


Debt and Equity: 
The Nation’s SME Investor Profile for 2017
 
The UK ranks as the second most entrepreneurial country in the world and with this 
comes a raft of lucrative investment opportunities spanning a variety of sectors. A 
number of government-backed initiatives have recently been announced to support 
growth enterprise, all of which complement existing tax-efficient programmes such as the 
Enterprise Investment Scheme (EIS) and Seed Enterprise Investment Scheme (SEIS). A 
strong culture of globally renowned entrepreneurship, coupled with an increasing number 
of initiatives that aim to promote investment into private companies, has led to a solid 
small business ecosystem; one that shows no sign of slowing despite the advent of Brexit, 
the respective political overhauls of Theresa May and Donald Trump, and the record-drop 
in interest rates.  
 
Serving as testament to the UK’s entrepreneurial prowess lies the resilient support of the 
nation’s investor community; recent IW Capital research found that 6.62 million investors 
in the UK expect entrepreneurs to continue playing a critical role in driving private sector 
growth in 2017. Indeed, the Investor Index 2017 revealed that the events of 2016 may 
in fact catalyse movement within the investor community as opposed to speculated 
uncertainty. To that end, the index unveiled that over 2 million investors have entered 
the year with a greater risk appetite and are now seeking access to new investment 
classes. As for the specific impact of Brexit, the data highlighted its onset as a perceived 
opportunity for a significant number of UK investors, with 44% stating that the UK parting 
company with the EU will have a positive impact on their investment strategies.  
 
However it is not just the private sector that is focused on the potential of Britain’s small 
and medium sized enterprises (SMEs) in the current climate; the Government’s agenda 
has recalibrated around the UK’s entrepreneurial support system, with a directed objective 
to support scale-ups. A host of policy-backed initiatives that support growth enterprise 
– including the Patient Capital Review, the Bank Referral Scheme and the appointment 
of the nation’s first Scale-Up Champion, Margot James – have launched in the last six 
months alone. Furthermore, through the Modern Industrial Strategy, the contribution of 
existing schemes such as the EIS have been highlighted as particularly significant in the 
encouragement of SME investment, with the Government announcing a record growth 
rate of 62% in the number of venture investments made, in comparison to that of 2014.  
 
The renewed focus on SME growth comes as the Bank of England has, for a second time, 
revised upwards its forecasts for UK economic growth, raising predictions from 1.4% 
growth in 2017 to 2%. Furthermore, the positivity is being reflected across the private 
sector as a whole; in February 2017, a study by American Express found that 50% of UK 
SMEs are anticipating that their revenue will grow by at least 4% this year. 
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Choosing between Debt and Equity Investment
 
The UK boasts a growth finance market that is currently valued at £3.9 billion, presenting a 
diverse body of investment opportunities that have respectively contributed to over 3,900 
UK companies in the last year alone. Within the private equity and venture capital arena, 
initiatives such as the EIS have proven to be a vital growth-engine, with more than 24,500 
companies having now received £14.2 billion of investment since its inception in 1993.  
 
Within this diverse spectrum of investment options, debt based peer-to-peer (P2P) lending 
constitutes the largest proportion. Serving as a significant pillar of scale-up progression, 
£1.6 billion worth of debt-based transactions were facilitated into small and medium 
businesses in 2016, with debt platforms witnessing the fastest rate of growth – rising by 
288% between 2013 and 2014 and experiencing 99% growth between 2014 and 2015. 
The rapid growth of P2P business finance represents a historic shift in the nation’s growth 
capital infrastructure and one that is only seven years in the making. A recent Deloitte 
study predicted that the UK’s P2P sector could be worth as much as £35.5 billion by 2025 
and argues that banks could benefit from adopting some of the industry’s best practices. 
 
Looking forward, with both the private and public sectors demonstrating significant 
support for the UK’s body of 5.5 million SMEs, interest in SME finance has reached new 
heights. In IW Capital’s Investor Index 2017 report, 1.72 million UK investors said they 
intend to invest in SMEs in 2017 through either debt or equity deals. With both equity 
and debt-based investments proving to be some of the most popular investment options 
to exist on the market, it is crucial that this demand is met by new opportunities for 
investment. By combining its existing equity operation with a new debt arm, IW Capital is 
well placed to support the growing levels of investment across both sectors effectively.

Luke Davis, CEO, IW Capital

“Over the past year, investors have clearly started to act on their positive sentiments 
towards British businesses by turning to alternative investment methods. That is part 
of the reason why we have seen a significant increase in exciting, young and dynamic 
companies with immense growth potential across the UK. Equity investment has always 
been tailored towards specific companies, and with investor appetite growing, it’s logical 
for us to expand our services into the debt arena, offering some of the most lucrative 
opportunities on the market. 

“It’s important we provide as much financial support for our inspiring business community 
to ensure we overcome financial barriers inhibiting their growth. We have some fantastic 
opportunities lined up, and I look forward to presenting them to our clients.”
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Tariq Attia, Head of Private Clients, IW Capital

“The new debt investment arm launched by IW Capital very much complements our 
existing involvement in tax efficient investment through the EIS. The debt-based service 
offers a route to growth capital that is secured by way of asset-backed finance, suitable to 
the more risk-averse investor desiring short-term returns within a clear exit timeframe. 

“By presenting our investors with the most promising debt and equity investment 
opportunities emerging from the UK’s private sector, IW Capital will continue to support 
the growth of entrepreneurial Britain. Such dynamic enterprises will of course have 
differing needs, with some looking to bring active investors on board to build a plan 
for rapid growth, while others will seek an injection of vital growth capital without 
surrendering any equity in their business. Both forms of investment offer strong returns to 
investors and variety will be essential to providing maximum support to the nation’s most 
ambitious businesses”

IW Capital will continue to provide the latest industry insights to support the investment 
plans of private investors throughout 2017. Our exclusive investor community – Access 42 
– not only presents members with our latest debt and equity investment opportunities, but 
also provides them with industry-leading research reports and vital insights to help inform 
their investment strategies.

To join Access 42, click here.
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