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This report looks at the following areas:

» The impact of COVID-19 on P2P business finance and how lenders and
borrowers will react to the new market conditions.

» How the P2P business finance market will adapt to the post-COVID-19
environment.

¢ The value of individual segments in the market in 2021.

The credit environment that supported the significant growth in the P2P industry
since the early 2010s has changed with the current pandemic and end of Brexit
fransition period, as well as wider global economic uncertainty, presenting a
new challenge for lenders.

With the government-backed COVID support schemes having been
accredited to several P2P lenders over the last 12 months, MBD expects the
value of the P2P business lending market to have continued growing in 2021
and fo have risen by a cumulative 127% over the last five years — from £3.42
billion in 2017 to £7.77 billion in 2021.

The sector achieved significant growth over each of the last five years, with
estimated annual growth ranging between 10% (in 2021) and 99% (in 2017).

Mainstream banks continue to freat SMEs differently from their larger
counterparts in the terms and conditions they charge on loans — giving P2P
lenders vast business opportunities.

Furthermore, P2P lenders can still help fill the funding gap that exists for
businesses that require working capital but do not meet the criteria for the
government coronavirus support schemes.

P2P lenders continue to seek scale while also returning a profit, with several
approaches used to achieve this. These have included diversifying product
offerings and farget audiences, expanding overseas, partnerships with large
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“With simple processes and
quick approval times, P2P is
likely to remain in high
demand and at a time when
the UK is facing a looming
debt crisis, investors will seek
out more favourable non-bank
returns — presenting a major
opportunity for P2P lenders.”
- Lewis Cone, Senior B2B
Analyst
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banks, partnerships with challenger banks, creating specific funds to
encourage institutional investment and seeking banking licences.
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Lending by region

Figure 8: P2P business lending, 2021, by region, (£ million)
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Short, medium and long-term impact of COVID-19 on the
industry

Figure 9: Short, medium and long-term impact of COVID-19
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P2P business lending to rise by a quarter between 2022 and
2026

Figure 12: P2P business lending forecast, 2022-26, by market
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Property transactions will remain a key growth area for P2P
despite end of stamp duty holiday

Expanding ESG trend will provide further opportunities

THE IMPACT OF THE ECONOMY

UK economy contracts by record 9.8% in 2020 due to
COVID-enforced economic shutdowns

Figure 13: Annual GDP growth rate, 2016-21°, (% change)
Bank rate set at a record low of 0.1%

Figure 14: Bank rate, 2008-20, by date of adjustment, (%)

MARKET TRENDS

SME confidence rises, but uncertainty remains on
investment levels

Credit demand and availability turn negative for small
businesses as companies contemplate taking on more debt
Figure 15: Availability of corporate credit provided to smalll
businesses in the past three months, Q3 2015-Q2 2021, (net

percentage balance)
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Figure 16: Demand for corporate lending by small businesses
in the past three months, Q3 2015-Q2 2021, (net percentage
balance)

* New platform approval rating reaches highest level since
2018

« More P2P platforms are adopting open banking although
uptake could still improve

« P2P platforms start to become profitable

MARKET DRIVERS

» Potential flood of insolvencies expected by year-end as
government measures end, but lenders still have attractive
entry points
Figure 17: Company insolvencies in England and Wales,
2016-20, (Number)

» P2P opportunity as SMEs are still unable to obtain much-
needed finance

REGULATION AND INDUSTRY STANDARDS

* The Small Business, Enterprise and Employment Act

» The Financial Services and Markets Act 2000 (Carrying on
Regulated Activities by Way of Business) Order 2001

« FCA changes

COMPANIES AND BRANDS - KEY TAKEAWAYS

* 36H Group and Innovate Finance seek to aggregate
lending data to highlight the role the sector plays
* Funding Circle and Atom Bank partner up to provide new

funding

INDUSTRY STRUCTURE

* Industry development

* Transparency key to gaining trust

* 36H Group and Innovate Finance seek to aggregate
lending data to highlight the role the sector plays

* Leading industry analytics group to expand scope to Europe
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* New lending market share
Figure 18: Net new lending, by selected P2P lender, 2021, (£

million)
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« Ablrate launches secondary loan market exchange
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* Funding Circle and Atom Bank partner up to provide new
funding

« Kuflink launches tax tool, app, and new IFISA wrapper

COMPANY PROFILES
+ ArchOver

* Recent company activity

* Financial information
Figure 19: Financial analysis of ArchOver, 2016-20, (£ 000)

* Assetz Capital

* Recent company activity

* Financial information
Figure 20: Financial analysis of Assetz SME Capital Limited,
2018-21, (£ million)

* Folk2Folk

* Recent company activity

* Financial information
Figure 21: Financial analysis of Folk2Folk Limited, 2019-21, (£
million)

» Funding Circle

* Recent company activity

* Financial information
Figure 22: Financial analysis of Funding Circle, 2016-20, (£
million)

* Kuflink

* Recent company activity

* Financial information
Figure 23: Financial analysis of Kuflink, 2017-19, (£000)

* LendingCrowd

* Recent company activity

APPENDIX - DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

« Abbreviations

¢ Methodology

FURTHER SOURCES AND CONTACTS

+ Trade associations
« Trade magazines
» Trade events
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Mintel is the expert in what consumers want
and why. As the world’s leading market

intelligence agency, our analysis of
consumers, markets, product innovation and
competitive landscapes provides a unique
perspective on global and local economies.
Since 1972, our predictive analytics and
expert recommendations have enabled our
clients to make better business decisions faster

Our purpose is to help businesses and people
grow. To find out how we do that, visit
mintel.com.
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