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Foreword

Alex Read, CEO and Founder,
Portman Finance Group

Small and medium-sized enterprises (SMEs) are
the backbone of the UK economy. They account for
more than 99% of UK businesses, employ around
17 million people, and generate over half of private
sector turnover.

Speaking as a founder of multiple businesses myself, | believe the UK has
a unique entrepreneurial spirit. Across the country, business owners are
challenging the status quo, solving problems, and creating opportunities -
whether that's a restaurant owner in Clapham bringing authentic Portuguese
cuisine to their community, an independent sportswear brand in Yorkshire, or an
advanced manufacturing firm in the Midlands supplying the aerospace sector.

These businesses are highly ambitious and resilient, but ambition alone is not
enough. To grow, businesses need access to the right tools, support, and crucially,
finance.

Yet borrowing remains one of the most misunderstood aspects of running a
business. Debt plays an important role in everyday life, and most of us will use
it at some point, whether to buy a home, purchase a car, or spread the cost of
major investments.

For businesses, finance serves a similar purpose: it can provide the capital needed
to invest and/or navigate periods of change.

“UK SMEs are missing out
onh an estimated £54 billion
in revenue due to missed
opportunities linked to a
lack of external finance”

This report does not argue that SMEs should borrow more, but rather, why
they should be receiving the right level of professional support to make
more informed decisions about finance. | believe this is a challenge of
confidence: confidence in the options available, confidence in the providers
offering them, and confidence that investment will deliver the outcomes
businesses need.

The consequences of that lack of confidence are significant. Our research
suggests UK SMEs are missing out on an estimated £54 billion in revenue
due to missed opportunities linked to a lack of external finance.'Behind that
figure are real businesses delaying expansion plans, postponing investment
in technology, pulling back recruitment, and putting growth ambitions on hold.

That is the true cost of misconfidence.

If we are serious about unlocking the next generation of SME growth, we
need a finance market that is easier to understand and better aligned to
the day-to-day realities facing businesses. By helping SMEs understand Alex Read
their options and access the right funding with confidence, we can turn
missed opportunities into investment and economic growth.

CEO and Founder

1 Calculation: 2,481,930 UK SMEs x 29.5% x £73,295 average missed revenue.
UK SME population from DBT Business Population Estimates 2025 (excluding sole traders).
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About this #2000

report

Estimated
lost annual E 5 4 b
revenue

This report explores how UK SMEs perceive external finance, the role borrowing
plays in supporting growth, the barriers that prevent businesses from accessing
funding when opportunities arise and how brokers and lenders can bridge this
gap.

Drawing on insights from 2,000 SME business owners and financial decision-
makers, the report reveals a clear tension at the heart of SME finance. While
businesses remain ambitious and increasingly recognise borrowing as a tool for
growth, confusion and a lack of trust continue to hold many back from accessing
the funding they need.

The findings show how these barriers are contributing to missed investment
opportunities, delayed growth plans, and ultimately, an estimated £54 billion in
lost revenue across the UK SME economy.
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The anatomy of One
misconfidence

TWO

Businesses increasingly recognise the role
finance can play in supporting growth, but
confusion and mistrust continue to create
barriers that prevent firms from accessing
capital.

The findings highlight four key themes that
are shaping SME finance decisions across
the UK today.

Over two-thirds (67%) of respondents say they
actually need external finance to grow their business.

The challenge therefore is not a lack of ambition,
but ensuring businesses have the confidence
and support needed to access funding when
opportunities arise.

SMEs that 0
want to grow 9 3 /
their business O

Likely to take on O
external finance 8 2 /
to support O

future growth

Identify external O
finance as a 6 7 /
requirement for O

growth

Attitudes towards debt appear to be evolving, and
increasingly, businesses see borrowing as a means
of investing in expansion and new technology.

However, concerns around financial stability,
affordability, and risk continue to shape decision-
making.

View borrowing O
primarily as a 3 6 /
strategic tool O

for growth

View borrowing O
primarily as a 1 O /
last resort O

Decision makers O
concerned about 3 6 /
taking on debt O
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Three

Missed opportunities include expansion projects,
investment in technology, the purchase of new
equipment, and hiring new staff.

When extrapolated across the UK SME population,
these missed opportunities amount to an estimated
£54 billion in lost revenue.

Missed a growth 0
opportunity 3 O /
due to a lack of O

external finance

Affected
businesses > E 7 3 k
estimate an of

lost revenue
(average)

Estimated
lost revenue E 5 4 b n
across UK

SME population

Four

While confidence in understanding finance options
appears relatively high, businesses also report
relying heavily on providers to help them choose

suitable products.

Agree that

the business
finance market
is confusing

03%

More likely to
borrow if they
better understood
their options

2/3

Identify external
finance as a
requirement for
growth

6/ 7%

Over two-thirds of
respondents say they

actually need external
finance to grow their
business.
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Chapter 1

Attitudes towards
borrowing and debt

But confidence in external finance varies across
business sizes and sectors, while many firms
continue to weigh the potential benefits of
borrowing against concerns around cost and
financial stability.

More than a third (36%) of SME financial decision
makers see borrowing primarily as a strategic tool
for growth, compared with just 10% who view it
as something to be used only when absolutely
necessary.

36%

Figure 1: How SMEs view borrowing

This mindset is also reflected in borrowing
intentions. More than half (54%) of SME leaders
have considered taking external finance within
the last three years, demonstrating that finance
is firmly part of the strategic planning process for
many businesses.

Yet attitudes vary considerably across sectors.
Transport and logistics businesses are among
the most likely to have considered external
finance in the past three years, reflecting the
capital-intensive nature of the sector and the
need to invest in high cost goods, like vehicles
and equipment. By contrast, less than one in
three (29%) in the legal sector consider external
finance, significantly less than the SME average.

10%

There are also notable differences in how finance
is used. Around a quarter of retail and hospitality
businesses say they would use external finance
to cover short-term cashflow gaps, whereas
sectors such as professional services and IT are
more likely to use it as a strategic tool for growth.

This suggests that businesses with greater
exposure to rising energy prices, inflation, and
supply chain disruption may be more likely to use
finance to manage immediate cost pressures,
while others are better placed to deploy it for
longer-term growth investment.
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Confidence is high but not

evenly distributed

Nine in ten (90%) SMEs say they are confident in
their knowledge of the financing options available
to them. However, again, this confidence is not
consistent across the SME landscape.

Smaller businesses are notably less confident
than their larger counterparts, with confidence
levels falling to 75% among firms employing
between one and nine people. This suggests
that while awareness of finance products
may be relatively widespread, some of the
smallest businesses may still lack the knowledge
or support needed to navigate the market
effectively and make informed borrowing
decisions.

Confidence also varies by sector. Businesses
operatingin arts and culture report some of the
lowest levels of confidence in understanding
finance options, at 69%. This may reflect the
unique challenges faced by these businesses,
such as irregular income streams, project-
based funding models, and a greater reliance
on grants or public funding.

As aresult, some organisations may have less
experience engaging with commercial finance
providers, potentially making the market feel
less accessible or relevant to their needs.

Cost and risk continue to
affect borrowing decisions

Despite growing appetite for borrowing,
significant barriers remain. Among businesses
that considered external finance but did not
proceed, high interest rates were the most
common reason, cited by almost half (48%)
of respondents. Concerns about taking on
debt (34%) and worries about risking the
financial stability of the business (31%) were
also major factors.

These concerns are particularly
understandable for smaller businesses,
which often have less financial flexibility and
fewer resources to absorb additional costs if
circumstances change.

For the smallest businesses employing
between one and nine people, for example,
the average amount considered was £73,000
- a substantial commitment for firms with
thinner resources.

For these firms, it's not a challenge of
accessing the finance, but whether the
perceived benefits outweigh the financial risks
associated with taking it on.

Figure 2 : Confidence levels amongst SMEs
when considering their finance options

Very confident

Quite confident

|
Neither confident

nor unconfident

|
Not very confident
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SMEs have a positive attitude towards
borrowing, with many businesses increasingly
viewing external finance as a tool for growth
rather than a last resort.

However, levels of confidence are not
consistent across SMEs, particularly among
smaller firms, and concerns around cost,
risk, and financial stability continue to affect
decision-making.

As a result, many SMEs remain caught
between ambition and caution.

Key findings:

36%

See borrowing primarily as a strategic growth tool

94 %

Considered taking external finance in the last 3 years

29%

Legal sector businesses considering finance

Transport
& Logistics

Most likely sector to have considered
finance in past 3 years

Levels of confidence
are not consistent
across SMEs,

particularly among
smaller firms.




17

‘ The Cost of Misconfidence

Portman Finance Group

Chapter 2

The economic impact

of not borrowing

Complex  application  processes, lender
rejections, and uncertainty around repayments
can all make it more difficult for businesses to
secure the finance they need.

As a result, growth opportunities are often
delayed or missed altogether.

More than nine in ten SMEs (93%) say they want
to grow their business, and while that appetite
is broad, it is not uniform.

IT & telecoms (96%), hospitality (95%), retail
(93%), and construction (93%) all report strong
growth ambitions.

However, the way finance supports that
growth differs. For retail, it may mean stock,
refurbishment, marketing, or cashflow.

For construction, it may mean equipment,
vehicles, materials or bridging the timing gap
between project costs and client payment.

For hospitality, it may mean refurbishment,
equipment, staff and resilience against volatile
input costs.

Business size also matters. Only 70% of
businesses with one to nine employees say they
want to grow, and only 42% say they are likely to
use external finance for growth.

This is not a sign that micro-businesses lack
ambition; many are simply focused on stability
and the immediate realities of running the
business.

The market therefore needs different support
models for different business sizes, rather
than assuming one growth finance message
will work for all SMEs.

Figure 3 : The growth opportunities that SMEs are missing out on because of a lack of external finance

Expansion

Fund new tech

Buy new equipment or vehicles
Cashflow to cover operational costs
Diversify your offering

Marketing or the website

Refurbishment

Hiring staff

18



The Cost of Misconfidence

Portman Finance Group

Our research found that 30% of SMEs felt they
had missed a growth opportunity due to a lack
of external finance.

Whilst the challenge varies across the SME
community, it’s clearly a barrier to growth. In the
retail sector, for example, 46% of businesses
report having missed a growth opportunity due
to a lack of external finance, significantly higher
than the national average.

This may reflect the unique pressures facing
retailers, including rising operating costs, tighter
margins, and the ongoing need to invest in new
stock.

Again, business size also appears to influence
outcomes. Interestingly, the proportion of
businesses reporting missed growth opportunities
rises with size, from 22% among firms employing
between one and nine people to 36% among
businesses with more than 250 employees.

This is likely explained by the fact that larger
organisations often have greater capital
requirements and a larger pipeline of potential
investment opportunities, meaning the
consequences of delayed or unavailable finance
may be more visible.

Across the UK, businesses in Wales are by
far the most likely to report missing a growth
opportunity due to a lack of external finance
(60%). By contrast, firms in the North East (20%),
Greater London (25%) and the South East (26%)
are among the least likely to have experienced
the same challenge.

So, if businesses largely feel confident in the
funding options available to them and many
seeitas a tool for growth, then what'’s holding
them back? The answer lies in their perception
of the market, and how negative experiences
can shape future lending appetite.

Our research found that one in five businesses
report being rejected by a bank or traditional
lender when seeking finance. While rejection is
an inevitable part of any lending process, the
figure highlights the reality that many SMEs
struggle with traditional lending channels.

Perhaps more importantly, perceptions of
rejection appear to influence behaviour
before businesses even begin the application
process.

£100,000+

£90,000 to £99,999
£80,000 to £89,999
£70,000 to £79,999
£60,000 to £69,999
£50,000 to £59,999
£40,000 to £49,999
£30,000 to £39,999
£20,000 to £29,999

£10,000 to £19,999

o

% 5%

One in five SMEs say fear of rejection was a
factor in their decision not to seek external
finance despite having the ambition to grow.
This suggests that a lack of understanding of
whether applications for finance will or won’t
get accepted plays a critical role in shaping
borrowing decisions, alongside affordability
and access.

The result is a widening gap between business
ambition and businesses’ confidence in their
ability to secure the funding required to realise
those ambitions. Many SMEs know that finance
exists, and are aware of the options available to
them, but don’t believe it is accessible.

15% 20% 25%

Figure 4 : Revenue that SMEs missed out on due to lack of external finance

30%

20
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For businesses that reported missing a growth
opportunity due to alack of external finance, the
average estimated revenue loss was £73,295.

When extrapolated across the UK SME population,
these missed growth opportunities amount to an
estimated £54 billion in missed revenue.

Behind this headline figure are thousands of
individual business stories about expansion
plans put on hold. This money could be the
difference between recruiting new members of
staff, purchasing a new delivery van, refurbishing
arestaurant or shop, investing in new machinery,
or upgrading to larger premises.

This figure should also be considered in the
context of the wider economy. £54 billion is
broadly equivalent to around 2% of UK annual
GDP, illustrating that the cumulative impact of
thousands of delayed borrowing decisions is
significant at a national level.

This would also have ripple effects across the
wider economy: investing in more efficient
equipment could help a construction firm
complete more projects. Hiring additional
staff could enable a restaurant to serve more
customers. Upgrading technology could allow
a manufacturer to increase production and
compete for larger contracts.

While not every missed opportunity would
translate directly to economic output, the
findings show that improving confidence
could help unlock billions of pounds of
additional investment and support long-term
economic growth.

More than nine in ten
SMEs (93%) say they

want to grow their
business.
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The cost of misconfidence extends far beyond
individual borrowing decisions.

When businesses delay or abandon
investment, this creates a substantial drag
cost on productivity, job creation, and wider
economy activity across the UK.

Understanding the factors that shape
borrowing decisions, and the role lenders can
play in building confidence, is therefore critical
to supporting long-term business growth.

Key findings:

30%

SMEs to have missed growth opportunity due to
lack of external finance

46%

Retail sector business missing opportunities due to
lack of external funding

29%

Legal sector businesses considering finance

One in five SMEs say
fear of rejection was a
factor in their decision

not to seek external
finance despite having
the ambition to grow.




25

‘ The Cost of Misconfidence

Portman Finance Group

Chapter 3

Lender perception
and closing the
confidence gap

SMEs are not asking whether finance is available,
but whether the provider in front of them can be
trusted, whether the terms are clear, and whether
the product actually fits the opportunity — or
pressure — they are trying to manage.

Nearly two-thirds of SMEs say it matters where
their finance comes from. That matters most in
IT & telecoms, manufacturing, finance, and retail,
where funding is often tied to specific investment
decisions such as technology, equipment, stock,
systems, or working capital.

By contrast, construction and hospitality are
less likely to prioritise provenance, suggesting
that when cost and cashflow pressures are
immediate, availability can matter more than
where they secure the money.

Regionally, source of finance matters most in
Scotland (75%), Wales (74%) and Greater London
(68%), and least in the North East (58%) and
Northern Ireland (61%).

The confidence challenge looks different
by sector, region, and business need, and
for brokers and lenders, this highlights the
importance of being able to tailor their approach
to the needs of different businesses.

High street banks remain the most trusted
source of business finance advice, but the
lead is narrow. Less than half of SMEs have
high or complete trust in high street banks
(48%). Finance brokers follow at 43%, ahead of
challenger or online banks (41%) and venture
capitalists (40%).

Yes

® NO

Unsure

Figure 5: SME feelings regarding whether it matters
where their finance comes from

This is not a rejection of brokers or alternative
lenders. In many cases, they are best placed
to compare options and find a better-fit
product than a bank can offer.

But, that trust has to be earned by being
honest with customers about their options
and clearly explaining the advantages and
trade-offs of different products.

There is also a sector education gap. Retail
and finance businesses are among the
most likely to have high or complete trustin
finance brokers (both 54%).

Construction is lower at 36%, manufacturing
at 31%, and professional services at 29%.
Some parts of the market clearly understand
and value the broker role more than others.

For brokers, that is an opportunity to explain
their role more clearly, particularly in capital-
intensive sectors where a poorly matched
facility can quickly become a drag on
cashflow.
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Friction turns
interest into
inertia

Cost is still the biggest barrier, with 42% of The sector picture shows why a one-size-fits-all

SMEs describing high interest rates as a major
barrier to accessing finance. Also important
are lack of transparency in terms (36%), lack of
trust in lenders (35%), complexity of application
processes (34%), and strict lending criteria
(34%).

These barriers reinforce one another. If eligibility
is unclear, businesses assume rejection. If
repayment terms are opaque, they assume risk.
If a previous experience was poor, they may not
try again.

fix will not work. In construction, 54% see high
interest rates as a major or very major barrier,
47% cite complexity and 47% cite lack of trust
in lenders.

In hospitality, the pressure is more evenly
spread: complexity (35%), strict criteria (34%),
and lack of tailored SME products (34%) all
weigh on borrowing decisions.

Retail has a different warning sign: 46% of
retailers say they have already missed a growth
opportunity because of a lack of external
finance, far above the 30% SME average.

40%

35%

30%

25% 30%

20% 24% 20%

15%

10%

5% %
0%

Not a barrier Minor barrier Moderate barrier Major barrier Very major barrier

Figure 6 : SMEs view on the application processes as a barrier to accessing finance
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Figure 7 : How geopolitical conflict has delayed decisions about taking on external finance

Nearly eight in ten SMEs (79%) say geopolitical
conflict has delayed decisions about taking on
external finance. However, the delays are more
often minor (48%) than significant (31%), so this
should be treated as context rather than the
whole explanation.

The impact is strongest in sectors exposed to
supply chains, labour costs, and fluctuating
demand. Construction (89%), hospitality (87%)
and retail (80%), all report high levels of delay.
Regionally, delays are most common in Northern
Ireland (88%), Greater London (85%), and the
North East (84%).

This makes it vital for brokers and lenders to take
a consultative approach with their customers.
In uncertain conditions, businesses need to
understand how a finance decision would hold
up if costs, demand, or delivery timelines move.

That means pressure-testing affordability,
repayment terms, and the commercial objective
before the application goes in.

7 9 0/ Delayed or abandoned financial decisions due to geopolitical climate.
0]

48% Yes, significant delays

31% Yes, minor delays

21% No
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SMEs are not only weighing up price; they are
weighing up trust, transparency, suitability,
and timing.

The opportunity for lenders and brokers is to
become interpreters of the market — with the
ability to translate a myriad of options into
clear, sector-relevant choices that businesses
can act on.

Key findings:

65%

Say it matters where they secure funding

(o)
48%
Less than half of SMEs have high or
complete trust in high street banks

38%

SMEs operational under five years that cited
complexity of application as a deterrent

30% of SMEs felt they
had missed a growth

opportunity due to a
lack of external finance.
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To conclude:

Building confidence
for growth

The findings throughout this report
point to a clear conclusion:

the challenge facing SMEs is not a lack of ambition,
nor is it necessarily a lack of finance itself, but a
lack of confidence.

The cost of the missed opportunity when
extrapolated across the SME landscape equates to
£54 Dpillion in lost revenue.

Businesses increasingly recognise external
finance as a tool for growth, yet many continue
to delay investment because they lack
confidence in the market, the process, or the
outcomes.

Theresultis a widening gap between ambition
and action, with consequences that extend
beyond individual businesses to the wider
UK economy.

Closing the confidence gap requires a more
consultative approach from across the market.

A more effective approach should include:

Objective, not product

Providers should begin by understanding
what the SME is trying to achieve: expansion,
equipment, cashflow, technology, recruitment,
refurbishment, or resilience. The finance
recommendation should then be linked
directly to that objective.

Create a ‘triage’ process

SMEs should be able to understand quickly
which options are likely to be suitable, which
are unlikely to work, what information will be
needed, and what the main risks are before
they commit time to a full application.

Transparency on eligibility and pricing
Fear of rejection and concern about costs
can stop businesses applying at all. Clearer
guidance on typical criteria, repayment
structures, security, personal guarantees, and
likely timelines would reduce unnecessary
drop-off.

34
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Sector-specific playbooks

Construction, retail, hospitality, manufacturing,
and IT businesses do not use finance in the
same way. Brokers and lenders should explain
use cases by sector, with examples that reflect
real operating pressures and investment cycles.

Treat a “no” as a signpost, not a dead end
Where a business is not suitable for one product
or lender, the market should make it easier
to understand why and what the next best
route might be. That is where brokers can add
particular value.

Connect finance to outcomes

The conversation should not end at approval.
Businesses need to understand how the facility
is expected to support revenue, productivity,
cashflow or resilience, and how they will judge
whether the decision has worked.

For brokers and lenders, this points to a clear
opportunity. Businesses need a partner to help
them understand which solution is right, why
it's right, and how it supports their long-term
objectives.

That starts with understanding what a business
is trying to achieve, rather than recommending
a product from the outset. It means being
transparent about eligibility, costs, and
timescales, even where the answer may not
be the one a customer was hoping for.

Ultimately, closing the confidence gap is
about ensuring that ambitious businesses
feel empowered to make informed financial
decisions.

If that can be achieved, the benefits will extend
far beyond individual firms and will unlock
greater investment and productivity across
the UK.
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I Methodology

The findings in this report are based on a survey
of 2,000 financial decision-makers across UK
SMEs, conducted in May 2026 by Censuswide.
Throughout this report, survey respondents are
referred to as ‘SMEs’ for ease.

Respondents represented a broad cross-section
of UK businesses by size and region, and were
split across the following industries:

Arts & culture IT & Telecoms
Construction Legal

Education Manufacturing
Finance Professional Services
Healthcare Retail

Hospitality Sales & Marketing

HR Transport & Logistics

The research was used to explore SME attitudes
towards borrowing and external finance, as well
as to estimate the wider economic impact of
missed opportunities resulting from a lack of
external finance.

The headline £54 billion figure is based on the
proportion of SMEs reporting missed growth
opportunities and the average revenue impact
reported by affected businesses.
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