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WHAT IS DISRUPTING SMALL 
BUSINESS LENDING TODAY?

KEVIN  
KILPATRICK

What disruptions are impacting 
small business now? 
Interest rates!  Since Decem-
ber 2015, the Prime Rate has 
increased from 3.25% to 5.50% 
- that’s almost 70%!  Borrow-
ers with variable rate loans have 
seen an alarming increase in pay-
ments.  However, long-term inter-
est rates have not kept pace with 
short-term rates – meaning that 
there is a window of opportunity 

businesses who own real estate.  

is very popular right now with 

current Prime rate!  If your busi-

be worth calling us to see if lock-
ing in a long-term rate works for 
you.  

What other disruptions are 
small businesses facing now? 
The void that banking regula-
tion has caused for small busi-

FinTech, crowd-funding and other 
-

tions can be completed anytime, 

anywhere and with no face-to-
face interaction so loan decisions 
seem easier to accept.  However, 
the advantages of easy access are 
offset by harsh repayment terms 

requests to help businesses over-
come these bad decisions.  

How does Peoples Bank of Ala-
bama compete? 

art technology to provide the most 

services available for every cus-
tomer.  All of the online depos-

online banking, photo deposit, bill 
pay, wire and ACH payments, etc.) 
and the in-branch convenienc-

machines) make it easy to do busi-

in local chambers and community 
-

cial education to help business 
owners realize that convenience 
isn’t always worth the cost.  

How are you disrupting local 
banking?  

model for us like it is for some of 

that dollars are a commodity – 
but the delivery of those dollars 

banking is a real, tangible service 
that has value and is the founda-

the most rewarding things we can 
do is to look a borrower in the eye, 
ask questions about their future 

we can help them achieve those 
goals.  If that means stretching 

-
ment guaranty programs, we will.  

appreciated and understood – and 
those are two things that online 
services cannot provide.  

Also, a unique differentiator at 

is that our employees are the larg-
est shareholder in the bank.  This 
means that every person working 

-
ee, we are owners.  And as small 
business owners ourselves, we 
have a better appreciation of our 
customer’s needs than our com-

make decisions locally that impact 
our community, so we can take a 
long-term approach to developing 
customer relationships.

What’s new at PBAL?  

located on the corner of 5th Ave 
N and 20th Street in the heart of 
Birmingham’s Central Business 

nearly 6,700 square feet on the 

out is a contemporary design with 
local area photography of key 
landmarks in our city and with 
glass walls and sliding doors to 
provide an open and transparent 
atmosphere while maintaining 
privacy for conversations.  The 

two ITMs, two universal bankers 
and a full commercial banking 

part of the Birmingham mar-
ket where we already have loca-

in Hoover at International Park.  
-
-

anteed lending) teams.  In addi-
tion to underwriting loans for our 
entire North Alabama footprint, 
having the Credit Department 
in our building has been a great 
competitive advantage in provid-
ing fast answers to our Birming-
ham borrowers.

 At Peoples Bank, this isn’t what 
we do; it’s who we are.  Come 
check us out!  For more informa-
tion about how Peoples Bank of 
Alabama can be of service to you, 
visit www.peoplesbankal.com or 
call James Barnett, Regional Mar-
ket President or Kevin Kilpat-
rick, Senior Vice President, GCap 
Financing.

SENIOR VICE PRESIDENT,
GCAP FINANCING

A DV E RT I S I N G S U P P L E M E N T TO T H E B I R M I N G H A M B U S I N E S S J O U R N A L

BANKING  DISRUPTOR

“Lending 
money has 
never been 
a ‘plug-and-
play’ credit-
scoring 
model for us 
like it is for 
some of our 
competitors.  
We 
recognize 
that dollars 
are a 
commodity 
– but the 
delivery 
of those 
dollars is 
not.”

JAMES  
BARNETT&
REGIONAL MARKET PRESIDENT,
PEOPLES BANK OF ALABAMA

New Heights for Real Estate and 
Construction Firms Bring New Risks
It’s more challenging than ever for firms that specialize in acquisition and ground-up 
development to make deals pencil out. Increased labor and construction costs 
resulting from today’s strong economic climate, workforce shortages and highly 
valued assets trading are all impacting return on investments. Many companies that 
once invested independently are now considering alternative and more complex 
financing and partnership arrangements such as joint ventures, syndications and 
private investment funds to attract individual investors. These changes in deal 
complexity are often overlooked with respect to risk transfer. 

What insurance challenges are real estate firms and 
their investors facing today?

Executive Risk

As more firms employ unique and diverse 
structures to finance their projects, they also 
face new risks that traditional Directors and 
Officers Liability (D&O) policies aren’t built to 
cover. Since principal partners and their personal 
assets are targeted by investors and partners, 
this is a significant coverage gap especially for 
firms that raise private capital. There are better 
coverage options available to address the risk 
created by having a varied mix of investors, 
funds and joint venture partners.

Professional Liability

Many firms assume that because their 
subcontractors carry professional liability 
coverage, they are protected from claims 
alleging professional errors. Not so. For instance, 
if an architect goes bankrupt or if their 
professional policy is already maxed out due to 
losses, the real estate owner/developer could be 
left holding the bag. 

Environmental Liability

Owners and contractors often overlook 
environmental coverage when they shouldn’t. 
Whenever dirt is moved, an environmental 
hazard is created. Pre-existing conditions on 
acquisitions can also present environmental 
exposures; for example, mold continues to be a 
major issue for owners and property managers 
alike. 

How should real estate firms 
approach an insurance purchase?

Given the hardening property market, real 
estate development firms should be mindful 
that rates are increasing, and at the same time 
the terms and conditions may not be as broad 
as in recent years. For instance, deductibles 
and limits provided for water damage on a 
builder’s risk policy aren’t what they once were. 
It’s critical for an owner/developer to structure 
a builder’s risk program that addresses their 
exposures appropriately, keeping in mind that 
they’ll likely be paying more for potentially less 
coverage. Owners may also want to avoid 
relying on the general contractor’s insurance 
program to provide the builder’s risk policy, as 
this can be problematic when interests are not 
aligned. 

How is Valent Group protecting 
complex real estate firms from 
industry-specific exposures? 

We believe that developing a risk management 
strategy should precede any discussions of 
insurance. Our real estate team is experienced 
in handling risks for Fortune 1000 companies 
with property schedules in the billions of 
dollars. When we structure risk financing 
programs, we interface with clients to 
understand not only what they need or want 
for coverage this year, but we also need to 
know their plans for the next three to five 
years. This allows us to design their risk 
transfer program to match their future goals.
  

What makes Valent Group 
uniquely positioned to consult for 
the real estate industry? 

Our clients benefit from working with a risk 
consultant who understands the real estate 
industry as both a buyer of insurance and a 
broker. As a division of EBSCO Industries, a 
global corporation with a variety of real estate 
holdings including multi-family and hospitality 
portfolios, we deploy EBSCO’s knowledge, 
technology, processes and resources, creating 
a competitive advantage for our clients.

Property

The real estate insurance market has hardened 
over the past 12 to 18 months. Multiple 
consecutive years of adverse losses are causing 
insurance rates to increase, which has forced 
greater underwriting discipline. In some cases, 
this can make finding coverage more difficult. 
Several insurers have exited the real estate 
space, and this attrition is simply fueling the fire. 
In addition, double digit increases in property 
rates are not uncommon. 

Firms with multiple investors or partners can 
consolidate coverages for their projects. By 
leveraging more premium with their insurer 
partners, they can create administrative 
efficiencies and realize cost savings.

Liability

Skyrocketing rates are frustrating habitational 
insurance buyers. Insurers are focusing on 
internal underwriting metrics such as “crime 
scores,” which are determined by historical data, 
local jurisdiction and court rulings on violent 
crimes in a particular zip code—all of which 
affect the rate. As an underwriting example, it is 
not uncommon in today’s marketplace for an 
insurer to sublimit or even exclude coverage for 
assault and battery claims. 

Additionally, the lead umbrella layer pricing is out 
of control; the increases we’re seeing aren’t 
proportionate to the underlying rate increase.

Allen Baker 

Sr. Vice President of 
Property & Casualty,
Valent Group 

Mike Roman

Vice President of 
Property & Casualty, 
Valent Group

Joel St. Laurent

Vice President of 
Property & Casualty, 
Valent Group
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