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Introduction

Executive Message

We are pleased to share Umpqua Bank’s

2024

Since

2019, this annual assessment of the mood
and priorities of U.S. business leaders has
given the bank valuable insight to support
the continued success and growth of

our customers.

This year’s report is one of noteworthy
contrasts. According to our national survey,
there is a significant and growing divide
between the sentiment of small and middle
market businesses.

Middle market companies are feeling more
optimistic and poised for growth. Their
optimism reached the highest levels we've
seen in the six years we've conducted the
study. After a season of caution, it’s clear
that the middle market has made significant

progress navigating the inflationary
pressures of the post-Covid economy.
Expectations for increased demand, revenue
and profitability are higher than ever.

Small businesses, by contrast, areina
wait-and-see mode due to the prolonged
pressure of inflation and interest rates, as
well as its impact on demand. They are
feeling less optimistic about the economy
and their prospects for growth, with
economic optimism falling to 2020 levels.

With fewer resources and tighter margins,
these enterprises plan to proceed
cautiously over the next year. They are
diligently focused on managing risks and
becoming more efficient.

This year’s study also measured the
impact of key issues for decision makers,
such as the application of Al, cybersecurity
and fraud protection, and shifts in supply
chain. Middle market companiesin
particular are prioritizing, implementing
and expecting positive impacts on arange

Commercial Bank President

Umpgua Bank 2024 Business Barometer

of strategic investments and technology
to advance their businesses.

Time and again we have learned that
regardless of how they’re faring at any
one point in time, businesses find a way
to adapt and move forward.

We hope you find our report valuable, and
we wish you and your business continued
success in the year ahead.

Consumer Bank President
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8 Economy Economic Optimism & Outlook

Overall, 41% of business leaders polled
are optimistic about the current economy.
That is consistent with last year’s results.
There is little differentiation by industry

or region.

However, for the first time, there is a
marked and widening divide between small
and middle market business leaders’ takes
on the economy.

Middle market leaders are more upbeat high point. Small business leaders, by

in their assessment of today’s economy comparison, are notably more negative,
and its outlook for the year, with views of falling to near or below pandemic-levels
current conditions hitting a post-pandemic  of pessimism.
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Positive view on economy over time
How would you rate the economic conditions of the United States today?

@ Middle Market @ Small Business

68%

20%

I I I I
2020 2021 2022 2023 2024

Anticipate economic conditions willimprove
In the next 12 months, do you anticipate that overall economic conditions in
the United States willimprove?

@ Middle Market @ Small Business

55%

23%

I I I I I
2020 2021 2022 2023 2024
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Economy Economic Optimism & Outlook Umpgqua Bank 2024 Business Barometer 11

Economic optimism G @usinesses of all sizes have been

i " tremendously resilient for several
ptimism that the economy will improve over $200M+ ry

the coming year increases with revenue. yea I'S. BUt |t SaAa tale Of tWO

economies novg 5

$100M - $199M

Richard Cabrera

Head of Commercial Banking at Umpqua Bank
$50M - $99M

$10 - $50M

$5M - $10M

$2M - $5M
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Priorities
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14 Priorities The Year Ahead

In our survey and our conversations

with business leaders, macroeconomic
pressures—particularly inflation and interest
rates—top the list of current concerns.

These continued pressures are leading
to caution from some when it comes to

decisions on investments, hiring and pricing.

While there is a consensus on the larger conditions, leaving them more likely to
pressures, the divide between small and stay the course. On the other hand, middle
middle market businesses becomes evident market leaders are more confident about
when looking at plans for the year ahead. their financial outlook and are ready to
Small businesses are less confidentintheir  activate their plans.

financial prospects and current economic
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Leaders on the year ahead
As part of the Barometer research, we held multiple focus groups to dig in on the mood and
mindset of business leaders. Here’s a glimpse at what they said.

E @think every industry has their specific headwinds. There are ways around
it. A couple of years ago, you were in a lot less control. | think there’s a
better path to success that we now, as business leaders, contr@ g

Software industry leader

E @ur company, last year, had a pretty bad year, in the sense that a lot of people
were let go. We've changed headquarters. There have been a lot of changes

in upper management. Really, there’s only one way to go from here, g
Manufacturing industry leader

E @Ve can only get better from a business perspecti g

Nonprofit/NGO leader

E @do think we'll see growth. ... (We are) reinvesting and looking to expand
in some new categories. So | am hoping to see growth for usin t@ g
next few years.”

Retail industry leader
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16 Priorities The Year Ahead Umpgua Bank 2024 Business Barometer 17

Top concerns ranked Plans for the year ahead
What are your top three worries right now? Middle market companies are more likely than small businesses to take action.
@ Middle Market @ Small Business @ Middle Market @ Small Business
Inflation 21% Inflation 41% Merge with another business 7% 43% Make significant changes to products or services 47% 72%
c ) — e [
Acquire another business 1% 52% Make significant changes to pricing A7% T2%
Interest rates 13%  Recession 8% D I D
- - Increase real estate footprint 23% 60% Invest in financial tools to protect payment systems 40% 81%
gy Y I
Demand 1% National politics 8%
- - Borrow to expand 25% 65% Digitize to improve efficiency 57% 88%
e O D
Financial expectations Top investments for the year ahead
More middle market companies expect to see increased demand and profitability, Middle market companies are eager to invest in Al and cybersecurity, while small businesses
while more small businesses expect to see price increases. are focused on marketing and equipment spending.
@ Middle Market @ Small Business @ Middle Market @ Small Business
70% Al 56% Marketing 38%
60% oe% D PN
Cybersecurity 46% Equipment 33%
D G
Marketing 43% Recruiting and retention 25%
D G
Recruiting and retention 40% Al 20%
G G
| | | Equipment 35% Facilitiesimprovement 17%
Demand Profitability Prices G ]
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Priorities U.S. Presidential Election

Election impact

The 2024 election is having a mixed impact on
decision making. Nearly half of middle market
companies say they are making key decisions more
quickly ahead of the election. But more than half

of small businesses say it has no impact. Of those
delaying decisions, it is most often around strategy,
hiring and expansion.

47%

Umpgua Bank 2024 Business Barometer

E g‘here are so many influences on a
business, from the global economy
to day-to-day operations. A good
financial partner will take that all in,
and we do, to create an informed
solution to achieve customer goals
and navigate any econom‘y 9

@ Middle Market Small Business

39% —  AmyDavis

Make decisions Make decisions No impact No impact Retail Business Banking Director at Umpqua Bank
more quickly more quickly
\ [
13% 1%
(o] (o)
Delayed pending Delayed pending Not sure Not sure
outcome outcome

UMPQUA BANK
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Opportunities
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22 Opportunities Al

Business leaders are increasingly
interested in the opportunities created by
generative artificial intelligence.

Middle market companies are further
ahead in adopting generative Al than their
small business counterparts.

Most middle market companies are either
moving forward quickly to use generative
Al or are implementing Al for at least a few
tasks or functions. They are already seeing
animpact: 43% say it is improving the time
it takes to do their work, and 38% say it is
improving their competitive advantage.

Many small businesses, on the other hand,
have no plans to use generative Al in the

coming year or are seeking information.
They do not see opportunities forimmediate
or even short-term impact on their business.
In fact, about one in five say they are unsure
when Al will make a significant impact on
their business. Another one in five indicate
that Al will never have a significant impact on
their business.

Umpgua Bank 2024 Business Barometer 23

Al plansin action

Middle market companies are more likely than small businesses to take action.

@ Middle Market @ Small Business

42%

36%

29%

40%

Moving forward Implementing for Seeking information
quickly some tasks or conducting
and functions pilot projects

No plans to
useinthe
coming year

A
% UMPQUA BANK



n

4 Opportunities Al Umpqua Bank 2024 Business Barometer

Top Al opportunities G @Ve opened up our own (Al-focused)
i . . | | department here for the very first

rom marketing and customer service to @ Middle Market @ Small Business ! . !
cybersecurity, businesses see generative tlmeThe key headlng |nt0 that

Al positively impacting a number of
strategic capabilities.

was for everyone to understand
the why; how it can benefit us
Torybersecuiy internally, but also, how it can
benefit our customerﬁ B

Marketing, sales and customer service 18% .
Software industry leader

Product development 10%

G @The goal) is to make things more

ot coosandcustomar corvic efficient and quicker in decision
making. | don’t think that the goalis to
replace any job. No one wants to do
that, at least at my company. It can
help alleviate some time constraintﬁ D

Strategy and operations 8%

Client deliverables, reports and analyses 6%

Marketing and advertising industry leader

ﬁ UMPQUA BANK




26 Opportunities Cybersecurity

Cybersecurity and fraud remain
significant concerns for businesses.
Middle market companies were about
four times as likely as small businesses
to be the victim of a cyberattack in

the past year.

To combat fraud, more middle market
companies have taken preventative
actions: 83% have implemented fraud
prevention solutions offered by their bank
compared to 56% of small businesses.

Umpgua Bank 2024 Business Barometer 27

Cyberattacks

Victim or target of a cyberattack in the past year.

@ Middle Market

@ Small Business

41% 7%

Fraud attempts
Businesses said these were the most common types of fraud they experienced.

@ Middle Market

@ SmallBusiness

7oy 0%
. 24%
23% 21%
157 13% 13%
5%
2%
| | | |
| | | |

Phishing Payment fraud Internal threats Email Not sure

compromise
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28 Opportunities Payments

Payment protections

The industry shift toward faster payments has led to an increased need for real-time fraud
protection. Middle market leaders have moved more quickly to implement instant payment
technology and are also more likely to have put important safeguards in place.

Implemented instant payments
Businesses that currently use instant payment technology.

@ Middle Market

@ SmallBusiness

62% 43%

Fraud protections
Businesses that have added, or will add, strengthened fraud protection.

@ Middle Market

@ SmallBusiness

66%

93%

Umpgua Bank 2024 Business Barometer

G @Ve cannot stress enough that
businesses must be proactive
In protecting themselves. Fraud
attempts and cyberattacks grow
more sophisticated every year, and
the results can be devastatingj 9

Kathryn Albright
Head of Global Payments and Deposits at Umpqua Bank
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Control measures Supply chains
Controls businesses have in place to manage risk associated with instant payments. The supply chain issues of the past have waned; 92% of businesses have been able to
purchase the goods they need. Still, most middle market companies continue to evaluate
@ MiddleMarket @ Small Business their routes and partners. In the last 12 months, 51% have moved manufacturing or supply
57% 57% chains back to the U.S., continuing the onshoring acceleration noted last year. And 73%

55% 55% with operations abroad are likely to move or shift them to other locations in the year ahead.

46%

Supply chain shifts
Most middle market companies anticipate shifting manufacturing or supply chain locations
in the next 12 months.

38%

@ Middle Market @ Small Business

12%
Very likely
50% 14%
35%
23%
| | | | |
I I I I I
Third-party risk Transaction Advanced fraud Transaction Two-factor 19% 34%
management limits and detection tools monitoring or biometric
. C Very unlikely
velocity system authentication
controls 4 7%
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Methodology

On behalf of Umpqua Bank, DHM Research conducted an online survey of 1,200
owners, executives, and financial decision makers at U.S. small and middle market
businesses during April 22—May 2, 2024. Of middle market respondents, 22% are
minority-owned businesses, while 19% of small business respondents are certified
woman-owned and 15% minority-owned. The margin of error is: £2.8%.

Umpqua Bank offers a premier banking experience for customers across the West.
Our team of expert bankers act as financial partners, working closely to understand
business customers’ needs, goals and opportunities. We craft solutions and build
relationships that last.

Find out how Umpqua Bank
can help your business

umpquabank.com
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