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Outlook for 2016

2015 was a year of substantial growth and subsequent recognition for Britain’s businesses. 
The previous 12 months also saw our private sector labelled as the hero of our recovering 
economy, which has been fulfilled in no small part by a vibrant SME market. Assuming a 
colossal 99% of the UK’s private sector and with a combined turnover of £1.8 trillion, our 
SME population has evolved into a diverse collection of sectors and skillsets, accounting 
for 60% of private sector employment. The beauty of UK entrepreneurialism is not only 
its flare for exploring new territories, such as social lending and fintech, but also its ability 
to stimulate traditional sectors such as manufacturing and construction. Sector-based 
employment in this area accelerated in October to its fastest pace since November 2014.

2015 was also the year of a national agenda for regional business, with George Osborne 
developing plans to support his 2014 objectives for a Northern Powerhouse. In a bid to 
reinstate balance between the UK’s champion-cities, businesses across the nation will be 
further supported by infrastructural improvements to heighten connectivity. In light of this, it 
was announced in 2015 that HS2 will receive additional stations to fortify links between the 
North and South. 

October marked a pivotal moment for the Enterprise Investment Scheme (EIS), which has 
continued to support entrepreneurship in Britain since its inception in the early 1990s. 
According to government calculations released in the final quarter of the year, £12.3 billion 
in funds have been raised for the nation’s growing businesses. As one of the only remaining 
government-backed tax incentive schemes, EIS is a cornerstone of support for British 
business, continuing to motivate investment into the nation’s entrepreneurial spirit.

At IW Capital, our agenda for 2015 placed significant emphasis on the diversity of British 
entrepreneurship, supporting sectors that range from fast-growing fintech to established 
manufacturing and construction. Reiterating our belief in the hotbed of investment potential 
that is evolving across the UK, we fortified our investment team’s presence in Mayfair and 
in the North of England. Supporting enterprise talent across the UK as a viable investment 
opportunity has been a longstanding priority, so we have summarised a series of highlights 
from 2015, in addition to our plans for 2016 below.

SMEs remain key to Britain’s future
In the delivery of his annual Autumn Statement, Chancellor George Osborne emphasised 
that Britain relies on both a vibrant private sector and successful entrepreneurs to ensure 
future growth, bolstered by positive employment levels. This sentiment was reinforced by 
2015 statistics from the Federation of Small Businesses, which identified that 5.4 million 
small companies were operational at the beginning of the year, and created 15.6 million 
employment opportunities in the UK. 

Our SME Heatmap Report for 2015 identified the leading industries and regions that will 
define the next five years of SME-based investment according to projected revenue and 
business birthrates in Britain. Construction companies proved to be one of the country’s 
leading high-performance sectors with a strong foothold in the Northern Powerhouse, 
securing their position as a solid source of revenue, growth and employment.  

http://www.fsb.org.uk/media-centre/small-business-statistics
http://www.fsb.org.uk/media-centre/small-business-statistics
http://www.heraldscotland.com/business/13933803.UK_construction_sector_growth_eases_but_rate_of_recruitment_accelerates/
http://www.ft.com/cms/s/0/eb537774-94f9-11e5-b190-291e94b77c8f.html#axzz3v2jRO8SA
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/470558/October_2015_Commentary_EIS_SEIS_National_Statistics.pdf
http://www.iwcapital.co.uk/system/assets/80/original/SME-Heatmap-Report.pdf


Alternative finance becomes mainstream
2015 also marked a milestone for London’s fintech sector, which benefited from 53% of all 
investment injected into Europe’s entire financial technology market. The past year has been 
record breaking for the industry, netting $554 million (£357m) of venture capital investment, 
compared to $487 million in 2014. Complimented by swift new technologies, micro-financed 
business models and empowered consumer attitudes, fintech has rapidly emerged as a 
viable threat to longstanding banking traditions. This has been particularly prevalent for the 
funding of the UK’s growing businesses, with small to medium sized enterprises utilising £76 
billion of alternative finance each year, as opposed to traditional loans and overdrafts.  

Testimony to the number of companies now rejecting the banks is the perpetual expansion 
of capital being directly channelled from investors into SMEs. The volume of transactions 
facilitated through EIS has also increased at a phenomenal rate. Since EIS was launched in 
1994, nearly 22,900 companies have received investment through the scheme. The latest 
quarterly Government data revealed that between 2013-2014, the number of companies 
using EIS had increased from 2,470 to 2,770. During that period, the total amount raised 
had risen from £1.03 billion to £1.53 billion, suggesting that alternative finance has indeed 
become mainstream in all but its name.  

A new agenda for regional business
Chancellor Osborne continued the Government’s push towards supporting regional business 
through a raft of policy announcements in his recent Autumn Statement. In an attempt 
to align enterprise growth rates and regional infrastructure across the British Isles – with 
a specific focus on the Northern Powerhouse – local authorities will now manage all 
funds accrued from business rates. Similarly, the Chancellor announced the creation and 
expansion of enterprise zones, taking the total to 44, in addition to a £12 billion local growth 
fund for regional councils. 

2015 for IW Capital
The past 12 months have been a momentous year for IW Capital, as we have not only 
seen our portfolio grow to over 20 vibrant companies, but we also delivered our largest 
investment to date, with the innovative peer-to peer foreign exchange platform, WeSwap.

2016 outlook
Looking to the year ahead, 2016 presents many exciting prospects for both the IW Capital 
team and the wider business landscape. 

With the launch of our brand new website this year, IW Capital is set to launch an industry 
intelligence library, complete with topical insights and company-specific news. The content 
will surround five key areas:

- Quantitative research regarding the opinions, behaviours and subsequent decisions of the  
 UK’s investment-minded population 

http://startups.co.uk/uk-alternative-finance-market-worth-76bn-a-year/
http://startups.co.uk/uk-alternative-finance-market-worth-76bn-a-year/


- The work of our portfolio companies and the sectors they respectively transform
- Pre-emptive market data and intelligence surrounding the UK’s SME and wider    
 investment landscape 
- Political and industry led reforms and updates that will affect the investment decisions of  
 our client group 
- Insights and opinion from the leadership team at IW Capital

Further to the above, January 2016 will see the launch of High-Growth 16 – an infographic 
that identifies the top small businesses to watch over the year ahead, with regard to 
entrepreneurial, product innovation and performance led prowess. We will also be launching 
the Tax Planning Index later in Q1, a nationally representative survey that dissects the 
investor-led intentions of 2,500 tax-planners across the nation.

2016 will undoubtedly be another transformative year for the UK’s SME community. Small 
to medium enterprises will continue to propel Britain into new territories through both 
high-performance and high-growth industries. Supporting this trend, alternative finance 
will also continue on its phenomenal journey as more self-investors explore non-traditional 
investment avenues; according to a study of 1,000 British SMEs, the popularity of using third 
party equity or alternative finance rose dramatically last year, with 29% of firms securing 
finance of this nature in 2015, compared to just 6% in 2014. Looking ahead, 34% would 
consider raising external equityi.

In terms of the future of the Enterprise Investment Scheme, we anticipate that leading 
industry bodies will lobby for change following the legislative alterations that were 
introduced in 2015. Nevertheless, the latest statistics, released in October 2015, 
demonstrate that the scheme is in good health; figures released from HMRC regarding EIS/
SEIS investment suggest that in 2014-15 there was an increase of 48% in monies raised 
compared with 2013-14ii.

As the UK continues its successful transition into a vibrant economy driven by the 
technology, professional services and construction-based industries, we strive to keep 
abreast of new business developments and offer directed support. Britain’s thriving small 
business community once again proved invaluable for innovation, growth and employment. 
With the arrival of the New Year, we look forward to what 2016 holds for IW Capital and the 
businesses we support.

i The Albion Growth Report 2015
ii Wealth Briefing

http://bit.ly/1Pf8b1R
http://bit.ly/1n4kUOv
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