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Introduction (,',MA‘A
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In December 2014 we commissioned Charterhouse Research to conduct three short, focused surveys
with previous respondents to the main Charterhouse Business Banking Survey (BBS).

The follow-up surveys were intended to fill specific evidence gaps, not covered by the BBS or our
qualitative research.

The surveys were focused on the following topics:
1. SMEs applying for finance;
2. How start-ups choose their business bank account (BCA); and
3. What happens after the end of the free banking period.
These slides present the findings from all three surveys.
These slides are structured as follows:
1. Background: Research Objectives
Methodology
Results survey 2a: How start-ups choose their BCA?
Results survey 2b: What happens after the free banking period?

o &~ Db

Results survey 1: SMEs applying for finance
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We wanted to understand the following:
Start-ups
1. Why do SMEs go to their PCA bank when choosing their BCA and do they consider other banks?

2. What do SMEs consider are important factors when they choose their BCA and do they consider
a wider range of factors beyond their immediate business needs?

3. How easy is it for SMEs to compare between different banks when they are starting out?
4. What are the barriers to entry in attracting start-ups?
End of free banking

1. Do businesses consider switching at the end of free banking?
2. If they did, why did they not switch?
3. Do SMEs negotiate? If they do, how successful are they?

Applying for finance
1. Why did the business need finance?

What types of finance & organisations did they consider and what information did they use?
Why did or didn’t they use their main bank?

Did they seek to compare prices and products?

Al N

Did they attempt to negotiate on the price?



Methodology CM
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Eligible sample identified from the main Charterhouse BBS in 2014 (of those willing to be re-
contacted).

- Start-ups identified as businesses that started trading in 2013 or 2014. As such they were up to
two years old at point of our survey.

- The sample for survey 2b were businesses that had started trading in 2010, 2011 or 2012
according to the 2014 BBS, so they were between 2 and 5 years old at the point of our survey.

- The sample for survey 1 (SMEs applying for finance) were simply those that applied for finance in
the last 12 months (at the time of the main 2014/2013 BBS interview).*

The eligible SMEs were then re-contacted to take part in one of our follow-up surveys
- Questionnaires were approximately 10 minutes long
- Fieldwork March, April and May

In total Charterhouse Research achieved 252 interviews in each survey 2a and survey 2b, and 406
interviews in survey 1 on applying for finance. All surveys covered all the regions and nations in
the UK.

* Note: Those that were simply renewing an overdraft facility were excluded from the survey
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Weighting

- The interviews are not representative of the population in terms of region. Scotland is over-sampled
in the BBS, which has fed through to the follow-up interviews while London received a lower
response rate than other regions. To correct for this we have weighted the data so that London
interviews receive more weight and Scottish interviews receive less. Additionally the weights for
survey 1 (applying for finance) also correct for the turnover profile of the SMEs in our achieved
follow-up interviews. Specifically:

= The population targets for each survey were estimated by the weighted distribution of region
from the GB Charterhouse BBS filtering on the particular population of interest (either start-
ups, 2-5 year old businesses, or those applying for finance). For survey 1 (applying for
finance) the same was done for SME turnover.

=  Weights were then applied on region to bring the achieved sample in line with the estimated
population targets (London, Scotland, and rest of UK for all three surveys, and additionally 3
turnover bands for survey 1).

Caveats:

- Due to filtering of the questions, occasionally our sample/base size falls below 70 interviews. As
the precision of our results deteriorates as the sample size falls, we have not reported results as
percentages where the unweighted base size is below 70. In these cases we simply report the
number of people that give a certain response.

* Note: Those that were simply renewing an overdraft facility were excluded from the survey
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Results:
Start-up survey (2a)



Summary of Key Findings CMA "
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Why do SMEs go to their PCA bank when choosing their BCA and do they consider other banks?

Just over a third of start-ups go straight to their main bank and do not search elsewhere when
choosing their BCA. Just over half (55%) search around other banks.

Satisfaction with their personal bank is the most common reason why start-ups do not search and go
straight to their main bank. Ease and knowledge of transaction history are the next most popular
reasons for going straight to their main bank.

Regardless of whether start-ups search around half (50%) end up taking out their BCA with their
personal bank provider.

What do SMEs consider are important factors when they choose their BCA and do they consider a
wider range of factors beyond their immediate business needs?

The most important factor for start-ups when choosing their BCA is the offer of free banking (26%).
But branch location and their personal bank are also important (and when considering all factors
there are almost as many mentions of branch location as free banking). Other factors such as the
offer of relationship managers, offer of a wide range of products and services, overdrafts and
willingness to lend are less important in their choice of BCA.

Some start-ups do consider longer-term aspects such as future fees. Over 70% of start-ups reported
that they considered or looked at future fees. However, at least half (52%) were prompted by the
bank.



Summary of Key Findings CMA "
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How easy is it for SMEs to compare between different banks when they are starting out?

When choosing their BCA the majority of start-ups (58%) do not compare different banks. Of those
that did compare banks, over half did so superficially.

Bank website and branch visits were the most common information sources for start-ups to collect
information. Only 9% reported that they looked at price comparison websites.

Prices on the whole were considered to be transparent. Over 73% of SMEs that considered future
fees reported that it was very easy or quite easy to find this information.

What are the barriers to entry in attracting start-ups?

The importance and use of branches by start-ups was particularly noticeable, with at least 84%
reporting that it is either very important or quite important to their decision of who to bank with, and
82% using their local branch to open their BCA account. Paying in cash or cheques and taking out
cash were the main reasons start-ups needed access to branches

Similarly, the need to offer a PCA alongside a BCA is also important for new banks as this is a
significant source of customer acquisition. Satisfaction with main bank, ease and having a
transaction history are important factors driving SMEs choice to bank with their personal bank



Over half of start-ups went straight to their personal bank
or thought about their personal bank when deciding to CMA
open a BCA Competition & Markets Authority

When you initially decided to open a business bank account would you say...?

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m | went straight to the provider of my personal current account and didn’t look elsewhere
m My first thought was my personal bank account, but | did search around with other banks
u | searched around. | didn’t really take where | bank personally into account

= Other

50% of start-ups had the BCA with the
same bank as their PCA.

Survey 2a (Start-ups), Question B1 and B14
Base: All (252)



Satisfaction with their personal bank was the most

common reason these start-ups did not look elsewhere CMA

Competition & Markets Authority

Why did you not look elsewhere?

| am satisfied with my personal bank

| thought it would be easier, my bank already has all my details

Know your history, quicker/easier to process your application

Too much hassle

| thought my bank would give me a better deal

Other

Local

Free banking

| thought no other bank would offer me a Business Current Account as | am a
start-up

It offers a wide range of financial products

| prefer to have all my finance/accounts with one provider

My bank contacted me suggesting that | open a Business Current Account
with them

Survey 2a (Start-ups), Question B2 (multicode)
Base: All who went straight to PCA provider (84)

_—
I 20%
I 17% —
I 17%

Bl 5%
B 5
B 3%
Bl 3%
B 3%
B 2%

B 2%

1%

0% 10% 20% 30%

56%

However 54% mentioned
ease and knowledge of
their transaction history
as reasons for going
straight to their main bank

40% 50% 60%
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When choosing their BCA provider the offer of free banking was the
most important factor, but location and their personal bank were also CMA
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What were the most important factors you took into account when choosing which
bank to open your BCA with...?

Offers free banking 26%
Branch convenient location/near business I 17%
They are my personal bank I 17 %
Attractive transaction charges or fees NN 7%
Good reputation (including being known for good service) I 6%
Offers Internet/mobile or telephone banking N 3%
A free overdraft period I 3%
Showed an interest in my business N 2%
Recommended by an accountant, business advisor, or mentor N 2%
Willing to lend/competitive interest rates on lending Il 2%
Have other financial products with them Il 2%
Experience of good service from staff in branch or on the phone Hl 2%
Recommended by another business, friend or family Bl 1%
Offers a relationship manager Il 1%
Offers additional features/services/benefits available on the account Hl 1%
Transparent and easy to understand charges I 1%
Use of post office as a branch 1l 1%

Competitive interest rates for deposits Bl 1%

0% 5% 10% 15% 20% 25% 30%
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Survey 2a (Start-ups), Question B3
Base: All (252)



When asked to mention all important factors there were almost as
many mentions of branch location as free banking

CMA
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What were the important factors you took into account when choosing which bank to

open your BCA with...?

Offer of free banking

Branch convenient location/near business

They are my personal bank

Attractive transaction charges or fees

Good reputation (including being known for good service)
Showed an interest in my business

Offers additional features/services/benefits available on the account
Offers a relationship manager

Offers Internet banking

Recommended by another business, friend or family

Have other financial products with them

Competitive interest rates for lending

A free overdraft period

Experience of good service from staff in branch or on the phone
Recommended by an accountant, business advisor, or mentor
Transparent and easy to understand charges

Willing to lend

Convenient in-branch services, like instant card printing

Use of post office as a branch

Competitive interest rates for deposits

I 7%

I 13%
I 8%
I 6%
I 4%

I 3%

I 3%

I 3%

I 2%

I 2%

. 2%

. 2%

. 1%

. 1%

1%

1%

. 1%

M 1%

1%

0.0% 5.0% 10.0% 15.0%

Survey 2a (Start-ups), Question B3 (multicode)
Base: All (252)

Note: The percentages record the proportion of all factors mentioned (rather than all SMEs)

19%

20.0% 25.0%
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This is consistent with other results in our survey, where the majority e
of start-ups reported that branch location was either “very important” c M A

or “quite important” to their choice of bank Competition & Markets Authority

How important to you choice of bank was having a convenient branch location / or a
branch that is close to your business?

_6%l

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

® Very important  ® Quite important  ®m Neither important nor unimportant Not very important  mNot at all important

Why do you need access to a physical branch?
Paying cash or cheques was the

Paying in cash or cheques NI 5% main reason why start-ups needed

. _— access to a local branch
Meeting a relationship manager/bank staff 9%

face to face

Access to a network of branches

Taking out cash [ 16% .
across the country was viewed as

Help and support with my business [l 8% “not very important” or “not at all
. important” for the majority of start-
In case something goes wrong B 3% ups (62%) A|thOUgh, 29% did
Financial advice || 2% view it as very/quite important.

0% 20% 40% 60% 80%  100%

Survey 2a (Start-ups), Question B6 & Question B7 (multicode)
Base B6: All (252), Base B7: All who felt branch location was important (212)
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The majority of start-ups opened their BCA in their local branch,
highlighting the importance of branches to customer acquisition of

new start-ups

cma
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What channels did you use to open your account?

100%
90%
82%
80%
70%
60%
50%
40%

30%

0,
20% 129 14%
0

- . .
0%

Branch Online Telephone

Survey 2a (Start-ups), Question B12 (multicode)
Base: All (252)

2%

Other

How long did it take to open your bank account?

100%
90%
80%
70%
60%
50%

42%
37%
20%

40%
30%
20% 16%
13%
10% 6% I I
o L]

Immediately ~ Within 48 hours  Within a week

®Branch ®Online or telephone

Survey 2a (Start-ups), Question B13
Base: All (252)

44%

22%

More than a
week
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Although some start-ups felt that relationship managers were important
to their choice of bank, this was much lower compared with the CMA

proportion reporting that branches were important Copetion i et Aty

How important to your choice of bank was

having a relationship manager/branch? Why is your relationship manager important to you?

70%
To provide advice and support to the
0, 0,
62% business 69%
60%
Someone that understands the needs of
my business and explains products and _ 29%
509% services to me
(o]
| have someone | can go to when things b
40%
32% More likely to get a better service [l 9%
30%
Personal/Face to Face / Single point of
20% contact M 6%
20%
13% More likely to help us when we get into . o
T 5%
o 8% difficulties
10% 5% %
3%
More likely to provide us with credit l 4%
0%
Very Quite Neither Not very  Not at all
important important important important important Other I 3%

nor
unimportant

0% 10% 20% 30% 40% 50% 60% 70% 80%
m Relationship Manager or Business Manager ®Branches

However, this may be related to the fact that they are start-ups and
have relatively simple needs

Survey 2a (Start-ups), Question B9 & B10 (multicode)
Base B9: All (252), Base B10: All who felt Relationship Managers were important in bank choice (146)
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When choosing their BCA the majority of start-ups (58%) did not

compare different banks against each other and most used banks’ own
websites to find out information, rather than price comparison site or

other search tools

cma
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Did you compare a number of banks against
each other?

= In an organised way considering each factor one at a time
= More superficially/considered all the factors in the round

= Not really at all

Survey 2a (Start-ups), Question B4
Base: All (252)

What information sources did you
consider when choosing your BCA bank?

Banks websites IGGGG—— 29%

<Rranch visits or leaflets from branches G 220

Online reviews

Went straight to provider of personal
Price comparison websites

Talking to other friends and family
None

Financial adviser, accountant or other
Talking to other business owners
DK/Not Sure

Banks direct mail/email/advertising
Other

Previous/Past experience

Financial advice websites e.g.
Business Banking Insights Website

Local Chambers of Commerce, and

Survey 2a (Start-ups), Question
Base: All (252)

I 15%
.. I 14%

I 9%
I 9%
I 7%

.. I 6%
I 6%

. 4%

However,
branches were still
one of the most
popular sources of
information for
start-ups to collect
information on
BCAs

N 3%
2%
o 2%
Il 2%

m 1%
1%

0% 5% 10% 15%

B5 (multicode)

20% 25% 30%
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Not all SMEs were offered free banking and of those that were, 8% did not
take this up suggesting that other factors such as convenience and CMA

personal banking are more important to some than the offer of free
bankin (o] Competition & Markets Authority

When choosing your bank were you offered
free business banking by any of the banks
you considered?

How important was free banking to your
choice of bank?

Of those offered free 100%

banking 8% did not take this
up.

90%

This is broadly similar to the 80%

proportion that did not
consider free banking
important at all.

70%

60% 56%

50%

40%

30%

20% 19%

0,
10% 10% 8%

8%
N

Very Quite Neither Not very Not at all
important important important nor important important
unimportant
=Yes =No
. : 17
Survey 2a (Start-ups), Question C1 Survey 2a (Start-ups), Question C3

Base: All (252) Base: All offered free banking (185)



fees they would have to pay at the end of the free banking
period. However, 52% were prompted by their bank Competition & Markets Authority

Over 70% reported that they considered or looked at the MAe

Before you chose who to bank with did you consider, or look in any way at the fees you would
have to pay at the end of the free banking period?

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Yes the bank pointed this information out to me and prompted me to think about it
m Yes | looked into this, but wasn’t informed by the bank until | enquired about it

® No | didn’t consider future fees at all

How much did you look into or research these fees? Which of the following is closest to your
actions?

| didn't look into this at all [ G
| didn't spend much time | AN

| researched the fees and charges of the bank | had chosen but didn’t _
compare banks

| spent time looking at fees and comparing banks mainly using a price _
comparison

| spent time looking at fees, comparing a number of different banks _
myself

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 18

Survey 2a (Start-ups), Question C4 and C5
Base C4: All who were offered free banking (185), Base C5: And considered future fees (129)



Of those start-ups that did consider future fees, most
found it very easy or quite easy to find this information

cma
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How easy was it to find this information on these fees?

45%

41%
40%
35%
32%
30%
25%
20% 18%
15%
10%
7%
5%
2%
0% |
Very easy Quite easy  Neither easy Quite difficult ~ Very difficult

nor difficult

Survey 2a (Start-ups), Question C6 & C7
Base: All offered free banking and considered future fees (129)

How important were these future fees to your final decision?

= Very important

= Quite important

= Neither important nor
unimportant

= Not very important

= Not at all important

R
@
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SMEs did not really consider unauthorised overdraft CMA‘

charges when choosing their BCA

Competition & Markets Authority
Were you offered an overdraft facility with your bank Were you informed about unauthorised
account? overdraft charges when you opened your

BCA?

= Yes =No

v

2%

Did you consider these charges when
choosing your BCA?

= A free overdraft facility

= An overdraft facility at the standard rates
= An overdraft facility at a negotiated rate;
= No overdraft facility

20

Survey 2a (Start-ups), Question C10, C13, C14 =Yes = No
Base: All (252)



In hindsight over one-third would have focused more on CMA‘

service quality when choosing their BCA

Competition & Markets Authority

And finally thinking back to when you originally chose your BCA, with the benefit of hindsight, would you . .?

| would have spoken to more banks about their current accounts 26%

| would have spent more time reviewing options 33%

| would have focused on the fees and charges and access to overdraft

facility 36%
| would have focused on their services quality - access to branches, 379
opening hours, relationship managers °

| would not have done anything differently 44%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Survey 2a (Start-ups), Question F1
Base: All (252)

100%

21
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Results:
End of free banking (2b)
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Summary of Key Findings CMA "
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Do businesses consider switching at the end of free banking?
Two-thirds (67%) of SMEs did not consider switching banks at the end of the free banking period.

Of these approximately 45% reported that this was because they were satisfied with their main bank.
But at least 21% reported that it was too much hassle and 7% that it would take too long.

Of those that did consider switching 46% said they considered switching accounts because it was too
expensive and 26% because they were offered free banking elsewhere suggesting that at least to
some price and financial considerations matter.

If they did, why did they not switch?
Despite a good proportion of SMEs considering switching, only 6% eventually switched.
Around half reported that they did not switch because it was too much ‘hassle’.

Do SMEs negotiate and if they do, how successful are they?

Even at the smaller end of the SME market there was some evidence of some attempts at
negotiation, either to receive an extension on the free banking period or to receive lower fees. But
only some were successful.

Most did not negotiate because they were not aware they could negotiate.

23



Background CMAe
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Of our sample: How important was free banking to your

choice of provider?

» All were offered free banking, with 60% .
approximately half (55%) reporting 50%
that free banking had been very 40%
important to their choice of BCA 30% 29%

(similar to the start-up survey) 20%
10% 5% 4% .

» On the other hand, a slightly higher 0% L] - o
proportion Compared with Start-UpS Verymperiant Qulte mportan imp'\cl::ti;hn?rnor irl;lgo\:tzrr):t iﬁop;[oar:aar:lt
reported that they did not consider unimportant
fees at the end of the free banking
period when they first chose their Did you consider post free banking fees?
BCA.

m Yes the bank pointed this
information out to me and
prompted me to think about
it

® Yes | looked into this, but
wasn’t informed by the bank
until I enquired about it

® No | didn’t consider fees at
all

= Can't remember

24

Survey 2b (End of free banking), Question B2 & B3
Base: All (252)



SMEs still on free banking

cma
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» 93% of our sampled SMEs
were now no longer on free
banking. 6% (equivalent to 19
SMEs in our sample) were
still on free banking.

» Of the 19 SMEs still on free
banking, at least 6 had
managed to extend their free
banking period by negotiating
with their bank.

Survey 2b (End of free banking), Question B4 & B6
Base B4: All (252), Base B6: No longer on free banking (19)

Notes: Only 19 respondents were asked B6, therefore results of this question should not be used

to infer percentages for the whole population of start-ups.

Has your initial period of free banking now
finished?

6% 1%

0

93%

=Yes =No =Don't know

Which of these is closest to your situation?

My bank offered me an extended free banking
period

My initial free banking period was extended after | _ 6
negotiated with my bank
I

| am still in the original period for free banking

©

25
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Of those no longer on free banking, around two-thirds A A
were informed about the end of free banking and that CMA A
new fees would apply by letter Competition & Markets Authority

How were you informed about end of free banking?

By letter from the bank 63%

one of these, this was only provided to me when | received my bank _ 17%
statement ¢
But 21% reported

can'tremember [N 10% that they were not
informed at all, or

only when they
received their
statement

By email from the bank . 3%

Other . 2%
By a phone call from the bank . 2%
Relationship Manager I 1%

Online and/or secure messaging I 0%

0% 10% 20% 30% 40% 50% 60% 70%

Survey 2b (End of free banking), Question B5
Base: All no longer on free banking (233)



When free banking finished, just under two thirds did nothing, e
but 18% did look at plans and tariffs offered by their current CMA

bank and 15% attempted to negotiate fees with their bank Competition & Markets Authority

What did you do when free banking finished?

I looked at different monthly plansitariffs offered by my bank to see _ 18%
which one
| contacted my bank to negotiate fees and other terms and conditions - 15%
| looked at other business current accounts at other banks - 13%

Other (specify) I 2%

0% 10% 20% 30% 40% 50% 60% 70%

27

Survey 2b (End of free banking), Question B7
Base: All no longer on free banking (233)



Negotiation c M Ae
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» Of those 38 SMEs (GQUivalent to 15% in the How successful do you feel you were at
previous slide) that contacted their bank to negotiating?

negotiate, 17 were successful. A similar number
were unsuccessful

» This would suggest that even amongst younger, _1

less experienced SMEs negotiation does occur,
but only on a small scale

0 5 10 15 20 25 30 35
> Of thOSG that dld not negotiate approximately m Successful, you received an extension on your free banking period
half reported that they did not negotlate because m Successful, you were offered a better plan with better fees and terms and
they were not aware they could a and quarter conditions
did not think their bank would negotiate their m Unsuccessful, the bank refused to change the fees and/or the terms and condition

fees. A further 20% thought there was no point
negotiating as all banks have similar fees

Other

Why did you not negotiate fees/conditions post free banking?

Wasn'’t aware | could negotiate fees with my bank T 549,
| was happy with my current account plan/deal T T T 40%
| thought the bank would not negotiate my fees with me ITETEETEEEEEEEEEEE——————— 259,
There is no point negotiating fees, all banks have similar fees TTEETE————————— 20%
Other m———— 0%,

Have/did negotiate = 49,

Too busy/not enough time = 4%
Hard/difficult to contact == 2%

Survey 2b (End of free banking), Question B9 & B8 (multicode) 0% 10% 20% 30% 40% 50% 60%
Base B9: All who tried to negotiate (33), Base B8: All who didn’t try to negotiate (200)
Notes: Only 38 respondents were asked B9, therefore results of this question should not be used to infer percentages for the whole population of start-ups.
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Consideration of Switching

cma
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» Two-thirds (67%) of SMEs did not
consider switching banks at the end
of the free banking period.

» Of the one third that did not
consider switching 45% said this
was because they were satisfied
with their main bank

> But 21% reported that it was too
much hassle and a further 7%
thought it would take too long

Survey 2b (End of free banking), Question C1 & C2

Did you considering switching when free banking

nded?

=Yes = No

Why did you not consider switching business bank
[when free banking ended]?

Satisfied with my bank

Too much hassle

The charges are too small to switch

| have all my payments linked to this account
Other

Takes too long

| have other products linked to my bank
Little point as they’re all the same

Changing my bank account provider is not

| am satisfied with the support provided by
Local Branch

| am in my overdraft limit so | cannot switch
Relationship with branch/bank

Worried about continuity of payment/access
The bank understands my business

My bank offers good value for money

| will lose my overdraft/don’t think my new

Base C1: All no longer on free banking (233), Base C2: All who did not consider switching (155)

I 45%,
e 21 %,
s 12%
s 0%
7%
s 7%
. 6%
5%
..Jmmm 59,
. 4%
. 4%
m 3%
= 2%
LA 1%
1 1%
1 1%
.1 0%

0%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Consideration of switching CMA t

Competition & Markets Authority

Why did you consider switching [when free banking ended]?

Business current account too expensive 46%
Was offered free banking somewhere else [N 26%
New fees and charges too complex [N 16% Of the 33% that
considered switching,
To compare deals from other suppliers N 12% 46% reported that high
charges was the principal
0, -
Other NN 9% reason they considered

switching. A further 26%
reported that they had
Lack of interest in my business [l 2% been offered free banking

elsewhere

Poor service from service centre looking after day to day banking [ 6%

Regular errors re day-to-day admin [l 3%

Lack of support proactivity/contact from relationship manager [l 3%
One or two major errors/mistakes [l 1%

Regular error re account transactions [l 1%
Change of relationship manager [l 1%
Poor overall service of relationship manager [l 1%
Unwilingtolend [l 1%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Survey 2b (End of free banking), Question C3
Base: All who considered switching (78)



Consideration of switching

cma
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» However, only 6% eventually switched

» Of those that considered switching but
did not switch, 70% reported that it was
either:

» too much hassle;

» takes too long; or were

» worried about continuity of
payments/disruption to the
business

Did you actually switch?

0% 20% 40% 60%

EYes mNo

Why did you decide not switch?

Too much hassle
Satisfied with my bank
Other

Takes too long

Worried about continuity of payment/access to accounts/disruption to..

Still deciding

Little point as they’re all the same

| have other products linked to my bank account

Changing my bank account provider is not the top of my priority
My bank offers good value for money

| am satisfied with the support provided by my relationship manager
| receive better fees with my main bank

The charges are too small to switch

| have all my payments linked to this account

Due to change shortly

I am in my overdraft limit so | cannot switch

| will lose my overdraft/don’t think my new provider will provide me with..

The bank understands my business

Survey 2b (End of free banking), Question C5 & C6

. 49%,
s 15%
e 7 Y,
s 12%
e 99
7%
8 %o

mm 4%

4%

m 3%

mm 3%

mm 3%

mu 3%

mm 3%

s 6%

1%

1%

m1%

0% 10% 20% 30% 40% 50% 60%

Base C5: All considered switching (78), Base C6: All who considered but did not switch (72)

80%

70%

80%

100%
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Monitoring the cost of their account CMA ‘

Competition & Markets Authority
> Most (77%) of our sample said they monitored the Do you monitor the costs of having
cost of their account. your BCA?

» But 23% said they did not ever compare the cost of
their BCA with other providers.

> 33 of the 55 SMEs in our sample who compared e
costs with other providers said they made
comparisons about once a year.

= No

How often do you make these comparisons?

Do you ever compare costs to other BCA
providers?

=Yes
0 10 20 30 40 50
= No
H Less frequently than once a year m About once a year
= Semi-annually = Quarterly
= Monthly
Survey 2b (End of free banking), Question E1 & E2 & E3 32
Base E1, E2: All (252), Base E3: All who compare costs to other providers (55)

Notes: Only 55 respondents were asked E3, therefore results of this question should not be used to infer percentages for the
whole population of start-ups.



Multiple product holdings

cma

Competition & Markets Authority

» 40% of our sample had another product
with their main bank.

» The most common products held were
credit cards and PCAs

Do you have any other banking products
with your main bank?

= Yes

= No

Survey 2b (End of free banking), Question D1 & D2
Base D1: All (252), Base D2: All with multiple product holdings (104)

If yes, what banking products are these?

Business credit card

Personal Current Account

A deposit account

Overdraft facility

Other

Personal credit card

ISA

International/Foreign Currency/exchange
Merchant Solutions

Secured business loan

Personal loan

Commercial mortgage

Debit Card

Invoice discounting/factoring/sales finance

Insurance

I 27%
D 13%
I 13%

I 10%

. 8%
. 8%

B 6%

N 6%

BN 6%

Bl 4%
B 3%
B 3%

M 2%

B 1%

Unsecured business loan | 1%

0%

5%

10%

15%

20%

25%

30%

29%

35%
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Multiple product holdings

cma

Competition & Markets Authority

If yes, why did you take out these banking products with your main bank?

They offered me a better rate

| like to manage all my accounts and financial products from one bank

It is easy to link this to my account

| thought the process of opening these accounts would be easier

Other (specify)

Personal experience

My own bank proactively suggested it to me

Bank offered it/came with the account

| thought the process of opening these accounts would be faster

A business advisor (such as an IFA or accountant) helped me

| thought | would be more likely to get my application approved

Survey 2b (End of free banking), Question D3
Base: All with multiple product holdings (104)

22%

22%

IRy 22%

——— 13%

—— 1%

I, 11%

I, 9%

I 4%

B 2%
M %
B %

0% 5%

10% 15% 20% 25%
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The future c M Ae

Competition & Markets Authority

What is your view on whether you will
remain with your BCA provider over the
coming year?

Most businesses within our sample planned to stay with their
current bank, but 3% were actively looking to switch.

Of the 52 businesses considering or looking to switch just 3% = Plan to continue to use
under half were looking to switch because their BCA was too nem, you are not looking
expensive, but 14 were looking to switch because of poor « Are considering

service with relationship manager, lack of proactivity/ contact tsgvitching away from

. . . em

from RM or lack of interest in the business . .
= Are actively looking to

move to another bank

Why are you considering/looking to switch away from your bank?

Business current account too expensive 22
New fees and charges too complex ITEEEEEEEEEEES——————— 10
Lack of support proactivity/contact from relationship manager nTEEEEE—————————— 7
Other (specify) —————— ]
Comparing offers nEEEEEEE————————— 7
Poor overall service from relationship manager mees——————— 5
Was offered free banking somewhere else m———— 4
Poor service from service centre looking after day to day banking m——— 4
Change of relationship manager ———— 3
Lack of interest in my business m— 2
Poor attitude and lack of professionalism of relationship manager m——m 2
Regular error re account transactions m=m 1
One or two major errors/mistakes . 1
Closure of local branch = 1

0 5 10 15 20 25
Survey 2b (End of free banking), Question F1 & F2 35

Base F1: All (252), Base F2: All considering switching (52)
Notes: Only 52 respondents were asked F2, therefore results of this question should not be used to infer percentages for the whole population of start-ups.



Competition & Markets Authority

Results:
Applying for finance (1)
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Summary of Key Findings CMA "

Competition & Markets Authority

Why did the business need finance?
= Larger SMEs were more likely to seek finance to expand their business, while smaller SMEs
were more likely to seek finance due to a shortfall in cash flow

What types of finance & organisations did they consider and what information did they use?
= Most SMEs only considered one provider as a source of finance (in the vast majority of cases,
their main bank).
» For those who only considered one organisation, the most common reason given was because
they were satisfied with their main bank. However approximately one quarter also mentioned
hassle and time as a reason for not going to other providers.

Why did or didn’t they use their main bank?
» The main reasons why SMEs applied to their main bank for finance were because they knew
them and had a relationship with them (27%), because it was convenient (26%) or because
they were satisfied with them/they have been given good service in the past from them (23%).

Did they seek to compare prices and products?

» To find out information about finance, most SMEs looked on financial organisation websites,
spoke to financial advisors or finance brokers or visited branches. Only 4% used price
comparison websites.

» Of those SMEs who applied to more than one organisation, over one third did not compare
institutions against each other. Of the remainder, only a minority compared providers in a
organised way.

Did they attempt to negotiate on the price? 37
» Most SMEs who were approved for finance did not try and negotiate on the rates, charges or
other terms and conditions.



Investment to expand business was the main reason why SMEs sought CMA‘

finance, followed by a shortfall in cash flow.

Competition & Markets Authority
What prompted your business to seek finance?
Investment to expand the business || NG 30%
A shortfall in cash flow [N 23%
Purchased new/equipment asset [ NN 2%
Refinancing [ 6%
Renovation - 4%
Unexpected Expenses - 3%
Start-up of the business [l 3%
Late payments from suppliers . 1%
other [ 3%
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
38

Survey 1 Applying for Finance, Question B1
Base: All (406)



However, larger SMEs were more likely to seek finance to expand their
business, while smaller SMEs were more likely to seek finance due to CMA

a shortfall in cash flow

Competition & Markets Authority
What prompted your business to seek finance?
) 31%
) 23%
estmen o expan the bsies: - | — -
) 23%
Purchased new/equipment asset -O%
) ) 5%
Refinancing . 6%
Start-up of the business B 5%
0%
) 4%
Renovation . 39
Unexpected Expenses E 4%
0
Late payments from suppliers 1%
1%
4%
Other '3%
0% 10% 20% 30% 40% 50%
W Start-Ups and less than or equal to £250k
m Over £250k
Survey 1 Applying for Finance, Question B1 39

Base: All by turnover, start-ups and less than or equal to 250k (182), over 250k (224)



Business loans (secured and unsecured) were the most
common type of finance considered, followed by overdraft CMA
facilities (either new or extension of an existing facility). conrmeikisn Al aheisiaiiniy

Which of these types of finance did you consider?

Unsecured business loan I 39%
Secured business loan [INEENEGEGEGEGEEEEEE— 35%
New overdraft facility NI 31%
Extending an existing overdraft facility NN 31%
Asset finance NG 17%
Business credit card NN 16%
Finance in personal name (loan, overdraft) [N 15%
Commercial mortgage [IINIENEGEGEGEGEGEN 15%
Personal credit card |G 8%
Peer to Peer business lending [ 6%
Invoice discounting/factoring/sales finance I 6%
Crowdfunding I 5%

Other B 1%

0% 10% 20% 30% 40% 50%
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Survey 1 Applying for Finance, Question B2 (multicode)
Base: All (406)



Larger SMEs were more likely to consider secured loans whilst
smaller SMEs and start-ups were more likely to consider unsecured CMA
loans

Competition & Markets Authority

Which of these types of finance did you consider?

: 429
Unsecured business loan /o

Secured business loan 48%

Extending an existing overdraft facility _)0/32%
(o]
Asset f - «— Additionally, Asset
seetiinance 26% finance and commercial
Business credit card - 19% mortgages were more
likely to be considered
Finance in personal name (loan, overdraft) - by larger SMEs than
smaller SMEs
Commercial morigage | — 2
. 12%
Personal credit card m
. . 4%
Peer to Peer business lending h 10%
Invoice discounting/factoring/sales finance m 9%
(o]
. 6%
Crowdfunding 4%
1%
Other r 1%
0% 10% 20% 30% 40% 50% 60%

m Start-Ups and less than or equal to £250k m Over £250k
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Survey 1 Applying for Finance, Question B2 (multicode)
Base: All by turnover, start-ups and less than or equal to 250k (182), over 250k (224)



The reason for needing finance can influence the type of ‘ ;
finance considered CMA

Competition & Markets Authority
Which of these types of finance did you consider?
90%
83%
80%
2%
70%
60%
53%
50%
40% 37%
30% 27%
20% 19% 19%
° 15%
11%
N I = .
N
Loans Overdrafts Credit cards Asset Finance and invoice Peer 2 peer and
discounting crowdfunding
m | ate payments, unexpected expenses and shortfall in cash flow
® [nvestment to expand the business, purchase new equipment, renovation
42

Survey 1 Applying for Finance, Question B2 by B1 (multicode)
Base: All (406)



Most SMEs only considered one organisation for their finance.
Of those SMEs that considered more than one organisation, nine in ten
considered their main bank, while just under two-thirds considered an alternative

bank. Smaller proportions considered other types of providers.

cma

Competition & Markets Authority

Which of these did you consider?

Did you consider a number
of different organisations
for your finance?

Your main business bank 90%

A bank or building society other than my mainbank [INEEEGEGEGEGEGEGENNEN 62%

A corporate finance specialist
Asset finance provider
A Broker

Private investor

I 26%
I 24%
I 20%
I 20%

I 12%

Shareholders via increased share capital,

Supplier finance I 12%

1%

Peer to peer finance

. 9%

Invoice discounting provider

=Yes = No, | just considered one -
J Venture capitalist [ 7%

Crowd finance e.g. Kickstarter [l 6%

Other M 9%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Survey 1 Applying for Finance, Question B3 and B4a (multicode)
Base: B3 All SMEs (406); B4a All who considered more than one organisation (182)



For those who only considered one organisation,

reason was because they were satisfied with their bank

the most popular

CMA

Competition & Markets Authority

You said earlier that you didn’t consider other organisations, why didn’t you?

| am satisfied with my bank

Thought it would be too much hassle

Time constraints

Thought | wouldn't get finance approved

Thought it would be too slow

Lack of trust with alternative provider
My bank rejected me so | thought it would be best not to get a loan.
Extending an existing lending facility

Lack of knowledge of alternative options

Previously been rejected

Thought | would receive worse terms

Thought | would receive a worse rate
| though apply to other financial organisations would adversely
Didn't want to go through the application process again

Thought | would receive the same terms whoever | applied to

Other

Survey 1 Applying for Finance, Question B10b

49%

I 14%
I 9%
. 6%

However 23%
mentioned hassle and
time as a reason for
not going to other
providers

B 4%
M 3%
. Il 3%

3%
N 1%
H 1%
I 1%
1%
.. 1 0%
0%
0%
. 6%
20% 30% 40% 50% 60%

0% 10%

44

Base: All those who only considered applying to one organisation or only applied to one organisation (206)



The most common sources of information used were
financial organisation’s websites and financial advisors or CMA
finance brokers Competition & Markets Authority

Where did you look to collect information?

Financial organisation websites 51%

Financial adviser or other finance broker 43%
Branch visits or leaflets from branches NS 40%
Online reviews NG 30%
Financial organisation direct mail/email/advertising NN 11%
Nowhere — | didn't look for any information [N 13%
Talking to colleagues, friends, family N 13%
Financial advice websites e.g. Business Money Facts I 5%
Price comparison websites [l 4%
Business Banking Insights [ 4%
Financial press or articles W 1%
DK/Not Sure W 1%
Other NN 15%
0% 10% 20% 30% 40% 50% 60%

Survey 1 Applying for Finance, Question B5 (multicode) 45
Base: All (402)



When asked how easy it was to find information, the majority of
SMEs said it was either very easy or quite easy. However, at least
15% of SMEs found it difficult to find information on interest rates
and 19% on details of the application process.

cma

Competition & Markets Authority

40%

35%

30%

25%

20%

15%

10%

5%

0%

40%

35%

30%

25%

20%

15%

10%

5%

0%

Survey 1 Applying for Finance, Question B7

Interest Rates

37%
34%
10%
8%
: I . I
Very easy Quite easy Neither easy Quite difficult Very difficult [|didn’tlook
nor difficult into this/Not
relevant/Not
applicable
Arrangement Fees
35%
30%
16%
9%
6%
I . =
Very easy Quite easy Neither easy Quite difficult Very difficult [|didn’tlook

nor difficult into this/Not
relevant/Not

applicable

Base: All (406)

40%

35%

30%

25%

20%

15%

10%

5%

0%

40%

35%

30%

25%

20%

15%

10%

5%

0%

Penalty Fees

33%
23%
21%
10% 99
I I .
Very easy Quite easy Neither easy Quite difficult Very difficult [|didn’tlook

nor difficult into this/Not
relevant/Not
applicable
What the application process would entail
36%
31%
I 15%
8%
6%
N “B
Very easy Quite easy Neither easy Quite difficult Verydifficult 1didn’tlook

nor difficult into this/Not
relevant/Not

applicable
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Of our sample of SMEs who found it difficult to find information the
most common reason given was because the information was not c M A
available or it was difficult to find the information on the website

Competition & Markets Authority

What made it difficult?

35
32
30
30
25
22
20
15 14
10
10
7 7

6 6 6 6

| I II III 3 I 3 II
2

, 1l T =l

Too many options I had to call each  Information wasin  No comparison Information not Other
bankindividually  different formats tools/website  available or difficult
to find in banks own

website
M Interest Rate

B Arrangement fees
B Penalty fees and early repayment charges

m What the application process would entail

Survey 1 Applying for Finance, Question B8

Base: All who found difficult in B7, Interest rates (45), Arrangement Fees (43), Penalty Fees and Early Repayment Charges (52) and what the application process would

entail (71)

Notes: Between 43 and 71 respondents were asked B8, therefore results of this question should not be used to infer percentages for the whole population of start-ups. 47



The interest rate appeared to be one of the most important factors
when deciding where to go for finance. This was followed by CMA
relationship with the bank and availability of finance. Competition & Markets Authority

What type of features were important to you when deciding where to go for finance?

Interest rate NN 26%
Relationship with bank NN 18%
Availability of finance NGNS 17%
Ease and speed of application NN 10%
Term | could borrow I 7%
Quality of service on offer M 4%
Arrangement fees [ 3%
| trust the lender/reputation [l 2%

Level of support in decision making 1l 2%

How quickly | would receive the finance Il 2%

Penalty fees and early repayment charges Il 1%
How much | could borrow W 1%
Amount of security | would have to put up against the loan | 0%

Other N 5%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Survey 1 Applying for Finance, Question B6 48
Base: All (406)



Over one third of SMEs did not compare financial organisations ‘ l
against each other CMA

Competition & Markets Authority

Did you compare a number of financial organisations against each other (for example
rates, charges & terms & conditions) to help you make the decision of where to apply?

45%

41%

40%

36%

35%
30%
25% 23%
20%
15%
10%

5%

0%
Yes, in an organised way Yes, but more No, not really
considering each factor one superficially/considered all
at atime the factors in the round

49

Survey 1 Applying for Finance, Question B9
Base: All who considered more than one organisation (182)



Convenience and relationship were the most common reasons e
given for applying to their main bank CMA

Competition & Markets Authority

Why did you apply to your main bank?

They know me and | have a relationship with them || NG 2 7%
twas convenient N
| am very satisfied with my bank or they have given me good I 23%
service in the past
Thought | would be more likely to get finance approved [N 5%
Thought it would be faster  [JIa%
| trust my bank with my finances [l 4%
Thought | would receive a better rate [ 2%
| prefer to manage all my finances in one place [l 2%
They approached me proactively with an offer ] 1%
Thought | would receive better terms | 0%

other [ 6%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Survey 1 Applying for Finance, Question C4 30
Base: All who applied to their main bank (329)



The most popular form of finance applied for by SMEs at their
main bank was for an unsecured business loan, followed by a CMA
new overdraft facility. Copetion i et Aty

Earlier you said you had considered more than one type of
finance which of these did you actually apply for?

Unsecured business loan [N 3%
New overdraft facility [N 2%
secured business loan [|[IINEGEGNNEEEE 2 1%
Extending an existing overdraft facility ||| N 20%
Business credit card |GGG 11%
Commercial mortgage [|INGGGE ©%
Asset finance, including Hire Purchase(HP),... | I INGE 7%
Personal credit card [|IINENG 7%

Peer to Peer business lending [l 3%
Finance in personal name (loan, overdraft) [l 3%
Invoice discounting/factoring/sales finance [l 2%

Crowdfunding || 0%
Other [N 5%

0% 5% 10% 15% 20% 25%

Survey 1 Applying for Finance, Question C1 (multicode) 51
Base: All those who applied to their main bank (329)



While just under half of SMEs applied for finance more than four
weeks before the funds were needed, around one-quarter applied at CMA
the time the funds were needed. Competiion & Malets Authorty

When did you apply for finance, relative to the time the funds were needed?

50%
46%
45%
40%
35%
30%
250 249%
20% 18%
15% 12%
10%
5%
0%
At the time the funds Up to two weeks before Up to four weeks More than four weeks
were heeded the funds were needed before the funds were before the funds were
needed needed
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Survey 1 Applying for Finance, Question C3
Base: All who applied to their main bank (329)



Most SMEs were aware of the interest rate, arrangement fees, penalty
fees and early repayment charges and what the process would entail CMA

prior to application

Competition & Markets Authority

At what stage in the application process were you made aware of the following?

60%
50%
40%
30%
20%19%
20%
10% II 6% 7% 5o, ase
||
Immediately, when Not immediately After my
| first enquired  but before | made  application was
the application accepted

M [Interest Rate

W Arrangement fees

M Penalty fees and early repayment charges
What the process would entail

Survey 1 Applying for Finance, Question C5
Base: All who applied to their main bank (329)

Il l

agreement/offer

13%13%

23%
I15%

| was nevertold Can’t recall/don’t
about these know or N/A

\ }
!

However, almost four in ten were never told or cant remember
if they were made aware of penalty fees and early repayment

53



Of SMEs that applied to their main bank, two thirds were successful. CMA‘A

Most SMEs were approved for the amount they had requested

Competition & Markets Authority

You said it was approved, which 0%

Was your application for finance with your main bank approved?

of these would you say is
closest to the truth?

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

80%

They approved They offered less They offered it
exactly what | than the amount with additional

requested

14%

requested

70%
60%
50%
40%
30%
20%

10%

5%
.

terms and
conditions

66%

33%

No

The majority of
those who were
approved, were
approved for the
amount they had
requested.

70

60

50

40

2%
They offered it
after an appeal
was made

Survey 1 Applying for Finance, Question E1, E1a and E1b
Base: All who applied to their main bank (329), who were approved (213) and those who were not approved (71)

30

20

10

1%

Still in process

You said it wasn’t approved,
which of these would you say
is closest to the truth?

59

For those who
weren’t approved,
the majority did
not appeal.

12

| was turned down and made | was turned down even after
no appeal an appeal was made
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The majority of those SMEs who were approved for finance did not
try to negotiate on the rates, charges or other terms and conditions.

cma

Competition & Markets Authority

Did you try to negotiate on the rates or any charges or other
terms and conditions with the supplier of this finance?

100%
80%
80%
60%
40%
20%
]
0%
No Yes

7N

How did you negotiate?

Ask for a better rates 51 The bank agreed to reduced rates

Ask for reduced charges _ 35 The bank agrt.eed to reduced
charges or different terms

Asked for different terms _ 28 The bank didn’t/wouldn’t negotiate

Use offers from other banks/ _ 20 The bank engaged but couldn’t
financial organisations offer any changes at this point

Asked for less security - 13 | am still negotiating

Other Other

I3
O 10 20 30 40 50 60

Survey 1 Applying for Finance, Question E6, E7 and E8
Base: All who applied to their main bank and were approved (329) and tried negotiate (83)

What was the outcome of the negotiation?

. 28
. 26
B 18

N 6

| P

L E

95



Of those who applied to their main bank, over half found out the
outcome within a week, however one in five were waiting more than c M A
one month Competition & Markets Authority

How long did the process take from submitting an
application to finding out whether it was approved/rejected?

40%

350, 34%
30%
25% 24%

20%
20%
15%

10%

5%
2%

0%
Within 48 hours Within a week Within a month  Within three Longer
months
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Survey 1 Applying for Finance, Question E9
Base: All who applied to their main bank (329)



Almost two thirds of customers were very satisfied or quite satisfied
with the application process to their main bank. However, almost a CMA
third were quite dissatisfied or very dissatisfied Competition & Markets Authority

Overall how satisfied were you with the application process
with your main bank?

45%
40%
35%
30%

25%

40%
22% 21%
20%
15%
10%
10%
6%
) .
0%

Very satisfied Quite satisfied Neither satisfied or Quite dissatisfied Very dissatisfied
dissatisfied

=}

Y

Survey 1 Applying for Finance, Question E16
Base: All who applied to their main bank (329)



Of those SMEs in our sample who had applied for more than one type
of finance at an organisation other than their main bank, asset CMA
finance was the most common type of finance applied for

Competition & Markets Authority

Earlier you said you had considered more than one type of finance, which of these did you actually
apply for?

Assetfinance I 33
Unsecured business loan I 2?2
Secured business loan IIIIEEENGGNGGNGNGNGNGGGGS 19
Extending an existing overdraft facility IEEIEEGGGGGGGG_G_—— 18
Peer to Peer business lending [N 10
New overdraft facility [N 10
Business credit card | 3
Invoice discounting/factoring/sales finance I 6
Finance in personal name (loan, overdraft) I 5
Personal credit card N 5
Commercial mortgage I 5
Crowdfunding I 2
Other N S

Survey 1 Applying for Finance, Question D1 (Multicode) o8
Base: All who applied to an organisation other than/as well as their bank and applied to more than one organisation (85)



The most common reasons given for an SME to apply to an
organisation other than their main bank was because they thought e
they would receive a better rate or they thought they would be more c M A

likely to get a loan approved Competition & Markets Authority

Why did you apply to this organisation?

Thought | would receive a better rate _ 16%

Thought | would be more likely to get a loan approved _ 16%
Someone recommended it _ 13%
I’d heard really good things about them _ 10%

Thought | would receive better terms _ 10%

Recommended by accountant/ legal/ financial advisor _ 9%
They approached me proactively with an offer _ 8%
| have other financial products there _ 6%
Customer services reputation - 5%
Brand reputation - 4%

Thought it would be faster - 4%

| have another business current account with them - 2%

0% 5% 10% 15% 20% 25%
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Survey 1 Applying for Finance, Question D4 (Multicode)
Base: All who applied to an organisation other than/as well as their main bank (138)



Just over half of SMEs wouldn’t have done anything differently if they
applied for finance again. However, just over one-third would have
spoken to more organisations and just over one-third would have CMA

spent more time reviewing options Competition & Markets Authority

Thinking back to you application for finance, with the
benefit of hindsight, would you...?

| wouldn't have done anything differently 52%

| would have focused on the fees and

charges more rather than the loan rates 23%

| would have spoken to more
) : ) L 36%
suppliers/financial organisations
| would have spent more time reviewing
) 35%
options

0% 10% 20% 30% 40% 50% 60%
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Survey 1 Applying for Finance, Question F1 (Multicode)
Base: All (400)
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	-Start-ups identified as businesses that started trading in 2013 or 2014.  As such they were up to two years old at point of our survey.
	-Questionnaires were approximately 10 minutes long

	Methodology (2)
	●Weighting
	-Theinterviews are not representative of the population in terms of region. Scotland is over-sampled in the BBS, which has fed through to the follow-up interviews while London received a lower response rate than other regions. To correct for this we have weighted the data so that London interviews receive more weight and Scottish interviews receive less. Additionally the weights for survey 1 (applying for finance) also correct for the turnover profile of the SMEs in our achieved follow-up interviews. Specif
	The population targets for each survey were estimated by the weighted distribution of region from the GB Charterhouse BBS filtering on the particular population of interest (either start-ups, 2-5 year old businesses, or those applying for finance). For survey 1 (applying for finance) the same was done for SME turnover.

	-Due to filtering of the questions, occasionally our sample/base size falls below 70 interviews. As the precision of our results deteriorates as the sample size falls, we have not reported results as percentages where the unweighted base size is below 70. In these cases we simply report the number of people that give a certain response.

	Results:Start-up survey (2a)
	Summary of Key Findings
	1.Why do SMEs go to their PCA bank when choosing their BCA and do they consider other banks?
	1.Why do SMEs go to their PCA bank when choosing their BCA and do they consider other banks?
	Just over a third of start-ups go straight to their main bank and do not search elsewhere when choosing their BCA. Just over half (55%) search around other banks.
	The most important factor for start-ups when choosing their BCA is the offer of free banking (26%). But branch location and their personal bank are also important (and when considering allfactors there are almost as many mentions of branch location as free banking). Other factors such as the offer of relationship managers, offer of a wide range of products and services, overdrafts and willingness to lend are less important in their choice of BCA.


	Summary of Key Findings
	3.How easy is it for SMEs to compare between different banks when they are starting out?
	3.How easy is it for SMEs to compare between different banks when they are starting out?
	When choosing their BCA the majority of start-ups (58%) do not compare different banks. Of those that did compare banks, over half did so superficially.
	The importance and use of branches by start-ups was particularly noticeable, with at least 84% reporting that it is either very important or quite important to their decision of who to bank with, and 82% using their local branch to open their BCA account. Paying in cash or cheques and taking out cash were the main reasons start-ups needed access to branches


	Over half of start-ups went straight to their personal bank or thought about their personal bank when deciding to open aBCA
	Satisfaction with their personal bank was the most common reason these start-ups did not look elsewhere
	When choosing their BCA provider the offer of free banking was the mostimportant factor, but location and their personal bank were also important
	When asked to mention allimportant factors there were almost as many mentions of branch location as free banking
	This is consistent with other results in our survey, where the majority of start-ups reported that branch location was either “very important” or “quite important” to their choice of bank
	The majority of start-ups opened their BCA in their local branch, highlighting the importance of branches to customer acquisition of new start-ups
	Although some start-ups felt that relationship managers were important to their choice of bank, this was much lower compared with the proportion reporting that branches were important
	When choosing their BCA the majority of start-ups (58%) did not compare different banks against each other and most used banks’ own websites to find out information, rather than price comparison site or other search tools
	Not all SMEs were offered free banking and of those that were, 8% did not take this up suggesting that other factors such as convenience and personal banking are more important to some than the offer of free banking
	Over 70% reported that they considered or looked at the fees they would have to pay at the end of the free banking period. However, 52% were prompted by their bank
	Of those start-ups that did consider future fees, most found it very easy or quite easy to find this information
	SMEs did not really consider unauthorised overdraft charges when choosing their BCA
	In hindsight over one-third would have focused more on service quality when choosing their BCA
	Results:End of free banking (2b)
	Summary of Key Findings
	1.Do businesses consider switching at the end of free banking?
	1.Do businesses consider switching at the end of free banking?
	Two-thirds (67%) of SMEs did not consider switching banks at the end of the free banking period. 
	Despite a good proportion of SMEs considering switching, only 6% eventually switched.
	Even at the smaller end of the SME market there was some evidence of some attempts at negotiation, either to receive an extension on the free banking period or to receive lower fees. But only some were successful.


	Background
	All were offered free banking, with approximately half (55%) reporting that free banking had been very important to their choice of BCA (similar to the start-up survey)
	SMEs still on free banking
	93% of our sampled SMEs were now no longer on free banking. 6% (equivalent to 19 SMEs in our sample) were still on free banking.
	Of those no longer on free banking, around two-thirds were informed about the end of free banking and that new fees would apply by letter
	When free banking finished, just under two thirds did nothing, but 18% did look at plans and tariffs offered by their current bank and 15% attempted to negotiate fees with their bank
	Negotiation 
	Of those 38 SMEs (equivalent to 15% in the previous slide) that contacted their bank to negotiate, 17 were successful. A similar number were unsuccessful
	Consideration of Switching 
	Two-thirds (67%) of SMEs did not consider switching banks at the end of the free banking period. 
	Consideration of switching 
	Consideration of switching 
	However, only 6% eventually switched 
	too much hassle;

	Monitoring the cost of their account
	Most (77%) of our sample said they monitored the cost of their account. 
	Multiple product holdings 
	40% of our sample had another product with their main bank. 
	Multiple product holdings 
	The future 
	Results:Applying for finance (1)
	Summary of Key Findings
	1.Why did the business need finance? 
	Larger SMEs were more likely to seek finance to expand their business, while smaller SMEs were more likely to seek finance due to a shortfall in cash flow
	Most SMEs only considered one provider as a source of finance (in the vast majority of cases, their main bank).
	The main reasons why SMEs applied to their main bank for finance were because they knew them and had a relationship with them (27%), because it was convenient (26%) or because they were satisfied with them/they have been given good service in the past from them (23%). 

	4.Did they seek to compare prices and products? 
	To find out information about finance, most SMEs looked on financial organisation websites, spoke to financial advisors or finance brokers or visited branches. Only 4% used price comparison websites. 

	5.Did they attempt to negotiate on the price?
	Most SMEs who were approved for finance did not try and negotiate on the rates, charges or other terms and conditions.

	Investment to expand business was the main reason why SMEs sought finance, followed by a shortfall in cash flow.


