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2016 has been a defining year for Britain’s private sector businesses. The country’s bustling 
community of relentless entrepreneurs – particularly those driving innovative, high-growth 
scale-ups – promises to steer how the UK economy looks and performs for the foreseeable 
future. As the economy adjusts to a series of transformative political and financial events that 
will significantly alter the UK’s domestic and international business profile, the private sector 
has proved its resilience. With British scale-ups stimulating productivity across the nation’s 
entrepreneurial hubs, Chancellor Philip Hammond’s assertion in the Autumn Statement that 
“Britain is open for business” is truly appropriate for 2016 and beyond. 

The year began with gusto-backed sentiments, with former Chancellor of the Exchequer George 
Osborne stating that SMEs were “leading the charge in rebuilding the country’s economy”, adding 
that they were now “the backbone” of the private sector. This positive affirmation was confirmed 
by the business birth rates experienced across the year; the number of private sector businesses 
operating in the UK increased by 97,000 to reach 5.5 million this year, a 2% increase on 2015’s 
figures. Supported in no small part by an expanding private sector consisting of innovate and 
disruptive small businesses, the British economy effectively weathered global market shocks to 
sustain a stable rate of economic growth. The British Chamber of Commerce anticipates that 
the nation’s GDP is on track to rise by 2.1% in 2016, fuelled by robust consumer spending and an 
increase in business investment in the quarter following Britain’s decision to leave the European 
Union (EU). 

2016 also proved to be the year that alternative finance finally joined the ranks of mainstream 
lending options for businesses and investors. Having facilitated £3.2 billion in investments, loans 
and donations in 2015, the alternative finance industry grew by an astonishing 84% last year. The 
rising demand continued well into 2016, with record-breaking crowdfunding rounds for renowned 
British scale-ups such as WeSwap and BorrowMyDoggy. Supporting a momentous year for 
scale-up progression, the Autumn Statement began to deliver on promises made in the preceding 
Budget; serving as a key reflection of the priorities in the Chancellor’s first and last statement, 
Philip Hammond pledged £400 million in venture capital through the British Business Bank (BBB) 
to support private sector growth. 

Key 2016 Autumn Statement Announcements for Scale-up Britain
• £400 million in venture capital funding through the British Business Bank to unlock 

£1 billion in growth finance;

• £23 billion will be invested into technology, housing and transport infrastructure 
through the National Productivity Investment Fund;

• Corporation tax will be lowered to 17% by 2020;

• Rural businesses will now be exempt from business rates, offering micro-businesses 
tax breaks worth up to £2,900. 

http://iwcapital.co.uk/iw-capital-celebrates-weswap-story/


Throughout the year, IW Capital has eagerly observed and updated our investor network on 
key industry events, and their subsequent impact on SME investments. With national investor 
sentiment forming a priority theme across the national research we drive, our future-facing 
reports have unveiled encouraging levels of confidence and support towards UK scale-ups in the 
context of this year’s portfolio strategy. Furthermore, as an increasing number of investors have 
already stated that they were both optimistic about the future growth prospects of SMEs, and 
are considering alternative finance as part of their investment plan across the next 12 months, 
the private sector ranks equally high on the agenda of both private investors and the British 
Government.   

As we prepare for 2017, IW Capital has rounded-up the key economic and political events to 
affect British SMEs over the course of 2016, highlighting their broader impact on the SME 
investment landscape. Furthermore, with Brexit negotiations set to commence in March 2017, 
this report also provides an outlook on what the next 12 months are likely to mean for our 
community of scale-ups.

Another Record-breaking Year for the Enterprise Investment Scheme

The Enterprise Investment Scheme (EIS) continued to play a central role in generating a 
proportion of the vital growth capital sourced from the alternative finance market. Revised 
statistics from October 2016 revealed that over 24,620 individual companies have received 
investment through the scheme since its inception, with almost £14.2 billion of funds raised. 
Furthermore, over the course of the last tax year, more than £1.8 billion was invested through 
the EIS into eligible UK businesses. These updated figures are evident of the positive sentiment 
investors and companies hold towards tax-efficient investment schemes like the EIS. In light of 
Spring Budget reforms to Capital Gains Tax and pensions, it is likely that use of the scheme will 
continue to rise steadily.

Following the 2016 Spring Budget and commencement of the new tax year, IW Capital’s Taxpayer 
Sentiment Report revealed that a significant number of investors are considering the EIS as part 
of their tax plans for the coming financial year. The research also highlighted that investors in 
Britain with over £40,000 worth investments are paying on average £26,058 in income tax – 
more than four times the national average. Of this same group, 54% said they are considering 
investment through the EIS in 2016/17. 

Positive investor sentiment towards the EIS as a means for supporting British businesses 
will continue to help plug the funding gap currently facing start-up and scale-ups. An inquiry 
launched by the British Parliament’s Business, Energy and Industrial Strategy Committee into 
business access to finance recognised the growing importance of the EIS, and venture capital 
schemes more generally, in supporting SME growth. The Committee stated: “We recommend 
that the Government directs resources towards promoting the Seed Enterprise Investment 
Scheme (SEIS), EIS and Venture Capital Trust (VCT) schemes. This includes the British Business 
Bank working with HMRC to consider how to improve promotion of the schemes.”

2017 is set to be another defining year for the EIS. Based on the rise of funding being facilitated 
through the scheme, coupled with positive investor sentiment and Parliament recommendations, 
the 2017 Spring Budget and subsequent economic announcements should hopefully enhance 
accessibility to the EIS, and venture capital schemes more generally.

http://iwcapital.co.uk/taxpayer-sentiment-report-2016-2/


Britain Leaves the European Union

On 23 June 2016 Britain voted on whether the country should remain within the EU. More 
than 33 million adults – 72.2% of the UK electorate – cast their vote in what was described by 
former Prime Minister David Cameron as “a giant democratic exercise, perhaps the biggest in 
our history”. With the decision to leave the EU confirmed on 24 June, the FTSE and the value of 
the sterling fluctuated notably as markets reacted to the referendum announcement. Following 
a short adjustment period and the appointment of Theresa May as the new Prime Minister, the 
private sector proved resilient. Prime Minister May was also quick to champion the role of British 
enterprise, stating: “From dynamic start-ups to established family firms, our small and medium 
sized businesses are the backbone of our country.” 

In the weeks following the Brexit announcement, IW Capital research explored whether or not 
Britons fully understood the implications of Brexit on economic markets, and moreover, their 
personal finance. The research also revealed investor attitude towards British SMEs as viable 
investment opportunities outside of the Single Market. 

Titled ‘Understanding Investor Sentiment in the Wake of Brexit’, our research found the below 
insights:

• The majority of British investors (52%, or 12.9 million investors) would consider supporting 
the UK’s SMEs through private investment despite uncertainty surrounding the Brexit 
negotiations

• Over half of UK adults do not fully understand the implications of Brexit on their investment 
strategy (58%), pension plan (56%) and tax bill (52%), highlighting the need for greater 
education and clarity

The study was conclusive in its findings, highlighting that despite the levels of uncertainty 
created by Brexit, resoundingly positive sentiments remain among British investors towards the 
UK’s small to medium sized businesses. Overall, the majority of the UK’s private investors have 
signalled considerable confidence towards SMEs as a viable investment opportunity in the post-
Brexit climate – despite a fall in all other comparative asset classes. 

Interest Rates Hit Historic Lows

On Wednesday 3 August 2016, the Bank of England (BoE) made the decision to cut UK interest 
rates from 0.5% to 0.25% – the lowest they have been in their 322-year history and the first 
time interest rates have been reduced since 2009. Six weeks later, on 15 September, the BoE 
announced that it would be keeping interest rates at 0.25% – a decision it repeated in mid-
December.

Designed to ward off the risk of Britain heading into an economic recession in the wake of the EU 
referendum result, the action taken by the BoE had an immediate impact upon borrowers, savers 
and investors alike. 

In light of the record-low interest rates, IW Capital research revealed that 30% of British adults 
– equating to 15.4 million people across the UK – are considering alternative finance as part of 
their investment strategy over the next 12 months.

http://iwcapital.co.uk/access-42/login
http://www.iwcapital.co.uk/access-42
http://iwcapital.co.uk/access-42/login


The findings were encouraging, demonstrating the health of the initiative and confidence in SME 
progression at a time of transition for the UK. Moreover, the research showed that among the 
18-34 year olds, the percentage of people looking to invest through alternative finance schemes 
such as the EIS rose to 38%.

While the above findings provide a cause for optimism, with many Britons looking to invest in 
SMEs through alternative finance, the results also yielded some important insights regarding 
the need for greater education and awareness around the scheme. Specifically, the survey 
showed that 43% of consumers and investors in the UK do not feel as though they have 
sufficient knowledge of alternative finance to decide whether to incorporate this into their future 
investment strategy. 

The knowledge gap is something IW Capital has been proactively addressing throughout 
the year, supported in particular by the launch of Access 42. Created as part of our ongoing 
efforts to inform and educate the UK’s community of private sector investors, the Access 42 
network provides its members with unlimited access to industry leading research reports 
and infographics, ensuring their investment strategies are adequately informed. Equally, the 
knowledge-share is supported by on-hand support for all areas of focus and discussion, not to 
mention subsequent access to the nation’s most promising SME investment opportunities. 

New Opportunities in Debt 

With record-low interest rates creating a new wave of investment and finance opportunities 
across Britain, investor appetite is clearly rife for alternative finance options. The accelerated 
expansion of debt-based investment in the UK has demonstrated the important role of alternative 
lending in supporting long-term business growth. In 2015, secured and unsecured debt-based 
transactions between individuals/institutions and businesses totalled an astounding £1.5 billion. 
Most significantly, this represents a 99% year-on-year growth rate, which increases to 194% when 
averaged between 2013 and 2015.  

To complement our delivery of equity investment into British SMEs and meet future investor 
demand, IW Capital launched a new service facilitating private debt-based investment into 
scale-up companies across the UK in October 2016. This service will help unlock the full growth 
potential of scale-up companies in need of debt-based investment, and offer our investor network 
access to a dynamic new collection of scaling businesses.

Government Geared towards Scale-up Britain 

In the five months following her appointment as Prime Minster, Theresa May made her support 
of scale-up Britain resoundingly clear. Speaking at the Confederation of British Industry (CBI) 
in the days leading up to the highly-anticipated 2016 Autumn Statement, the PM reaffirmed 
her commitment to the long-term growth of the private sector by ensuring more start-ups 
successfully convert into scale-ups.

She stated: “There is no point having great ideas, great products, great start-ups, if you can’t get 
the investment you need to grow your business here. For while the UK ranks third in the OECD for 
the number of start-ups we create, we are only 13th for the number that go-on to become scale-
up businesses.”



In the same week, Chancellor Philip Hammond delivered what would prove to be his first and last 
Autumn Statement on Wednesday 23 November. Having been appointed Chancellor following 
Theresa May’s cabinet reshuffle, Hammond’s Autumn Statement was the Government’s first 
public opportunity to demonstrate how it would be stimulating national productivity in light 
of record-low interest rates and the Brexit announcement. In a positive step forward, the new 
Chancellor used the statement to recognise and support Britain’s entrepreneurial potential as a 
nation that is ‘open for business’. 

The paramount objective of business productivity was a clear theme, with the Chancellor 
announcing a wave of new investment initiatives to support scale-ups across the country. 
Emphasis was placed specifically on the regions outside of the capital – a much-needed National 
Productivity Investment Fund of £23 billion is to be spent to enhance national innovation and 
infrastructure over the next five years. This is the biggest government investment programme to 
have been announced in over a decade. 

Regarding specific venture capital initiatives to support business, the Chancellor’s commitment 
of £400 million in venture capital funds through the BBB is a positive step forward for scaling 
companies. The measure reflects a government that recognises the undeniable significance that 
private capital serves for growth. 

With approximately 100,000 small businesses rejected each year by high-street banks, equating 
to £4 billion worth of business loans turned down, the injection of venture capital funds through 
the BBB will open these businesses to a new source of growth capital by unlocking £1 billion in 
additional finance. To ensure high-growth tech companies are not absorbed by larger companies, 
the Chancellor stated that these funds will support the long-term scale-up potential of SMEs. 

The Autumn Statement is set to benefit the UK’s body of disruptive scale-up companies, offering 
them the infrastructure, technological upgrades and financial support required, thereby enabling 
them to compete on an equal footing with large private companies. For SME investors, this is 
a welcomed step forward, championing British entrepreneurship and nurturing an environment 
that enables long-term business growth as the nation prepares for Brexit.

Immediately following the Autumn Statement, IW Capital updated the SME Heatmap with the 
key policy announcements that are likely to impact small business progression across some 
of the nation’s leading entrepreneurial hubs. As we wait to see how the Autumn Statement will 
truly impact British scale-ups, the SME Heatmap will be updated throughout 2017 with the latest 
industry and regional statistics, revealing the sectors and regions that will define the next five 
years of private business investment.

Outlook for 2017

If 2016 was the year of defining political announcements, 2017 looks set to be year of transition 
and transformation for Britain. Record low interest rates, a new Prime Minster and Cabinet, and 
a forthcoming withdrawal from the European Union have placed Britain in a unique position, one 
that could present significant investment and business opportunities over the course of the next 
12 months. As Britain forges its own independent brand separate to Europe, it is pleasing to see 
the Government recognises the vital role of scale-ups in supporting productivity, not just in the 
capital but across the nation.

http://iwcapital.co.uk/sme-heatmap-sectors-that-scale/


Moreover, the decision to invest £400 million in venture capital funds through the BBB is set to 
unlock £1 billion in scale-up investment, opening businesses to new sources of growth capital 
and ensuring more start-ups can successfully convert into scale-ups.

In the lead-up to the 2017 Spring Budget next year, it is vital that the Government maintains 
momentum in alternative finance by presenting measures that enhance investor and business 
accessibility across debt and equity. Reducing the red tape and lead-time involved in these 
investments is something the Government should continue to work on, giving scale-ups fast and 
effective access to finance. Doing so will ensure investors and SMEs are able to take advantage 
of the opportunities on offer in 2017.

With investors turning to alternative sources of finance to support their long-term financial 
strategy, equity and debt-based investment into SMEs is also likely to grow in popularity over the 
next year. IW Capital will continue to serve the UK’s investor community in support of this – we 
will consistently present the front-runners defining the nation’s high-growth SME landscape to 
our network of investors, while also producing vital industry-leading research on the key issues 
affecting scaling businesses and taxpayers. With our underlying priority being to ensure our 
investor network has access to the latest industry news and research, 2017 will also be the year 
that we consolidate our recently launched debt arm and look to the next generation of rising 
scale-ups to join our portfolio of high-growth companies. 

We look forward to working with our network of private investors over the year ahead and supporting 
the exciting SMEs that are driving productivity and growth across the UK economy. If you wish to speak 
to a member of the IW Capital team about becoming a member of Access 42 or how we can help with 
your investment strategy in 2017, call us on +44(0)20 7015 2250, or email info@iwcapital.co.uk.

mailto:info@iwcapital.co.uk
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