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8. The outcome  
of the  
application/ 
renewal 

 

 

 

 

 

 

 

 

 

 

 
 
This chapter details 
what happened when the application for the new/renewed facility was 

made. It covers the bank’s initial response through to the final outcome. 
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Key findings 
The success rate for aall ll  applications (new/renewed loan or overdraft 
facilities) is improving over time. It was 76% for applications made in the 
18 months to Q4 2014, compared to 67% for the 18 months to Q4 2013  

Almost all loan/overdraft renewals were successful (99% for the 18 
months to Q4 2014). Success rates for new money were somewhat lower 
(62%) but have improved steadily since Q3 2013, improving the overall 
success rate. Those who had borrowed before were more likely to be 
successful in their application for new funds (73% for applications to date 
in 2014) than first time applicants (57%) but after previous declines the 
success rates for both groups are now higher than in 2013 

The initial response to 72% of overdraft applications and 53% of loan 
applications was to offer the applicant what they wanted, and such 
applicants were typically larger, more established SMEs with a minimal risk 
rating. Loan applicants were twice as likely as overdraft applicants to be 
met with an initial decline (32% v 16%) and this was more likely to be the 
case for smaller, younger SMEs and those applying for their first facility 

At the end of the process, 81% of overdraft applicants in the 18 months to 
Q4 2013 had a facility (70% were offered what they wanted and took it 
while 11% had their facility ‘after issues’). Amongst those applying for a 
loan over the same period 65% had a facility (49% were offered what they 
wanted and took it while 16% had their facility ‘after issues’) 
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The proportion of overdraft applicants ending the process with a facility 
has improved steadily over time (it was 74% for the 18 months to Q4 
2013). Smaller applicants and those applying for the first time remained 
less likely to be successful than other applicants but their success rates 
have increased. Analysis by the type of applicant shows that the recent 
increase in overdraft success rates is not entirely explained by the profile 
of applicants and that since the start of 2014, the actual success rate has 
been ahead of the predicted success rate by a widening margin 

The proportion of loan applicants ending the process with a facility has 
also improved somewhat over time (it was 58% for the 18 months to Q4 
2013). Those applying for the first time remained less likely to be 
successful than other applicants but their success rates have increased. 
Analysis by the type of applicant shows that the recent increase in loan 
success rates is partly explained by the profile of applicants – of the most 
recent four quarters, two have had a higher success rate than predicted  
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This chapter follows the application ‘journey’ 
from the initial response from the bank to the 
final decision. More detailed analysis is 
provided of the final outcome over time, and 
also the experiences of those applying for new 
funding compared to those seeking a renewal 
of existing facilities. Note that, unless 
specifically stated, this data does not include 
the automatic renewal of overdrafts, and that, 
as already explained, data for applications 

reported as having taken place in 2014 remains 
interim. 

6% of loan and 5% of overdraft applicants in 
the 18 months to Q4 2014 had not received a 
response to their application by the time of our 
survey. Details of these applications were 
included in the data in the preceding chapter 
but are excluded from the remainder of this 
analysis. 

 

The final outcome – all loan and overdraft applications to date 

Before looking in detail at the individual loan and overdraft journeys, data is provided on the outcome 
of aa ll ll  Type 1 applications, both loan and overdraft, since Q1 2012. Full data on all applications since 
the SME Finance Monitor started can be found in the charts at the end of this report. For the 18 months 
to Q4 2014, 76% of all applications were successful and this success rate is improving over time (it was 
67% for the 18 months to Q4 2013): 

Final outcome 
(Overdraft+Loan):  
SMEs seeking 
new/renewed facility - By 
date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee ::   994433  665500  554444  667744  667788  554488  553311  558899  447711  446644  223399  

Offered what wanted and 
took it 

55% 54% 51% 58% 51% 43% 62% 56% 62% 68% 76% 

Took facility after issues** 12% 14% 17% 17% 13% 15% 11% 16% 16% 10% 11% 

HHaavvee  ffaacc ii ll ii ttyy   ((aannyy))   6677%%  6688%%  6688%%  7755%%  6644%%  5588%%  7733%%  7722%%  7788%%  7788%%  8877%%  

Took another form of 
funding 

4% 3% 6% 4% 7% 8% 4% 6% 9% 4% 2% 

No facility 28% 29% 26% 21% 30% 33% 23% 23% 13% 18% 12% 

Final outcome of overdraft/loan application by date of application: * indicates interim results as data is still being gathered on 
events in these quarters. ** typically the amount initially offered or the terms and conditions relating to the proposed facility 
such as security, the interest rate or the fee 



125 

 

 

The table shows that, following a slight ‘dip’ in 
success rates in Q1 and Q2 2013, success rates 
for applications made in recent quarters have 
improved steadily over time to around 8 in 10 
applicants having a facility (albeit the results 
for the most recent quarters are still based on 
interim data). 

The further analysis model suggests that the 
increased success rate for overdrafts is not a 
reflection of the profile of applicants in those 
quarters, with success rates for applications 
made in 2014 above those predicted by the 
model. For loans the picture is more mixed. The 
model predicts slightly higher success rates for 
recent quarters based on the profile of 
applicants, which have been exceeded in 2 of 
the last 4 quarters for which robust data is 
available.  

Analysis in previous reports has shown that the 
outcome of applications reported initially for a 
given quarter can be quite different from those 
reported subsequently as more data is 
gathered, and results for the most recent 
quarters should always be viewed in this 
context.  

Further analysis of all Type 1 applications 
(i.e.loan plus overdraft) is provided later in this 
chapter, with an analysis of the different 
experiences of first time applicants compared 
to those seeking other new finance or a 
renewal of existing facilities. Before that 
analysis, the next sections provide more detail 
on overdraft applications specifically, and then 
on loan applications.
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How SMEs got to the final outcome – the initial response from the bank 
This analysis is based on the revised definition of SMEs that made an application for a new or renewed 
loan or overdraft facility during the 18 months from Q3 2013 to Q4 2014 (irrespective of when they 
were interviewed) who have received a response from the bank.  

The tables below record the initial response from the bank to applications made in this period. The 
initial response to 72% of overdraft applications was to offer the SME what it wanted, compared to 
53% of loan applications. Larger SMEs remained much more likely to have been offered what they 
wanted at this initial stage: 

Initial response (Overdraft):  
Sought new/renewed facility Q3 13- Q4 14 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  115522  556633  660055  225533  

Offered what wanted 72% 67% 76% 83% 90% 

Offered less than wanted 6% 6% 6% 5% 3% 

Offered unfavourable terms & conditions 6% 7% 5% 6% 2% 

Declined by bank 16% 20% 12% 6% 4% 

Q63 All SMEs seeking new/renewed overdraft facility that have had response 

Initial response (Loan):  
Sought new/renewed facility Q3 13- Q4 14 

Total 0 emps 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   882200  8811**   226699  331177  115533  

Offered what wanted 53% 49% 57% 73% 84% 

Offered less than wanted 7% 6% 9% 3% 6% 

Offered unfavourable terms & conditions 8% 9% 5% 10% 3% 

Declined by bank 32% 36% 29% 13% 6% 

Q158 All SMEs seeking new/renewed loan facility that have had response 

Amongst applicants with employees, 77% were initially offered the overdraft they wanted and 60% the 
loan they wanted. Such applicants were less likely to have been declined at this stage – 11% of 
overdraft applicants with employees were initially declined by the bank, and 26% of loan applicants 
with employees. 
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SMEs more likely to be initially offered what 
they wanted included those applying to renew 
an existing overdraft (90% were offered what 
they wanted) or loan (88%), and those with a 
minimal external risk rating (90% were offered 
the overdraft they wanted, 72% the loan). 

SMEs more likely to be met with an initial 
decline included those applying for their first 
ever overdraft (39% were initially declined) or 
loan (41%) or with a worse than average 
external risk rating (26% initially declined if 

applying for an overdraft, 42% if applying for  
a loan). 

The table below looks at the initial response to 
overdraft applications over time by date of 
application. This shows that up until the middle 
of 2013, around 6 in 10 applicants were initially 
offered what they wanted. Since then, the 
proportion has increased and is closer to 8 in 10 
for the most recent quarters. Application data 
for 2014 is of course interim at this stage and 
will be monitored as more data is gathered: 

 

Initial response:  
SMEs seeking 
new/renewed 
overdraft facility – by 
date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee  
((OOvveerrddrraaff tt )) ::   

665566  442255  335555  445522  446666  337722  334488  337799  331155  229988  116655  

Offered what wanted 
and took it 

59% 61% 63% 63% 57% 57% 72% 65% 72% 76% 79% 

Any issues (amount 
or T&C) 

13% 11% 14% 16% 8% 14% 17% 12% 15% 9% 4% 

Declined overdraft 27% 28% 23% 21% 35% 29% 11% 23% 13% 15% 17% 

Initial outcome of overdraft application by date of application: * indicates interim results as data is still being gathered on 
events in these quarters 
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With fewer loan applications made each quarter, it is harder to discern a pattern over time. As with the 
data on overdrafts, the most recent data for 2014 is still interim: 

Initial response:  
SMEs seeking 
new/renewed loan 
facility – by date of 
application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

UUnnwweeiigghhtteedd  bbaassee  
((LLooaann))   

228877  222255  118899  222222  221122  117766  118833  221100  115566  116666  

Offered what wanted 
and took it 

56% 47% 36% 51% 49% 28% 53% 45% 53% 59% 

Any issues (amount 
or T&C) 

7% 16% 15% 18% 14% 6% 16% 20% 9% 8% 

Declined loan 37% 37% 49% 30% 37% 65% 31% 35% 37% 33% 

Initial outcome of loan application by date of application: * indicates interim results as data is still being gathered on events in 
these quarters 

No further analysis has been undertaken on these initial responses to applications, as analysis by date 
of application shows a fairly consistent pattern between initial response and final outcome. The report 
concentrates instead on providing more analysis of the final outcome of the applications and how this 
has changed over time. 
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The subsequent journey  
The next section of this chapter describes what happened after the initial response from the bank, up 
to and including the final outcome of the application. This is reported first for overdrafts and then for 
loans and, unless otherwise stated, is based on all Type 1 overdraft / loan applications sought Q3 2013 
to Q4 2014, where data is currently available. 

Before the detail is discussed of what happened after each of the possible initial responses, the 
‘journeys’ are summarised below. 7 out of 10 overdraft applicants (69%) and 5 out of 10 loan 
applicants (48%) were offered the facility they wanted and went on to take it with no issues:  

Journey summary 
All seeking facility Q3 2013 to Q4 2014 

Overdraft Loan 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  882200  

Initially offered what they wanted and went on to take the facility with no 
issues 

69% 48% 

Initially offered what they wanted, but had ‘issues’ before they got facility 1% 4% 

Had issues with the initial offer, and now have a facility ‘after issues’ 8% 11% 

Were initially turned down, but now have a facility  1% 2% 

Had issues with the initial offer made so took alternative funding instead 1% * 

Were initially turned down, so took alternative funding instead 4% 7% 

Initially offered what wanted but now have no facility at all - * 

Had issues with the initial offer made and now have no facility at all 4% 4% 

Initially turned down and now have no facility at all 12% 22% 

Q63/158 All SMEs seeking new/renewed overdraft or loan facility that have had response 

83% of those overdraft applicants who ended the process with no facility had been declined by the 
bank initially, while the remaining 17% were made an offer but in the end did not take the facility. This 
is the equivalent of 4% of all overdraft applicants in the last 18 months receiving the offer of an 
overdraft but ending the process with no facility. 

For loans, 83% of the applicants who ended the process with no facility had also been initially declined by 
the bank, leaving 17% that were made an offer but in the end did not take the facility – this is the 
equivalent of 4% of all loan applicants in the last 18 months receiving the offer of a loan but ending the 
process with no facility. 
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Profile of overdraft applicants by initial response  

The profile of overdraft applicants receiving each initial answer from their bank varied: 

Initial offer Profile – all seeking overdraft Q3 2013 to Q4 2014 

Those offered what 
wanted (72% of 
applicants) 

 

These SMEs were typically larger and well established: they were more likely 
to have been in business for 15+ years (45% v 38% of all overdraft 
applicants) and very few were Starts (9% v 17% of all overdraft applicants). 
They were also more likely to have a minimal or low risk rating (32% v 26% 
of all overdraft applicants). 

They were the least likely to be applying for their first overdraft (14% v 23% 
of all overdraft applicants) and more likely to be seeking a facility in excess 
of £25,000 (28% v 24% of all overdraft applicants).  

Those offered less 
than wanted (6% of 
applicants) 

 

These SMEs were younger and seeking a smaller overdraft: They were more 
likely to be a Start (38% v 17% of all overdraft applicants) and to have a 
worse than average risk rating (62% v 46% of all overdraft applicants). 55% 
were 0 employee SMEs v 54% of all overdraft applicants.  

They were more likely to be looking to increase an existing overdraft (24% v 
16% of all overdraft applicants) with 54% seeking a facility of £5,000 or less 
(v 35% of all overdraft applicants). 

Those offered 
unfavourable T&C 
(6% of applicants) 

 

These SMEs were more likely to be 0 employee SMEs (61% v 54% of all overdraft 
applicants), to have an average external risk rating (42% v 27% of all overdraft 
applicants and to be a Start (27% v 17% of all overdraft applicants).  

They were typically either seeking their first overdraft facility (37% v 23% of 
all overdraft applicants) or looking to renew an existing facility (43% v 48% 
of all overdraft applicants) and unlikely to be extending an existing facility 
(5% v 16% of all overdraft applicants). They were likely to be seeking a 
facility of £5,000 or less (47% v 35% of all overdraft applicants), although 
27% were looking for £25,000+ (v 24% of all overdraft applicants). 

Those initially 
declined (16% of all 
applicants) 

 

These SMEs continue to have a more distinctive profile: 68% were 0 
employee SMEs (v 54% of all overdraft applicants) and 73% had a worse 
than average external risk rating (v 46% of all overdraft applicants). 17% 
had been in business for 15 years or more (v 38% of all overdraft applicants) 

57% were seeking their first overdraft facility (v 23% of all overdraft 
applicants) and just 9% were looking for more than £25,000 (v 24% of all 
overdraft applicants.  
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The subsequent journey – those who received an offer of an 
overdraft  
Summarised below for all applications made in the 18 months Q3 2013 to Q4 2014 (and reported to 
date), is what happened after the bank’s initial response to the overdraft application and any issues 
around the application. Base sizes for some groups remain small: 

Initial offer Subsequent events - all seeking overdraft Q3 2013 to Q4 2014 

Offered what wanted 
(72% of applicants) 
Q64-65 

98% of those offered what they wanted went on to take their facility with 
no issues. 2% experienced a delay or issue, typically supplying further 
information, or waiting for valuations/legal work to be completed.  

Issue: Offered less 
than wanted (6% of 
applicants) 
Q85-95 

These SMEs were typically offered 40-90% of what they had asked for (no 
clear pattern over time on a small base). 

New answer codes of reasons for being offered less than they wanted were 
added in Q1 2014, meaning that answers given by those interviewed in 2013 
are not directly comparable with those interviewed more recently. The 2014 
answers are shown below: 

8% said they were not given a reason for being offered less (excluding those 
who couldn’t remember).  

The main reasons given were: 

• credit history issues – 34% of those offered less than they wanted 

• a need for more equity in the business (31%) 

• no / insufficient security (16%) or applied for too much (6%)   

• 5% of applicants interviewed in 2014 said the bank offered them less 
due to the affordability of repayments (a new code). 

15% said that they had not been offered advice by their lender at this stage. 
29% received advice they rated as good, while 38% thought it was poor. 
Sample sizes are limited but qualitatively, in 2014, such applicants were 
more likely to be offered advice and to rate it as good. 

19% managed to negotiate a higher facility at the original bank, and 2% at 
another bank. 51% ended up accepting the original offer made by the bank, 
while 3% accepted an offer at another bank for the same amount. 3% took 
some other form of funding while 22% ended the process with no facility at all.  

9 out of 10 of those who now have an overdraft obtained at least half of  
the amount they had originally sought, typically in line with the bank’s  
initial response.  
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Initial bank response Subsequent events – all seeking overdraft Q3 2013 to Q4 2014 

Issue: Offered 
unfavourable T&C 
(6% of applicants) 
Q96-97 

The ‘unfavourable’ terms and conditions were most likely to relate to: 

• the proposed fee – 53% of those offered what they saw as unfavourable 
T&C 

• the proposed interest rate – 23% of these applicants 

• security (the amount, type sought or cost of putting it in place) – 
mentioned by 24% of these applicants. 

The fee continued to be mentioned more by smaller applicants, and security 
by larger applicants.  

21% of applicants offered what they saw as unfavourable terms and 
conditions said they managed to negotiate a better deal than the one 
originally offered – 18% at the bank they had originally applied to and 3% at 
another bank. 49% accepted the deal they were offered (almost all at the 
original bank). 13% took other funding, while 29% decided not to proceed 
with an overdraft.  
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The subsequent journey – those who were declined for an overdraft 
The table below details the subsequent journey of those whose overdraft application was initially 
declined (16% of all applicants): 

Initially declined Subsequent events – all seeking overdraft Q3 2013 to Q4 2014 

Reasons for decline 

Q70 

 

New answer codes for the reasons behind the initial decline were added in Q1 
2014, meaning that answers given by those interviewed in 2013 are not 
directly comparable with those interviewed in 2014. Answers provided in 2014 
are shown below. 

14% of those initially declined said that they had not been given a reason 
(excluding those who could not remember the reasons given):  

• 42% said the decline related to their personal and/or business credit 
history  

• 4% mentioned issues around security  

• Also mentioned were too much existing borrowing, a weak balance 
sheet or asking for too little  

• 2% of those interviewed in 2014 gave the new answer code that the 
bank did not think they could afford the repayments. 

How decline was 
communicated 

Q70a-b 

These questions were not asked in 2014. 

Advice and 
alternatives 

Q71-80 

10% of those initially declined said that the bank had either offered them an 
alternative form of funding to the declined overdraft, or suggested alternative 
sources of external finance. Where an alternative was offered, this was most 
likely to be invoice finance, a credit card, or occasionally a loan. 

Two-thirds thought the advice offered by their lender at that stage had been 
poor (62%), while 13% said that it had been good and 13% said they were not 
offered any advice (with little variation by size). On limited base sizes there is 
no clear pattern for being offered advice over time, but such advice was more 
likely to be rated as good in 2014. 

More generally, 4% of those initially declined reported that they had been 
referred to sources of help or advice by the bank, while a further 4% sought 
their own external advice without a recommendation. On a small base of 
advice seekers, 6 out of 10 had found this external advice useful. 
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Initially declined Subsequent events – all seeking overdraft Q3 2013 to Q4 2014 

Appeals 

Q73-75 

From April 2011, a new appeals procedure has been in operation. 17% of 
applicants initially declined Q3 2013 to Q4 2014 said they were made aware 
of the appeals process (excluding DK) – 12% by their bank and 5% by 
someone else.  

There are some indications that awareness of appeals is increasing: 
amongst those applying in 2012, 13% said that they were made aware  
of the appeals process. For 2013 the figure was 17%, and for 2014 to  
date 25%. 

15% of those made aware said that they went on to appeal, representing 
around 2% of those initially declined. This means that 3 SMEs interviewed for 
the Monitor in this period had appealed and in all 3 cases the bank had not 
changed its decision. Those that were aware of the appeals process but had not 
appealed typically said they did not think it would have changed anything. 

Taking a longer term view, of all overdraft applications reported since Q3 
2012, 16 SMEs have appealed. In 3 instances the bank changed its decision, 
in 10 the original decision was upheld and 3 were still waiting to hear at the 
time of interview. 

 Outcome 

Q81-84 

At the end of this period, 70% of applicants initially declined had no funding 
at all, and this was more likely if the applicant was a smaller SME (70% v 
47%). 9% of the SMEs initially declined had managed to secure an overdraft, 
typically with the original bank rather than an alternative supplier. 
Qualitatively these SMEs manage to secure 80% or more of the funding they 
had initially sought.  

Some secured alternative funding (21%), with mentions of friends/family, 
personal borrowing or a loan. 
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The final outcome – overdraft 
At the end of the various ‘journeys’ described 
above, respondents reported on the final 
outcome of their application for a new or 
renewed overdraft facility. This section is based 
on the revised definition of SMEs that made an 
application and had received a response for a 
new or renewed overdraft facility during the 
most recent 18 month period of Q3 2013 to Q4 
2014, irrespective of when they were 
interviewed. 

Most of these applicants, 70%, had the 
overdraft facility they wanted, and a further 
11% secured an overdraft after having issues 
related to the amount or the terms and 
conditions of the bank’s offer. 14% of all 
applicants ended the process with no overdraft. 
Note that this table does nnoott  include 
automatically renewed overdrafts.

Final outcome (Overdraft):  
Sought new/renewed facility Q3 13- Q4 14 

All overdraft  
Type 1 applicants 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  

Offered what wanted and took it 70% 

Took overdraft after issues 11% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   8811%%  

Took another form of funding 4% 

No facility 14% 

All SMEs seeking new/renewed overdraft facility that have had response 

Before looking at the detailed results for 
overdraft applications made in the latest 18 
month period, the summary table below 
records the proportion who ‘Have overdraft 
(any)’ for a series of 18 month periods, 
stretching back to Q2 2013, by key 
demographics. As already explained, for the 
more recent 18 month periods (from Q4 2012 - 
Q1 2014 onwards), data is still being added as 
respondents in Q1 2015 will be able to report 
on an application made from Q1 2014 onwards.  

This table shows a steady improvement in 
overdraft success rates over recent 18 month 
periods, to 81% for the current period, which is 
the highest recorded to date on the SME 
Finance Monitor. The improvement is driven by 
applicants with fewer than 10 employees, while 
success rates for larger applicants remain 
higher and more stable. There has also been an 
improvement in the success rate amongst first 
time applicants, currently 49%, albeit they 
remain less likely to be successful than other 
applicants.
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% of applicants ending process 
with overdraft facility  

18 month periods 

Over time – row percentages  

By 18 month period of 
application  

Q1 12 
Q2 13  

Q2 12 
Q3 13 

Q3 12 
Q4 13 

Q4 12 
Q1 14*  

Q1 13 
Q2 14* 

Q2 13 
Q3 14* 

Q3 13 
Q4 14* 

AAll ll   SSMMEEss   7722%%  7744%%  7744%%  7755%%  7766%%  8800%%  8811%%  

0 employee 66% 68% 68% 69% 69% 74% 75% 

1-9 employees 77% 78% 79% 81% 83% 86% 87% 

10-49 employees 90% 91% 91% 91% 92% 92% 93% 

50-249 employees 96% 96% 96% 96% 96% 96% 96% 

Minimal external risk rating 96% 97% 96% 95% 95% 95% 96% 

Low external risk rating 85% 91% 91% 90% 91% 90% 91% 

Average external risk rating 84% 83% 83% 83% 82% 89% 90% 

Worse than average external 
risk rating 

61% 60% 59% 63% 63% 66% 68% 

Agriculture 91% 91% 90% 88% 90% 91% 91% 

Manufacturing 78% 70% 71% 68% 68% 72% 72% 

Construction 65% 68% 75% 77% 79% 84% 85% 

Wholesale/Retail 74% 73% 69% 72% 70% 71% 74% 

Hotels & Restaurants  63% 62% 65% 70% 73% 77% 82% 

Transport 48% 51% 53% 54% 54% 62% 67% 

Property/Business Services etc. 73% 73% 71% 74% 76% 79% 77% 

Health 82% 84% 87% 87% 88% 88% 95% 

Other Community 79% 95% 94% 93% 94% 95% 95% 

First time applicants 36% 34% 34% 37% 40% 44% 49% 

Increasing an existing facility 78% 78% 78% 75% 73% 78% 76% 

Renewals 94% 97% 98% 99% 99% 99% 99% 

All SMEs applying for an overdraft in the period specified, base size varies by category
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Overdraft final outcome - applications made Q3 2013 to Q4 2014 

By size of business, overdraft applicants with more than 10 employees remained the most likely to 
have been offered, and taken, the overdraft they wanted and so were more likely now to have a 
facility. 1 in 5 applicants with 0 employees ended the process with no facility: 

Final outcome (Overdraft):  
Sought new/renewed facility Q3 13- Q4 14 

Total 0 emp 1-9 emps 10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  115522  556633  660055  225533  

Offered what wanted and took it 70% 66% 74% 80% 87% 

Took overdraft after issues 11% 10% 13% 13% 8% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   8811%%  7766%%  8877%%  9933%%  9955%%  

Took another form of funding 4% 5% 3% 2% 1% 

No facility 14% 19% 9% 5% 3% 

All SMEs seeking new/renewed overdraft facility that have had response 

Amongst applicants with employees, 88% ended the process with an overdraft facility (75% offered 
what they wanted and 13% had an overdraft after issues). 9% ended the process with no overdraft. 

Analysis of the final outcome by external risk rating showed a clear difference for those rated a worse 
than average risk, where a quarter ended their journey with no facility at all: 

Final outcome (Overdraft):  
Sought new/renewed facility Q3 13- Q4 14 

Total Min  Low Average Worse/Avge 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  222299  444400  440066  338833  

Offered what wanted and took it 70% 87% 79% 74% 59% 

Took overdraft after issues 11% 9% 12% 16% 9% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   8811%%  9966%%  9911%%  9900%%  6688%%  

Took another form of funding 4% 2% 5% 1% 7% 

No facility 14% 2% 4% 9% 25% 

All SMEs seeking new/renewed overdraft facility that have had response 
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There were also some clear differences in success rate by sector, with applicants in Transport 
remaining the least likely to have been successful (66%), and those in Agriculture still more likely 
(91%), together with those in the Health (96%) and Other Community sectors (95%):  

Final outcome 
(Overdraft):  
Sought 
new/renewed 
facility Q3 13- Q4 14 

Agric Mfg Constr Whle 
Retail 

Hotel 
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  bbaassee ::   118855  118811  228844  117755  110044  112233  224499  110099  116633  

Offered what 
wanted and took it 

83% 58% 76% 60% 68% 63% 66% 65% 87% 

Took overdraft after 
issues 

8% 15% 9% 14% 14% 3% 11% 31% 8% 

HHaavvee  oovveerrddrraaff tt   
((aannyy))   

9911%%  7733%%  8855%%  7744%%  8822%%  6666%%  7777%%  9966%%  9955%%  

Took another form 
of funding 

2% 11% 5% 2% 5% 6% 4% 3% 2% 

No facility 6% 16% 10% 25% 13% 27% 19% 2% 3% 

All SMEs seeking new/renewed overdraft facility that have had response 
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Mention has already been made in this report of the differences between applications for first time, 
increased or renewed overdrafts. First time applicants remain more likely than others to end the 
process with no facility (45%) but the success rate for first time applicants, at 49%, is higher than has 
been seen in recent periods:  

Final outcome (Overdraft):  
Sought new/renewed facility Q3 13- Q4 14 

Total 1st 
overdraft 

Increased 
overdraft 

Renew 
overdraft 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  117777  223388  995566  

Offered what wanted and took it 70% 43% 61% 89% 

Took overdraft after issues 11% 6% 15% 10% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   8811%%  4499%%  7766%%  9999%%  

Took another form of funding 4% 6% 16% * 

No facility 14% 45% 8% 1% 

All SMEs seeking new/renewed overdraft facility that have had response (does not include automatic renewals) 

 

The final piece of combined analysis for applications made in the 18 months to Q4 2014 shows 
outcome by age of business. The older the business, the more likely they were to have been offered 
what they wanted. Starts were the least likely to have been successful, and this is closely linked to the 
table above - 46% of these Starts were looking for their first overdraft while a third (30%) of all the first 
time applications above were made by Starts: 

Final outcome (Overdraft):  
Sought new/renewed facility Q3 13- Q4 14 

By age of business 

Starts 2-5 yrs 6-9 yrs 10-15 yrs 15+ yrs 

UUnnwweeiigghhtteedd  bbaassee ::   111133  113388  116677  226666  888899  

Offered what wanted and took it 40% 63% 76% 76% 82% 

Took overdraft after issues 22% 7% 14% 7% 9% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   6622%%  7700%%  9900%%  8833%%  9911%%  

Took another form of funding 5% 7% 2% 7% 2% 

No facility 33% 22% 9% 9% 7% 

All SMEs seeking new/renewed overdraft facility that have had response 
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The proportion of Starts with a facility ‘after issues’ is higher than in previous periods due to a higher 
proportion with this outcome for applications made in 2014. This though is still interim data and will be 
monitored over time. 

 

The proportion of applications/renewals made for £5,000 or less increased over the course of 2010 and 
2011 to half of all applications. Since then the proportion of applications made for £5,000 or less has 
declined steadily and is currently 34% of applications made in 2014 to date.  

A qualitative assessment of overdraft outcome by amount aappppll iieedd  ffoorr  over time shows that: 

• The outcome for those applying for larger overdrafts (£25,000+) was fairly consistent over time, 
and around 90% of such applicants now had an overdraft. 

• 62% of applications for the smallest overdrafts (under £5,000) were successful in 2012, and this 
was also the case for 2013 (61%). For applications made to date in 2014 the success rate is 
somewhat higher at 71%. 

• Those in the middle (who applied for £5-25,000) became slightly less likely to be successful over 
time, from around 90% to around 70% of these applicants having an overdraft, up to the end of 
2013. For applications to date in 2014 the success rate is somewhat higher at 85%. 

Analysis on the size of overdraft facility granted over time is now provided in the chapter on rates and 
fees, as context for the pricing information that is provided in that chapter. 
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Final outcome by date of application – overdrafts 

The table below shows the final outcome for Type 1 overdraft events by the quarter iinn   wwhhiicchh  tthhee  
aappppll iiccaatt iioonn  wwaass   mmaaddee, for those quarters where robust numbers were available. This shows that in 
most quarters since Q3 2013, at least 8 out of 10 applicants have ended the process with an overdraft 
facility: 

Final outcome (Overdraft):  
SMEs seeking 
new/renewed facility 

By date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee ::   665566  442255  335555  445522  446666  337722  334488  337799  331155  229988  116655  

Offered what wanted and 
took it 

57% 59% 60% 61% 53% 54% 72% 64% 68% 74% 79% 

Took overdraft after issues 14% 12% 17% 15% 13% 20% 9% 10% 17% 11% 8% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   7711%%  7711%%  7777%%  7766%%  6666%%  7744%%  8811%%  7744%%  8855%%  8855%%  8877%%  

Took other funding 3% 2% 2% 5% 4% 5% 4% 5% 8% 1% 1% 

No facility 27% 26% 22% 19% 30% 21% 15% 21% 7% 14% 12% 

Final outcome of overdraft application by date of application: * indicates interim results as data is still being gathered on events 
in these quarters 

Applicants in Q2 2013 and Q1 2014 were more likely to report that they took their overdraft ‘after issues’  
– applicants in Q2 2013 were somewhat more likely than others to have been declined initially, but this was 
not the case on the data currently available for Q1 2014, which will be monitored going forward. 

To set these results in context, an analysis has been done of the profile of applicants over time based 
on the analysis in this and previous reports that size, risk rating and purpose of facility all affect the 
outcome of applications. 
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Over the quarters for which robust data is available, there were a number of trends that might be 
expected to have an effect on the outcome of an overdraft application: 

• The proportion of applicants with a worse than average risk rating increased from 43% in 2010 to 
53% for 2012. It then dropped slightly to 48% in 2013 and is currently 47% for 2014 to date.

• The proportion of first time applicants increased from 25% in 2010 and 2011 to 30% in 2012. It 
then dropped back again to 26% for 2013 and is currently 22% for 2014 to date.  

 

To understand this more fully, further analysis was undertaken using regression modelling. This takes a 
number of pieces of data (described below) and builds an equation using the data to predict as 
accurately as possible what the actual overall success rate for overdrafts should be. This equation can 
then be applied to a sub-set of overdraft applicants (in this case all those that applied in a certain 
quarter) to predict what the overdraft success rate should be for that group. This predicted rate is then 
compared to the actual success rate achieved by the group, as shown in the table below.  

As in previous reports, the equation was built using business size and risk rating, as well as the type of 
facility (first time applicant etc.) as these factors had been shown to be key influencers on the 
likelihood of success in a funding application. 

The model predicts an overdraft success rate between 71% and 80% for the individual quarters. The 
predicted success rate for the quarters in 2014 has typically been somewhat higher than for earlier 
quarters: 

Final outcome (Overdraft):  
SMEs seeking 
new/renewed facility 

By date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee ::   665566  442255  335555  445522  446666  337722  334488  337799  331155  229988  116655  

Have overdraft (any) 7711%%  7711%%  7777%%  7766%%  6666%%  7744%%  8811%%  7744%%  8855%%  8855%%  8877%%  

Predicted success rate 71% 74% 78% 74% 75% 75% 80% 75% 80% 77% 76% 

Difference 0 -3 -1 +2 -9 -1 +1 -1 +5 +8 +11 

Final outcome of overdraft application by date of application 

The analysis shows that actual success rates were in line with those predicted by the model for many 
quarters up to the start of 2014 (with the exception of Q1 2013 when the lower success rate was not 
predicted by the model). The increase in actual success rates in 2014 is not entirely explained by the 
profile of applicants, as the ‘gap’ between the current and predicted success rate widens.  
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The impact of automatic renewals on overdraft success rates  
A considerable number of SMEs had their overdraft automatically renewed by their bank. Such SMEs 
can be considered to be part of the ‘Have an overdraft (any)’ group, and thus impact on overall success 
rates. The quarter in which an automatic renewal occurred has been identified since Q4 2012.  

The table below shows the impact on overall overdraft success rates when the automatically renewed 
overdrafts are included. There have been many more automatic overdraft renewals than Type 1 
events, so the impact has been considerable. Including those that had had an automatic renewal 
increases the overdraft success rate from 81% to 91%:   

Final outcome (Overdraft):  
Sought new/renewed facility Q3 13-Q4 14  

Type 1 events Type 1 + 
automatic 
renewal 

UUnnwweeiigghhtteedd  bbaassee ::   11557733  22884400  

Offered what wanted and took it 70% 33% 

Took overdraft after issues 11% 6% 

Automatic renewal - 52% 

HHaavvee  oovveerrddrraaff tt   ((aannyy))   8811%%  9911%%  

Took another form of funding 4% 2% 

No facility 14% 7% 

All SMEs seeking new/renewed overdraft facility that have had response 
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The impact of personal borrowing on overdraft applications  

As already reported, questions asked for the 
first time in Q4 2012 explored the extent to 
which facilities were being sought, or were 
held, in a personal capacity rather than in the 
name of the business.  

7% of those making an overdraft application in 
the past 18 months (Q3 2013 to Q4 2014) said 
that the facility they had sought was in a 
personal capacity. On this limited sample, 
around two thirds of these personal overdraft 
applications were from 0 employee SMEs 
and/or those seeking a facility of less than 
£5,000, with half having a worse than average 
external risk rating.  

Sample sizes are too small currently to report 
on the outcome of the application by whether it 
was a personal or business application. 
However, excluding the personal applications 
does not alter the overdraft success rate for 
applications made in the most recent 18 month 
period. 

The equivalent question was also asked for the 
first time in Q4 2012 of those who reported the 
automatic renewal of an overdraft facility. 
Amongst those who reported an automatic 
renewal between Q3 2013 and Q4 2014, 18% 
said that the facility was in a personal capacity. 
As with Type 1 events, such renewals were 
typically for 0 employee SMEs and for a facility 
of less than £5,000.
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Profile of loan applicants by initial response 

Having explored overdraft applications and renewals, the next section of this chapter looks at loan 
applications and renewals. The profile of loan applicants (who applied Q3 2013 to Q4 2014) receiving 
each initial answer from their bank varied. Note that due to small base sizes the ‘offered less than 
wanted’ and ‘offered unfavourable T&C’ groups have been combined for this report, to boost the base 
size to over 100 applicants: 

Initial bank response Profile- all seeking loan Q3 2013 to Q4 2014 

Those offered what 
wanted (53% of 
applicants) 

 

 

These were typically more established SMEs: 42% had been in business for 
15 years or more (v 29% of all loan applicants) and 48% had employees (v 
43% of all applicants). They had the best external risk rating profile, with 
33% having a minimal or low risk rating (v 23% of all loan applicants). 

They were less likely to be applying for their first ever loan (29% v 38% of all 
loan applicants), with 44% looking for a new loan but not their first (v 41% 
of all loan applicants). 47% were applying for a loan in excess of £25,000 (v 
41% of loan applicants overall). 

Those offered less  
than wanted / 
unfavourable T&Cs  
(15% of applicants) 

These SMEs were more likely to be Starts (24% v 18% overall). Their risk and 
employee profile was in line with applicants overall. This group was the 
most likely to be applying for a loan in excess of £25,000 (53% v 47% of all 
loan applicants) and also the most likely to be applying for their first ever 
loan (53% v 38% of all loan applicants). 

Those initially 
declined (32% of 
applicants) 

As with the equivalent overdraft applicants, those initially declined for a 
loan had a more distinctive profile. They were less likely to be an 
established business (17% in business for 10 years or more v 42% of all loan 
applicants) and more likely to be a one man band (65% had 0 employees v 
57% of all loan applicants). They were also more likely to have a worse than 
average risk rating (62% v 46% of all loan applicants). 

Half, 49%, were applying for their first ever loan (v 38% of all loan 
applicants) and 77% were seeking a facility of £25,000 or less (v 59% of all 
loan applicants). 
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The subsequent journey – those that received the offer of a loan 

Summarised below for all loan applications made in the 18 months Q3 2013 to Q4 2014 (and reported 
to date), is what happened after the bank’s initial response. Base sizes for some groups remain small. 

Initial bank response Subsequent events – all seeking loan Q3 2013 to Q4 2014 

Offered what wanted 
(53% of applicants) 

Q159-164 

 

92% of those offered what they wanted went on to take the loan with no 
problems. 

7% took the loan after some issues (typically waiting to see the RM or for a 
decision to be made or having to supply more information). 

Almost all took the full amount they had originally asked for. 

1% of these applicants decided not to proceed with the loan they had been 
offered. 

Issue: Offered less  
than wanted  
(7% of applicants) 

Q180-190 

Note that there are just 44 respondents for this section, and so results are 
qualitative at best. 

These SMEs were typically offered 50% or more of what they asked for.  

New answer codes have been included from Q1 2014, meaning that the 
results for interviews in 2013 are not strictly comparable so only 2014 
answers are reported. On small base sizes, it remains true that security 
remains the main reason for not being offered the whole amount asked for 
and that very few of these most recent applicants said that they had not 
been given a reason (<5%, excluding those who could not remember). 

On a small base, the advice offered at this stage was more likely to be rated 
good (half) than poor (a quarter) while 7% were not given any advice.  

Two thirds accepted the lower amount offered (half with the original bank 
applied to), while 1 in 10 managed to negotiate a better deal, predominantly 
with the original bank. 4% took other borrowing and 1 in 5 has no facility. 

The SMEs in this group who obtained a loan received more than 50% of the 
amount they had originally sought. 

Continued 
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Continued 

Issue: Offered 
unfavourable T&C  
(8% of applicants) 

Q191-195 

The unfavourable terms (excluding those who didn’t know) typically related 
to the proposed interest rate (57%).  

The proposed fee was mentioned by 35% of these applicants, and issues 
around security (level, type requested and/or cost) by 19%. 

56% managed to negotiate a better deal (at either the original bank or 
another bank) while 6% accepted the deal offered, most with the original 
bank. 18% took another form of funding.  

37% of applicants ended the process with no facility.  

For those with a facility, the amount of such loans was typically in line with 
their original request. 
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The subsequent journey – those that were declined for a loan 
The table below details the subsequent journey of those whose loan application was initially declined 
(32% of applicants). Some analysis by date of application is possible. 

Initially declined Subsequent events – all seeking loan Q3 2013 to Q4 2014 

Reasons for decline 

Q165 

18% of the SMEs initially declined said that they had not been given a 
reason for the decline (excluding those who could not remember the 
reasons given).  

The answer codes available were changed in Q1 2014 and while the main 
reasons given remain the same, the results are not directly comparable so 
only the 2014 results are shown below:  

• 30% said that the decline related to their personal and/or business 
credit history (especially smaller applicants) 

• 25% mentioned issues around security  

• 13% said they had a weak balance sheet while 3% said they had too 
much existing borrowing  

How decline was 
communicated 

Q165a-b 

These questions were not asked in 2014. 

Advice and 
alternatives 

Q166-7 and 171-175 

9% of those initially declined said that the bank had either offered them an 
alternative form of funding to the declined loan or suggested alternative 
sources of external finance.  

Two thirds (61%) thought that the advice their lender had offered at that 
stage had been poor, 14% thought it had been good while 9% had not been 
offered any advice. The proportion saying they received no advice has 
declined over time and whilst only a minority rated the advice provided as 
good, that proportion increased from 3% for applications made in 2010 to 
7% in 2012, and 14% for the most recent 18 month period. 

More generally, 11% of those initially declined reported that they had been 
referred to any other sources of help or advice by the bank, while a further 
7% sought their own external advice without a recommendation, with no 
clear trend over time.  

On a small base, 8 in 10 found these external sources of use, also with no 
clear trend over time. 
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Initially declined Subsequent events - all seeking loan Q3 2013 to Q4 2014 

Appeals 

Q168-170 

From April 2011, a new appeals procedure was introduced. The analysis 
below is mainly based as elsewhere in this report on all applications made in 
the last 18 months (Q3 2013 to Q4 2014).  

Amongst this group of applicants who were initially declined, 11% said that 
they were made aware of the appeals process (9% by their bank and 2% by 
someone else, excluding DK). Unlike overdrafts, awareness of appeals has 
not increased for more recent applications - awareness of appeals was 
slightly higher for those declined in 2013 (14%) than it was for those 
declined in 2012 (8%), but is 10% for 2014 to date.  

19% of those made aware went on to appeal, the equivalent of around 2% 
of SMEs that had been declined for a loan, providing anecdotal evidence at 
best about the appeals process. Of these 6 declined applicants, 2 appealed 
and the bank changed its decision, 2 appealed but the decision was upheld, 
2 appealed but had not heard yet. The 18 applicants who were aware but 
did not appeal typically cited the view that they did not think it would have 
changed anything. 

Taking a longer term view, of all loan applications reported on the Monitor 
from Q3 2012, 25 SMEs have appealed. In 7 instances the bank changed its 
decision, in 13 the original decision was upheld and 5 were still waiting to 
hear at the time of interview. 

Outcome 

Q176-179 

At the end of this period, 8% of those initially declined for a loan had 
managed to secure a loan with either the original bank or a new supplier. 
22% had secured alternative funding, with friends/family and/or personal 
borrowing most likely to be mentioned.  

70% of those initially declined did not have a facility at all, and this has 
changed very little year on year.  
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The final outcome – loan  
At the end of the various ‘loan’ journeys described above, respondents reported on the final outcome 
of their application for a new or renewed loan facility. This section is based on the revised definition of 
SMEs that made an application and had received a response for a new or renewed loan facility during 
the most recent 18 month period of Q3 2013 to Q4 2014, irrespective of when they were interviewed. 

Just over half, 65%, of loan applicants now have a loan facility. 27% of applicants ended the process 
with no facility.  

Final outcome (Loan):  
Sought new/renewed facility Q3 13- Q4 14 

All loan Type 
1 applicants 

UUnnwweeiigghhtteedd  bbaassee ::   882200  

Offered what wanted and took it 49% 

Took loan after issues 16% 

HHaavvee  llooaann  ((aannyy))   6655%%  

Took another form of funding 7% 

No facility 27% 

All SMEs seeking new/renewed loan facility that have had response 

Before looking at the results for loan 
applications made in the latest 18 month 
period in more detail, the summary table below 
records the proportion who ‘Have loan (any)’ 
for a series of 18 month periods, stretching 
back to Q1 2012, by key demographics. As 
already explained, for the more recent 18 
month periods (Q4 2012 – Q1 2014 onwards), 
data is still being added as respondents in Q1 
2015 can report on an application made from 
Q1 2014 onwards.  

The table shows a steadily improving success 
rate, with 65% of loan applicants in the current 
18 month period ending the process with a 
facility (albeit this is interim data). The increase 
in success rates has been seen across most size 
bands and risk ratings, with the exception of 
applicants with 10-49 employees (where 
success rates are stable) and those with a 
minimal risk rating (where success rates are 
currently somewhat lower than were seen  
in 2013). 
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% of applicants ending process 
with loan facility 

18 month periods   

Over time – row percentages  

By 18 month period of 
application  

Q1 12 
Q2 13 

Q2 12 
Q3 13 

Q3 12 
Q4 13 

Q4 12 
Q1 14* 

Q1 13 
Q2 14* 

Q2 13 
Q3 14* 

Q3 13 
Q4 14* 

AAll ll   SSMMEEss   5566%%  5566%%  5588%%  5599%%  5588%%  6600%%  6655%%  

0 employee 51% 50% 52% 53% 52% 52% 61% 

1-9 employees 61% 61% 61% 63% 63% 67% 68% 

10-49 employees 84% 84% 85% 86% 85% 86% 86% 

50-249 employees 88% 87% 87% 90% 92% 92% 94% 

Minimal external risk rating 89% 88% 82% 80% 80% 83% 82% 

Low external risk rating 74% 76% 78% 79% 80% 83% 86% 

Average external risk rating 58% 59% 63% 64% 64% 71% 72% 

Worse than average external 
risk rating 

48% 45% 46% 48% 47% 45% 55% 

Agriculture 87% 84% 86% 91% 85% 85% 82% 

Manufacturing 60% 65% 67% 71% 72% 81% 81% 

Construction 44% 46% 56% 55% 55% 55% 56% 

Wholesale/Retail 53% 51% 47% 54% 48% 49% 60% 

Hotels & Restaurants  62% 62% 55% 53% 49% 54% 52% 

Transport 50% 45% 42% 36% 46% 49% 60% 

Property/Business Services etc. 57% 58% 58% 62% 58% 57% 62% 

Health 45% 46% 57% 52% 57% 72% 85% 

Other Community 62% 61% 62% 59% 66% 65% 78% 

First time applicants 40% 40% 45% 45% 44% 48% 56% 

Other new facility 63% 59% 60% 60% 59% 59% 66% 

Renewals 81% 91% 89% 91% 94% 94% 94% 

All SMEs applying for a loan in the period specified, base size varies by category CARE RE SMALL BASES 
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Final outcome – loan applications made Q3 2013 to Q4 2014 

By size of business, smaller loan applicants remained less likely to have a facility. 94% of applicants 
with 50-249 employees had a loan, while 3 out of 10 of the smallest applicants ended the process with 
no facility: 

Final outcome (Loan):  
Sought new/renewed facility Q3 13- Q4 14 

Total 0 emps 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   882200  8811**   226699  331177  115533  

Offered what wanted and took it 49% 46% 50% 68% 80% 

Took loan after issues 16% 15% 18% 18% 14% 

HHaavvee  llooaann  ((aannyy))   6655%%  6611%%  6688%%  8866%%  9944%%  

Took another form of funding 7% 8% 7% 4% 4% 

No facility 27% 30% 25% 10% 2% 

All SMEs seeking new/renewed loan facility that have had response 

Amongst loan applicants with employees, 71% ended the process with a loan (53% were offered what 
they wanted and 18% had the loan after issues). 22% ended the process with no loan facility. 

As with overdrafts, there was a clear difference in outcome by external risk rating. Applicants with a 
minimal or low external risk rating were more likely to have been offered the loan they wanted than 
those with a worse than average risk rating:  

Final outcome (Loan):  
Sought new/renewed facility Q3 13- Q4 14 

Total Min Low Avge Worse/ 
Avge 

UUnnwweeiigghhtteedd  bbaassee ::   882200  112277  223311  222222  117799  

Offered what wanted and took it 49% 70% 71% 53% 35% 

Took loan after issues 16% 12% 15% 19% 20% 

HHaavvee  llooaann  ((aannyy))   6655%%  8822%%  8866%%  7722%%  5555%%  

Took another form of funding 7% 11% * 10% 8% 

No facility 27% 7% 14% 17% 38% 

All SMEs seeking new/renewed loan facility that have had response where risk rating known 
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Smaller sample sizes of applicants restrict the scope for analysis by sector, and the results below 
should be viewed as indicative for many sectors. Those in Agriculture, Health or Manufacturing were 
the most likely to have a loan, while those in the Construction, Wholesale/Retail or Hotel and 
Restaurant sectors were more likely to end the process with no facility: 

Final outcome 
(Loan):  
Sought 
new/renewed 
facility     
Q3 13- Q4 14 

Agric Mfg Constr Whle 
Retail 

Hotel 
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  
bbaassee ::   

9955**   7799**   9966**   9999**   8811**   7744**   113311**   8800**   8855**   

Offered what 
wanted and took 
it 

69% 43% 53% 42% 37% 37% 48% 73% 49% 

Took loan after 
issues 

13% 38% 3% 18% 15% 23% 14% 12% 29% 

HHaavvee  llooaann  
((aannyy))   

8822%%  8811%%  5566%%  6600%%  5522%%  6600%%  6622%%  8855%%  7788%%  

Took another 
form of funding 

4% * 10% 3% 6% 11% 14% 5% 4% 

No facility 14% 18% 35% 37% 41% 29% 24% 9% 18% 

All SMEs seeking new/renewed loan facility that have had response  

Success rates show some considerable variation by sector. Base sizes by sector are small, but  
previous analysis showed that the differences were more than just a reflection of the difference in  
size and external risk rating profiles of each sector, and this will be updated in future waves as sample 
sizes permit. 
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Analysis earlier in this report showed that the initial response from the bank was typically more positive 
for the renewal of existing loan facilities and less positive for new facilities. The analysis below shows 
that this was also the case at the end of the process, albeit that success rates for first time loan 
applicants have shown some signs of improvement in recent periods.  

Those applying for their first loan remained more likely to end the process with no facility (37%), with a 
higher success rate amongst those applying for a new loan, but not their first (66%). Almost all those 
who renewed an existing loan now have a facility (94%): 

Final outcome (Loan):  
Sought new/renewed facility Q3 13- Q4 14 

Total 1st loan New loan Renew 
loan 

UUnnwweeiigghhtteedd  bbaassee ::   882200  119900  333333  112211  

Offered what wanted and took it 49% 35% 55% 83% 

Took loan after issues 16% 21% 11% 11% 

HHaavvee  llooaann  ((aannyy))   6655%%  5566%%  6666%%  9944%%  

Took another form of funding 7% 7% 10% * 

No facility 27% 37% 24% 6% 

All SMEs seeking new/renewed loan facility that have had response  
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As with overdrafts, there were differences in outcome for loan applications by age of business given 
the link between Starts and first-time applications - 53% of these Starts were applying for their first 
loan, and 22% of all first time loan applications were from Starts: 

Final outcome (Loan):  
Sought new/renewed facility Q3 13- Q4 14 
By age of business 

Starts 2-5 yrs 6-9  yrs 10-15 
yrs 

15+ yrs 

UUnnwweeiigghhtteedd  bbaassee ::   6677**   9988**   110066  112299  442200  

Offered what wanted and took it 46% 36% 29% 57% 71% 

Took loan after issues 15% 10% 18% 13% 22% 

HHaavvee  llooaann  ((aannyy))   6611%%  4466%%  4477%%  7700%%  9933%%  

Took another form of funding 15% 9% 4% 13% 2% 

No facility 24% 44% 49% 17% 6% 

All SMEs seeking new/renewed loan facility that have had response 

 

Half of smaller applications (under £100,000) were typically successful, with no consistent pattern over 
time, although applications made in 2014 are currently more likely to have been successful (61%).  

Applications for larger amounts (£100,000+) were more likely to be successful and success rates had 
previously improved from around 6 out of 10 to around three quarters of these larger applications. 
Again interim data for applications of this size made in 2014 suggests that they remained more likely 
to be successful (82%).  



156 

 

 

Final outcome by date of application – loans 
The table below shows the outcome by date of application. In 2012 and up to Q3 2013, a fairly 
consistent 1 in 3 applications resulted in no loan facility. Since then, the proportion ending the process 
with no facility has been closer to a quarter and around two thirds of applicants have ended the 
process with a loan facility. 

There are currently too few applications reported for Q3 2014 to include in the table below:  

Final outcome (Loan):  
SMEs seeking 
new/renewed facility 

By date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee ::   228877  222255  118899  222222  221122  117766  118833  221100  115566  116666    

Offered what wanted and 
took it 

52% 44% 35% 50% 46% 27% 46% 42% 48% 58%  

Took loan after issues 8% 17% 18% 22% 12% 9% 15% 26% 13% 8%  

HHaavvee  llooaann  ((aannyy))   6600%%  6633%%  5533%%  7722%%  5588%%  3366%%  6611%%  6688%%  6611%%  6666%%    

Took another form of 
funding 

8% 4% 13% 3% 11% 11% 3% 8% 11% 8%  

No facility 32% 35% 34% 25% 31% 52% 36% 24% 28% 26%  

Final outcome of loan application by date of application: * indicates interim results as data is still being gathered on events in 
these quarters 

To set these results in context, an analysis has been done of applicants over time based on the premise 
that size, risk rating and purpose of facility all affect the outcome of applications. 

Over the quarters for which robust data is available: 

• Starts: the proportion increased from 15% in 2010 to 23% in 2012, and is currently 21% for 
2014 to date 

• Making their first application: the proportion increased from 30% in 2010 to 43% in 2012, and is 
currently 36% for 2014 

• SMEs with a worse than average external risk rating: having been stable up to 2012 (47% in 
2012 itself) the proportion increased to 53% for 2013 but is currently 41% for 2014 to date. 

These are all factors that analysis has shown are likely to affect the loan success rate over time.
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Further analysis was undertaken using regression 
modelling. This analysis takes a number of pieces 
of data (described below) and builds an equation 
using the data to predict as accurately as possible 
what the actual overall success rate for loans 
should be. This equation can be applied to a sub-
set of loan applicants (in this case all those that 
applied in a certain quarter) to predict what the 
loan success rate should be for that group. This 
predicted rate is then compared to the actual 
success rate achieved by the group, as shown in 
the table below.  

As in previous reports, the equation was built 
using business size and risk rating, as well as 
the type of facility (first time applicant etc.), as 
these factors had been shown to be key 
influencers on the likelihood of being successful 
in an application for funding.  

Analysis using this approach is shown below. 
This shows a predicted loan success rate over 
the quarters for which data is available varying 
between 55% and 63%, with a slight increase 
in the predicted success rate over time: 

 

Final outcome (Loan):  
SMEs seeking 
new/renewed facility 

By date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3* 
13 

Q4* 
13 

Q1* 
14 

Q2* 
14 

UUnnwweeiigghhtteedd  bbaassee ::   228877  222255  118899  222222  221122  117766  118833  221100  115566  116666  

Have loan (any) 6600%%  6633%%  5533%%  7722%%  5588%%  3366%%  6611%%  6688%%  6611%%  6666%%  

Predicted success rate 55% 59% 57% 63% 63% 58% 61% 60% 64% 62% 

Difference +5 +4 -4 +9 -5 -22 0 +8 -3 +4 

Final outcome of loan application by date of application 

Data for 2013 shows that the lower success rate reported for Q2 2013 was not explained by the profile 
of applicants in that quarter. From Q3 2013 to Q2 2014, actual success rates have been above 60%. 
The model suggests that this is partly a reflection of the profile of those applying but not entirely so, 
with current success rates exceeding those predicted in 2 of the 4 quarters.  
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The impact of personal borrowing on loan applications 
As already reported, questions asked for the first time in Q4 2012 explored the extent to which facilities 
had been sought, or were held, in a personal capacity rather than in the name of the business.  

14% of those making a loan application in the past 18 months (Q3 2013 to Q4 2014) said that the 
facility they had sought was in a personal capacity. This is somewhat higher than for overdrafts (7%). 

On this currently limited sample, many of these applications were from 0-9 employee SMEs and for less 
than £25,000. 

Sample sizes are too small currently to report on the outcome of the application by whether it was a 
personal or business application, but excluding those that were personal applications does not affect 
the success rate.  

Further detail will be provided in future reports, as sample sizes permit. 
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Outcome analysis over time – new and renewed facilities  

This chapter has reported separately on the 
overdraft and loan journeys made, from initial 
application to the final outcome. It has shown 
how, for both loans and overdrafts, those 
applying for new money typically had a 
different experience from those seeking to 
renew an existing facility. This final piece of 
analysis looks specifically at applications for 
new or renewed funding, whether on loan  
oorr  overdraft.  

The analysis below, as in previous reports, has 
been based on all applications made, rather 
than all SMEs (so an SME that had both a loan 
and an overdraft application will appear twice). 
Initially this analysis included all applications 

made since the Monitor started. However, this 
is now a considerable period of time and so in 
line with the analysis elsewhere in this chapter, 
results are now shown just for applications 
made in the llaasstt   1188  mmoonntthhss  (between Q3 
2013 and Q4 2014)  

The table below shows that those seeking to 
renew an existing loan or overdraft facility were 
more likely to have ended the process with a 
facility than those seeking new funds. The 
margin between the two groups has narrowed 
somewhat over time as the success rate for 
new money improves (in previous waves, those 
renewing have been twice as likely to be 
successful as those seeking new funds): 

 

Final outcome  
Loans and Overdrafts combined    
Q3 13 – Q4 14 

New funds 
sought  

Renewals 
sought  

UUnnwweeiigghhtteedd  bbaassee  ooff   aappppll ii ccaatt iioonnss ::   11118899  11007777  

Offered what wanted and took it 48% 88% 

Took facility after issues 14% 11% 

HHaavvee  ffaacc ii ll ii ttyy   ((aannyy))   6622%%  9999%%  

Took another form of funding 9% * 

No facility 29% 1% 

Final outcome of overdraft/loan application by type of finance sought 
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Further analysis looks at these applications over time and compares the outcome for renewals to the 
outcomes for new and specifically first time, facilities, by date of application. 

The outcome of applications for rreenneewweedd loans/overdrafts over time is detailed below. It shows 
almost all applicants typically ended the process with a renewed facility: 

Final outcome       
(Overdraft+ Loan):  
Applications for  
renewed facilities 

By date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee  
ooff   aappppll ii ccaatt iioonnss ::   

445511  330088  225566  331155  335522  228811  225522  224422  221199  220066  110066  

Offered what wanted 
and took it 

74% 81% 74% 82% 78% 78% 90% 89% 77% 90% 97% 

Took facility after 
issues 

11% 11% 21% 15% 16% 17% 8% 9% 21% 9% 2% 

HHaavvee  ffaacc ii ll ii ttyy   ((aannyy))   8855%%  9922%%  9955%%  9977%%  9944%%  9955%%  9988%%  9988%%  9988%%  9999%%  9999%%  

Took another form of 
funding 

* 1% 1% 2% 2% * * * * * * 

No facility 15% 7% 4% 1% 4% 4% 2% 1% 2% * 1% 

Final outcome of overdraft/loan application by date of application: * indicates interim results as data is still being gathered on 
events in these quarters   
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Applications for nneeww funds (whether first time applicants or not) made up 6 in 10 of all applications in 
the most recent period (Q3 2013 to Q4 2014). The table below shows how success rates for new 
money were stable to Q3 2013, as around half ended the process with a facility (with the exception of 
Q1 and Q2 2013 when success rates were somewhat lower).  

In 2014, success rates have been somewhat higher, with two-thirds of applicants successful in the first 
half of the year. Only initial data for applications made in Q3 is available, but it suggests that this 
upward trend might continue:  

Final outcome  
(Overdraft+ Loan): 
Applications for  
new money 

By date of application 

Q1 
12 

Q2 
12 

Q3 
12 

Q4 
12 

Q1 
13 

Q2 
13 

Q3 
13 

Q4 
13 

Q1* 
14 

Q2* 
14 

Q3* 
14 

UUnnwweeiigghhtteedd  bbaassee  
ooff   aappppll ii ccaatt iioonnss ::   

441133  225544  221155  227733  224444  119988  225533  330044  222244  224411  112211  

Offered what wanted 
and took it 

41% 31% 37% 38% 26% 24% 43% 40% 51% 55% 63% 

Took facility after 
issues 

13% 16% 15% 19% 10% 17% 13% 19% 13% 10% 16% 

HHaavvee  ffaacc ii ll ii ttyy   ((aannyy))   5544%%  4477%%  5522%%  5577%%  3366%%  4411%%  5566%%  5599%%  6644%%  6655%%  7799%%  

Took another form of 
funding 

7% 5% 8% 7% 9% 10% 7% 9% 14% 6% 2% 

No facility 39% 48% 40% 37% 54% 49% 38% 32% 21% 29% 19% 

Final outcome of overdraft/loan application by date of application: * indicates interim results as data is still being gathered on 
events in these quarters 

It is also possible to look at the outcome over time for those applying specifically for their ff ii rrsstt  
overdraft/loan facility. The proportion of all applications/renewals being made by first time borrowers 
increased from around a quarter of applications made in 2010 to one in three in 2013 but is once again 
a quarter for applications made in 2014 to date. Over the same period the proportion of all new money 
applications being made by first time applicants increased from less than half to around 6 out of 10, 
before declining again to just under half for applications made in 2014 to date. 

Due to limited base sizes this data is presented on an annual basis rather than quarterly. 
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The proportion of first time applicants ending the process with no facility increased somewhat between 
2010 and 2013, but that trend does not appear to be continuing for applications made in 2014. The 
initial data available suggests that success rates have increased for 2014, with half of first time 
applicants ending the process with a facility rather than 4 in 10: 

Final outcome – first time applicants 
Loans and Overdrafts combined 

By application year 

In 2010 In 2011 In 2012 In 2013 In 2014* 

UUnnwweeiigghhtteedd  bbaassee  ooff   aappppll ii ccaatt iioonnss ::   115511  554433  557700  440088  118822  

Offered what wanted and took it 46% 30% 30% 25% 49% 

Took facility after issues 8% 7% 12% 11% 8% 

HHaavvee  ffaacc ii ll ii ttyy   ((aannyy))   5544%%  3377%%  4422%%  3366%%  5577%%  

Took another form of funding 4% 11% 8% 8% 8% 

No facility 42% 53% 51% 55% 35% 

Final outcome of overdraft/loan application by fta. * indicates interim results as data is still being gathered on events in these 
quarters 

For those applying for a new facility, but not their first, the proportion ending the process with a facility 
varied relatively little 2010-2012. It then dropped to 62% for 2013, but initial data for applications 
made in 2014 suggests that the success rate has returned to previous levels: 

Final outcome – other new money 
Loans and Overdrafts combined 

By application year 

In 2010 In 2011 In 2012 In 2013 In 2014* 

UUnnwweeiigghhtteedd  bbaassee  ooff   aappppll ii ccaatt iioonnss ::   332277  11003300  558855  774422  445500  

Offered what wanted and took it 46% 55% 52% 45% 58% 

Took facility after issues 22% 19% 21% 17% 15% 

HHaavvee  ffaacc ii ll ii ttyy   ((aannyy))   6688%%  7744%%  7733%%  6622%%  7733%%  

Took another form of funding 11% 7% 5% 10% 11% 

No facility 21% 19% 22% 28% 16% 

Final outcome of overdraft/loan application by type of finance sought. * indicates interim results as data is still being gathered 
on events in these quarters 
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Previous analysis has shown that external risk rating has been a key predictor of success rates. Across 
all applications made, those applying for their first facility were the most likely to have a worse than 
average risk rating – for 2014 to date 68% of first time applicants had a worse than average external 
risk rating, compared to 31% of those renewing an existing facility.  

All three applicant groups saw an increase between 2010 and 2013 in the proportion of applicants with 
a worse than average risk rating. As the table below shows, in 2014 there are some signs of an 
improvement in risk profile for all except the first time applicants with fewer applicants having a worse 
than average risk rating:  

% of applicants with worse than average 
external risk rating (Overdraft+ Loan):  

By year of application (base varies) 

2010 2011 2012 2013 2014* 

First time applicants 61% 69% 71% 69% 68% 

Other new money 44% 49% 49% 45% 40% 

Renewals 33% 34% 40% 36% 31% 

Final outcome of overdraft/loan application by date of application: * indicates interim results as data is still being gathered on 
events in these quarters 

For the SME population as a whole, the proportion with a worse than average external risk rating rose 
from 50% in 2011 to 54% in 2013 but was 45% in 2014. 

 
 


