
 

 

SME Finance Monitor Q2 2020 

 

The SME Finance Monitor is the largest study of its kind in the UK. Since 2011 it has provided robust and 

reliable data on SMEs and their access to finance, with interviewing conducted on a continuous basis 

throughout the year. Our telephone interviewers have continued to work as planned throughout 2020 to 

date, which enables us to provide an assessment of how SMEs have been impacted by Covid 19 thus far, 

whether certain sectors or regions have been affected more than others, and the extent to which SME 

sentiment is now different to that seen in previous years.   

Traditionally, results have been reported after Q2 and Q4 each year via a full report and a summary chart 

pack. In order to speed up the publication of the Q2 2020 results from mid-September to early August, there 

is no full report this wave and the chart pack has been extended to include analysis by sector and region as 

well as size of SME. This management summary covers the key findings based on the 4,511 interviews 

conducted April to June 2020 and some thoughts on the direction of travel, based on the latest 3 months to 

July data. 

 

 87% of SMEs reported being negatively affected by Covid 19. 80% had seen a business impact, which 

was most likely to be sales down by more than 50% (67%) while 59% of employers had seen a staff 

impact, which was typically to have staff on furlough (53% of employers). 

 6 in 10 SMEs were expecting a much reduced turnover (or even no turnover) in the next few months, 

which means that almost half of SMEs (46%) reported both turnover below 50% now and that they 

expected it to be like this (or to have no turnover) in the months ahead. This was more likely to be 

the case for smaller SMEs (48% with 0 employees to 33% of those with 50-249 employees), those in 

Hotels & Restaurants (61%) or Transport (56%) or in the North West (52%) or Yorkshire and 

Humberside (51%).  

 51% thought the worst effects of the pandemic on business were still to come, including 63% in the 

Construction sector, and given these findings it is perhaps no surprise that half of SMEs (51%) rated 

their mood about their business as ‘poor’. This was more likely to be the case for smaller SMEs (51% 

with 0 employees to 27% of those with 50-249 employees) and those in Hotels & Restaurants (67%). 

 To help them through this time, 6 in 10 had sought advice or information online and most of those 

who had felt it had been easy to do so. Awareness of the Furlough scheme and other pandemic 

support was also much higher than has typically been seen for other SME initiatives. 



 Overall, the impact had been felt more by smaller SMEs, those in the Hotel & Restaurant and 

Construction sectors and in the North West and East Midlands. Larger SMEs, those in Agriculture and 

Property/Business Services and in Northern Ireland appeared somewhat less affected. 

 

 Twice as many SMEs saw “the current economic climate” as a major barrier to their business (47%) 

but there has been little change for the other barriers tracked over time, such as political uncertainty 

(24%) or cash flow/late payment (19%). A new metric, “impact of the pandemic” was the new top 

barrier, cited by 68% of SMEs (and 87% of those in the Hotel & Restaurant sector). 

 Reported growth was stable in 2020 (34%) but at a lower level than in 2019 as 22% reported a 

decline. By contrast, the proportion planning to grow halved from 52% in 2019 to 24% in Q2 2020 

and across all size bands. In this challenging environment, an increasing proportion of SMEs said that 

improving profit margins was a priority (53%). 

 SMEs have responded with more innovation (42% and an increase across all size bands) and a bit less 

planning (45% with a business plan or regular management accounts, and a decline primarily 

amongst smaller SMEs) than previously seen.  

 

 Use of external finance fell to 30% in Q2 2020, and across all size bands, the lowest level recorded to 

date on SMEFM. The decline was seen in the use of core finance, notably overdrafts and credit cards, 

but there were signs in June itself of an increase in use of finance.  

 In a new question for 2020, 29% of those using finance were concerned about their ability to repay, 

up from 14% in Q1. SMEs using finance in the Hotel & Restaurant (44%) or Construction (39%) 

sectors were more concerned about their ability to repay while those with 50-249 employees were 

somewhat less concerned (19%). 

 41% of SMEs met the definition of a Permanent non-borrower, an SME with no current use of, or 

interest in, external finance, and this was in line with 2019. With lower use of finance that left a 

larger group, 29% of SMEs, that were neither using finance nor a PNB. This was due to an increase in 

Future would-be seekers which is explored later 

 In terms of other forms of funding, more SMEs were holding £10k or more in credit balances (28%) 

and there was also an increase in injections of personal funds (29%) as more felt they had to inject 

funds (18%). Use of trade credit was stable (36%) and overall a third of SMEs (32%) said their need 

for finance was reduced by their £10k+ credit balances and/or trade credit, increasing by size of 

SME. 



 Attitudes to finance were broadly stable over time with the exception of those being “cautious as 

the future feels uncertain” where agreement increased to 77%. The more general caution around 

finance remained with slightly fewer than half of SMEs (45%) happy to borrow either to grow (31%) 

or to get through the pandemic (33%). The proportion of Ambitious risk-takers (SMEs who want to 

be significantly bigger and are prepared to take risks to succeed) remained stable at a quarter of 

SMEs. 

 A new statement saw 33% agreeing that they would borrow “to get the business through the 

pandemic”, increasing by size of SME to half of those with 10-49 or 50-249 SMEs. 45% of SMEs 

agreed with either this statement or that they were “happy to borrow to grow”. 

 

 6% of SMEs reported a need for funding in the previous 12 months, which almost all acted on. 

Compared to 2019, there was more consideration of, and then applications to, the main bank (56% 

from 29%) and less self-funding. 

 69% of all applications made for new or renewed finance in the 18 months to Q2 2020 were 

successful, increasing by size of SME and higher for overdrafts than for loans. This overall success 

rate was somewhat lower than the 74% of applications that were successful in the 18 months to Q2 

2019, due to lower success rates for overdrafts and leasing. However, 89% of applications made in 

the latest quarter April-June 2020 were successful, as government backed lending schemes were 

unveiled. 

 In May-June, 26% of SMEs had approached, or were considering approaching, a finance provider 

about pandemic funding. 11% had approached their main bank – a quarter were still waiting to hear 

but 90% of applications with a response were successful. 3% had approached another finance 

provider, a similar proportion were still waiting for a response and 93% were successful – both 

success rates were slightly higher (91% and 98%) if government-backed funding was involved. 

 

 Past appetite for finance was little changed in 2020. In Q2, 14% reported any borrowing event in the 

past 12 months, 1% had been a “Would-be seeker” of finance and the largest group remained the 

Happy non-seekers (84%) who did not need or want to apply for (more) finance. 

 Looking forward however, future appetite for finance had increased. 16% planned to apply, 32% 

expected to be a Future would-be seeker and the proportion of Future happy non-seekers reduced 

to 60%. Larger SMEs were more likely to plan to apply and less likely to be a FWBS. 



 The small group of Would-be seekers in the past year continued to cite the process of borrowing 

(33%) or discouragement (26%) as reasons why they hadn’t applied. The larger group of Future 

would-be seekers continued to be focussed on the current economic climate as the reason why they 

would not apply, and to a greater degree than previously seen (82%, up from 62% in 2019). 

 Amongst those with plans to apply, confidence that the bank would say yes was lower than 

previously seen at 42% compared to 56% in 2019. Overall confidence amongst all SMEs, irrespective 

of plans, was also lower (48% from 59% in 2019) but remained higher for Future Happy non-seekers 

(53%) and lower for Future would-be seekers (38%). 

 

 Fewer SMEs are thinking the worst is still to come (38% from 51% in Q2) or that they will have no or 

little income in the next few months (45% from 60%), future growth ambition has steadied at 28% 

planning to grow (from 24%) and more SMEs are in a positive mood (score 7-10 for a “good mood” 

increased from 25% to 35%) 

 In terms of resources, more SMEs are using external finance (35%), the proportion with £10k or 

more of credit balances has increased to 34% and the proportion injecting personal funds to 32%. 

Use of trade credit is stable. 

 Appetite for finance remains higher than previously seen and the proportion approaching their bank 

for pandemic related funding has increased slightly to 14%. Fewer SMEs are still waiting to hear 

about their application and success rates for those who have heard remain high (94% from main 

bank and 86% from another provider) 

 

Other data from BVA BDRC’s Business Opinion Omnibus shows a declining proportion of businesses thinking 

things will be “normal by Christmas” (currently 34%) and the winding down of the Furlough scheme support 

will impact SME employers in the coming months. The SME Finance Monitor will continue to gather data 

each month and provide regular updates on changing SME mood and performance. 

 

 


