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5. Financial  
context –
how are SMEs  
funding  
themselves? 
(Part 1) 

 
 
 
 
 
 
 
 
 

  

 

This chapter provides 
an overview of the types of external finance being used by SMEs, including 
the use of core and other forms of finance and crowd funding and the use 
of personal funds.  
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Key findings 
39% of SMEs were using any external finance (YEQ2 2017), increasing by size of 
SME from 35% of 0 employee SMEs to 69% of those with 50-249 employees. 

• In 2012, 44% of SMEs were using external finance. This declined to 37% in 
2014 and has been stable since 

• There are signs of increasing use of finance in H1 2017 amongst SMEs 
with employees, notably those with 50-249 employees (currently 74%) 
due to increased use of core forms of finance. 

32% of SMEs (YEQ2 2017) were using one or more of the core forms of finance 
(overdrafts, loans and/or credit cards), also increasing by size of SME from 28% 
of 0 employee SMEs to 61% of those with 50-249 employees. 

• Use of core finance declined from 36% in 2012 to 29% in 2015 and has 
been stable since, driving the changes seen in use of finance overall 

• 30% of those using core finance had one or more of these facilities in a 
personal name, the equivalent of 9% of all SMEs. This was much more 
likely to be the case for those with 0 employees (36%). 

18% of SMEs (YEQ2 2017) were using one or more of the ‘other’ forms of 
finance (leasing, invoice finance etc), also increasing by size of SME from 15% of 
0 employee SMEs to 40% of those with 50-249 employees. 

• Use of these ‘other’ forms of finance has changed very little over time 
(16-18% since 2012). 
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A stable 28% of SMEs reported an injection of personal funds into the business 
(YEQ2 2017). 17% chose to inject funds to help the business develop while 11% 
had felt that they had no choice. 

• The proportion reporting an injection of funds has been unchanged since 
2014, but was previously higher (43% in 2012) 

• The proportion of all injections where the SME felt that there was no 
choice declined from 58% of all injections in 2012 to 39% in 2016, but 
was slightly higher, 45%, in the first half of 2017. 
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Financial context 
This is the first of what is now two chapters on current use of external finance, in its many forms, and 
attitudes towards finance. 

 

This chapter covers the use of the various financial products included in the SME Finance Monitor and 
the role of personal finance (whether as a facility or an injection of personal funds). The second 
chapter covers some of the wider context, including the Permanent non-Borrowers, use of trade credit 
and attitudes to finance. 

 

Use of external finance – an overview 
SMEs were asked some initial questions about their use of external finance: 

• Which of a specified list of sources they were currently using 

• Whether they had used any form of external finance in the past 5 years. 

 

Use of external finance for YEQ2 2017 was 39%, almost unchanged from the 38% reported from 2014 
to 2016. This remains lower than in previous years – in 2012, 44% of SMEs used external finance.  

  
UUssee  ooff  eexxtteerrnnaall  ffiinnaannccee  iinn  llaasstt  55  yyeeaarrss  
YYEEQQ22  1177  ––  aallll  SSMMEEss  

TToottaall  
  

00    
eemmpp  

11--99    
eemmppss  

1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

Use now  39% 35% 48% 60% 69% 

Used in past but not now 3% 3% 3% 3% 2% 

Not used at all 58% 62% 49% 36% 29% 

Q14/15 All SMEs  
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Analysis by recent quarter showed use of external finance in Q2 2017 itself was 40%. In Q4 2016 it 
increased to 46%, but that increase was not maintained into 2017: 

  

Use of external finance in last 5 years 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

UUnnwweeiigghhtteedd  bbaassee::  55000011  55000044  55000033  44550000  44550000  44550000  44550000  44550000  44550077  

Use now 36% 36% 40% 33% 36% 34% 46% 36% 40% 

Used in past but  
not now 

3% 4% 2% 2% 3% 3% 2% 4% 3% 

Not used at all 60% 61% 57% 65% 61% 63% 52% 61% 56% 

Q14/15 All SMEs  

 

As the table below shows, the ‘spike’ in late 2016 was due to higher reported levels of usage of 
external finance amongst smaller SMEs which was not maintained into 2017. Amongst those with 50-
249 employees use was more stable during 2016 with these largest SMEs becoming more likely to use 
external finance in 2017 (76% in Q2): 

  

Currently use external finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww    
––  rrooww  ppeerrcceennttaaggeess  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

All 36% 36% 40% 33% 36% 34% 46% 36% 40% 

0 emp 32% 31% 35% 28% 31% 31% 44% 31% 35%

1-9 emps 47% 49% 53% 44% 50% 42% 50% 47% 52% 

10-49 emps 60% 59% 59% 60% 61% 53% 61% 63% 64% 

50-249 emps 63% 60% 63% 63% 64% 64% 66% 71% 76% 

Q14/15 All SMEs  
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The table below shows use of finance by risk rating for recent quarters. In Q4 2016, those with an 
average or worse than average risk rating were more likely to be using external finance, narrowing the 
gap to those with a minimal or low rating. However that gap was re-established in 2017:  

  
Currently use external finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww    
––  rrooww  ppeerrcceennttaaggeess  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

All 36% 36% 40% 33% 36% 34% 46% 36% 40% 

Minimal 48% 51% 49% 40% 48% 41% 52% 47% 50% 

Low 46% 41% 50% 40% 50% 39% 46% 43% 49% 

Average 38% 39% 40% 36% 35% 40% 46% 33% 39% 

Worse than average 29% 31% 36% 28% 33% 31% 43% 33% 38% 

Q14/15 All SMEs , base varies slightly each quarter  

 

As already reported, overall use of external finance is currently stable after previous declines. The table 
below shows use declining from 44% in 2012 to 37% in 2014 and remaining stable since. All size bands 
are less likely to be using external finance in H1 2017 than they were in 2012 with the exception of 
those with 50-249 employees were use of finance has increased since 2015, to 74% currently.  
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Once the Permanent non-borrowers, with no apparent appetite for finance, have been excluded, use of 
finance has increased slightly amongst remaining SMEs, from 66% in 2012 to 70% from 2015 onwards: 

  

Currently use external finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  ––  rrooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  

  
22001166  

HH11  
22001177  

All 44% 41% 37% 37% 37% 38% 

0 emp 38% 35% 32% 32% 33% 33% 

1-9 emps 58% 55% 49% 49% 46% 50% 

10-49 emps 70% 67% 61% 60% 59% 64% 

50-249 emps 73% 73% 63% 61% 64% 74% 

Minimal external risk rating 57% 50% 44% 47% 45% 48% 

Low 52% 51% 40% 47% 44% 46% 

Average 46% 42% 36% 38% 39% 36% 

Worse than average 41% 38% 35% 32% 34% 36% 

Agriculture 51% 44% 43% 44% 46% 49% 

Manufacturing 49% 44% 44% 39% 39% 45% 

Construction 41% 38% 33% 33% 38% 37% 

Wholesale/Retail 56% 50% 50% 45% 45% 47% 

Hotels & Restaurants 53% 47% 42% 44% 42% 43% 

Transport 47% 41% 38% 38% 36% 38% 

Property/ Business Services 41% 39% 34% 35% 33% 34%

Health 32% 31% 28% 33% 32% 34% 

Other 38% 42% 33% 39% 38% 35% 

All excl PNBs 66% 68% 65% 70% 70% 71% 

Q14/15 All SMEs  
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Use of core forms of finance  

The overall use of finance figures already reported include use of the ‘core’ forms of finance often 
provided by banks (overdrafts, loans and/or credit cards). The table below shows the use of these 
forms of finance specifically across recent quarters. Typically 3 in 10 SMEs has used one or more forms 
of core finance, with the exception of Q4 2016 where 38% used these forms of finance (boosting 
overall use of finance to 46% for that quarter, but not subsequent ones):  

  
Use of external finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

UUnnwweeiigghhtteedd  bbaassee::  55000011  55000044  55000033  44550000  44550000  44550000  44550000  44550000  44550077  

Bank overdraft 16% 15% 17% 14% 16% 14% 20% 13% 19% 

Bank loan/Commercial 
mortgage 

6% 7% 8% 6% 6% 6% 9% 5% 7% 

• Bank loan 5% 6% 6% 5% 4% 5% 7% 4% 6% 

• Comm. Mortgage 2% 2% 2% 2% 3% 1% 2% 2% 2%

Credit cards 15% 15% 17% 15% 17% 17% 21% 17% 18% 

AAnnyy  ccoorree  pprroodduuccttss    
––  aallll  SSMMEEss  

2288%%  2299%%  3322%%  2255%%  3300%%  2299%%  3388%%  2277%%  3322%%  

Q15 All SMEs  

From Q3 2014, use of bank loans and 
commercial mortgages has been recorded 
separately and each is now shown in the table 
above. The use of commercial mortgages 
remains limited and excluding them from the 
core finance definition has no impact on the Q2 
2017 figure of 32% using core finance.  

The table above shows that use of core finance 
(including commercial mortgages) has been 
relatively stable over recent quarters. A longer 

term view of the use of each product is 
provided later in this chapter. The table below 
shows how use of any of these forms of core 
finance declined from 36% in 2012 to 29% in 
2014 and has been stable since. These changes 
can be attributed in large part to the increase in 
Permanent non-borrowers, as once they were 
excluded, use of core finance was more 
consistent year to year with around half of such 
SMEs using these forms of finance (albeit 
somewhat higher at 56% currently).
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Currently use core finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  ––  rrooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  22001166  

HH11  
22001177  

All 36% 32% 29% 30% 30% 30% 

0 emp 31% 27% 25% 25% 27% 26% 

1-9 emps 48% 44% 40% 40% 37% 40% 

10-49 emps 62% 57% 50% 50% 50% 51% 

50-249 emps 67% 64% 55% 53% 57% 64% 

Minimal external risk rating 48% 42% 35% 39% 39% 39% 

Low 46% 43% 34% 39% 38% 40% 

Average 39% 34% 30% 31% 33% 29% 

Worse than average 31% 28% 26% 24% 26% 27% 

Agriculture 44% 37% 36% 36% 36% 38% 

Manufacturing 40% 35% 37% 31% 33% 37% 

Construction 34% 31% 25% 26% 32% 30% 

Wholesale/Retail 47% 39% 41% 36% 39% 40% 

Hotels & Restaurants 45% 38% 34% 37% 33% 35% 

Transport 36% 30% 29% 29% 28% 26% 

Property/ Business Services 33% 31% 26% 29% 27% 25% 

Health 25% 24% 22% 26% 27% 31% 

Other 30% 32% 25% 29% 30% 26% 

All excl PNBs 54% 53% 51% 55% 57% 56% 

Q15 All SMEs 
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Use of all forms of external finance  

The table below shows the full list of the different types of funding being used by SMEs YEQ2 2017. It 
includes both the core forms of finance already reported and the other forms of finance on which data 
has been collected, some of which may also be obtained from the bank.  

Larger businesses continued to make use of a wider range of forms of funding. Amongst SMEs with 
employees, 50% were using external finance – 41% were using any form of core finance and 25% any 
of the other forms of finance listed: 

  

External finance currently used 

YYEEQQ22  1177  ––  aallll  SSMMEEss  
TToottaall  

  
00    

eemmpp  
11--99    

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

CCoorree  pprroodduuccttss  ((aannyy))  3322%%  2288%%  3399%%  5500%%  6611%%  

-Bank overdraft 17% 15% 21% 23% 27% 

-Credit cards 18% 16% 21% 32% 44% 

-Bank loan 5% 4% 7% 11% 17% 

-Commercial mortgage  2% 1% 3% 7% 12% 

OOtthheerr  ffoorrmmss  ooff  ffiinnaannccee  ((aannyy)) 1188%%  1155%%  2233%%  3355%%  4400%%  

-Leasing or hire purchase 8% 6% 11% 21% 25% 

-Loans from directors, family & friends  5% 4% 7% 6% 4% 

-Equity from directors, family & friends  2% 2% 2% 3% 4% 

-Invoice finance 4% 3% 4% 11% 15% 

-Grants 3% 2% 3% 5% 7% 

-Loans from other 3rd parties 2% 2% 2% 3% 3% 

AAnnyy  ooff  tthheessee  3399%%  3355%%  4488%%  6600%%  6699%%  

NNoonnee  ooff  tthheessee  6611%%  6655%%  5522%%  4400%%  3311%%  

Q15 All SMEs  

SMEs that import and/or export were asked about use of Export/Import finance. YEQ2 2017, 1% of such 
SMEs used these products, with limited variation by size of business (<1-3%). 
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The table below details the use of all of these forms of funding over recent quarters. Loans and equity 
from family/friends/directors and bank loans/ commercial mortgages can now be reported separately 
as sufficient data has been collected. 

The higher use of finance in Q4 2016 (46%) was due to increased use of both ‘core’ and ‘other’ forms of 
finance, with higher usage of overdrafts and credit cards and also loans from directors, friends and family 
and grants, but was not maintained into 2017:  

  

Use of external finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

UUnnwweeiigghhtteedd  bbaassee::  55000011  55000044  55000033  44550000  44550000  44550000  44550000  44550000  44550077  

CCoorree  pprroodduuccttss  ((aannyy))  2288%%  2299%%  3322%%  2255%%  3300%%  2299%%  3388%%  2277%%  3322%%  

-Bank overdraft 16% 15% 17% 14% 16% 14% 20% 13% 19% 

-Bank loan/Commercial 
mortgage 

6% 7% 8% 6% 6% 6% 9% 5% 7% 

-Bank loan 5% 6% 6% 5% 4% 5% 7% 4% 6% 

-Comm. Mortgage 2% 2% 2% 2% 3% 1% 2% 2% 2% 

-Credit cards 15% 15% 17% 15% 17% 17% 21% 17% 18% 

OOtthheerr  ffoorrmmss  ooff  ffiinnaannccee  
((aannyy))  

1177%%  1166%%  1199%%  1155%%  1155%%  1144%%  2222%%  1177%%  1177%%  

-Leasing, hire purchase or 
vehicle finance 

6% 7% 8% 7% 8% 6% 7% 8% 9% 

-Loans from 
directors/family/friends* 

7% 6% 8% 4% 5% 3% 8% 4% 4% 

-Equity from 
directors/family/friends* 

2% 3% 3% 2% 2% 2% 3% 1% 2% 

-Invoice finance 2% 3% 2% 2% 2% 3% 4% 4% 3% 

-Grants 2% 2% 2% 2% 1% 2% 5% 2% 2% 

-Loans from other third 
parties 

2% 2% 2% 2% 1% 1% 2% 2% 2% 

AAnnyy  ffoorrmm  ooff  ffiinnaannccee    
––  aallll  SSMMEEss  

3366%%  3366%%  4400%%  3333%%  3366%%  3344%%  4466%%  3366%%  4400%%  

Q15 All SMEs  
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The table below takes a longer term view of the use of these individual finance products, back to 2012. 
It shows how current use of loans and overdrafts is stable but at lower levels than seen in 2012-13 (in 
line with use of finance overall): 

  
Use of forms of finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww    22001122  22001133  22001144  22001155  

  
22001166  

HH11  
22001177  

CCoorree  pprroodduuccttss  ((aannyy)) 3366%%  3322%%  2299%%  3300%%  3300%%  3300%%  

-Bank overdraft 22% 18% 16% 16% 16% 16% 

-Bank loan/Commercial mortgage 10% 8% 7% 7% 7% 6% 

-Credit cards 18% 18% 15% 16% 17% 17% 

OOtthheerr  ffoorrmmss  ooff  ffiinnaannccee  ((aannyy)) 1188%%  1188%%  1177%%  1177%%  1166%%  1177%%  

-Leasing, hire purchase or vehicle finance 6% 8% 7% 7% 7% 9% 

-Loans/Equity from directors/family/friends 6% 9% 8% 8% 6% 5% 

-Invoice finance 3% 2% 3% 2% 3% 3% 

-Grants 1% 1% 2% 2% 2% 2% 

-Loans from other third parties 1% 1% 2% 2% 2% 2% 

AAnnyy  FFiinnaannccee 4444%% 4411%% 3377%% 3377%% 3377%% 3388%% 

Q14/15 All SMEs 
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As already reported, on an annual basis, use of core forms of finance declined between 2012 and 2014 
and has been stable since. The table below shows any use of the ‘other’ forms of finance, by key 
demographics over time. Overall usage has changed very little since 2012 (16-18%) and has been 
consistently higher amongst larger SMEs. Once the PNBs are excluded, use has increased slightly over 
the period (27% to 32%): 

  

Currently use other forms of finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  ––  rrooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  22001166  

HH11  
22001177  

All 18% 18% 17% 17% 16% 17% 

0 emp 14% 14% 13% 13% 14% 14%

1-9 emps 27% 27% 25% 26% 23% 25% 

10-49 emps 39% 39% 37% 37% 33% 39% 

50-249 emps 46% 50% 40% 36% 35% 44% 

Minimal external risk rating 26% 23% 21% 22% 20% 23% 

Low 21% 22% 18% 22% 20% 21% 

Average 17% 16% 15% 15% 16% 16% 

Worse than average 19% 17% 18% 15% 16% 17% 

Agriculture 20% 22% 21% 22% 24% 25% 

Manufacturing 19% 22% 17% 18% 18% 18% 

Construction 15% 14% 15% 13% 15% 16%

Wholesale/Retail 23% 22% 21% 22% 19% 22% 

Hotels & Restaurants 23% 21% 20% 19% 20% 19% 

Transport 20% 22% 20% 20% 20% 20% 

Property/ Business Services 17% 16% 15% 15% 14% 15% 

Health 15% 13% 13% 15% 12% 14% 

Other 15% 18% 15% 19% 17% 18% 

All excl PNBs 27% 29% 30% 32% 31% 32% 

Q15 All SMEs 
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From Q1 2014 SMEs using leasing, HP and vehicle finance have been asked in more detail about the 
source of this funding. These questions have gone through several iterations, and from Q1 2017, SMEs 
using leasing, HP and vehicle finance have been asked a simplified question to understand the extent 
to which this funding came from their main bank/banking group.  

The results for H1 2017 for the new question are shown below and are consistent with previous  
data – 79% are using “another provider” for this finance, compared to 75% YEQ4 2016 using the 
previous question. 

For H1 2017 leasing, HP and vehicle finance was obtained as follows: 

• 17% all from the main bank/banking group 

• 4% some of it is from the main bank/banking group 

• 79% from another finance provider (including another bank). 

 

As the table below shows, the largest SMEs were more likely to use their main bank for at least some of 
this finance: 

Source of leasing/vehicle finance 

HH11  1177  ––  aallll  SSMMEEss  uussiinngg  ssuucchh  ffiinnaannccee  
TToottaall  

  
00    

eemmpp  
11--99    

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  11669911  112266  440088  774411  441166  

Any main bank/banking group 21% 22% 18% 18% 32%

-All through main bank / banking group 17% 19% 14% 13% 18% 

-Some through main bank / banking group 4% 3% 4% 5% 14% 

All through other provider 79% 78% 82% 82% 68% 

Q14x2 All SMEs using leasing or vehicle finance
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Use of core and other forms of finance in combination 

The table below shows how core and other forms of finance have been used individually or in 
combination since 2012. The proportion using only core forms of finance initially decreased from 26% 
to 20% of SMEs between 2012 and 2014 and has been stable since (20% in the first half of 2017):  

  

External finance currently used  

OOvveerr  ttiimmee  --  aallll  SSMMEEss  22001122  22001133  22001144  22001155  
  

22001166  
HH11  

22001177  

UUnnwweeiigghhtteedd  bbaassee::  2200,,005555  2200,,003366  2200,,005555  2200,,004466  1188,,000000  99000077  

Only use core products 26% 23% 20% 20% 21% 20% 

Only use other forms of finance 8% 9% 8% 8% 7% 8% 

Use both forms of finance 10% 9% 9% 9% 10% 10% 

Use none of these forms of finance 56% 59% 63% 63% 62% 62% 

Q15 All SMEs  

The decline in the use of core finance was the main contributor to an increase in those using no finance 
as the proportions using only other forms of finance, or both other and core forms of finance, have 
been more stable over the whole period. 
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SMEs can use one or more of the forms of finance listed above, but most used just one if they used any 
(57% of SMEs using any external finance were only using one of the forms of finance listed).  

 

The table below shows the number of forms of finance used by all SMEs (including those using no 
external finance). Around a quarter of all SMEs in each size band used just one form of external 
finance. While 5% of the smallest SMEs were using 3 or more forms of finance, this proportion 
increased to 1 in 4 of those with 50-249 employees:  

  

Forms of external finance currently used  

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99    

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

None 61% 65% 52% 40% 31% 

1 form of finance 23% 22% 27% 27% 25% 

2 forms of finance 10% 9% 13% 17% 21%

3 forms of finance 4% 3% 5% 8% 12% 

4 or more forms of finance 2% 2% 3% 8% 13% 

 

2% of SMEs (YEQ2 2017) said that they were 
using an additional form of external finance not 
on the list detailed in full above. This did not vary 
much by size (2-5%) or risk rating (2-3%), or by 
sector (2-3%), and has varied little over time.  

There was a small difference in use of these 
other forms of finance by whether the SME was 
also using one of the specified forms of external 

finance (4% for those also using the specified 
forms of external finance and 1% for those not). 
This means that 1% of aallll SMEs are classed as 
non-users of finance in this report (because they 
do not use any of the specified forms of external 
finance) but said at this question that they were 
using some other form of finance. The form of 
funding used is not known. 
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Personal elements to business finance 
For smaller SMEs in particular there can be a ‘blurring’ between business and personal finance. This 
next section looks at the various ways in which personal funds have been used by SMEs.  

Injections of personal funds

SMEs were asked whether personal funds had been injected into the business in the previous 12 
months by the owner or any director, and whether this was something they had chosen to do or felt 
that they had to do.  

The table below shows that in Q2 2017, almost 3 in 10 SMEs (28%) reported an injection of personal 
funds and that this was slightly more likely to have been a choice (15%) than something they felt they 
had to do (13%). These figures are in line with other quarters from mid-2015 : 

  

Personal funds in last 12 months 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

UUnnwweeiigghhtteedd  bbaassee::  55000011  55000044  55000033  44550000  44550000  44550000  44550000  44550000  44550077  

Inject personal funds – 
you chose to do to help 
the business grow and 
develop 

13% 15% 15% 17% 14% 17% 20% 17% 15% 

Inject personal funds – 
you felt you had no 
choice about this, that 
you had to do it 

13% 15% 14% 13% 11% 8% 11% 12% 13% 

AAnnyy  ppeerrssoonnaall  ffuunnddss  2266%%  3300%%  2299%%  3300%%  2255%%  2255%%  3311%%  2299%%  2288%%  

Not something you  
have done 

74% 70% 71% 70% 75% 75% 69% 71% 72% 

Q15d All SMEs  
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The more detailed analysis below is based on the combined results YEQ2 2017 to provide robust base 
sizes for key sub-groups. Smaller SMEs, with fewer than 10 employees, remained much more likely to 
have received an injection of personal funds: 

  
Personal funds in last 12 months  

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499    
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188000077  33660044  55880022  55880011  22880000  

Inject personal funds – you chose to do to help 
the business grow and develop 

17% 19% 15% 8% 6% 

Inject personal funds – you felt you had no 
choice about this, that you had to do it 

11% 12% 10% 5% 2% 

AAnnyy  ppeerrssoonnaall  ffuunnddss  2288%%  3311%%  2255%%  1133%%  88%%  

Not something you have done 72% 69% 75% 87% 92% 

Q15d All SMEs  

Amongst SMEs with employees, 22% reported any injection of personal funds – 13% because they 
chose to do so and 9% who felt that they had no choice. 

Analysis by external risk rating showed that those with a worse than average external risk rating were 
more than twice as likely to have received an injection of personal funds (34%), as those with a 
minimal external risk rating (14%) :  

  

Personal funds in last 12 months 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  MMiinn  LLooww  AAvvggee  
WWoorrssee//  

AAvvggee  

UUnnwweeiigghhtteedd  bbaassee::  1188000077  33110022  55551133  44111188  33777733  

Inject personal funds – you chose to do to help 
the business grow and develop 

17% 9% 11% 16% 21% 

Inject personal funds – you felt you had no 
choice about, that you had to do 

11% 5% 8% 11% 13% 

AAnnyy  ppeerrssoonnaall  ffuunnddss  2288%%  1144%%  1199%%  2277%%  3344%%  

Not something you have done 72% 86% 81% 73% 66% 

Q15d All SMEs  
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Analysis by sector showed 34% of those in Transport had received an injection of funds compared to 
23% of those in Manufacturing and 24% of those in Construction. There was little variation across the 
other sectors (25-31%):  

  
Personal funds in last 12 months 

YYEEQQ22  1177  ––  aallll  SSMMEEss  AAggrriicc  MMffgg  CCoonnssttrr  
WWhhllee  
RReettaaiill  

HHootteell  
RReesstt  TTrraannss  

PPrroopp//  
BBuuss  

HHlltthh  
SSWWrrkk  

OOtthheerr  
CCoommmm  

UUnnwweeiigghhtteedd  bbaassee::  11220022  11550022  33220000  11880033  11220033  22000011  33559999  11449977  22000000  

Chose to inject 16% 12% 13% 18% 19% 18% 21% 18% 18% 

Had to inject 10% 11% 11% 11% 11% 16% 9% 7% 13% 

AAnnyy  ffuunnddss  2266%%  2233%%  2244%%  2299%%  3300%%  3344%%  3300%%  2255%%  3311%%  

Not put funds in 74% 77% 76% 71% 70% 66% 70% 75% 69% 

Q15d All SMEs  

A longer term look at the injection of personal funds shows how this became less likely between 2012 
and 2014 (from 43% to 29% reporting an injection), and has been stable since. This is due 
predominantly to a drop in the proportion feeling that they had to inject funds (from 25% in 2012 to 
15% in 2014 and currently 13% for the first half of 2017): 

  

Personal funds in last 12 months 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  22001122**  22001133  22001144  22001155  22001166  
HH11  

22001177  

UUnnwweeiigghhtteedd  bbaassee:: 1155,,003322  2200,,003366  2200,,005555  2200,,004466  1188,,000000  99000077  

Inject personal funds – you chose to do to 
help the business grow and develop 

17% 19% 14% 14% 17% 16% 

Inject personal funds – you felt you had no 
choice about this, that you had to do it 

25% 20% 15% 13% 11% 13% 

AAnnyy  ppeerrssoonnaall  ffuunnddss 4433%%  3388%%  2299%%  2288%%  2288%%  2299%%  

Not something you have done  57% 62% 71% 72% 72% 71% 

Q15d All SMEs from Q2 2012 

The proportion of all injections of funds that were “forced” fell from 58% of all injections in 2012 to 
39% in 2016 but was then 45% for the first half of 2017. 
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The table below looks at the long term changes in injections of any personal funds, whether through 
choice or necessity, by key business demographics. This has been stable at around 3 in 10 since 2014, 
with larger SMEs, those with a minimal risk rating and those who meet the definition of a Permanent 
non-borrower always less likely to report an injection of funds: 

  

Any personal funds in last 12 months 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
RRooww  ppeerrcceennttaaggeess  22001122**  22001133  22001144  22001155  

  
22001166  

HH11  
22001177  

All 43% 38% 29% 28% 28% 29% 

0 emp 45% 40% 30% 29% 29% 30% 

1-9 emps 39% 36% 29% 26% 24% 27% 

10-49 emps 22% 19% 17% 16% 13% 14% 

50-249 emps 13% 11% 9% 8% 9% 7% 

Minimal external risk rating 20% 16% 17% 17% 13% 13% 

Low 29% 22% 21% 19% 18% 18% 

Average 36% 33% 25% 24% 25% 26% 

Worse than average 51% 46% 36% 33% 33% 36% 

Agriculture 41% 38% 27% 26% 27% 24%

Manufacturing 42% 31% 30% 27% 23% 28% 

Construction 44% 38% 29% 25% 26% 21% 

Wholesale/Retail 43% 37% 27% 27% 28% 31% 

Hotels & Restaurants 47% 41% 33% 29% 30% 34% 

Transport 44% 40% 30% 31% 31% 36% 

Property/ Business Services 42% 41% 29% 27% 30% 28% 

Health 43% 37% 29% 27% 24% 26% 

Other 41% 37% 31% 34% 28% 34% 

PNBs 33% 29% 19% 19% 20% 23% 

All excl PNBs 48% 44% 37% 35% 35% 34%

Q15d All SMEs from Q2 2012 
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Returning to the current period, analysis by age of SME for YEQ2 2017 showed that the youngest, start-
up businesses continued to be the most likely to have had an injection of personal funds (46%), and 
that this was more likely to have been a choice (29%) than a necessity (17%). For older businesses, an 
injection of personal funds was less likely to have happened at all but where it had, a higher proportion 
of these injections were felt to have been a necessity: 

  

Personal funds in last 12 months 

YYEEQQ22  1177  ––  aallll  SSMMEEss  SSttaarrttss  
22--55    
yyrrss  

66--99    
yyrrss  

1100--1155    
yyrrss  

1155  
yyrrss++  

UUnnwweeiigghhtteedd  bbaassee::  11880055  11885500  22009944  22999933  99226655  

Inject personal funds – you chose to do to help the 
business grow and develop 

29% 21% 16% 13% 11% 

Inject personal funds – you felt you had no choice 
about this, that you had to do it 

17% 12% 9% 10% 8% 

AAnnyy  ppeerrssoonnaall  ffuunnddss  4466%%  3333%%  2255%%  2233%%  1199%%  

Not something you have done 54% 67% 75% 77% 81% 

Q15d All SMEs 

Starts have always been more likely to report 
an injection of funds than older businesses but 
the proportion has declined somewhat over 
time. In 2012, 68% of Starts reported receiving 
an injection of funds, dropping to 43% in 2015 
and remaining fairly stable since (46% in 2016 
and 45% in H1 2017).  

Those using a personal account for their 
business banking were only slightly more likely 

to have put personal funds in at all (31% v 27% 
of those with a business account YEQ2 2017). 

SMEs currently using external finance were 
more likely to have received an injection of 
personal funds (34% YEQ2 2017) than those 
not currently using external finance (25%) and 
were also more likely to say they had felt that 
there had been no choice (14% v 9%). 
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Analysed by their overall financial behaviour in the previous 12 months, the small group of Would-be 
seekers (who had wanted to apply for loan or overdraft finance but felt that something had stopped 
them) remained much more likely to have received an injection of personal funds (and to have felt that 
they had no choice):  

  

Personal funds in last 12 months 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
HHaadd  aann  
eevveenntt  

WWoouulldd--bbee  
sseeeekkeerr  

HHaappppyy  
nnoonn--sseeeekkeerr  

UUnnwweeiigghhtteedd  bbaassee::  1188000077  33117722  331100  1144,,552255  

Inject personal funds – you chose to do to help the 
business grow and develop 

17% 17% 30% 17% 

Inject personal funds – you felt you had no choice 
about, that you had to do 

11% 23% 36% 8% 

AAnnyy  ppeerrssoonnaall  ffuunnddss  2288%%  4400%%  6666%%  2255%%  

Not something you have done 72% 60% 34% 75% 

Q15d All SMEs 

As already reported, the proportion of SMEs that had seen an injection of personal funds has declined 
overall, from 43% when the question was first asked in 2012 to 29% for the first half of 2017.  

• This was also true amongst those that have had a borrowing event (from 52% in 2012 to 40% for 
2016 and the first half of 2017) and amongst Happy non-seekers (37% to 25%). 

• However, there has been a slight increase amongst the small group of Would-be seekers of 
finance, (62% in 2012 to 66% in the first half of 2017) and so this group is now much more likely to 
have seen an injection of personal funds.  

  



 

 72 

www.bdrc-continental.com 

Use of personal accounts and accounts at other banks 

Most SMEs used a business bank account (83% excluding DK answers).  

Of the 17% that used a personal account, almost all (93%) were 0 employee businesses. So whilst 21% 
of 0 employee SMEs used a personal account for their business banking, amongst those with 
employees the figure was 5% or less. 

SMEs more likely to be using a personal account included those in the Health sector (26%), Starts 
(23%), those with a worse than average risk rating (21%) and Permanent non-Borrowers (20%). 

In most years around 1 in 5 SMEs has used a personal account, the slight exception being 2014 when 
14% of SMEs used them. The latest figures for YEQ2 2017 (17%) are in line with the overall trend.  

YEQ2 2017, SMEs using a personal account were: 

• Less likely to be using external finance (28% used external finance, compared to 41% of those 
using a business account) and somewhat less likely to have applied for new or renewed facilities 
(2% v 5%).

• Somewhat more likely to have put personal funds into the business (31% v 27% of those with a 
business account) and more likely to be a Permanent non-borrower (54% v 44%). 

 

In H1 2017, 99% of SMEs reported that they only used one bank for their business banking, with little 
difference by size. Multi-banking remains rare in this market: 

  

Use one bank 

OOvveerr  ttiimmee  --  rrooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  22001166  
HH11  

22001177  

All 99% 99% 99% 98% 99% 99%

0 emps 99% 99% 99% 99% 99% 99% 

1-9 emps 98% 99% 98% 98% 99% 98% 

10-49 emps 97% 98% 97% 97% 97% 98% 

50-249 emps 97% 98% 97% 98% 97% 96% 
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Core finance facilities in a personal name 

From Q4 2012 those using core finance have 
been asked whether any of those facilities were 
in their personal name, rather than that of the 
business. For YEQ2 2017, almost a third of 
those using such facilities (30%) said that one 
or more facilities were in their personal name, 
the equivalent of 9% of aallll  SMEs having a 
facility in their personal name (or 16% of SMEs 
excluding the Permanent non-borrowers). This 
had varied relatively little across the quarters in 
which the question has been asked. 

As the table below shows, the incidence of core 
facilities in a personal name varied by size of 

business. Amongst SMEs with loans, overdrafts 
and/or credit cards, a third of those with 0 
employees had some facility in their personal 
name (36%) compared to 7% of those with 50-
249 employees. SMEs with these facilities, and 
who also had an average or worse than 
average risk rating, were more likely to have a 
facility in their own name (31% and 33%), than 
those with a minimal or low risk rating (15% 
and 21%) but the equivalent figures for aallll

SMEs continued to show relatively little 
difference by risk rating:

 

  
Have element of core facility in personal name 

  
YYEEQQ22  1177  ––  rrooww  ppeerrcceennttaaggeess  

OOff  tthhoossee  wwiitthh  aann  
oovveerrddrraafftt,,  llooaann  oorr  

ccrreeddiitt  ccaarrdd  

EEqquuiivvaalleenntt  %%  ooff  aallll  
SSMMEEss  

  

TToottaall  3300%%  99%%  

0 employees 36% 10% 

1-9 employees 17% 6% 

10-49 employees 10% 5% 

50-249 employees 7% 4%

Minimal risk rating 15% 5% 

Low risk rating 21% 7% 

Average risk rating 31% 9% 

Worse than average risk rating 33% 9% 

Q15bbb All SMEs with one of these facilities 
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Those operating their business banking through 
a personal account were less likely to be using 
any core finance (28% for YEQ2 2017, 
compared to 41% of those operating through a 
business bank account). However, if they did 
use the relevant forms of external finance, then 
almost all (81%) said that some or all of the 
loan, overdraft or credit card facilities that they 
had were in their personal name. Those with a 
business account who used these facilities were 
much less likely to say that any of the facilities 
were in their personal name (22%).  

As a result, amongst all SMEs, those using a 
personal account for their business were twice as 
likely to have a facility in their personal name as 
those using a business account (16% of all those 
using a personal account had a facility in their 
personal name compared to 7% of all those using 
a business account). 

SMEs using loans, overdrafts or credit cards are 
also asked about each individual type of facility 
they hold, rather than simply whether any of 
these facilities were in a personal name. In all 
instances, those with 0 employees were much 
more likely to have a facility in a personal name:

 

  
  FFaacciilliittiieess  iinn  aa  ppeerrssoonnaall  nnaammee  YYEEQQ22  22001177  ((eexxccll  DDKK))  

Overdrafts 15% of all SMEs with an overdraft said it was in a personal name, of which 
86% were 0 employee SMEs. 6% said they had facilities in both personal 
and business names. 

18% of 0 employee SMEs with an overdraft said that it was in a personal 
name. This declined by size to 7% of those with 1-9 employees, 2% of 
those with 10-49 employees and <1% of those with 50-249 employees. 

Loans 15% of all SMEs with a loan said it was in a personal name, of which 75% 
were 0 employee SMEs. 8% said they had facilities in both personal and 
business names. 

20% of 0 employee SMEs with a loan said that it was in a personal name. 
This declined by size to 10% of those with 1-9 employees, 2% of those with 
10-49 employees and 1% of those with 50-249 employees.  

Credit cards 24% of all SMEs with a credit card said it was in a personal name, of which 
87% were 0 employee SMEs. 11% said they had facilities in both personal 
and business names. 

30% of 0 employee SMEs with a credit card said that it was in a personal 
name. This declined by size to 12% of those with 1-9 employees, 3% of 
those with 10-49 employees and 2% of those with 50-249 employees. 
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The ‘interweaving’ of business and personal funds – a summary 

A number of questions explore the use of personal funds and/or personal borrowing by SMEs as 
reported above. For YEQ2 2017, 4 in 10 SMEs (42%) reported having one or more of these personal 
‘elements’ to their business. This is in line with recent years (42% in both 2014 and 2015) but lower 
than in either 2012 (54%) or 2013 (53%), as fewer smaller SMEs with less than 10 employees reported 
that they had any personal element to their business. The table below shows how smaller SMEs, those 
with a worse than average risk rating and those in the Other Community, Health and Transport sectors 
remained the most likely to have a personal element to their business: 

  

Had any personal element 

RRooww  ppeerrcceennttaaggeess  YYEEQQ22  1177  

AAllll  SSMMEEss  4422%%  

0 employee 47% 

1-9 employees 30% 

10-49 employees 15% 

50-249 employees 9% 

Minimal external risk rating 25% 

Low external risk rating 27% 

Average external risk rating 41% 

Worse than average external risk rating 50% 

Agriculture 38% 

Manufacturing 38%

Construction 42% 

Wholesale/Retail 36% 

Hotels & Restaurants 40% 

Transport 48% 

Property/Business Services etc. 40% 

Health 44% 

Other Community 51% 

 

Excluding SMEs with no employees reduces the proportion of remaining SMEs with a personal element 
to their business to 27%. 




