
This report looks at the following areas:

•• The impact of COVID-19 and current economic conditions on commercial
borrowing and how lenders and borrowers alike have reacted to the new
conditions.

•• Whether alternative lenders can truly disrupt and obtain market share from
the mainstream lenders.

•• The value of the market in 2022 and beyond.

According to the BoE, the aggregate corporate debt to earnings ratio for UK
businesses had fallen to around 315% in 2022 Q2 – below the pandemic peak
of 345% and the global financial crisis (GFC) peak of nearly 370%.

A high level of debt among UK businesses can lead to risks to the financial
system. Higher debt levels can cause businesses to cut back on employment
and investment in the face of economic shocks. This can have a negative
impact on jobs and incomes. Banks can also take losses if businesses struggle
to pay back their loans.

The UK banking system claims that it remains strong enough to continue to
support households and businesses through this current economic period –
major UK banks and building societies were resilient to the challenges posed
by COVID-19 and their capital and liquidity positions remain strong.

There has been a general trend of positive levels of net lending since 2015 –
although some industrial sectors in the UK still experience poor credit
availability.

This has been helped by the increased availability of alternatives to lending
through the commercial banking sector for large corporates, such as the use of
capital markets. The Bank of England has reported that in addition to bank
lending and capital markets businesses continue to raise funds from alternative
sources of external finance, including P2P platforms.
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situation will mean that
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when undertaking borrowing
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Analyst
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SMEs were hit hardest by the financial crisis and have suffered due to the
closures enforced by the COVID-19 lockdowns. Their position as higher-risk
businesses means they have been affected not only by the changing risk
environment and the commercial risk assessments of banks, but also indirectly
by the tighter financial regulation of the past few years, which has discouraged
lending to higher-risk businesses.

According to the Financial Policy Committee (FPC) in December 2022, the
pressure on corporate earnings combined with a rising cost of credit will
continue to increase over 2023 and reduce companies’ ability to service their
debts.

SMEs are more likely to face pressures as they are more exposed to rising
borrowing costs than larger corporates and are more vulnerable than they
were pre-COVID, having been disproportionally impacted by the pandemic –
having increased their debt more than larger companies over that period.
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Figure 6: UK MFIs’ net loans to non-financial businesses, Q3
2020-Q3 2022, by size of business (£ million, not seasonally
adjusted)

• Outstanding loan amounts remain largely stable but remain
above pandemic levels
Figure 7: UK total loan amounts outstanding to MFIs from non-
financial businesses, November 2020-October 2022, by size
of business (£ million, not seasonally adjusted)
Figure 8: M4 loan amounts outstanding from PNFCs,
November 2020-October 2022, (£ million, not seasonally
adjusted)

Figure 9: UK total loan amounts outstanding to SMEs, by
industrial sector, October 2022, (£ billion, not seasonally
adjusted)
Figure 10: UK total loan amounts outstanding to large
businesses, by industrial sector, October 2022, (£ billion, not
seasonally adjusted)

• Alternative finance
• P2P business lending
• Assetz Capital rules P2P business sector, but lends less than

it did in 2021
Figure 11: Net new lending, by selected P2P lender, January-
November 2022, (£ million)

• Bridging finance
Figure 12: UK bridging loans market value, in aggregated
loan balances, 2018-22, (£ billion and % annual change)

• Commercial property (real estate) finance
• Total outstanding debt falls to three-year low in 2021

Figure 13: Aggregated value of outstanding debt in loan
books secured on UK commercial property, 2018-22, (£
billion)

• New lending rose by 48% in 2021 but is likely to have fallen
in 2022
Figure 14: Gross value of annual loan originations, 2018-22, (£
billion)

• SME finance
• SME funding gap
• Almost a third of SMEs have used credit cards, although a

quarter have not used any finance
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Figure 15: SME lending, by type of finance, 2021, (%)
• Value of SME loan balances builds on previous year’s

growth in 2021
Figure 16: Value of SME loans outstanding, by region, 2017-21,
(£ million)

• Five-year outlook for commercial borrowing
Figure 17: Five-year outlook for commercial borrowing,
2023-27

• Learnings from the last recession
Figure 18: Industry performance following the last recession,
2012-16, (£ million)

• Gross lending expected to fall by an annual average of
0.3% between 2023 and 2027
Figure 19: Forecast UK MFIs’ gross lending to non-financial
businesses, 2023-27, (£ million, not seasonally Adjusted)

• Loan write-offs to rise in 2023 and 2024 before subsiding
Figure 20: Write-offs of loans to PNFCs from banks and
building societies, 2022-26 (£ million, not seasonally
adjusted)

• Recession fears emerge as growth remains precarious
Figure 21: Annual GDP growth rate, 2017-22*, (annual %
Change)

• Bank Rate rises for the eighth time in 2022 as inflationary
pressures continue
Figure 22: Bank Rate, by date of adjustment, 2008-22, (%)

• Business confidence remains negative as recession looms
Figure 23: Business confidence index, per half-year, Q1
2016-Q4 2022, (index figure)

• Write-offs on loans to NFCs rose in 2021 but are likely to fall
in 2022
Figure 24: Write-offs of loans to PNFCs from banks and
building societies, 2017-22*, (£ million, not seasonally
adjusted)

• Credit availability and demand fall in Q3 2022 with both
expected to remain low in Q4 except in demand from small
businesses

MARKET FORECAST

THE IMPACT OF THE ECONOMY

MARKET TRENDS
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Figure 25: Availability of corporate credit to PNFCs in the
past three months, By business size, Q4 2016-Q3 2022, (net
percentage balance)
Figure 26: Demand for corporate credit by PNFCs in the past
three months, By business size, Q4 2016-Q3 2022, (net
percentage balance)

• Commercial lending rates surge in H2 2022
Figure 27: Average interest rate for UK MFI new advances to
PNFCs, at October in 2018-22, (% not seasonally adjusted)

• Major firms working together to drive ‘green’ investment

• Banks and businesses continue to adapt to post-Brexit
environment whilst financial services still await new
regulation

• UK’s financial position in the EU
• Job relocations as a result of Brexit
• Company insolvencies rise as debt repayments grow

alongside increasing cost burden
Figure 28: Company insolvencies in England and Wales,
2017-22*, (number and % annual change)

• Commercial property transactions significantly rise in 2021,
but hybrid working patterns likely to subdue growth
Figure 29: Number of non-residential property transactions,
2017-21, (number, seasonally adjusted)

• Private sector profitability stabilises but business investment
weakens
Figure 30: UK PNFCs average annual net rate of return,
2017-21, (% rate of return)
Figure 31: UK total business investment, 2017-21, (chained
volume measures and not seasonally adjusted, £ billion)

• Both inward and domestic M&A deals rise in 2021, but have
fallen over 2022
Figure 32: Mergers and acquisitions of UK companies,
2017-21, (number of companies)

• Government schemes
• The COVID-19 business support schemes
• British Business Bank
• Business Finance Support Finder
• Bank of England Stress Test

• Industry development

MARKET DRIVERS

INDUSTRY STRUCTURE
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• Several lenders secure new institutional funding lines
• Experian launches tool to detect fraudulent credit

applications and transactions
• FCA instructs banks to treat in-debt SMEs fairly

• NatWest partners with StepChange to offer debt advice
• Brickflow launches platform to improve the sourcing of

loans for development finance
• Validis and Aryza launch open finance solution to help

lenders obtain better quality financial data from borrowers
• Cambridge & Counties Bank launches VAT loan for

commercial properties

• Barclays Bank PLC
• Recent company activity
• Financial information

Figure 33: Financial analysis of Barclays Bank PLC, 2017-21, (£
million)

• Funding Circle
• Recent company activity
• Financial information

Figure 34: Financial analysis of Funding Circle, 2017-21, (£
million)

• HSBC Bank plc
• Recent company activity
• Financial information

Figure 35: Financial analysis of HSBC Bank, 2017-21, (£ million)
• Lloyds Banking Group
• Recent company activity
• Financial information

Figure 36: Financial analysis of Lloyds Banking Group, 2017-21,
(£ million)

• NatWest Group plc
• Recent company activity
• Financial information

Figure 37: Financial analysis of NatWest Group, 2017-21, (£
million)

• Santander UK plc
• Recent company activity
• Financial information

COMPETITIVE STRATEGIES

COMPANY PROFILES
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Figure 38: Financial analysis of Santander UK plc, 2017-21, (£
million)

• Shawbrook Bank
• Recent company activity
• Financial Information

Figure 39: Financial analysis of Shawbrook Bank, 2017-21, (£
million)

• Abbreviations
• Methodology

• Trade Associations
• Trade Magazines
• Trade Exhibitions

APPENDIX – DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

FURTHER SOURCES AND CONTACTS
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About Mintel
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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