) Expensive but available when banks say no

SBA Programs

@® New rules effective 2025 changed eligibility and underwriting
@) Tighter approvals despite intent to expand access

@) Processing times stretched to 8-12 weeks
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Section 3:
Federal Reserve Policy and
Your Business

For years, we got used to the Fed acting as a stimulus engine—pumping liquidity into the
system, keeping borrowing costs low, and softening every downturn with aggressive
intervention. But those days are over.

Since 2022, the Federal Reserve has made a hard pivot—from fueling growth to fighting
inflation. That shift may seem technical, even distant, but if you're a business owner, it's
already affecting the two things you care most about: your cost of money and your ability
to grow.

Understanding how the Fed’s decisions play out on the ground isn’t just for economists
and bankers anymore. Whether you're applying for a loan, expanding a facility, hiring a
new foreman, or buying equipment, the Fed's tightening cycle is changing the rules mid-
game.

The Fed's Monetary U-Turn: 2020-2025

Metric 2021 Peak Current (2025) Trajectory
Balance Sheet $8.9 Trillion $6.7 Trillion QT continuing slowly
Fed Funds Rate 0.25% 4.25-4.50% Likely to remain elevated
10-Year Treasury ~1.5% ~4.0% Stabilizing higher
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What does that mean in plain English?

The cost of borrowing has quadrupled. The Fed is reducing its footprint in the credit
markets. And longer-term rates have risen across the board. Translation: money is
harder to get and more expensive to use.

How This Actually Hits Your Business

1. Rising Interest Rates = Higher Borrowing Costs

Let’s put this into perspective. If you took out a $500,000 loan in 2021, your interest
payments might have run you $12,000-$15,000 a year. Today? That same loan could cost
you upwards of $32,000-$35,000 annually. That's $20,000 or more out of your profit
margin, every year.

This isn't just about big loans either. Working capital lines, term loans for equipment, and
even owner-occupied real estate are all being repriced—sometimes overnight. Any capital-
intensive initiative you're planning must now meet a much higher hurdle rate just to make
sense.

4 N\

Key Impacts:

@) Debt service eats into operational cash flow
@) Projects that made sense in 2021 may no longer pencil out

@) Refinancing is now a strategic decision—not a routine task

- J

2. Tighter Money = Less Liquidity in the System

The Fed'’s balance sheet is shrinking, and that has a domino effect on banks and
borrowers. When the Fed buys fewer bonds, bank reserves drop. When reserves drop,
banks lend less. And when banks lend less, your competition for financing goes up—
along with the terms and scrutiny.

In this environment, you might have strong financials and still find it harder to get
approved. You might have bank relationships and still get slower decisions or stricter
covenants. This is what happens when liquidity tightens: the game changes from “Who
needs money?” to “Who deserves it most?”
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Key Impacts:

@® Lending standards are tighter across most industries
@® Approval times are longer, especially for new relationships

@® Borrowing power is capped by stricter collateral and cash flow ratios

3. Asset Values Under Pressure = Less Collateral to Work With

When interest rates rise, asset values fall—especially those tied to future income streams
like real estate or equipment. This has a direct impact on your ability to borrow because
lenders base loan amounts on asset value.

So if you're trying to leverage commercial property or equipment for capital, you might
find that it now supports less debt than it did just two years ago. That weakens your
borrowing base—even if your business performance is solid.

4 ™\

Key Impacts:

@® Commercial real estate values are being repriced downward

@® Used equipment is selling for less, reducing resale recovery values

@® You may need to offer more personal guarantees or additional collateral
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How to Interpret the Fed's Signals—Before They Hit Your Balance Sheet

To stay ahead, you need to monitor how the Fed speaks—and what it really means. Here's
a simple framework for reading between the lines of monetary policy announcements:

Fed Signal What It Really Means for You

Lock in long-term, fixed-rate financing—this may be

QT slows or pauses .
your window

More rate hikes likely—delay or rethink interest-

Inflation expectations rise . .
sensitive projects

Market expects turbulence—tighten liquidity, delay

Short-term yields drop rapidly expansion

They’re worried about cracks forming—time to

Fed starts talking about “financial stability” review your exposure

This is no longer a world where you can ignore macro signals and hope they don't touch
your shop floor. The cost of capital now moves faster than your ability to adjust if you're
not paying attention.

Bottom Line: Don't Let Fed Policy Catch You Flat-Footed

The days of cheap, easy money are over. This doesn't mean growth is impossible—but it
does mean growth has to be earned.

Now more than ever, business owners must:

@ Monitor interest rates and funding conditions monthly

@ Model debt costs into every strategic decision

@ Lock in fixed-rate options when the market gives you an opening
@) Stay liquid and agile in case credit tightens further

The Fed isn't trying to punish small business—but it is trying to rebalance an overheated
economy. And in that rebalancing, you need to move with purpose, not panic.
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Section 4:
The Demographic Tsunami—Rethinking
Business for an Aging America

America isn't just getting older—it's doing so faster than most of us realize, and it's
reshaping everything from your workforce to your customer base to the way you plan your
next expansion. This isn't some slow-moving trend that you can afford to file under “long-
term risks.” This is a front-and-center issue that's already altering talent pipelines,
spending patterns, workplace expectations, and the way we define value across
industries.

We've entered what demographers call the “Silver Tsunami”—a massive generational shift
in both the labor pool and consumer marketplace. The question isn't whether this will
affect your business—it's whether you'll be ready to respond to it proactively or reactively.
Let’s start with the numbers.

The Silver Tsunami: Aging at Scale

@) In 2007, there were 37 million Americans aged 65 and older

@) In 2025, that number has jumped to nearly 60 million

@) By 2060, it's projected to reach close to 100 million
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That’s not just a trend—it’s a redefinition of who makes up the American population.
And unlike most demographic waves, this one is moving with uneven intensity across
regions and industries. Some states and rural areas are aging twice as fast as the
national average. Some industries—like construction, manufacturing, health care, and
logistics—are feeling the pinch more than others.

But regardless of your zip code or sector, this shift is coming for your business in two
critical ways: your people and your customers.

Labor Force Implications: The New Hiring Headwind

The American labor force is not just tightening—it's structurally thinning out.

@) Labor force growth has plummeted—from 2.5% in the 1970s to just 0.5% today

@) Baby boomers are retiring in droves, many earlier than expected due to the post-
COVID reassessment of lifestyle and health priorities

@) Birth rates are well below replacement level, sitting at just 1.6 births per woman
This isn't a blip. It's a new reality. The pipeline of entry-level workers is shrinking. Mid-
career professionals are thinning out. And tenured employees—many of whom hold

critical institutional knowledge—are exiting faster than they can be replaced.

That's why smart businesses are already shifting how they think about workforce design.

=
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Strategic Workforce Adaptations: From “Filling Roles” to
“Building Systems”
1. Build Age-Inclusive Workplaces

You can't afford to ignore older workers—they’re not just valuable,
they're essential. But that requires rethinking how work gets done.

@ Redesign physically demanding roles to reduce strain—use tools, teams, and process
improvements

@) Offer phased retirement or part-time options to retain experienced talent longer

.) Bring back retirees as consultants, trainers, or mentors—tap their wisdom without
full-time costs

The goal isn’t to freeze your workforce in place—it’s to create a talent pipeline that
doesn’t leak value at the top.

2. Cross-Train Relentlessly to Reduce Risk

When a long-term employee walks out with 20 years of knowledge in their head, that’s not
retirement—it's an operational crisis.

@) Cross-train teams so no one person becomes a single point of failure
@) Use checklists, SOPs, and job shadowing to document roles clearly

Build internal succession pipelines—not just for leadership, but for every essential
@® function

In today’s labor environment, resilience beats redundancy. If your team can flex, you can
weather any turnover.
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3. Invest in Retention Like It's a Growth Strategy

Recruiting is expensive. Turnover is disruptive. And in a tight labor market, retention isn't
just HR’s problem—it's a strategic differentiator.

@® A 10% boost in retention can outperform a 20% increase in recruiting efforts

@) Employees today value transparency, flexibility, meaningful work, and a sense of
growth

@ Simple adjustments—Tlike flexible hours, profit-sharing, or internal coaching—can
improve loyalty and morale without increasing payroll significantly

The best time to keep a great employee is before they start looking elsewhere.

The New Consumer Economy: Aging Wallets, Focused Preferences
It's not just your workforce that's changing—it’s your customer base.

Americans over 50 now:

@) Control approximately 70% of U.S. household wealth
@) Drive more than 50% of total consumer spending

® Areless price-sensitive, more brand loyal, and highly focused on value and service

If your marketing, sales strategy, or product design is still chasing a 30-year-old ideal
customer profile, you may be missing the boat. The real growth engine over the next
decade is older consumers who know what they want, have the means to buy it, and
demand a different kind of value proposition.
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Where Older Consumers Are Spending—and Why It Matters

@) Health & Wellness: Preventive care, fitness services, supplements, and holistic
therapies

0) Home Aging-in-Place: Renovations, safety modifications, smart-home tech focused
on usability

@® Comfort-Focused Travel: Slower itineraries, higher-end experiences, longer stays,
concierge services

@ Problem-Solving Tech: Think less about flashy gadgets, more about simple, intuitive
tools that make life easier—telehealth, voice interfaces, delivery automation

The key insight? They're not buying more—they’re buying smarter. And if you're not
adjusting your sales approach to reflect that, someone else will.

Bottom Line: Demographics Are Destiny—If You Let Them Be

The aging of America is not a storm to ride out. It's a permanent climate shift. But it's also
one of the most underutilized strategic opportunities in the market right now. Why?
Because most businesses are still trying to play offense with a 2015 playbook—chasing
young workers, aiming at young buyers, and pretending the labor pool is what it used to be.

That playbook won't cut it anymore.

The leaders who win in this new demographic era will:

@ Rethink roles to extend workforce longevity

@) Leverage institutional knowledge before it walks out the door

@ Align customer experience with the preferences of an older, wealthier, more values-
driven buyer

@® Redesign products, services, and marketing to serve real needs, not just trends

The businesses that adapt fastest won't just survive the demographic shift—they’ll
lead because of it.
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Section 5:
Al and the Productivity Revolution—Separating
Signal from Noise

Productivity growth has been quietly slowing for decades—and that slowdown has real
consequences. It drags down wages, compresses margins, reduces competitiveness, and
weakens your ability to reinvest. In a world where capital is more expensive, labor is
harder to find, and customer expectations are rising, standing still on productivity is no
longer an option.

That's where Al enters the picture. Not as a buzzword. Not as a threat. But as the single
most powerful productivity lever small and mid-sized businesses have seen since the
personal computer.

But here’s the catch—and it's an important one: Al isn't a magic fix. It's a set of tools. And
tools only create value when you use them intentionally, operationally, and consistently.

The business owners who win with Al won't be the ones who chase hype. They'll be the
ones who get practical, start small, measure ROI early, and scale fast once they see
traction. They'll treat Al not as a side project, but as a driver of competitive advantage
built right into the core of how they operate.
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High-Impact, Proven Applications for Small and Mid-Sized

Businesses

If you're wondering where to start, here's a snapshot of real-world use cases that are
already paying off for forward-thinking business owners:

Function

Typical ROI

Implementation Complexity

Customer Service Automation

20-40% cost reduction

Low

Administrative Tasks

30-50% time savings

Low

Inventory Forecasting

10-20% reduction in carrying
costs

Medium

Marketing Automation

25-35% efficiency gains

Medium

Predictive Maintenance

10-30% reduction in downtime

High

These aren’t experiments—they’re deployment-ready opportunities that help you do more
with less, cut out inefficiencies, and reallocate time and money to higher-value work.

3 Practical Starting Points That Deliver Inmediate ROI

Here's where many small businesses are already seeing results with minimal investment:

@ Customer Service Chatbots

* Handles 60-70% of routine customer inquiries automatically

e Operates 24/7, improving responsiveness and customer satisfaction

e Reduces the need for staff to answer repetitive questions

* Typical ROI: 6-12 months

If you're fielding the same 10-15 questions every day via email, phone, or website forms,
this is low-hanging fruit. You can offload a significant portion of that traffic with a
chatbot for less than you'd spend on one month of admin support.
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€@ Automated Bookkeeping & Back-Office Tasks

e Covers accounts payable, accounts receivable, payroll, and expense categorization
» Tools cost under $100/month for most businesses
e Cuts down on manual entry, reconciliations, and data errors

» Reduces dependency on a large finance team or external bookkeeping firm

This isn’t about firing people—it's about freeing up valuable time for higher-level financial
analysis, strategic planning, and risk monitoring.

€ Sales Lead Scoring and CRM Integration

e Uses Al to analyze past customer behavior and identify which leads are most
likely to convert

» Helps prioritize where your sales team spends its time
» Works within most CRM platforms (like HubSpot, Salesforce, Zoho, etc.)
* Boosts sales productivity by 15-25%

This tool alone can change the game if your sales pipeline is large but inconsistent.
Focus effort where it matters and watch conversion rates improve.

What Al Can't (and Shouldn't) Replace
Let's be clear: Al is a force multiplier, not a replacement for leadership.
Al won't—and shouldn't—replace:

@) Strategic thinking and vision: Al can identify patterns, but it can't make judgment
calls about the future of your business. That's still your job.

@® Complex relationship management: Whether it's a client negotiation or a sensitive
HR conversation, trust is still built human-to-human.

@®) Culture building and conflict resolution: Al doesn’'t manage teams, navigate egos, or
reinforce your company'’s values.
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@®) Final decision-making authority: At the end of the day, you're responsible for what
gets done—and why.

Use Al to reclaim your time—not to abdicate your role.

Implementation Realities: What You Need to Know Before
You Start

It's not enough to buy the tools—you need a deployment mindset. Here's what to expect:

@) Expect a 6-12 month learning curve: Most tools take time to train, integrate, and
tune to your specific operations.

@) Initial output may require human oversight: You might still need to check or adjust
results early on—especially with financial, legal, or customer-facing tasks.

@®) Garbage in, garbage out: Data quality is everything. If your underlying systems,
records, or workflows are a mess, Al will just amplify the noise.

That's why implementation works best when paired with process clarity. Don't automate
chaos. Clean up your systems first—then let Al make them faster and smarter.

The Bottom Line: Treat Al as a Strategic Asset, Not a Sideshow

If you're serious about growing your business while holding down labor costs, improving
decision-making, and scaling operational efficiency, Al belongs at the center of your
planning process—not the edges.

Start small. Measure everything. Stay hands-on. And keep your people in the loop.

The Al revolution isn't coming—it's already here. But the gap between businesses who
make it work and those who don't is widening fast.

The good news? You don’t need to be perfect. You just need to be purposeful.
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Section 6:

Energy, Infrastructure & the
Green Transition

Energy isn't just a line item on your utility bill—it's fast becoming a strategic business
variable that affects your cost structure, operational resilience, and customer perception.
Whether you realize it or not, energy is shaping your margins, your capital planning
decisions, and even how you're evaluated by partners and clients.

We're entering an era where energy policy, infrastructure strain, and sustainability
expectations are colliding—and small and mid-sized businesses need to be ready. Gone
are the days when you could just pay your monthly electric bill and move on. Now, how
you source, manage, and think about energy has a direct impact on your competitive
edge.

Energy Cost Landscape (2025): A Snapshot of Shifting Economics

The cost of energy varies wildly depending on the source—and the trend lines are telling:

@) Solar and wind energy: Often under $35 per MWh, making them the cheapest new
energy sources in most U.S. markets

@®) Natural gas: Holding steady around $45 per MWh, still the dominant baseload power
source for reliability

@) Coal and nuclear: Higher costs and declining market share, with many plants nearing
end-of-life or facing early shutdowns due to regulation and economics
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If you're a business owner still relying on traditional fossil-based power sources—
especially in states where infrastructure is aging—you're likely paying more than you
need to, and exposing yourself to volatility you can’t control.

Key Policy Shifts: The Government is Rewriting the Energy Playbook

Federal energy incentives are no longer just for utility-scale developers—they’re being
extended to small and mid-sized businesses, too. That means smart operators have a
window to make big moves at discounted cost.

Here's what's driving the change:

@) The Inflation Reduction Act (IRA) is providing 30% to 70% investment tax credits for
clean energy investments, depending on project type and location

@) Grid interconnection delays are slowing large-scale solar and wind projects—
creating room for on-site or regional systems to shine

@®) Despite the green shift, natural gas still powers over 35% of U.S. electricity
generation—making it reliable, but exposed to geopolitical and market pricing risks

The message is clear: government policy is leaning heavily toward renewables, and
that’s where the incentives, grants, and long-term pricing stability are heading.
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Strategic Energy Planning: Practical Moves for Business Owners

Now more than ever, it's time to stop treating energy as a utility line and start treating it as
a strategic decision point. Here's a step-by-step way to start planning smarter.

@ Assess Your Energy Mix

@® What percentage of your current energy usage comes from fossil fuels, renewables,
or utility grid purchases?

@) Can you negotiate with your utility provider or switch to a greener supply plan in
your region?

@ Does your energy contract include peak rate pricing that's killing your margins in
summer or winter?

You can’t improve what you don’t measure. Start with a full audit of your energy inputs—
and ask your team or energy consultant for a breakdown by source, time-of-use pricing,
and future risk exposure.
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9 Evaluate On-Site Energy Generation

@) Could rooftop solar, battery backup, or microgrid partnerships offer energy
independence or redundancy?

@) Federal and state incentives may cover up to 70% of installation and infrastructure
costs for solar, storage, or other clean energy projects

@ On-site generation not only reduces long-term costs, it offers resilience against
outages and price spikes

Think about it this way: installing a solar system with battery storage may seem like a
capital expense today—but if it cuts your long-term energy bill in half and protects you
from blackouts or fuel price surges, that’s not a luxury. That’s insurance with a payback

period.
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€ Hedge Against Utility Volatility

@ Lock in long-term fixed-rate energy contracts where available, especially if your
business operates on thin margins or energy-intensive processes

@®) Explore distributed energy partnerships—where multiple tenants, nearby businesses,
or industrial parks share renewable generation and storage

@) Consider participating in demand-response programs that pay you to reduce energy
use during peak grid stress

Every year, thousands of businesses are caught flat-footed by spikes in energy prices—
and passively accept it as the cost of doing business. But the smartest ones are
hedging their exposure, just like they would with interest rates or key materials.

@ Align With Customer & Market Expectations

This isn't just about saving money—it's about how your customers, lenders, and
partners perceive your brand.

@) B2B buyers, particularly in industries like manufacturing, logistics, and professional
services, are increasingly requesting emissions data from their suppliers

@) Retail customers and Gen Z consumers expect companies to walk the talk on
environmental impact

@) You don't have to go “net zero” overnight—but showing progress on sustainability can
unlock procurement contracts, brand loyalty, and even lending advantages

In other words: sustainability is now a competitive differentiator. Use it.
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Bottom Line: Your Energy Strategy Is Your Business Strategy

The energy landscape is changing—fast. And the gap is widening between companies
that take a proactive stance and those that treat utilities as an afterthought.

The upside? You don’t need to be a clean-tech startup to take advantage of this shift. You
just need to lead with the same mindset you bring to any business investment:

@® Understand your exposure
@® Quantify your upside
@) Leverage incentives while they're on the table

@® Make resilience part of your value proposition

Done right, energy planning becomes more than cost control—it becomes a story you tell
to customers, employees, and investors. A story about adaptability, foresight, and
leadership.

This is not just about powering your business. It's about powering your advantage.
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Section 7:
The Fragile Global Order—Rethinking Risk,
Trade, and Supply Chains

We live in the most globally connected economic era in human history—but that
connection comes at a cost. When the system works, it's seamless. But when it breaks, it
breaks fast—and the ripple effects hit small and mid-sized businesses first.

Today, headlines from halfway around the world can upend your production schedule,
jack up your raw material prices, delay your next shipment, or knock out key components
with no backup plan in place. Whether it's a war, a trade dispute, a port shutdown, or a
chip shortage, global volatility is now a front-line business issue.

You don't have to be an importer or exporter to be exposed. If you're relying on any
outsourced materials, technology parts, logistics networks, or global suppliers—you are

part of the global supply chain. And that means you need to treat global disruption like
the financial and operational risk it is.

Global Trade Still Dominates—But It's Getting Riskier by the Day

@®) The U.S. imports over 14% of its GDP and exports 10.8%, tying core sectors of the
economy directly to global markets

@® The EU is even more exposed, with imports and exports exceeding 44% of GDP

@®) Even China, long perceived as self-reliant, still depends on exports for over 20% of its

GDP
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This isn't a closed-loop economy anymore. We're in a global loop—and every link affects
your cost structure, delivery timelines, and growth projections. The more fragile that
loop becomes, the more resilient your business model needs to be.

Three Global Flashpoints That Should Be on Every Business
Owner’s Radar

These are not hypotheticals. They are active, unpredictable risk zones that are already
reshaping how and where business gets done.

@ China-U.S. Tensions: The Trade Relationship is Fraying

The world’s two largest economies are locking horns—and small businesses caught in the
middle are feeling the heat.

@) Tariffs are back. New layers of import duties, export bans, and compliance
regulations are reintroducing friction into global supply chains

@ Export controls on advanced technologies (like semiconductors, Al tools, and
biotech) are limiting availability and driving up prices

® Subsidies for reshoring are shifting production incentives, forcing many
manufacturers to reconsider their offshore strategies

If you're sourcing from China, you're likely facing higher costs, increased compliance
requirements, and longer lead times.

If you're selling to China, the risk isn’t just economic—it’s geopolitical. Markets can close
with the stroke of a pen.

-
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© Russia-Ukraine Conflict: The War That Won't Stay Contained

The Russia—Ukraine war has upended key global commodities—energy, grain, fertilizer,
metals—and the effects are still cascading through the system.

@®) Oil and gas markets are volatile and politically charged
@) Global food prices have been hit hard by grain export disruptions

@) Fertilizer prices have created input cost pressure for agriculture, food service, and
logistics

@® While U.S. defense contractors and energy producers may see short-term benefit, the
broader effect is persistent inflation pressure and uncertainty

If you rely on fuel, food, or any goods with embedded transportation costs, your margins
are exposed.

€ Taiwan's Semiconductor Monopoly: The Hidden Vulnerability in Your Tech Stack

Over 80% of the world’s advanced microchips are manufactured in Taiwan—a region
increasingly at the center of geopolitical tension.

@ A conflict or blockade, or even a natural disaster, could interrupt global electronics
production for months

@ These chips are critical to everything—from smartphones and cars to HVAC systems,
security devices, and medical equipment

® Small businesses reliant on embedded tech are at risk of being downstream victims
of massive shortages

If your product, equipment, or systems contain any high-end tech component, this risk
should already be in your business continuity plan.
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What Smart Business Owners Are Doing to Get Ahead of
the Curve

Resilience used to be something we talked about in disaster recovery plans. Now, it's part
of day-to-day strategy. The smartest operators aren’t waiting for the next shock—they’re
building systems that bend without breaking.

@ Dual-Sourcing and Reshoring

@® Don't bet everything on a single country, supplier, or port—no matter how reliable it
seems today

@) ‘Friend-shoring” is gaining steam—sourcing from allied and stable economies like
Mexico, Vietnam, India, or closer to home

® Reshoring to North America may come with higher sticker prices—but it improves
reliability, delivery speed, and compliance visibility

Think of it as an insurance premium on your operating continuity.

© Build Inventory Buffers (Selectively)

@ The “just-in-time” model is out. The new normal is “just-in-case.”
@® Holding 20-40 days of key inputs is now considered smart planning—not inefficiency

@® Work with your bank or credit provider to ensure your working capital can absorb this
inventory adjustment

This isn’t about hoarding—it's about preventing production shutdowns when the next
global delay hits.

€ Supply Chain Mapping and Transparency

@® Know exactly where your top 10 products or critical inputs originate—and how they
move to you

.) Go beyond your Tier 1 vendors: Who supplies your suppliers?

@® Ask vendors for contingency plans, certifications, or alternative sourcing channels
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Most business owners think they’re diversified—until they realize all their Tier 1 vendors
buy from the same Tier 2 plant in China or Europe.

Bottom Line: In a Volatile World, Operational Flexibility
Becomes Margin Protection

It's no longer enough to optimize for cost or speed. You must now optimize for resilience,
visibility, and adaptability.

The next disruption isn’t an “if"—it's a “when.” And when it hits, the businesses that stay
on their feet will be the ones who invested in redundancy, transparency, and strategic
supplier relationships.

Your job isn't to predict the next war, quake, or sanction—it's to build a supply chain that
can take a punch and still keep your customers happy and your team working.

Because in this new era of global volatility, resilience isn't just good risk management—it's
good business.
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Section 8:
The FY2026 Federal Budget—
Strategic Opportunities and Regulatory Shifts

A Game-Changing Moment for Business Owners

The FY2026 federal budget and the newly signed One Big Beautiful Bill Act (OBBBA)
represents more than just another Washington headline. This is a foundational shift that
can unlock real competitive advantages and shape long-term strategy for small and mid-
sized business owners.

The OBBBA, signed into law by President Trump on July 4, 2025, makes permanent
numerous tax provisions from the 2017 Tax Cuts and Jobs Act (TCJA). This eliminates
years of uncertainty and provides unprecedented planning clarity for business owners.

Taxes: Permanent Certainty Creates Real Opportunities

The Big Picture: Long-Term Planning Clarity

For the first time in years, businesses can plan five years out without wondering what
Congress might undo. Here's what's now locked in permanently:
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Key Permanent Tax Provisions (2025):

®

®

QBI Deduction (Section 199A): 20% deduction for pass-through income (LLCs, S-
corps, sole proprietors, partnerships) now permanent

Individual Tax Rates: Current brackets (10%-37%) won't revert, with lower brackets
indexed for inflation

Standard Deduction: Higher amounts ($15K singles, S30K joint filers) stay in place,
indexed for inflation

100% Bonus Depreciation: Full expensing of qualified capital investments in year one
—permanently

R&D Expensing: No more five-year amortization—R&D expenses again immediately
deductible

Interest Deductibility: Return to more favorable EBITDA-based calculation

QSBS (Qualified Small Business Stock): Gains exclusion on tiered timeline—50% at 3
years, 75% at 4 years, 100% at 5 years

Strategic Tax Implementation

Offensive Tax Strategy (Not Just Defense):

®

®

Accelerate CapEx: Pull forward investments in technology, equipment, facilities—get
full deduction immediately

Build With Confidence: QBI deduction provides breathing room for reinvestment in
hiring, expansion, margin protection

Explore QSBS Structuring: For high-growth ventures, properly structured C-Corps
now offer unprecedented flexibility and upside

Professional Tax Planning: Work with strategic tax professionals on 3-5 year
planning, not just annual preparation
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Federal Spending Shifts: Winners and Losers

Cuts to Traditional SMB Support Programs:

Eliminated or Severely Reduced:

0) SBA counseling (Women's Business Centers, SCORE, etc.)
@ SBA loan processing staff cut nearly in half (approval times now 8-12 weeks)
@ Economic Development Administration (EDA)
@® Manufacturing Extension Program (MEP)
@ USDA Rural Programs (including broadband and rural housing)
® CDFI Fund discretionary awards
@ Workforce, housing, and social service grants
Impact: Rural areas, underserved populations, and SBA-dependent businesses will feel

these cuts significantly. The entire entrepreneurship support ecosystem outside major
metros is thinning.

Where Federal Money Is Going:
Major Increases:

@) Defense and National Security: Defense spending up 13%, border security at record
$175B

@) Infrastructure: Major investments in airports, shipping, rail safety
.) R&D Focus: Al, quantum computing, microchips, biotech, advanced manufacturing
Strategic Opportunity: If your business touches defense, logistics, infrastructure, or

cutting-edge tech, federal contracts and grants are expanding. Get listed on SAM.gov,
know your NAICS codes, build government relationships.
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Economic Headwinds: The Debt Reality

Despite tax relief, underlying economic pressures persist:

Fiscal Trajectory:

@®) Federal deficit: $1.9 trillion in 2025, growing to $2.7 trillion by 2035
@) Interest on debt: Projected to exceed $1 trillion annually starting 2026
@) Debt-to-GDP ratio: Rising to 118% by 2035

Business Implications:

@) Interest rates will trend higher over time, regardless of Fed easing

@) Capital costs will increase

@) Private investment faces crowding out from government borrowing

@) Cost of capital (debt, lines of credit, growth financing) becomes more burdensome

The Regulatory Shift: Fewer Federal Rules, More State Variation

Regulatory Changes:

@) FTC & Competition Enforcement: Smaller budget but focused on labor market
practices and M&A

@) EPA: Budget cut over 50%, shifting authority to states (creates regional regulatory
variation)

@) Workforce & DEI Programs: Many eliminated or restructured
Strategic Implications:
@) Less federal regulatory burden but more state-level unpredictability

@) Businesses in traditional or security-focused sectors may find easier government
access

@®) DEl/social responsibility programs lose federal funding support
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Section 9:

Capital Markets & Credit—
Survival Rules in Higher-Rate
World

The era of cheap capital is over. Full stop.

If you're still making investment decisions based on 2020
interest rates, you're not just behind the curve—you're
flying blind. That was the era of sub-4% debt, easy credit,
and abundant liquidity. Today, the game has changed—
and so must your financing strategy.

In 2025, capital costs have reset, lender standards have tightened, and risk is being
repriced. Access to funding isn't gone—but it's more conditional. If you don't come to the
table with clear cash flow, strong covenants, and a compelling business case, you're
going to find fewer approvals, slower processes, and higher rates across the board.

This is no longer a world where money chases ideas. Now, money chases performance—
and only the best-prepared businesses get the capital they need on favorable terms.

The New Capital Reality: Know What You're Dealing With

Here's what today’s financing landscape looks like for business owners:

Financing Type Rate Range Pros Cons

Traditional Bank Loans| 6.6%-11.5% |Lowest rates available| Very strict underwriting; long processing

Government-backed;

SBA 7(a) Loans 10.5%-15.5% Processing times up to 8—-12 weeks
longer terms
SBA 504 Loans 5%-7% Fixed rates; ideal for Limited use cases; requires collateral
real estate
F ; flexibl
Private Credit 15%+ ast acfeersr:s exible High effective interest rates

ULl 20%-30% APR No equity dilution Highly dependent on steady cash flows

Financing
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This means even the most affordable capital is twice as expensive as it was just a few
years ago. If you're considering growth, expansion, or refinancing, you have to evaluate
everything through the lens of ROI, cash flow pressure, and repayment risk.

What This Means for Strategic Decision-Making

In a high-cost capital world, your decision-making framework must evolve. Here's what
you need to ask yourself before taking on new debt or allocating new capital:

@ Growth Must Justify Capital Costs

@ Can your next investment produce a 20%-30% internal rate of return (IRR)—enough
to beat your borrowing cost with margin to spare?

@) If not, are you using retained earnings or vendor financing to bridge the gap?

@ Growth for growth’s sake is off the table. Every expansion must now pay for itself
with cash—and quickly.

This is a shift from “how fast can we grow?” to “what’s the smartest way to grow that
won't hurt us later?”
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€@ Liquidity Is No Longer Optional—It's Your Lifeline

@® Do you know exactly how many months of operating cash you have on hand?

@) If accounts receivable slip by 10-15 days, will you make payroll?

@ Are you running leaner than your business can actually tolerate in this interest rate
environment?

Liquidity doesn't just help you survive shocks—it improves your bargaining power with
lenders, suppliers, and customers. In this environment, cash is not lazy—it's strategic.
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€ Debt Structure Matters More Than Ever

@) Are your loan terms matched to the lifespan of your assets? Don't use short-term
credit to fund long-term investments.

@) Are you monitoring your interest coverage ratio monthly to ensure you're staying
bankable?

@® Do you understand your exposure to variable-rate debt—and what will happen if
rates rise again?

In volatile markets, the structure of your debt can determine whether you stay nimble or

get trapped.
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Tactical Financing Moves: Where Smart Operators Are Focusing Now

You don't have to overhaul your balance sheet in one quarter. But you do need to tighten
the playbook. Here are practical ways to adjust:

Renegotiate Payables and Receivables

@) Stretch your vendor terms without damaging relationships

@® Speed up receivables with early payment incentives, automated invoicing, or tighter
collections

@) Consider factoring or invoice financing for specific customers or contracts—use
selectively, not habitually

Small shifts in working capital flow can add weeks of liquidity without borrowing a
dime.

Trim the Fat: Cut Underperformers

@ Identify and divest from low-margin or capital-intensive product lines
@ Focus on what sells fast, generates cash quickly, and has high contribution margins

@) Be surgical—don't just slash, optimize around your core strengths

Now is not the time to carry business segments that aren’t pulling their weight.

Run Worst-Case Scenarios Quarterly

@® Model what happens if sales drop 20%, interest rates rise 2%, or a key customer
delays payment

@) Stress test your debt coverage, cash runway, and vendor payment schedules

@) Build in responses—cost cuts, payment delays, credit line usage—before you need
them

This is about playing offense with better information, not living in fear.
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Strengthen Your Lender Relationships—Now

@® Don't wait until you need money to talk to your bank

@ Keep active communication with 2-3 capital providers, including both traditional and
alternative options

@) Provide quarterly updates, share strategic plans, and show discipline before you're in
a crunch

Strong relationships mean faster decisions when time is tight—and better terms when
the markets tighten.

Bottom Line: You Can Still Grow—But Only If You Respect the Cost
of Money

The money is still out there. Lenders are still lending. Investors are still investing. But the
bar is higher. The scrutiny is deeper. And the margin for error is much, much thinner.

That means you must now earn your capital with clear returns, operational efficiency, and
financial discipline.

The businesses that thrive in this new capital environment won't be the ones chasing the
biggest checks. They'll be the ones who:

@ Understand their real cost of growth
® Make bold but calculated moves

® Protect liquidity like it's oxygen

@® Match capital sources to capital uses

@® Keep their lenders informed and engaged

Because in a world where 3% debt is history, financial clarity is the new strategic

advantage.
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Section 10:

Economic Implications of Tariffs—Navigating
Trade Headwinds

Tariffs are no longer a footnote in the global trade conversation—they’re now a headline
issue with direct consequences for your business. In 2025, we've seen a dramatic
reassertion of tariffs as a primary lever of economic and political policy. Whether you're
importing components, exporting finished goods, or simply buying from vendors who rely
on global supply chains, these changes are reshaping how you operate.

Let's be clear—this isn't just about international trade policy or geopolitical posturing. This
is a fundamental reshaping of cost structures, customer pricing strategies, supply chain
design, and even the way you plan cash flow and working capital. Tariffs are now part of
the operating environment—and if you don't adapt, they will erode your margins and
competitiveness from the inside out.

The New Tariff Landscape: 2025 Snapshot

Here's what business owners are dealing with now:

@) Universal Tariff: A flat 10% tariff on all imports took effect April 5, 2025

@) China-Specific Tariff: 54% total effective rate for Chinese imports, including layered
duties and restrictions

@) Average U.S. Tariff: Spiked from 2.5% to 18.8%—the highest level in nearly a century
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This isn’t about isolated sectors anymore. Tariffs now affect consumer goods,
electronics, automotive, textiles, food inputs, and more. It's a structural shift—one that
demands strategic adaptation, not reactive panic.

The Ripple Effect: Inflation, Cost Pressures, and GDP Impact

The immediate effects are tangible:

Short-Term Price Shock

@) Shoe prices: +44%

@® Apparel: +40%

@ Food: +4.1%

@® Smartphone production: Up to 25% higher costs for China-sourced components

@® Household impact: $2,800 average annual income loss per U.S. family due to tariff-
induced inflation

Macroeconomic Drag

@) GDP Shrinkage: Estimated 0.8% contraction from tariff effects

@®) Long-Term Output Loss: U.S. economy may settle 0.5% smaller—roughly $135
billion annually

@) Labor Market Hit: Projected 641,000 fewer jobs by year-end and a 0.5% uptick in
unemployment

In other words, tariffs are no longer an abstract policy—they’re a bottom-line factor
every CEO must track.

Supply Chain Realignment: Pressure, Complexity, and Opportunity

When tariffs make old supplier relationships financially unviable, your sourcing model
must evolve—fast. But change under pressure creates cost spikes, operational risk, and
planning complexity.
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What's Already Happening:

@) Logistics costs are up 10-15% as businesses reconfigure routes and timelines
@) Suppliers in India, Vietnam, and Mexico are booming from demand shifts

@) Electronics and automotive sectors are leading the charge in diversifying global
sourcing

For many SMBs, reshoring or nearshoring is now more than a patriotic gesture—it’s an
economic necessity.

Strategic Playbook: How Business Owners Can Adapt Proactively

@ Rethink Global Sourcing from the Ground Up

@) Diversify suppliers to reduce exposure to high-tariff regions like China

@) Explore nearshoring in Mexico, Central America, or friend-shoring in Vietnam or India
@®) Evaluate reshoring options—especially for mission-critical components

@) Don'tjust chase the lowest cost—consider lead time, reliability, and compliance

The goal isn't perfection—it’s resilience.

€@ Strengthen Pricing Strategy and Market Position

0) Run pass-through analysis: How much can you increase prices without losing
volume?

@) Consider segment-specific strategies: Higher-end customers may tolerate more
price movement than commodity buyers

@ Communicate transparently: Let customers know why changes are happening

@®) Evaluate margin impact: For some products, it may be better to discontinue than lose
margin leadership

Your pricing power just became a competitive asset—if you use it wisely.
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@ Redesign for Supply Chain Resilience
@ Component substitution: Use U.S.-based or non-tariffed parts where possible
@® Reengineer high-cost SKUs: Optimize product specs for current conditions

@) Use constraints to innovate: Scarcity can drive smart design and create long-term
advantage

Tariffs may be the catalyst that gets your team thinking more creatively about cost,
design, and value delivery.
@ Reinforce Financial Health and Balance Sheet Strategy

@) Reassess your credit exposure: Vendors or customers in high-tariff industries may
face cash flow strain

Build reserves: With inflationary pressure, access to capital may tighten

@ Match your debt to your trade cycle: Don't fund uncertain inventory on short-term,
high-interest lines

@) Watch Fed signals: If tariffs keep inflation high, expect interest rates to remain
elevated longer

You need capital discipline now more than ever. Every dollar you borrow should have a
strategic return plan behind it.

Tariffs Don't Exist in Isolation—They Compound Existing Pressures

Your response to the new tariff environment can’t happen in a vacuum. These trade
headwinds layer on top of:

@ Rising interest rates
@®) Labor shortages due to demographic shifts
@®) Tightening credit from the Fed’s balance sheet reductions

@® And accelerating technology demands for competitiveness

Capacity Building © Capacity Building Solutions, Inc. 72
Q a Solutions www.capacity-building.com


http://www.capacity-building.com/

That's why you need an integrated strategy—not siloed responses. Think holistically
about how capital, supply chain, operations, and pricing must align to keep you in the
driver’s seat.

Monitor Signals. Don't Get Blindsided.
To stay agile, you must stay informed. Build a simple tariff watch dashboard:

Monthly:

@ Import price indices

@ PPI (Producer Price Index) for materials

@) Trade disruption alerts

@® Exchange rate movements (e.g., China, Mexico, EU)
Quarterly:

0) Competitor price adjustments

@ Regional supply shifts

@ Reshoring announcements

@®) Federal support program updates

@) Policy negotiations and trade deal headlines

The winners won't be those who predict every move—they’ll be the ones who respond
faster, more strategically, and more cohesively than the competition.
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Final Word: Tariffs Are the New Normal—Plan Accordingly

This new tariff regime isn't a blip. It's a systemic policy shift with long-term implications
for how goods move, how companies price, and how markets evolve.

As a business leader, you can't afford to wait this out or hope it goes away. What you
need now is:

@) Strategic scenario planning

® Pricing flexibility

® Operational agility

@ Deep awareness of trade policies

@ And financial resilience

The game has changed. But smart operators always find a way to win the new game—
especially when others are still playing by the old rules.

e
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Section 11:

Strategic Lessons from the 1920s, the 2020s, and
Trump 2.0—Patterns, Parallels, and Policy Risk

This comparative briefing offers business leaders a forward-looking lens grounded in
historical context. By comparing the roaring 1920s, the disruptive 2020s, and the
projected trajectory of a second Trump administration, we gain valuable insight into how
policy shifts, macroeconomic signals, and cultural undercurrents can either accelerate
opportunity or magnify risk.

Small business owners don't need a history degree to navigate what's coming. But they
do need a sharp sense of pattern recognition. When you understand how eras rhyme—
economically, politically, and culturally—you can better position your business to
anticipate inflection points and act before your competitors do.

Geopolitical Landscape

Category 2020s Trend Trump 2.0 Policy Impact
World Power Post-WWI U.S. dominance; | Multipolar world, U.S.- Assertive nationalism;
Structure Europe unstable China rivalry weakened global alliances
Isolationism, League Selective engagement, Bilateral “America First”;

U.S. Foreign Polic
g y rejection decoupling withdrawal from multilateralism

Fragmented order with | Rising tension via tariffs and

Global Stability Fragile post-war peace flashpoints global military posturing

Record defense spending with

Military Context Post-war demobilization |Rising defense budgets Indo-Pacific and border focus

Strategic Signal: Geopolitical alignment is shifting. Defense and industrial sectors are
poised to benefit, but diplomatic volatility introduces long-term planning risk.
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Socioeconomic Conditions

Category

2020s Trend

Trump 2.0 Policy Impact

Technology & Cars, electricity, radio Al, automation, biotech | Tech reshoring, deregulation,
Innovation boom revolution workforce automation push
Wealth Top 1% held ~40% of Top 10% hold 70%+ of | Asset-friendly policies; limited
Distribution wealth wealth redistribution

Labor Force
Trends

Urban migration, union
growth

Labor shortages, gig
economy rise

Immigration crackdowns
worsen talent gaps

Demographics

Young, fast-growing
population

Aging society, declining
birth rates

Restrictive immigration
intensifies aging workforce
issue

Cultural Mood

Jazz Age optimism

Polarization, digital
fatigue

Populist tone and intensified
division

Strategic Signal: Labor scarcity is structural, not cyclical. Workforce strategies must
prioritize retention, automation, and cross-generational inclusion.

Trade & Globalization

Category 2020s Trend Trump 2.0 Policy Impact
Trade Protectionist tariffs Reglobalization with Universal 10% tariff; aggressive China-
Philosophy (e.g. Fordney) supply chain shifts specific tariffs
Top Trade UK, Germany, China, Mexico, EU Bilateral deals.empha3|zed; Mexico
Partners Canada gains share
Supply Chain Reglonal,_gold- Globallzeq,'now re- Nearshoring gnd |nqustr|al reshoring
constrained localizing incentives
Key Gold standard, Logistics friction, labor Sanctions, tariffs, visa limits
Constraints trade barriers gaps amplify friction

Strategic Signal: Supply chain friction is here to stay. Rebuilding regional partnerships
and domestic sourcing capacity is now a competitive necessity.
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Fiscal & Monetary Policy

Category 2020s Trend Trump 2.0 Policy Impact

Federal <10% >100% Rising debt with no fiscal consolidation

Debt/GDP ° ° g

Taxation Cutfrom 73% | Moderate, complex | QBI made permanent, 100% expensing
to 25% tax code locked in

Goverr?ment ~3% of GDP ~93% of GDP Defense and industrial up, social spending

Spending down

Monetary Gold standard | QE/QT, forward Fed independence under scrutiny, rising

Tools limitations guidance policy risk

Crisis Minimal, COVID-era aggressive | | .. . .

Response limited toolkit | intervention High-cost, targeted stimulus likely

Strategic Signal: While tax incentives offer tailwinds, fiscal risk and Fed politicization
introduce long-term instability. Use the current window to lock in gains.

Financial Markets & Systemic Risk

Category 1920s 2020s Trend Trump 2.0 Policy Impact
Marke’F P/E ~10-15x | P/E ~30x Optimism sustained despite macro risks
Valuations
Margi High li
Leverage argin deb't, igh corp and public Asset-backed optimism may conceal risk
few regulations| leverage
Banking No FDIC; Basel-compliant but | Regional banks vulnerable to commercial real
System fragile exposed to CRE estate stress
Crash . None “Fed put” assumed !:ed credibility at risk amid political
Protection interference

Strategic Signal: Risk tolerance remains high, but protection mechanisms are thinning.
Prepare for liquidity crunches and potential credit tightening.
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Summary Strategic Takeaways

Geopolitics:
% Trump |l reintroduces unilateralism. Watch for diplomatic instability and use
defense spending as a directional signal.

Labor & Workforce:

Immigration restrictions and DEI rollbacks will constrain skilled labor pools.
Build redundancy, reskill, and prioritize retention.

Supply Chains:
(&) Tariff pressures and geopolitical friction make just-in-time models untenable.
Invest in domestic, regional, or allied supply structures.

Tax & Incentives:

Permanent QBI, full expensing, and R&D incentives open a critical planning
window. Capitalize on them now—before interest costs eat the margin.

Debt & Interest Rates:
High debt and rising deficits constrain future fiscal rescue options. The next

downturn may lack stimulus flexibility—strong balance sheets are no longer
optional.

Risk Positioning:
The safety net is fraying across multiple sectors. Build margin of safety into
every function—cash, supply, labor, and credit.
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Section 12:
Strategic Playbook—
Winning Moves for Uncertain Times

The road ahead won't be paved with certainty, but it will be rich in opportunity for
business leaders who know how to read the terrain and make timely moves. Over the next
three to five years, the ability to integrate insights across six major forces—rising debt
levels, demographic shifts, emerging technologies, evolving policy frameworks, trade
realignments, and changing federal budget priorities—will define your competitive edge.

Success isn't going to come from perfectly timing the market or relying on outdated
assumptions. It's going to come from weaving these moving parts into a single, coherent
strategy—where every major decision connects to a broader game plan. Think of it as
running your business like a well-prepared sports team: agile on the field, clear about the
playbook, and disciplined in execution. Below is your strategy map.

IMMEDIATE ACTION ITEMS FOR TODAY'’S POLICY AND
BUDGET ENVIRONMENT

Make Tax Planning a Year-Round Sport

@®) Leverage every tool at your disposal: the QBI deduction, bonus depreciation, and full
expensing of capital investments aren'’t just tax perks—they're strategic levers.

Q) Use QSBS planning for businesses preparing to grow, sell, or transition ownership.

Q) Don't overlook the R&D tax credit; it's back in full force and can be used to fund

innovation.
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@®) Engage top-tier tax pros to build a 3- to 5-year view. Planning ahead avoids last-
minute scrambling and helps you stay out in front.

Capital Planning with the Future in Mind

@ Lock in capital while rates are predictable. Tomorrow’s debt is likely more expensive.
@ Liquidity is survival—maintain 3—6 months of operating cash on hand.

@) Accelerate capex and automation projects while tax treatment remains favorable.

@ Borrow smart, invest wisely, and stress test your plans for what-ifs.

Expand Your Support Ecosystem

@) Federal support is winding down; don't get caught flat-footed.

Q) Forge ties with local banks, chambers of commerce, economic development offices,
and regional nonprofits.

@) Build your own “business cabinet’—a team of advisors attuned to public-private
funding, grants, and evolving community support channels.

Identify Federal Growth Plays Before Others Do

@) Defense, infrastructure, and frontier tech like Al, biotech, and quantum computing are
magnets for federal dollars.

@®) Track RFPs and grants on platforms like SAM.gov.

@) If you've never bid on government work, now’s the time to start building those
connections. These contracts create multi-year revenue stability.
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THE 9 STRATEGIC PRIORITIES FOR SMART OPERATORS

Mastering Cash Flow

@) Operate your cash flow like a pilot flies a plane—with constant adjustments.

@) Shorten receivables, lengthen payables (strategically), and always know your 13-week
cash runway.

@®) Treat credit lines as a backup plan, not a primary funding source.

Al-Powered Productivity

@) Start small: automate admin, lead scoring, or support tasks first.
@® Train your team to partner with Al tools, not fear them.

@® Monitor ROI and redeploy resources freed up by automation.

Talent That Sticks

@) Offer phased retirement, cross-training, and flexible work to support an aging but
experienced workforce.

@) Retention matters more than ever: the cost of replacing skilled talent is rising.

@) Culture, communication, and personal growth are your biggest tools.

Strategic Pricing and Value Communication

@) Justify price increases with clear value storytelling.
@) Teach your team to lead with the “why” before the number.

@® Watch your competitors—price shifts signal market shifts.

Supply Chain Resilience

@ Don'tjust build supply chains—map and stress-test them.
@®) Diversify regionally to reduce tariff and delay risk.

0) Use trade policy signals to anticipate cost spikes and pre-stock critical inputs.
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Efficient Capital Deployment

@® Rank all growth initiatives by ROl and payback period.

@) |If a project doesn't justify cost of capital, pause it.

@®) Focus on high-velocity, high-margin wins first.

Regulatory Foresight

@® Document your approach to data, labor, and tech compliance.
@®) Build early relationships with key state and local regulators.

@) Stay nimble—federal retreat means states may ramp up.

Digital Sales and Marketing Maturity

@®) Invest in your website and SEO like you would a physical storefront.
@® Use CRM tools and automation to nurture leads and drive conversion.
@) Direct-to-customer channels are your margin builders.

Energy and Utility Optimization

@) Explore solar or battery backup where incentives exist.

@® Model utility cost volatility in expansion decisions.

@) Position sustainability as a performance asset, not a compliance task.

—~ NG

1113441
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EARLY WARNING SYSTEM: KEEPING YOUR RADAR ON
Monthly Pulse Checks

@® 10-year vs. 2-year Treasury yield curve (recession signal)

0) Small business lending trends and approval rates

@® Wage growth and local unemployment fluctuations

0) Input cost and import price movements

Quarterly Strategic Reviews

@® Net interest burden as a share of GDP

@) Fed balance sheet trajectory

@) CRE valuations and leasing trends

@) Regional logistics and supply chain updates

0) Competitor pricing changes

Annual Deep Dive

@ Are you falling behind in tech adoption or digital engagement?

@ How are local demographics affecting hiring or product fit?

@) Is your supply chain vulnerable to tariffs or currency shifts?
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CRISIS PREPARATION FRAMEWORK

Build for the Worst, Lead Through the Storm

.) Model 12-24 month economic shocks with reduced sales, higher rates, and delayed
receivables.

@ Plan for patchwork state policies as federal oversight declines.
@) Shift cost structure to flex with demand.

@) Scenario test supply chain disruption timelines and mitigation options.

Forge Political and Civic Relationships

@) Build ties with local and state leaders—federal grants and contracts flow through
these channels.

@ Get to know key agency contacts in defense, infrastructure, and tech sectors.
@) Stay close to private contractors who win big federal projects.

@® Trade groups and local alliances will become your lifeline in navigating tariffs,
funding, and regulation.

FINAL STRATEGIC INTEGRATION

This is not a time for piecemeal thinking. It's a moment that calls for broad strategic
integration. You don't need perfect forecasts—you need flexible playbooks, clear
priorities, and the courage to move decisively.

Tie your tax strategy to your capital strategy. Align your workforce investments with
your tech roadmap. Treat regulation, energy, and trade not as compliance burdens—
but as strategic vectors that shape where you compete and how you win.

Your edge won't come from knowing more—it’ll come from preparing better.
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Conclusion:
Leading Through Uncertainty

The modern economy isn't out to help you—and it's not out to hurt you either. It's just
complicated. And in 2025, it's growing even more dynamic. The introduction of a potential
Trump 2.0 administration adds a new layer of policy shifts, market volatility, and sector-
specific headwinds that small business owners can't afford to ignore.

This guide was designed to cut through the noise. In Sections 1 through 10, we laid the
foundation—diagnosing the debt landscape, unpacking the role of the Federal Reserve,
evaluating the fiscal toolbox, understanding interest rate cycles, and exploring systemic
risks from market bubbles to bank stability. We discussed the structural realities of
inflation, labor shortages, and demographic decline. We unpacked both the power and the
limits of monetary tools, fiscal discipline, and crisis-era interventions. These chapters
offer practical frameworks for interpreting financial signals, building operational
resilience, and anticipating fiscal constraints that could impact private capital markets.

In Section 11, we widened the lens—comparing the 1920s, 2020s, and a second Trump
term. This historical juxtaposition is more than an intellectual exercise. It highlights
recurring patterns—asset booms, labor inflection points, global reordering, and policy
polarization—that are relevant today. By studying these patterns, business leaders can
sharpen their radar and stress-test assumptions.

Section 12 translated insight into action: a strategic playbook offering specific moves you
can make now. From tax optimization to supply chain localization, scenario planning to
capital structure alignment, we provided a set of priorities designed to protect your
business, accelerate your learning, and extend your strategic runway.
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Resilience today means strategic preparedness. It means not relying on assumptions
from the last decade or clinging to old playbooks. Instead, success will come to those
who:

@® |Interpret macroeconomic signals early and act decisively

@® Embrace Al and automation not just to cut costs but to drive competitive agility

@) Rethink talent strategy to address demographic decline and workforce polarization
@) Realign supply chains for resilience rather than cost-minimization

@) Leverage tax and policy incentives while they still exist

@® Maintain liquidity, strengthen lender relationships, and model downside scenarios

You are not just managing a business. You are leading a vessel through an unpredictable
sea of policy, pricing pressures, demographic disruption, and technological acceleration.
In this kind of environment, excellence in execution is no longer enough. Strategic
adaptability is the premium currency.

Use this guide to:

.) Build your internal war room: scenario test your assumptions, model contingencies,
and prepare your people.

@® Anchor in values but operate with flexibility: the leaders who remain clear about their
mission but agile in their method will thrive.

@) Stay deeply informed but act locally: national trends matter, but your competitive
advantage will come from how well you translate those into decisions within your
four walls.

@) Invest in systems that multiply good judgment: Al, automation, and better processes
are not threats—they are force multipliers for better leadership.

@) Protect your balance sheet like your reputation: both are critical to enduring
credibility and access.

The policy landscape is fragmented. The social contract is shifting. The margin for error
is narrowing. And yet, within that complexity lies your advantage—if you're prepared to

claim it.
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F

You don't need to predict the future. You need to be the business that’s built to move with
it. Not everything is in your control, but your preparation is. Your ability to adapt is. Your
discipline and courage—those are entirely within reach.

So take this moment not as a warning, but as a challenge: to sharpen your tools, expand
your awareness, and make choices that future-proof your business.

Because in the new economic reality we face, resilience isn't passive—it's proactive. And
fortune, as always, favors the prepared.

Now is not the time to stand still. It is the time to lead.

Step into the uncertainty—and own the outcome.
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@® Small Business Administration. Various policy guidance and rate information.
https://www.sba.gov/

Trade and Tariff Analysis

@ U.S. Trade Representative. (2025). "2025 Tariff Actions and Trade Policy." Washington,
DC.

@) Bureau of Economic Analysis. (2025). "Trade in Goods and Services."
https://www.bea.gov/data/intl-trade-investment/international-trade-goods-and-
services

@) Peterson Institute for International Economics. (2025). "The Economic Impact of
Trade Wars and Tariffs."
https:/www.piie.com/

Al and Technology Research

@® McKinsey Global Institute. (2024). "The Age of Al: And Our Human Future." Research
Report.

@® MIT Sloan Management Review. (2025). "Al Adoption in Small and Medium
Enterprises." Spring 2025 Issue.

@®) National Institute of Standards and Technology. (2025). "Al Risk Management
Framework."
https:/www.nist.gov/itl/ai-risk-management-framework

Energy and Infrastructure Data

@® U.S. Energy Information Administration. (2025). "Electric Power Monthly."
https:/www.eia.gov/electricity/monthly/

@® American Society of Civil Engineers. (2025). "Infrastructure Report Card."
https://infrastructurereportcard.org/

@ Department of Energy. (2025). "Inflation Reduction Act Clean Energy Programs.”"
https://www.energy.gov/
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Demographics and Workforce Analysis

@) U.S. Census Bureau. (2025). "Population Projections for the United States: 2025 to
2060."
https://www.census.gov/data/tables/2017/demo/popproj/2017-summary-
tables.html

@ Bureau of Labor Statistics. (2025). "Employment Projections: 2024-2034."
https:/www.bls.gov/emp/

@ AARP Public Policy Institute. (2025). "The Longevity Economy Outlook."
https:/www.aarp.org/ppi/

Historical Comparative Framework and Trump 2.0 Projections

Author synthesis from multiple public policy analyses and macroeconomic projections,
including:

@ U.S. Congressional Research Service (1920s-present economic comparisons)
@®) Council on Foreign Relations: U.S. Trade Policy archives

@ Peterson Institute for International Economics (Trump-era tariff analysis)

@ Brookings Institution: Trump Administration Policy Tracker

@®) Pew Research Center: Socioeconomic and demographic data by decade

@®) Public records on 2025 tariff policies, QBI extensions, and defense appropriations
Historical Comparative Framework and Trump 2.0 Projections:

@) Author synthesis from multiple public policy analyses and macroeconomic
projections, including:

» U.S. Congressional Research Service (1920s-present economic comparisons)
e Council on Foreign Relations: U.S. Trade Policy archives

» Peterson Institute for International Economics (Trump-era tariff analysis)

e Brookings Institution: Trump Administration Policy Tracker
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* Pew Research Center: Socioeconomic and demographic data by decade

e Public records on 2025 tariff policies, QBI extensions, and defense appropriations

Methodology Note:

This document integrates data from multiple authoritative sources including the
Congressional Budget Office, Federal Reserve System, U.S. Treasury, and academic
research institutions. All debt projections and economic forecasts should be considered
scenarios for planning purposes rather than definitive predictions. Interest rates and
lending conditions are subject to rapid change based on Federal Reserve policy and
market conditions.

Data Currency:

Economic data current as of July 2025. Business owners should verify current rates and
conditions before making financial decisions, as lending markets and government
policies continue to evolve.

Disclaimer:

This guide is for informational purposes only and does not constitute financial, legal, or
tax advice. Business owners should consult with qualified professionals for specific
guidance related to their individual circumstances. Economic projections are inherently
uncertain and actual outcomes may vary significantly from forecasted scenarios.
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