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New sources of finance aim to compensate for the inertia of big banks
Sep 30th 2010
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SCOTMAS, a family-owned company based in Scotland, is the kind of business on which
Britain’s economic recovery might depend. It exports water-treatment chemicals and
equipment, competing with giants such as Siemens and GE. In August it wanted to bid
to run a water-disinfection project in Dubai, but its bank, Royal Bank of Scotland, said
it would take eight to ten weeks to approve the £30,000 of funding it needed to secure
in advance. Happily for Scotmas, there was an alternative: a new financing platform
called Funding Circle, which found it the money within two weeks.
Funding Circle matches businesses seeking cash with individuals or funds that want to
lend it. Its website owes something to the online auction house eBay, and to Zopa, a
person-to-person lending platform set up in 2005. An established company registers its
needs and invites bids. The more interest there is, the lower its financing costs.
Scotmas managed to raise £30,000 for three years at 7.8%. Indigo Clothing, a
London-based T-shirt printing agency, recently used Funding Circle to raise £20,000 at
7.6%. It took all of two hours to put in the application, says Alex Walker, its boss; the
money was secured within seven days. Funding Circle has raised over £500,000 for 18
companies since August, says Samir Desai, one of its founders.
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Other new, niche providers include
Fundingstore.com, an online financial
dating agency that hopes to go live soon,
which will allow lenders to browse lists of companies seeking loans. Most such firms
currently go to their accountant or house bank, says Nick Montague, Fundingstore’s
chief executive. He hopes that all kinds of funders, including government agencies and
venture capitalists, will use the site. Meanwhile Jono Shorrock, a former banker, has
begun raising capital for his British Enterprise Bank, which will be aimed purely at
funding small business.
Should the big banks be shaking in their boots? Probably not. But these alternatives
may encourage them to sharpen up their act.
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