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Introduction
This edition of Funding Xchange’s
Quarterly Lending Monitor comes as
there is a huge effort across the sector
to get loans out to small businesses.
However, even with this effort, the
volume and value of loans disbursed
under CBILS is still relatively low.
We therefore plan, for this quarter,
to publish two editions: this first one,
which focuses primarily on the demand
side of the equation.
Later in the quarter, and once newly
accredited lenders are fully up and
running, we will look to also shed more
light on the supply side.

2

Executive Summary

During the course of April so far, UK Finance have announced a doubling
of approved CBILs loans. Thanks to the huge efforts of bank staff, funding
has now been made available to well over 16,000 businesses. Funding is
increasing by well over £250M in approved CBILS loans per day.
The Herculean efforts of the British Business Bank and accredited banks and lenders
mean that funding is flowing. The average loan size of just under £170,000 suggests that
businesses with £2M+ turnover and access to bank relationship managers are benefiting.1

Our data2 suggests smaller businesses continue to struggle to get the funding they
need as several challenges remain:
• Impact of the crisis is spreading – stronger
businesses are unable to access finance
In the first two weeks following the lock-down,
vulnerable businesses were the predominant
users of the Mandatory Bank Referral process.
In April, we are seeing a swing towards
businesses with a stronger profile – 42% of
referred businesses meet the eligibility criteria
of other lenders, versus 36% in March.
• Unmet demand is greatest for micro-loans
70% of businesses coming to Funding Xchange
through Mandatory Bank Referrals were seeking
less than £15,000 in funding in March–this
share decreased to 60% in April.
• Sectors most challenged by the crisis,
including retail, business administration and
accommodation, appear to find it particularly
challenging to access funding
The share of these sectors is significantly overrepresented in referral data since the beginning
of the crisis.
• The increased interest in lending has not seen
a parallel increase in mandatory referrals,
suggesting that the mandatory referral process
has not worked as a safety valve
Increase in referrals has been 2x since February
– which appears to track well below the
increased demand for funding.

• Access to liquidity remains challenging for many
micro businesses
Some large banks are not currently accepting
applications for less than £25,000. A minority
of the banks are accepting applications from
new-to-bank customers. This leaves some of
the over 1.9 million businesses3 with turnover
of less than £250,000 without access to finance
as these businesses are typically only able to
access 10-15% of their turnover in debt funding.
It is estimated that 20% or 350,000 of these
businesses require access to funding just in
April. Yet, with 16,000 approved CBILS loans, at
best fewer than 5% of these businesses have
been funded through CBILS.
• Non-CBILS lending has largely ceased for
smaller businesses
Customers want the advantageous terms
offered by CBILS solutions – and avoid products
that are not providing the no-interest period.
Most non-CBILS lenders have also withdrawn
liquidity as they are either awaiting accreditation
or are solely focused on managing their back
book. The NACFB suggested on April 22 that
the success rate for businesses seeking funding
has been less than 3% (in line with a BCC survey
that suggested a 2% funded rate).4

1. Data sourced from UK Finance
https://www.ukfinance.org.uk/
press/press-releases/ retrieved
23rd April
2. All data, unless stated otherwise, is
Funding Xchange proprietary data
3. ONS data
3

4. NACFB briefing note April 22, 2020
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Impact of the crisis is spreading
In March, we observed vulnerable businesses
using the referral process. In April, we are seeing
a swing towards businesses with a stronger
profile – 42% meet the eligibility criteria of other
lenders, versus 36% in March.
In April, a second tranche of more established
businesses, with higher annual turnover and
longer trading history, that were able to ride out
the early weeks of the crisis, are now seeking
funding. This is reflected in the increased
proportion of businesses with annual turnover of
over £100,000 (up to 59% in April, versus 39% in
March) and trading for at least 3 years (almost
50% in the most recent week of April, vs just over
one third in March).
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Unmet demand is greatest
for micro-loans
In March, the need has been predominantly for
access to small amounts of funding, with 7/10
requesting less than £15,000 - primarily for
working capital. In April, we have seen a shift
to larger amounts - only 6/10 are now seeking
funding amounts under £15,000.
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The increased interest in lending
has not seen a parallel increase in
mandatory referrals, suggesting that
the mandatory referral process has
not worked as a safety valve
So far, the number of mandatory bank referrals
has increased ~90% since February, suggesting
the surge in applications at bank level has only
led to a relatively modest increase in referrals.
As the referral process requires a formal bank
decline, those customers that were unable to
make an application (e.g., businesses seeking
less than £25,000 in the case of several banks,
new-to-bank customers in most cases) were
unable to benefit from the referral process.
Anecdotally, it is likely that a share of customers
has not been able to progress applications as
some banks have found it challenging to respond
to the volume of enquiries.
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Sectors most challenged by the
crisis, including retail, business
administration and accommodation,
appear to find it particularly
challenging to access to funding
We have seen a substantial increase in the share
of sectors particularly affected by the crisis
accessing Funding Xchange through the referral
process. The increasing share of retail, business
services and administration (typically tertiary
business services) and hospitality indicates that
sectors that are most affected by the crisis are
not necessarily able to access support through
the CBILS scheme. This may be as the viability of
businesses from these sectors is more difficult
to demonstrate.
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Supply of funding
from lenders
–£–
£
Non-CBILS lending has largely
ceased for smaller businesses
Approval rates have dropped significantly
since February – indexed against a February
baseline, the rate for April has dropped by
over 80%.

£
Access to liquidity remains challenging for
many micro businesses
In February, almost 80% of loan requests from businesses received at
least one offer. In April this has dropped sharply to less than 70%, with a
corresponding drop in the proportion of requests that accept an offer:
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The situation is even worse for smaller businesses (with turnover below
£100k), with only one third of requests accepting at least one offer in April
month to date:
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Creating access to funding for smaller businesses will require the accreditation
of more lenders. It also requires these lenders to have the capacity to make new
lending available – they need appropriate support for back-books that have been
impacted by the crisis and access to fresh liquidity. The different support schemes
are making good progress in creating more liquidity.
With more lenders likely accredited to the CBILS,
SMEs will also require assistance in safely and
quickly accessing lenders that will fund them.
Without appropriate signposting, too many
businesses are struggling to find the funding they
require, and lender processes are clogged up with

ineligible lending enquiries. Delivering simple,
speedy access to the right solutions requires an
effective triage solution that safeguards businesses
and delivers efficiencies to lenders by eliminating
ineligible enquiries and establishing eligibility of the
businesses for specific solutions.
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Funding Xchange
Funding Xchange is an intelligent decisioning platform that
transforms efficiency in SME lending distribution by holding
lenders’ underwriting models and integrating with their
decisioning technology. Funding Xchange accurately mirrors
lenders’ decisioning based on their credit policies, affordability
models and risk pricing. By using access to live transactional
data, including closed group CRA (customer risk assessment)
data, Funding Xchange provides accurate, personalised terms
for SMEs, and is never more expensive than going direct. By
holding decisioning within the Funding Xchange platform,
applicants’ personal data is protected, and businesses have full
control over the funding process. Through deep integration with
lending platforms, businesses can be fully approved for funding
within 10 minutes without leaving the Funding Xchange site.

Funding Xchange SME Lending Monitor
We believe that collaboration between banks, alternative
lenders, digital technology providers and policy makers is vital
to ensure businesses have access to the critical lifeline that
funding often represents. This collaboration brings together
different capabilities, providing business owners with the
ease of access to business finance that the consumer finance
market has enjoyed for more than a decade.
Through our marketplace, which is used by over 30,000
businesses across the UK every quarter, we have a front
row seat to observe any changes in funding needs – and
the funding solutions available to them from more than 40
providers.

For more information, small business research, images or to arrange
interviews, please contact: Max.Firth@fundingxchange.co.uk
For further information on our capabilities and to learn how we help
small businesses, please visit: www.fundingxchange.co.uk
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