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00:00:04 Intro
Connecting you with thought leaders and experts in federal loan programs, this is Federal Credit Fridays with your host, Anthony Curcio.

00:00:21 Anthony Curcio
I'm Anthony Curcio, and this is the latest episode of Federal Credit Fridays. As our country faces the longest federal government shutdown in federal government history, I've been wondering a lot lately about what's happening to federal loan programs. To answer that question, I'm bringing back a familiar guest, Sarah Cunningham. Sarah Cunningham is a partner at Summit. She was also the head of the credit crew for many years. For those of you that listen to Federal Credit Fridays, you've heard Sarah several times. I'm recording this on Friday afternoon, November 7th. I don't know if the shutdown may be over by the time this is broadcast, but I wanted to go ahead and get Sarah's thought on this. Without further ado, let's talk to Sarah. Welcome, Sarah.

00:01:07 Sarah Cunningham
Hey, good morning, Anthony. How are you?

00:01:09 Anthony Curcio
I'm well. I'm feeling light and free this morning as we record this because typically my Federal Credit Fridays podcasts are pre-scripted and, you know, we think a lot about it, but this is a little shoot from the hip and I've been making some calls, some of which are going to phones that are not being answered to ask how federal lending is going. And I thought, I'm going to call on my old friend and the best expert I know, Sarah, and see what she says about it. So if you don't mind, I might pepper you some questions about federal loan programs on the shutdown.

00:01:41 Sarah Cunningham
Absolutely, sure. It's definitely an interesting time. We're so used to talking about how federal loan programs work and what they're doing. It's just a very, very different perspective today, isn't it?

00:01:55 Anthony Curcio
It really is. So let me start with kind of the basics, which is, as we all know, the government is shut down.

I know that the President and the Congress are making exceptions for certain groups of folks. If you're doing something really critical, there's some exceptions made. But, you know, in general, I don't tend to think of loan programs as life or death, even though they're really important. So is it true, Sarah, that like all 25 to 30 credit offices. You know, 50 to 60 programs, 130 different asset classes. Is everything at a total halt? Is no federal lending being done at all? Is that what's going on?

00:02:32 Sarah Cunningham
It's a great question because it's so hard because the answer is, well, it depends. Overall, there's a huge freeze right now, right? So, so many of our federal loan and loan guarantee programs are funded through the annual appropriations and we just don't have one for 2026. This is from the perspective of small businesses, homebuyers, community development, transportation, a lot of those agencies, they're either completely stalled and frozen or very, very slow, with very limited exceptions in terms of what they want to do. There's some other programs that have existing funding, right? So they have either funding provided earlier or through mandatory means, so they may still be able to make loans, then move forward, like student loans. But it's a lot slower because the actual people at the agencies who are responsible for making those new loans and moving things forward, they're not there. They're on furlough or they're very reduced staff. So it's definitely slowing things down across the board.

00:03:41 Anthony Curcio
Okay, so I think what I'm hearing from you is, as a budgeteer, this makes sense to me, although you know more about the buds than I do, but this makes sense to me in that it is possible to have a loan program that is funded.

00:03:56 Anthony Curcio
But the humans that work there may not be able to work or may not be able to work on a full time basis or may, may have some barriers to working. Is that partially true or true?

00:04:09 Sarah Cunningham
Yeah, that's right. And I think there's, it's a way, probably the easier way to think about it. And the way I kind of think about it is how is it impacting sectors, right? So if we look at what's happening in small business, SBA recently issued some analysis and they're estimating that more than 2.5 billion in commercial lending has been blocked due to the shutdown. In Virginia alone, that's nearly 17 million weekly in loan proceeds. Nationwide, it's 170 million in SBA-backed loans that would have been issued each day to about 320 small businesses each day, if we look at last year's numbers. That's a pretty big impact. That's a pretty big freeze, right? When you look at some other programs like rural lending, that's also pretty heavily stalled. They can't issue any new loan guarantees or conditional commitment for rural development loans, for housing, things like that. If they have a conditional commitment from USDA that was issued prior to the shutdown, they can proceed, but lenders are assuming the risks, so they may not want to proceed. In case something changes or something happens before USDA reopens and that initial commitment can be a full-blown guarantee.

00:05:26 Anthony Curcio
Got it. So for lenders like that, it's not only are there new obligations, but it's also just a tremendous amount of uncertainty about when it's going to be over and how it's going to play out.

00:05:37 Sarah Cunningham
Yeah. And when you think about markets that it affects like housing markets and things like that. FHA has two year authority, so they can continue to endorse a lot of single family loans. But there's still delays for any file that requires manual review or any staff involvement because FHA staff, many of them are furloughed. Virtual mortgages and condo approvals are also paused. You know, if we look at VA, it's a similar thing. They have mandatory funding so they can do their veteran single family home guarantees, but they may be slower to respond because of staffing limitations. It might also affect scheduling for approvals and appraisals. Basically, it's a really big impact when you think about how it affects housing and folks that are looking to buy their first home.

00:06:27 Anthony Curcio
This tracks, I spoke with a client, I won't mention their name, to protect their identity, but I was hoping a client was going to join us today, Sarah, on our chat, and I talked to a client yesterday and I asked the client, ‘Listen, I'd love to hear how you're overcoming challenges.’ And the client said, ‘You know, I'm not really in the mood to talk about that because we're not overcoming them very well.’ There's a frustration. I mean, it was a clear frustration. They're at work and their program is moving forward, but it's sort of like that dream that you have sometimes where you're running like through peanut butter or something where you're kind of there, but you're not really, you're sort of open, but you can't really get much done. I am sensing frustration, but the program is open and they are moving forward, but it's sort of skeleton crew. That was the impression I got from this particular client.

00:07:18 Sarah Cunningham
I think that's right. Having been a Fed during the shutdown and also having been a borrower during a shutdown, when I was CFO for a local government, it is something where it can cause really, really big impacts and being a Fed, it's just really frustrating because you're there and you want to serve. You're there to make the program happen and, you know, it's...Frustration is a good word for it, for sure. I'm only laughing, not to make light of it, it's pretty heavy.

00:07:46 Anthony Curcio
What else can you do? Exactly. What else can you do?

00:07:49 Sarah Cunningham
It kind of makes you wonder how long, once we do get back to business, there's going to be some impacts of having to get through the backlog. And still, those folks are looking to push forward on their mission. So it's definitely a huge shout out to those folks who are keeping the lights on as much as they can and all the support to them as we're getting ready to hopefully reopen once we can get those appropriations back in place.

00:08:14 Anthony Curcio
I'm also thinking too, if I look at some pretty popular bipartisan policy initiatives to include infrastructure, which has bipartisan support, nearshoring of critical supply chains, which has bipartisan support, you know, strengthening our energy and electricity grid, those projects, which I could loosely referred to as public works or infrastructure projects are closely linked to the federal government, federal financing, and other things like permitting and, you know, crossing federal lands and all these other things. I do wonder, well, I don't wonder, I expect that the impact of the shutdown that's gone on for more than a month now is going is delaying projects nationwide. And it could take months to get back on track to get everything caught up again because those projects are not easily start and stopped. And so they're delayed, especially up against the holiday season. But those are some things that I've noticed as I've spoken with clients. Not much gets done in December in any sector, even when the government's open.

00:09:23 Sarah Cunningham
Yeah, 100% right. Whether they're at the permitting stage, environmental reviews, processing for reimbursements of things, it can be everything from an inconvenience with timelines to massive cash crunch because of just having to keep things moving and not having the money to do forward or get reimbursed for work that's already done. So, hopefully we'll be able to move forward quickly.

00:09:53 Anthony Curcio
Well, my last question before I let you get back to your Friday is when the government reopens, and I'm sure that it will, I have faith in our lawmakers that they will come to a path forward. I'm an optimist. It's going to happen. When that does happen, Sarah, do you see programs getting sort of back up and running in like 24 hours, a couple of days, a week? Like how quickly could we find ourselves back to full strength?

00:10:21 Sarah Cunningham
I love that question, and I think it's going to be a slightly different answer program by program. Because it's going to, to a certain extent, kind of depend a little bit on, is it just turning a system back on and starting to crunch through backlog? Or are there bigger impacts from delays like on loan-by-loan programs? So it's a great question. I don't know the answer, but definitely we'll be there to work with folks and see what we can do to help them out and move forward as fast as we can.

00:10:53 Anthony Curcio
Well, Sarah, thanks for joining today. I really appreciate it. I always learn a lot.

00:10:56 Sarah Cunningham
Yeah, thanks so much. See you soon.

00:10:59 Anthony Curcio
Enjoy the rest of the sunny Friday. I think it's going to rain tonight.

00:11:03 Sarah Cunningham
I have to get out early. Thanks, Anthony.

00:11:06 Anthony Curcio
Well, this has been the latest episode of Federal Credit Fridays.
