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2. Management  
summary

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This report covers  
the borrowing process from the SME’s perspective, with detailed 
information about those who have, or would have liked to have been, 
through the process of borrowing funds for their business. Each chapter 
reports on a specific aspect of the process, dealing with different aspects 
of SME finance. 
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IInn  tthhee  rruunn  uupp  ttoo  tthhee  rreeffeerreenndduumm  rreessuulltt,,  ddeemmaanndd  ffoorr  ffiinnaannccee  aammoonnggsstt  SSMMEEss  ccoonnttiinnuueedd  ttoo  bbee  mmuutteedd,,  wwiitthh  
mmaannyy  ssaayyiinngg  tthheeyy  pprreeffeerrrreedd  ttoo  sseellff--ffuunndd  aannyy  ffuuttuurree  ggrroowwtthh::  

 

AA  tthhiirrdd  ooff  SSMMEEss  wweerree  
uussiinngg  eexxtteerrnnaall  ffiinnaannccee  

36% of SMEs were using external finance (YEQ2 2016). This has been 
stable over recent quarters but remained lower than in previous years (in 
2012, 44% were using external finance), primarily due to lower levels of 
use of core finance (loans, overdrafts and/or credit cards).  

As in previous reports, use of external finance increased by size of SME 
from 31% of those with 0 employees to 62% of those with 50-249 
employees. 

MMoorree  SSMMEEss  qquuaalliiffiieedd  aass  
PPeerrmmaanneenntt  nnoonn--
bboorrrroowweerrss  tthhaann  uusseedd  
eexxtteerrnnaall  ffiinnaannccee  

46% of SMEs met the definition of a Permanent non-borrower with little 
apparent appetite for external finance (YEQ2 2016). As use of external 
finance has declined, this group has increased in size from 34% of SMEs in 
2012 to 48% in the first half of 2016. 

Whilst smaller SMEs remained more likely to be PNBs (50% of those with 0 
employees YEQ2 2016) just over a quarter of SMEs with 10-249 employees 
also met the definition. 

DDeemmaanndd  ffoorr  nneeww  oorr  
rreenneewweedd  llooaannss  aanndd  
oovveerrddrraaffttss  rreemmaaiinneedd  
mmuutteedd  

6% of SMEs had applied for a new or renewed loan or overdraft in the 12 
months prior to interview (YEQ2 2016). This has declined from 11% in 
2012, across all size bands, risk ratings and once the PNBs were excluded.  

MMaannyy  SSMMEEss  aappppeeaarreedd  
ttoo  pprreeffeerr  sseellff--ffuunnddiinngg  

80% of SMEs agreed that their current plans were based on what they 
could afford to fund themselves (YEQ2 2016). 

In new questions for 2016, 71% agreed that they would accept a slower 
growth rate they funded themselves rather than borrow to grow more 
quickly and 47% agreed that they never thought about whether to use 
(more) finance in the business. In all instances smaller SMEs were more 
likely to agree.  

BBeeiinngg  pprreeppaarreedd  ttoo  
bboorrrrooww  ttoo  ggrrooww  iiss  
lliinnkkeedd  ttoo  ccuurrrreenntt  uussee  
ooff  ffiinnaannccee  

44% of SMEs agreed that they were happy to use external finance to help 
the business grow (YEQ2 2016), with limited variation by size (42% of 
those with 0 employees to 54% of those with 50-249 employees). 

Those who were already using external finance were much more likely to 
agree with this statement (57%) than those who weren’t (37%). Overall, a 
quarter of all SMEs (24%) were not currently using external finance but 
said that they would be prepared to borrow in future while almost twice 
as many (40%) were neither using finance nor would they be prepared to 
borrow in future. 
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DDeemmaanndd  ffoorr  eexxtteerrnnaall  ffiinnaannccee  mmaayy  aallssoo  bbee  aaffffeecctteedd  bbyy  ootthheerr  ffuunnddiinngg  bbeeiinngg  aavvaaiillaabbllee  ssuucchh  aass  rreettaaiinneedd  
pprrooffiittss,,  ccaasshh  bbaallaanncceess  aanndd  ttrraaddee  ccrreeddiitt::    

  

MMoosstt  SSMMEEss  rreeppoorrtteedd  
mmaakkiinngg  aa  pprrooffiitt  

81% of SMEs reported making a profit in their last 12 months trading 
(YEQ2 2016 excluding DK answers). This proportion has improved steadily 
from 2012 when 69% reported making a profit and also across size bands.  

MMoosstt  aallssoo  hhoolldd  ccrreeddiitt  
bbaallaanncceess,,  wwhhiicchh  ccaann  
rreedduuccee  tthheeiirr  nneeeedd  ffoorr  
eexxtteerrnnaall  ffiinnaannccee  

Almost all SMEs hold some credit balances. The proportion of SMEs holding 
more than £10,000 in credit balances increased from 16% to 24% 
between 2012 and 2015 but was slightly lower (21%) in the first half of 
2016. 

Most of those who held such sums said that it reduced their need for 
external finance and analysis showed that the proportion of SMEs with 
£10,000 or more who also used any external finance had declined from 
51% in 2012 to 45% in the first half of 2016.  

AA  tthhiirrdd  uussee  ttrraaddee  
ccrreeddiitt,,  wwhhiicchh  ccaann  aallssoo  
rreedduuccee  tthhee  nneeeedd  ffoorr  
eexxtteerrnnaall  ffiinnaannccee  

A consistent 32% of SMEs regularly purchased goods or services from 
other businesses on credit. The proportion increased from 26% of those 
with 0 employees to 58% of those with 50-249 employees and was also 
higher for those also using external finance (43% v 24% of those not using 
external finance). 

Two thirds of those who received trade credit said that it reduced their 
need for external finance and this varied little by size of SME.  

FFeewweerr  SSMMEEss  hhaavvee  ffeelltt  
tthhaatt  tthheeyy  hhaadd  ttoo  iinnjjeecctt  
ppeerrssoonnaall  ffuunnddss  

28% of SMEs reported an injection of personal funds into the business 
(YEQ2 2016). This proportion has varied little over recent quarters having 
previously fallen from 43% in 2012 to 29% in 2014.  

This decline was primarily due to fewer SMEs feeling that they had to 
inject personal funds (25% in 2012 to 15% in 2014 – and 13% YEQ2 2016).  

UUssee  ooff  aannyy  bbuussiinneessss  
ffuunnddiinngg  rreemmaaiinneedd  
ssttaabbllee  

While 36% of all SMEs used external finance, this increased to 63% using 
business funding when trade credit and injections of personal funds were 
added in. 

Use of crowd funding remained limited (1% of all SMEs). 
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MMoosstt  SSMMEEss  hhaadd  bbeeeenn  HHaappppyy  nnoonn--sseeeekkeerrss  ooff  ffiinnaannccee..  TThhoossee  aappppllyyiinngg  ffoorr  nneeww  oorr  rreenneewweedd  llooaann  oorr  
oovveerrddrraafftt  ffiinnaannccee  rreemmaaiinneedd  lliikkeellyy  ttoo  eenndd  tthhee  pprroocceessss  wwiitthh  aa  ffaacciilliittyy,,  wwiitthh  ssaattiissffaaccttiioonn  cclleeaarrllyy  iimmppaacctteedd  
bbyy  wwhheetthheerr  tthheeyy  hhaadd  bbeeeenn  ooffffeerreedd  tthhee  ffaacciilliittyy  tthheeyy  wwaanntteedd  oorr  nnoott::  

  

88  iinn  1100  SSMMEEss  wweerree  
HHaappppyy  nnoonn--sseeeekkeerrss  ooff  
eexxtteerrnnaall  ffiinnaannccee  

81% of SMEs met the definition of a Happy non-seeker of finance (YEQ2 
2016) and that proportion has increased over time, from 68% of SMEs in 
2012 to 83% in the first half of 2016. 

Very few SMEs felt that something had stopped them applying for a 
facility – 4% met this definition of a Would-be seeker (YEQ2 2016), down 
from 10% in 2012.  

15% reported a borrowing event which includes those with an 
automatically renewed overdraft (YEQ2 2016) and this has also declined 
over time from 23% of SMEs in 2012 to 14% in the first half of 2016. 

WWoouulldd--bbee  sseeeekkeerrss  
wweerree  mmoorree  lliikkeellyy  ttoo  
hhooppee  ffoorr  aa  ddiiffffeerreenntt  
rreellaattiioonnsshhiipp  wwiitthh  tthheeiirr  
bbaannkk  

In a new question, two thirds of SMEs in the first half of 2016 described 
the relationship with their main bank as ‘fine, but transactional’. 22% said 
that they had a ‘strong working relationship’ with their bank and this was 
much more likely to be the case for larger SMEs (51% of those with 50-249 
employees compared to 19% of those with 0 employees). 

12% would have liked a more active relationship with their bank. This was 
more likely to be the case for smaller SMEs and in particular for those who 
had been Would-be seekers of finance (28%). 

88  iinn  1100  aapppplliiccaattiioonnss  ffoorr  
nneeww  oorr  rreenneewweedd  
ffiinnaannccee  rreessuulltteedd  iinn  aa  
ffaacciilliittyy  

81% of all loan and overdraft renewals reported to date for the 18 months 
to Q2 2016 resulted in a facility. This proportion has increased over time, 
from 69% of applications in the 18 months to Q4 2012. 

Almost all renewals of loans and overdrafts were successful, with no 
change over time. The increase in overall success rate was therefore due 
to the increased success rate for new money applications (54% to 66%) 
and for first time applicants in particular (41% to 61%) although this was 
driven by first time overdraft applicants much more than by first time loan 
applicants.

OOvveerrddrraafftt  aapppplliiccaannttss  
rreemmaaiinneedd  mmoorree  lliikkeellyy  
ttoo  bbee  ssuucccceessssffuull  tthhaann  
llooaann  aapppplliiccaannttss  

84% of overdraft applicants and 72% of loan applicants in the 18 months 
to Q2 2016 ended the process with a facility. 

In both instances success rates have improved over time. In the 18 
months to Q4 2012, 74% of overdraft applications and 59% of loan 
applications were successful.

Early indications for 2016 suggest some weakening of success rates, 
possibly driven by the profile of applicants and this will be followed up in 
future reports. 

Continued 
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Continued 

TThhoossee  ooffffeerreedd  wwhhaatt  tthheeyy  
wwaanntteedd  wweerree  vveerryy  
ssaattiissffiieedd  aanndd  rraatteedd  tthhee  
pprroocceessss  aa  ‘‘llooww  eeffffoorrtt’’  
eexxppeerriieennccee  

In a new question for 2016, more than 9 in 10 of loan and overdraft 
applicants offered the facility they wanted said that they had been 
satisfied with the application process itself and most (8 in 10 of these 
overdraft applicants and 6 in 10 of these loan applicants) rated the 
process as ‘low effort’. 

Those experiencing any other outcome (having a facility after issues, 
taking other funds or having no facility) were much less likely to have 
been satisfied with the application process (15% of such overdraft 
applicants and 17% of such loan applicants). Base sizes are limited for 
this new question and further analysis will be provided as more data is 
gathered.  
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LLooookkiinngg  ffoorrwwaarrdd,,  llaarrggeerr  SSMMEEss  bbeeccaammee  mmoorree  ccoonncceerrnneedd  aabboouutt  tthhee  eeccoonnoommiicc  cclliimmaattee  aanndd  ppoolliittiiccaall  
uunncceerrttaaiinnttyy  dduurriinngg  tthhee  rreeffeerreenndduumm  ccaammppaaiiggnn..  WWhhiillsstt  lleevveellss  ooff  ppaasstt  ggrroowwtthh  hhaavvee  rreemmaaiinneedd  ccoonnssiisstteenntt,,  
lleevveellss  ooff  ffuuttuurree  ggrroowwtthh  wweerree  ssoommeewwhhaatt  lleessss  cceerrttaaiinn..  FFuuttuurree  aappppeettiittee  ffoorr  ffiinnaannccee  rreemmaaiinneedd  ssttaabbllee,,  wwiitthh  
mmoosstt  ccoonnffiiddeenntt  tthhee  bbaannkk  wwoouulldd  ssaayy  yyeess  ((wwhheetthheerr  tthheeyy  ppllaannnneedd  ttoo  aappppllyy  oorr  nnoott))::  

  

TTwwoo  tthhiirrddss  ooff  SSMMEEss  ddiidd  
nnoott  iiddeennttiiffyy  aannyy  ffaaccttoorr  
aass  aa  ‘‘mmaajjoorr  bbaarrrriieerr’’  ttoo  
tthheeiirr  bbuussiinneessss  

In Q2 2016, 68% of SMEs did not identify any of the potential obstacles 
tested as ‘major barriers’. As in previous waves, the most likely to be 
mentioned were the economic climate (rated a major obstacle by 13% 
of SMEs), legislation and regulation (11%) and political 
uncertainty/government policy (10%). 

HHoowweevveerr,,  llaarrggeerr  SSMMEEss,,  
oorr  tthhoossee  wwiitthh  ppllaannss  ttoo  
ggrrooww  oorr  bboorrrrooww  hhaadd  
ccoonncceerrnnss  

Those with plans to grow (38%) or any future appetite for finance (47%) 
were more likely to identify one or more obstacles than those with no 
such plans (28% and 27% respectively). 

Over the referendum campaign the proportion rating either the 
‘Economic climate’ or ‘Political uncertainty’ as ‘major barriers’ did not 
change much overall but doubled for those with 50-249 employees: 14% 
rated the economic climate a major barrier in Q2 2016 up from 8% in 
2015, and 16% rated political uncertainty a major barrier in Q2 2016 up 
from 7% in 2015 

FFeewweerr  SSMMEEss  aarree  
ppllaannnniinngg  ttoo  ggrrooww  

In Q2 2016, 41% of SMEs were planning to grow in the next 12 months, 
ranging from 38% of those with 0 employees to 60% of those with either 
10-49 or 50-249 employees. 

Over time, the proportion planning to grow has fallen from 49% in 2013 
to 43% for the first half of 2016, due to lower growth expectations 
amongst the smallest and largest SMEs. 

TThhee  pprrooppoorrttiioonn  ppllaannnniinngg  
ttoo  aappppllyy  ffoorr  ffiinnaannccee  hhaass  
cchhaannggeedd  lliittttllee  oovveerr  ttiimmee  

11% of SMEs in Q2 2016 planned to apply for new or renewed finance in 
the 3 months after interview. This has varied little over time: 14% of 
those interviewed in 2012 and 2013 planned to apply and then 13% in 
2014, 2015 and the first half of 2016. 

This is due to a relatively stable appetite for finance amongst the 0 
employee SMEs. Amongst those with employees, future appetite for 
finance has declined somewhat (by between 3 and 6 percentage points).  

Continued 
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Continued 

TThhoossee  wwiitthh  nnoo  ppllaannss  ttoo  
aappppllyy  aarree  ttyyppiiccaallllyy  
ccoonnffiiddeenntt  tthhee  bbaannkk  
wwoouulldd  ssaayy  yyeess  iiff  aasskkeedd    

All SMEs are now asked how confident they would be that the bank 
would agree to a (potentially hypothetical) application for finance. 

Amongst those planning to apply for bank finance in H1 2016, 50% were 
confident the bank would say yes, maintaining the increase seen from 
2012, when 42% were confident. 

Confidence amongst Future happy non-seekers of finance (who made up 
75% of SMEs in the first half of 2016) for a hypothetical application was 
higher at 67% than amongst those planning to apply to a bank.  

FFuuttuurree  wwoouulldd--bbee  
sseeeekkeerrss  aappppeeaarr  lleessss  
ccoonnffiiddeenntt  aabboouutt  
aapppplliiccaattiioonnss  ggeenneerraallllyy  

Future would-be seekers made up 12% of SMEs in the first half of 2016, 
down from 23% in 2012. 

The FWBS were less confident than other groups that their bank would 
agree to lend if they were to apply (44%).  

They were also less confident about assessing the products and services 
available at their main bank (58% v 69% overall), or at another bank 
(49% v 61% overall) and less confident about making an application for 
funding to another bank (53% v 60% overall).  

The Future happy non-seekers with no plans for finance were typically 
the most confident in all of these scenarios, ahead of those actually 
planning to apply.

 

 

 




