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“This report highlights that ‘awareness’ continues to be a major problem and the findings chime with our
own research. This revealed that the number one reason that those SME’s turned down for finance initially
didn’t explore other opportunities was not being aware of alternatives (63%). A further 28% didn’t want to

upset their existing lender.”

John Davies
Director Just Cash Flow PLC

The Genesis Initiative:

Improving the quality of debate for UK SME's

Welcome

Through my relationship with the Genesis
Initiative, | have been able to witness the growth
and development of SME’s funding across the
UK since 2010. During the many discussions we
have had over this period, we have been able to
consider the most appropriate way of conveying
an increasingly important message; awareness of
the growing choice of lenders to business.

This isn’t simply about the growing number of
funders that have become available to businesses
but also about the access and confidence for
small business owners entering this new market.
Therefore, by connecting with SME’s through the

Chairman’s opening

The Genesis Initiative exists to improve the quality
of debate on SME's. Since its formation in 1999,
it has worked on issues from SME finance to
farming, from the film sector to loan guarantees.
Genesis is an alliance of 115 trade associations
representing SME's and the self-employed, allied
with a cross-party Parliamentary and an academic
membership. Genesis works to inspire economic
reform and high-quality debate. It is nonpartisan,
looking at Whitehall and Parliamentary channels
to share information and deliver research to key
opinion formers in the most persuasive, rather
than the loudest way.

The Genesis work programme is focused

through the Genesis Senate. Here the member
organisations come together to consider major
SME issues and to guide the Genesis programme
of research and discussion. The Senate meets

at least three times during each Parliamentary
session. The member organisations represent over
1 million businesses and self-employed business

people.

Small business is the backbone of the British
economy and when it does well the whole
country does well. The role of Genesis, always
pushing for potential growth in the SME sector, is
underpinned by a “can do” culture.

New jobs, new ideas and new wealth will be
created if small businesses are thriving. Genesis

Genesis membership and placing this alongside
our deep reach into the lending community arose
the opportunity to produce this unique report
outlining how our businesses are being funded at
the current time.

There is an opportunity for our small business
owners to expand their horizons and | hope
that the report’s findings will greatly assist
those looking for investment to increase their
accessibility to these new markets.

Anne Marie Morris MP
Member of Parliament for Newton Abbot

works to sustain a business environment that
makes this possible.

The Genesis Access to Finance report continues
that history of work to back the SME sector. It

is based upon the views of those representing
some 250,000 businesses, together with some 35
lenders to business completing their own survey
mirroring the issues raised by SME's.

This work is a unique opportunity to compare the
experience of small business owners alongside
that of the new lenders to business that have
emerged since the recession. We want to focus
on solving the conundrum of bringing greater
awareness of and trust in financial opportunities
to both potential investees and investors, so to
encourage more SME's to invest and grow. This
will improve local economies and then contribute
to UK growth as the SME sector sees new growth.

Genesis combines entrepreneurial zeal,
concentrated research and commitment from
experts working on behalf of SME's with support
across the both houses of Parliament. We look to
continue a powerful contribution to the continued
growth of the SME sector within the United
Kingdom thus increasing U.K. GDP.

John May
Chairman of The Genesis Initiative
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Introduction

When | joined The Genesis Initiative 10 years ago,

it was at the very early stages of the emergence of
a completely new range of Lenders to Business. At
that time | was experiencing first-hand the halving
of those prepared to provide lending facilities to UK
SME's. Therefore, it became increasingly important
that we made sure that our small business owners
were aware of this growing choice and that they
really could access the finance they needed. Now in
2018 at a remarkable point in our history, the choice
has never been wider and this has now matured,
but have we made significant enough steps to

raise awareness and to make up that shortfall in
knowledge amongst UK SME's.

This report sets out to comment on the current
position of funding for the 5.4 million small
businesses in the UK. We have taken the insight
from organisations representing some 250,000
businesses and uniquely combined this together
with the experience and views from a wide range of
representatives of the business lending and investing
community. There is funding out there in abundance
and our SME community is searching for investment
into their business. This Report from The Genesis
Initiative brings the thoughts and the aspirations from
both sides of the divide together in one document.

Small businesses were hit especially hard by the
recession. Around 85 per cent of business current
accounts and 90 per cent of loans to SME's in
England and Wales are with the largest banks. The
general economic uncertainty alongside the concerns
over the treatment of some SME's in the past has
helped to add to their reluctance to borrow. We can
look at the current reasons, but the statistics tell us
that almost two thirds of UK SME's are not willing to
fund expansion through borrowing and we want to
help improve their confidence in seeking investment
for expansion.

Yet, there is now a clear danger that UK businesses
could become woefully underfunded at a time when
they should be pushing ahead, identifying and
chasing down opportunities. There is clearly no lack
of financing options, the ability to call on increasing
numbers of potential lending solutions and ability
to tailor make funding solutions, is more often than
not, eminently more suitable than a ‘one size fits all’
offering that we were all used to in the past.

As the business finance world expands it still has yet
to take full advantage of the convenience of Open
Banking, but indicators suggest this is changing.

Very recently, news that specialist finance providers
and major banks are collaborating to link their data
have emerged. We can expect the benefits of these
partnerships spreading throughout the industry in
the near future. Through education, we want to

see business owners approaching their advisers
armed with a range of finance options that they
have learned about from an Open Banking-enabled
service.

Our Report highlights that there has certainly been
advances in the awareness of the business borrower
of the range of finance available. Whereas we would
have seen low level knowledge indicators, this is
now moving ever higher, but needs more stimulus.
It is also about confidence. The graphical indication
that mirrors the fears of both the Lenders and the
borrowing community is a real indicator of where
further work needs to take place to bring both sides
closer together. The responsibility for this does of
course lie with both parties, better education on the
part of the borrower coupled with more expansive
marketing on behalf of the lenders will naturally
encourage more investment. This can be facilitated
by Government, building upon the excellent work
already carried out by the British Business Bank,
where an expanded remit using these findings as a
guide to grow awareness, provide education, boost
confidence and stimulate accessibility to the new
business lending community.

In addition, the once-in-a-lifetime distribution
through the Capability and Innovation Fund remedies
package should kick-start even more innovation

in business borrowing and banking. By backing
innovative British finance firms and bringing further
into being a new financial lending ecosystem of next-
generation services, apps and tools, we can really
help the small businesses that form the spine of the
UK’s economy.

Britain's business owners deserve to be satisfied
and confident not frustrated and concerned, with
their lending service providers. It is only right and
will be a benefit for us all. Let us not allow this
opportunity to struggle to find its own way forward,
we need to encourage and embrace the Access to
Finance revolution at the highest possible level and
| believe that this report gives us all some strong
indicators where we can focus our attention to
make a difference and offer a better kind of financial
experience.

Adam Tyler

Director and Chair of the Access to Finance Committee
- The Genesis Initiative,

Executive Chairman - FIBA

& Managing Director - FinancemyBusinessonline

“What businesses are involved in this report
and what kind of finance for business are we
considering?”

The survey that supports this Access to Finance report is unique in its simplicity that it asks both the
SME community as well as the Business Lenders what needs to be done to bring them closer together.
The following graphics indicates the types of business surveyed as well as the type of funding that those
lenders who are involved can offer to UK small business.

The businesses involved came from differing parts of the SME community with even representation from
the Plc sector. Overwhelmingly the responses were from those registered as Limited Companies of both
small and medium types along with a large number who are either sole traders or just consider themselves
to just simply self-employed. This cross section of businesses has given us an insight across the spectrum
even if the number working in partnerships was limited.

Small Business Groups Business Finance

Unsecured Business Finance
Self Employed

Asset Finance
Sole Trader Invoice Finance
Commercial | Mortgages
Partnership
Development Finance

Limited Company Short Term Loans

Secured Business Finance
Plc

Start up Loans (Under 2 years)

0 18 35 53 70 0 125 25 375 50
[ Small business by type [ Finance by type

The lenders who are involved with this report represent the whole spectrum of business lending that

is currently available as supported by the above graphic. Since the recession of 2008 we have seen an
unprecedented number of new lenders entering the UK business market with numbers of available lenders
at an all time high. They are funded in a number of different ways and this has become more sophisticated
over time and the competition for customers coupled with a low interest rate environment has meant

that the end user, the business owner, should be able to find good value and readily available borrowing
facilities.

Therefore all small business owners should to be aware of the types of finance and those who provide
these facilities. As we now know what kind of businesses we have had involved in this research and the
type of finance available, we can now begin to consider how each side of the equation currently behaves
and what can be done to bring the two parties closer together.
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“"Which regions does this report cover, from what
part of the UK did our businesses respond and
where are our Funders looking to lend?”

It was also important that we understood where the businesses involved were based. This is a nationwide
campaign and our members are based in all regions, but we did get a higher response from those in the
South East and unfortunately no respondents from Northern Ireland, but we can look at regional needs in
the future in more detail.

UK locations for business in this report

60 [ scotland
. Wales
[ North East
45 I North West

I North West
[l south West

30 B south East

The lenders involved also provide national coverage and the following representation shows not only
those regional variations, but those who will lend across the whole of the UK are shown below.

15

Lenders UK operational Areas

70 B scotland
. Northern Ireland

I wales

525 || North West
B North East
3 B south West
B south East
M Al Areas
17.
: =

UK Sectors funded by our Lenders

Percentage
(9]

€]

"How do our Lenders to Business view their current
interaction with the Small Business community

and how can they lead the way in providing more
education and confidence to those that are seeking
finance?”

For our lending community new business origination has always been key to their initial break into the
market and then strategic alliances will provide the continual deal flow that will keep them in business.

Since 2010 and the unsurpassed growth of new Lenders to business, which have grown to in excess of
300 in that period, it is so important to understand how they are performing. It is equally essential to
understand their longevity and that our small business community can recognise that this is now the
future lending landscape. Currently, there are many funding sources for our Lenders and this may be from
high net worth individuals, crowd-funding, utilising a peer-to-peer platform, hedge funds and of course
traditional funding from the High Street and now also from our Challenger banks. If this is to continue as
a sustainable method of providing these lenders to our SME’s then choice, diversity and a competitive
market will remain.

What percentage of your enquiries have approached
their High Street bank first?

In terms of numbers of your enquiries how does a
business approach you for finance?

M Broker Introduction W Up to 10%

[ Accountant Introduction 2 1 10% to 25%

Internet enquir: 25% to 40%

y
1
Telephone call 40% to 60%
p

[ Media Marketing 7 . [ 60% to 80%
M Finance Platform . [ 80% and above

W AP

Do you market for new business direct from the
SME community?

What percentage of your loans do you agree against
the number of enquiries?

Up to 10% B No
W

w0

0 [ 10% to 25% I Yes
1 25% to 40%

“ [ 40% to 60%

o . M 60% to 80%

- HEN -

[ 80% and above

0 18 35 53 70

Percentage
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The journey of a UK Small Business owner looking
for finance in late 2018

Understanding how a UK SME looked for investment in their business was at the core of our research. If
we could see the route they took, then intervention to make for a smoother and more successful outcome
would be easier to prescribe. It was also imperative that we know the success and failure rate at the

final stage, put very simply did they get the funding they set out to achieve. If not and of course without
knowing the full details of their financial status, how can we change that outcome for the better.

There is such a wide range of lenders to business available at this point in time and there is plenty

of money in the system for UK businesses that you would like to think that there is a home for most
businesses regardless of their status. Therefore, seeing that 42% of those who sought finance and traveled
along this journey did not get the investment they needed is disappointing.

These are business owners who wanted to grow, to employ more staff, buy more stock, invest in new
equipment and maybe expand their premises. Will they have the confidence to try again in the future?
If we can provide that greater guidance and signposting and help more businesses find the finance they
need then their local economy grows and this will feed into the overall UK economy.

Lets see their journey...

Have you borrowed to fund your business in the
last two years?

Did you approach your High Street Bank first?

45 47 50 52 54
Percentage 47 48.5 50 51.5 53

Percentage

B No M Yes M No B Yes

Did you get the funding you required? Did you then look elsewhere?

45 47 50 52 54 0 13 25 38 50

Perecntage Perecntage

M No B Yes M No B Yes

Did you then get the funding you require?

How much did you borrow?

=)

15 30 45

Percentage

B No B Yes

60

M Up to £10K
I £100k to £500K

[ £10k to £50K
B £500k and above

38 50

I £50k to £100K

Are you looking to borrow for your business in the
next 12 months?

o

15 30 45

Percentage

B No B Yes

60
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"How does an SME in the UK look for finance once
they know that their local High Street Bank cannot
help them and what do the specialist Lenders do to
assist these businesses find the right kind of finance?”

Once a business borrower begins their search for other lenders, there are similarities in approach but it
could be closer, matching the activities of those lending to those looking for finance has to be a key driver
in bringing both sides of the divide closer together.

How did you approach your search for other Lenders? What methods do you use to find new business?
50 100
375 75
Q
% g
o] <
g g 0
& &
25
125
0
0
B Already aware of other Lenders [ Through an Advisor or Broker B Commercial Finance Brokers [ Accountants
[ Accountant or Bookkeeper [ Trade Body [ Direct from another Lender [ Paid for Advertising
I Referral I Read a news story B internet search [ Trade Associations
W Internet search [l Other B Other

“The question of security for a loan can be a
hindrance for a business in their attempt to provide
investment for their business. It is very often one of
the reasons why a small business owner does not

borrow to grow”

As a small business owner...

If you are asked as an SME to provide security for
your loan, how would you respond?

B Personal Guarantees are part of business borrowing

60

Percenatge
- w F
G & &

o

[ 1 would allow my own house to be used as security
[ It is important that a lender only takes security on my business
[ Unsecured borrowing should be more available

B 1 would never give security

As a lender...

If you consider security to cover a loan, which of
the following statements are relevant?

90

i I---

[l Personal Guarantees are part of our business borrowing

Percenatge
»
&

[ We would always require a charge over a residential house
[ Itis important as a lender we only take security on a business
[ Unsecured borrowing is part our lending process

I We do not ask for security for a loan to business
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"Why would an SME not want to borrow from a
specialist funder to business, the views from both
the small business community and those who are
providing the lending facilities are unsurprisingly
very close in the assessment of the current

situation?”

The fears expressed by the SME community are reflected by the concerns of the Lenders to business...

The concerns of an SME...

My bank has already said No
10%

How do | find them in
the first place?
16%

| have not heard of

them before
26%

that they might not
be around for long
11%

Other (please specify)
5%

The fears of a lender to business...

Their bank has already said
No 14%

They have not
heard of you as a
Lender before
29%

How do they find

you as a Lender

in the first place?
22%

They are concerned
that they might not
be around for long
10%
The fees and/or interest
rate is going to be too high Other (please specify)
20% 4%

“What about Future investment, how is the current
macro climate affecting the appetite of the lending
community? Are they going to continue to want to
fund our small businesses, what is the current state
of awareness out there and how does all of this
match the intentions of UK SME over the next 12

months?’

Do you think UK SME’s are aware of you as a Lender?

50
38

25

Percentage

13

B Up to 10%

I 10% to 25%
I 25% to 40%
[ 40% to 60%
B 60% to 80%
[ 80% and above

Are you looking to lend more to business in the next
12 months?

B No
M Yes

Are you looking to borrow for your business in the
next 12 months?

B No
I Yes
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“As | am self employed, | am only ever able
to get very expensive funding, even with
Base rate at 0.75% the amount charged by
loan companies is extortionate and usary.”

"Finance is very difficult to
obtain in my experience which
limits our ability to grow.”

“It only takes minutes to undertake internet
search.”

“Yes. With key information easily accessible
with a way of comparing the offering
like-for-like. Information tends to be only
available upon lengthy application.”

“Definitely, | had no idea that

there were specialist Lenders.”

“It would be useful to '

have information on the

options from a trusted source

e.g. Trade Association with

references from other members
who have had experience
of the lenders.”

“As an industry we need

to help boost the very
businesses that are the
lifeblood of the UK economy
- particularly in the current
unsettled climate - not

make it harder for them to
succeed.”

“Skilled mature people without funds

to develop their SME business, because
of a lack of finance, should be provided
with more awareness of lenders or grants
available.”

genesis-initiative.org

“I have excellent support from my High Street Bank
and as long as my requests make sense | am confident
of that | will get funding based on past performance

and long term guarantees.”

"] have used many different channels for funding.
Now we are close to being debt free. Many new

“Yes, banks make
it very difficult and
other options are not

advertised well or
interest rates are very

high.”

lenders such are very inflexible and with personal
guarantees. These days if we require quick cash for
something we use our Paypal account (online business)
they can advance monies quickly and repayment is at

agreed percentages of the online business.”

“Information is unevenly
spread.”

"YES. Good signposting
across all SME sectors
rather than just speaking
amongst themselves
with industry chatter.”

FinancemyBusinessonline.co.uk

“The alternative ’
lending market is
expanding but it still has

only a relatively small
‘ share of the market.”

“Yes. The Government and the Banks
should ensure that more information about
raising finance and all the different options
available is more widely available, including
equity investment and loans from business
angels.”
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