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Introduction

ThinCats conducts an annual survey of 2,000 SMEs to better understand
sentiment of business leaders throughout the UK, the challenges they
are facing and their outlook for growth. This latest survey was conducted
between 15 and 20 October 2025.

The following report is split into two sections, the first outlining views on the
economic environment in the UK, government policy and general business
confidence. The second section explores uptake and use of external funding
and access to finance.

ThinCats is dedicated to providing vital funding to mid-sized SMEs from all
Industry sectors in the UK, fueling their growth and helping them realise
their ambitions.
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1 Confidence in government support
for business growth declines.

yloyZs

49%

2025

39%

2 SMEs split on impact of Autumn
2024 budget.

39% 35%

positively negatively
impacted impacted

4 The biggest challenges to
growth are...

=E

< @

General
economy Nj/Min %I J
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.I increases  Higher
energy

costs Lack of
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workers
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3 Optimism for business growth is
on the rise for SMEs in 2026.

—0—0/ 759

are hopeful

heading into
2026 | 202

This is significantly
higher among mid-sized
businesses compared to
smaller firms.

5 SMEs turn to Al to offset rising costs.

L ©25%+

5 of SMEs have
_O implemented

C él | Generative Al

services as a
direct response

to additional costs
incurred following
last year’'s Budget.

6 Barriers to funding gain greater
weight in 2025.

:E

The influence of
the main barriers
to secure further
funding decisions
carry more
weight in 2025.
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Business

Q1. How confident are you that
your business will grow in
the next 12 months?

18 34

41

Very confident
Moderately confident
Neutral

Moderately unconfident
Not at all confident

Base: 2,000

Age of business

Size

21+ years
16-20 years
11-15 years
6-10 years
1-5 years

Less than ayear

Education
Professional Services

Financial Services

Sector

Travel, Tourism & Hospitality

TMT

South West

London

Geography

50-249
10-49
1-9

Sole trader

65+
55-64
45-54
35-44
25-34
18-24

Age of respondent

Net: % confident

@) 20

62
69

70

62
63

68

67
57

42

63
64

40 60

81
83
83

84
87
89

81

83
77

77
88
85
80

100

3in 4 businesses are
confident that their business
will grow over the coming
year. A slight decrease from
81% who reported feeling
confident in 2024.

Confidence differs widely by
sector.

Businesses in London are
more confident than the rest
of the UK — with the South
West the least confident.

Younger respondents and
businesses tend to be more
confident about future
growth.
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Growth

Q2. Which of the following are the
greatest challenges to your
business’s growth?

General economy e.g. people and businesses not spending/delaying decisions

Higher costs including National Living Wage / National Insurance contributions /
pensions

Inflation driving up costs of supplies and materials (i.e., supply chain costs)
Competition

Ongoing high energy and fuel costs

Skills shortages and difficulties recruiting qualified staff

Balancing investment in growth with managing day-to-day operations
Global tariff uncertainty

Access to finance issues / Lack of working capital

Higher borrowing costs makes it harder to invest/refinance

There are no challenges to my business’'s growth

Other (please specify)

Base: 2,000

1

0]

2

A challenge

5

16

15

12
10
18
15
15
13

10 15

Single greatest challenge

+ Arts & Creative (52%)
39 « Wholesale / Retail (50%)
22 . Professional Services (48%)

36  Transport / Logistics (53%)

« Food & Beverages (55%)

36

29

26

22

20 25 30 35 40 45

« Travel & Tourism (53%)

General economic conditions
are the single greatest
challenge to UK SME growth.

That said, higher people
costs, inflation and
competition are also being
felt acutely.

15% cite access to finance
issues / lack of working
capital as a challenge to
growth, while a further 13%
cite higher borrowing costs.
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Growth

Introduction

Q2. Which of the following are
the greatest challenges to
your business’s growth?

Executive Summary

(Split by size of business)

SME Sentiment >0
and Outlook 45
44
40 43
35 37 36
SME Funding 20 34 34
= 26 26 27
25
20 22 23
19 A
Research Sample 15 17 18 18 18
16 45 16 45
14 14 14
10 12 12
9
5 6 7
General economy Higher costs Inflation driving Competition Ongoing high Skills shortages Balancing Global tariff Access to finance Higher borrowing
e.g. people and including National up costs of energy and fuel and difficulties iInvestment in uncertainty issues / Lack of costs makes it
businesses not Living Wage / supplies and costs recruiting growth with working capital harder to
spending/delaying National Insurance  materials (i.e, qualified staff  managing day-to- invest/refinance
decisions contributions/ supply chain costs) day operations
pensions
Sole trader 1-9 employees 10-49 employees 50-249 employees
Inflation, skills shortages, balancing investment Access to finance and higher borrowing costs While general economic conditions are a
and global tariff uncertainty are challenges being are slightly bigger challenges among smaller significant challenge across the SME spectrum; it is
felt far more acutely among businesses operating businesses — particularly sole traders. only the most frequently cited challenges among
INn the mid-market. firms with fewer than 10 employees.

Base: 2,000 ThinCats SME Research 2025 7




Business

Introduction

Q3. How confident do you feel Net: % confident
that the current government _
is creating an environment for Arts & Creative 15 Only 39% of SMEs are
Executive Summary . Professional Services 26 confident that the current
business growth? _ : :
. Education 28 government is creating an
SME Senti ; g Financial Services 53 environment for business
entimen .
v T™T 61 growth — this is down from
and Outlook 12 :
16 Electrical / Gas 67 49% In 2024.
- . ST
ining /Quarrying / Drilling il Older respondents are far
SME Funding g less confident than younger
(0] .
T Vigle i generations.
@ Female 36
21 27 © Mid-sized firms are far
Research Sample i i ;
P £0-249 5 more confident than micro
. 10-49 - businesses and sole traders.
N S
= 1-9 26 Men are more confident than
Sole trader 23 women.
23
Very confident e 65+ 18
Moderately confident % 55-64 18
(-
Neutral | 5 45-5/ >3
Moderately unconfident %
Not at all confident @ 35-44 38
© 25-34 55
(0]
(0)] -
9 18-24 61
0 10 20 30 40 50 60 70 80

Base: 2,000 ThinCats SME Research 2025 8




Impact of

Introduction

Q4. What has been the impact Net: % positive impact
of last year's Autumn Arts & Creati ,
Eudect on vour businecs .r s rea. ive 16 Only 39% of SMEs believe
Executive Summary . 9 y Professional Services 23 that the Mmeasures
finances? Education 26 : : :
S =V - introduced in last Autumn’s
&=
: o . . . Budget impacted their
SME Sentiment N Financial Services 61 bUSi i civel
2nd Outlook Electrical /Gas 65 usiness finances positively.
10 9 Mining / Quarrying / Drilling 77 Conversely, 35% feel the
changes had a negative
c D) .
SME Funding - St Eest ED impact.
© Yorkshire & Humber 28
S South West 30 Older respondents are far
25 30 S London 52 less likely to state that the
Research Sample changes had a positive
. 50-249 49 Impact on their business
N 10-49 L4 finances.
1-9 26 :
Sole trader 18 The same s trge for sqle
e traders and micro businesses,
€ 65+ 6 while there are also sectoral
Significant positive impact I 55-64 1l and geographic differences.
Some positive impact o
No impact a 4934 21
Some negative impact qq:) 35-44 38
Significant negative impact o 25-34 58
(0]
()] -
> 18-24 -

Base: 2,000 ThinCats SME Research 2025 o)
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Impact of

Q5. And in which of the following ways have
the changes impacted your business?

60
>0 51
40 44 44
40
36
35
20 34 33 33
27 e
24
20 - 23 22
20
19 18
16 16 15
10 13 14 - 13 14 13
10 1 10 10 I - -
8 7/ 8 7 8 - 7 .
o 4 2 4 3 4 4 3
Paused recruitment Negatively affected our Paused on planned Cut headcount Higher borrowing Using more Reduced the size of Paused on planned Paused on overseas We are planning/in the
growth investment costs makes it harder contractors/freelancers our workspace / company acquisitions expansion process of
to invest/refinance premises selling/closing the
business
All firms Sole trader 1-9 employees 10-49 employees 50-249 employees

Of those stating that the previous Pausing on recruitment, planned Conversely, negative impacts on growth

Autumn Budget announcements iInvestment and planned acquisitions and higher borrowing costs are felt more

negatively impacted their business — Is felt more acutely among mid-sized acutely among sole traders.

the key impact has been on paused firms.

recruitment (40%) and negative impact
on growth (35%).

Base: 695 respondents stating their finances were negatively impacted

ThinCats SME Research 2025 10
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Impact of

Q6. Which have you implemented
as a direct response to the
additional costs placed on firms
in last year’s Budget?

Greater use of Generative Al services

Finance, accounting and banking

Customer Relationship Management (CRM) system
Workflow automation tools
Energy efficiency measures / green technologies
Customer service chatbots

Inventory and supply chain optimisation
Document template and e-signatures

HR and recruitment automation
Manufacturing resource planning systems
Manufacturing automation
Robotic Process Automation for back office functions
Warehouse automation

None of the above

Base: 2,000

10

19

16

15

15

14

13

13

12

15

20

26

25

27

30

Sole Trader

13%

11%

5%

7%

5%

4%

4%

8%

2%

3%

2%

2%

2%

58%

1-9
Employees

22%
18%
10%
10%
10%
9%
9%
11%
6%
6%
6%
3%
5%

35%

10-49
Employees

26%
22%
17%
17%
17%
16%
13%
11%
12%
9%
7%
11%
5%

21%

50-249
Employees

35%
22%
19%
18%
19%
18%
17%

17%

19%
13%

12%

10%

8%

12%
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Future

Q7. Which of the following policy
measures do you think would be
beneficial to see in the upcoming
Autumn Statement?

Improving access to finance for small businesses

Reversal of the recent increase in National Insurance on employers

Continue to improve relationships with the EU to improve access and reduce trade...
Increasing VAT threshold for small businesses

Better incentives for companies to take on apprenticeships

Better incentives through tax system to encourage companies to hire certain groups
Support to improve digital skills for businesses

Business Rate Reform

Reducing the regulatory burden i.e. Cut red tape

Better access to Government contracts for smaller businesses

Extending fuel duty freeze

Improve / support more businesses to expand overseas through UK Export Finance
Tackling welfare dependency and improving initiatives to help people back into the workplace
Enforcement and policies to tackle crime e.g. shoplifting

Build resilience from potential cyber threats, terrorism or flooding

Policies to improve infrastructure e.g. better broadband

Tackling late payments with stricter enforcement and harsher penalties

Expand /increase annual investment allowance

Relaxing immigration rules to access skilled workers

Increase personal taxes such as VAT, Capital Gains Tax or Income Tax

Base: 2,000

22 « Sole traders (27%)
22 « 10-49 employees (26%)
20
19 « Sole traders (24%)
18 + 1-9 employees (25%)
18
17 « 50-249 employees (22%)
17
16
15

14

14 « 50-249 employees (20%)

14
12
12
12
12
12

11
11
10 15 20 25

ThinCats SME Research 2025
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External

Introduction

Q8. When, if ever, was the last time
your business secured external

. ina?
Executive Summary debt funding?
. 80

SME Sentiment
and Outlook

70 72

. NET: Have secured external debt funding
SME Funding 60 5025 _ EEs
Sole trader — 26%
50 1-9 employees — 40%
10 — 49 employees — 63% 49

Research Sample 50 - 249 employees - 68%

40

35
30
25 26
20 51 22 22 9
19
17
14
10 n = B 10 noon
9 9 9 |9 8 8 9
7 6
5
0 2
Within the last year More than 1year ago, but  More than 3 years ago, but More than 5 years ago Not applicable - my business Don't know / can't recall
within the last 3 years within the last 5 years has never secured external
funding
2025 Total Sole trader 1-9 employees 10 - 49 employees 50 - 249 employees

Base: 2,000 ThinCats SME Research 2025 14
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Purpose of

Q9. What was the business purpose for the
external funding you secured?

45

40
39
35 37
34 33

30 32 32
= 30 30

35

25
20
15

10

Growth capital Working capital

2025 Total Sole trader 1-9 employees

Base: 1,107 - of respondents who secured external funding

32

30 30 °!

29

25
23
21

19
= 18

14 14
1

o e N

Fixed asset purchase (e.g.  Acquisition of a business  Refinancing existing loans Don't know/ can't recall
buildings, vehicles, (including management
equipment etc.) buyout, Employee
Ownership Trust (EQOT), etc.)

10 - 49 employees 50 - 249 employees

ThinCats SME Research 2025 15



Value of

Introduction

Q10. What was the value of funding that you

secured?
Executive Summary
» Sole trader - 71%
. + 1-9 employees - 62%
SME Sentiment Less than £100,000 25 + 10 - 49 employees - 25%
and Outlook « 50 - 249 employees - 9%
£100,000 to £500,000 24

SME Funding £500,001 to £999,999 15

£1m to £4,999,999 14
Research Sample

£5m - £9,999,999 7
£10m - £14,999,999 5

£15m - £19,999,999 1

£20m - £29,999,999 2
£30m or more 1
Prefer not to say 1
Don't know/can't recall 3
0] 5 10 15 20 25

Base: 1,107 ThinCats SME Research 2025 16




Barriers to

Introduction

Q11. What barriers or difficulties did you

encounter when you last sought external
Sought external funding

. i 2
Executive Summary funding? e pe
within the last year
(%)
SME Sentiment Cost of borrowing 31 35%
and Outlook
Limited funding options 22 30%
SME Funding Economic uncertainty impacting lenders’ willingness to provide financing 21 25%
Difficulty accessing larger amounts of funding required for significant
: 20 20%
expansion
Research Sample
P Limited awareness of funding beyond traditional bank loans 17 18%
Competition for limited funding sources 16 24%
Time and resource constraints/expertise 16 20%
Regulatory and compliance hurdles 16 17%
Lack of collateral or security required by financiers 15 15%
Lack of positive trading history or cash flow to service debt 14 13%
Poor understanding of SMEs by potential lenders 12 1%
There were no barriers or difficulties 10 6%

Base: 1,107 ThinCats SME Research 2025 17




Future

Introduction

Q12. How likely, if at all, are you to seek Q. TRACKED - If you will be seeking further funding
further debt funding in the next 12 in the next 12 months, what will it be for?
. 2
Executive Summary months?
SME Sentiment
and Outlook e
5
12
40
16 40
SME Funding Sole trader —13%
35 36 1-9 employees - 18%
10 — 49 employees - 19%
20 33 50 - 249 employees - 28%
Research Sample
25
37 =
20 20
15 18
NET: Likely - 49%
Very likely 10
Fairly likely
Not very likely
Not at all likely S
Don't know
0
Growth capital Working capital Fixed asset purchase Acquisition of a Refinancing existing
(e.g. buildings, vehicles, business (including loans
equipment etc)) Mmanagement buyout,

Employee Ownership
Trust (EOT), etc))

Base: 1,107 Base: 674 ThinCats SME Research 2025 18
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Influence of

Q13. To what extent is your decision to seek
further debt funding influenced by the
barriers you faced the last time you
sought external funding?

60

50
48

40

20 33

20 23

14
10

Significantly Slightly influenced
influenced

Total 2024 Total 2025

Base: 527 - respondents who have appetite for future funding

29
24

13

3

Somewhat influenced Not very influenced

.

Not at all influenced

1
3

Don’'t know

ThinCats SME Research 2025
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Research

Introduction

%
: e0 Over 2,000 individuals from
Executive Summary a wide range of UK SMEs
participated in the research
SV . 50 5] which was conducted from 15
entimen
49 to 20 October 2025.
and Outlook
This chart shows a breakdown
40 41 of respondents.
SME Funding
30
Research Sample
27
26 25 26
22
50 22
18
17
16 15
13
10 12 10
S 4
0
Male Female 18-24 25-34 35-44 4554 55-64 65+ 0 -9 10-49 50-249 Lessthan 1-5  6-10 T11-15 1620 21+
ST EE EE EE oneyear years years years years years
Gender Age of respondent Size of business Age of business

ST: Sole Trader EE: Employees

ThinCats SME Research 2025 20
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https://www.thincats.com/
https://www.linkedin.com/company/thincats/
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