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1. Summary of Main Findings

Overview of Report — Credit Demand (April 2017 - Sept 2017)

(Base: All SMEs — 1,535)
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Status of Application at Date of Survey
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(Base: All SMEs Seeking Finance, excluding pending — 328)

P Micro 79 82 .4
73 75
Approval/ 71
Partial =
85% (+1%)
(Sept ‘17 vs Sept Sept Sept Sept Sept Sept Sept
Se pt 16 ) ‘11 ‘12 13 ‘14 ‘15 ‘16 17
Tosal g Small
%0 1 e 89 88 88 89
86 85 g4 85 50 81
85 | 8 o d.d 74 76
80 - 76 70
75 1
70 s
70 - Sept Sept Sept Sept Sept Sept Sept
‘11 12 13 14 ‘15 ‘16 17
65 g Medium -
s w5y 83 P o 85 85/8?
- & e g ;/ - ) 8
70
50 60
Sept Sept Sept Sept Sept Sept Sept 50
11 12 13 14 15 ‘16 17 Sept Sept Sept Sept Sept Sept Sept
11 12 13 ‘14 ‘15 ‘16 17

Overview of Report — Credit Demand (October 2016-March 2017)
Trading Performance (all SMEs)
(Base: All SMEs — 1,535)

106 - « Micro 81 79 86 82
Stable/ as s 64
64
Increase -
86% (-2%)
(Sept 17 vs ‘ Sept Sept Sept Sept Sept Sept Sept
Sept ‘16) 11 12 13 14 a5 16 17
Total %
) 88 100 - S Small 9 gg ss
" 84 85 86 - 85
o | o 75
e s 64
75 7 o1 51
50
70 4 Sept Sept Sept Sept Sept Sept Sept
‘11 ‘12 13 ‘14 ‘15 ‘16 17
65 - 62 100 u Medium 90 88 90 920
] %0 79 _Oo—0—0—0
° %] 71//
s| 52 - 55/
50 €01
Sept Sept Sept Sept Sept Sept Sept 50
11 ‘12 13 ‘14 ‘15 ‘16 17 Sept Sept Sept Sept Sept Sept Sept
‘11 ‘12 13 ‘14 ‘15 ‘16 17

7 Fitzpatrick » 9 Q.14
{: AAssociates e

[ECONOMIC CONSULTANTS




”7‘ Fitzpatrick
¥ 4 Associates

-
ECONOMIC CONSULTANTS

1. Summary

The following is the summary of results from the SME Credit Demand Survey. All interviews
were conducted between 20" November 2017 and 9t January 2018 and covered the period
from April to September 2017. Throughout the report, the most recent wave of findings
(referred to as Sept '17) is compared with corresponding waves from previous years. This
ensures that historical comparisons are being made on a like-for-like basis, taking any
seasonal issues into account.

1.1 Trading Performance

Trading conditions for this most recent period remain favourable, and very much on a par
with those prevailing during the same period in 2016 and 2015.

In terms of turnover, 86% of all businesses surveyed report increased or stable turnover
in the past six months, compared to 88% in 2016.

The hotels and restaurants sector, along with the construction and manufacturing sectors,
have experienced the most pronounced improvements in turnover. A slowdown in growth
of turnover amongst non-exporting businesses has, meanwhile, been counterbalanced by
a corresponding increase in growth amongst exporting companies.

The proportion of companies increasing their staff numbers stands at 31% in this most
recent wave of interviewing, compared with just 8% of companies which have decreased
their head count. This rate of staff increase is very much on a par with those registered in
both September 2014, September 2015, and September 2016.

For the sixth year in a row, we have seen an increase in the reported number of companies
making a profit with a net profit versus loss balance of +59% in September 2017 and +56%
in September 2016.

Business sentiment with regard to the next six months remains in positive territory, and
confidence has increased from 48% of companies in September 2016 (expecting the
business climate to improve in the next six months) to 57% in September 2017.

1.2 Demand for Banking Finance

Credit demand from banks remains static year-on-year, with 23% having applied for bank
finance in the past six months compared to 23% in September 2016. This stability in credit
demand is consistent across SMEs of all sizes.

The survey also registers no change in expected future demand for credit, with one in five
SMEs expecting to apply for finance in the next six months, compared to 20% during the
corresponding period in 2016.

The main stated reasons for not having sought credit in the past six months are dominated
by a simple lack of credit requirements, a reason cited by 88% of businesses not seeking
credit.

Of the minority of companies which had requested bank finance in the previous six months,
new loans, leasing or hire purchase and renewal/restructuring of existing overdrafts and
new overdrafts were the main bank finance products requested.
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The most significant increase in credit demand is from the hotel and restaurant sector, with
the greatest decline being in construction (from 30% in September 2016 to 25% in
September 2017).

Further analysis indicates that a positive business performance in terms of turnover and
profit can impact positively on credit demand as companies look towards expanding or
consolidating their business.

A third of all SMEs with outstanding debt are not certain of the interest rate attached to
their outstanding loans. Of those that are aware, the average cost of credit reported on
outstanding loans is 5.1%. It should be noted that different question wording for cost of
credit was utilised in September 2017.

Just 15% report that the number of days taken to receive payments from customers has
increased over the past six months, a percentage which has increased marginally from 14%
in September 2016.

Just 3% of SMEs report having missed repayments of their loans in the past six months.
Note that the wording was expanded in this wave to ask the question of those with bank
loans, other business loans, personal loans which use the business as collateral and other
personal loans such as mortgages or buy to let loans.

Similarly, just 3% have made adjustments to their bank debt in the past six months, with
the main types of adjustments made by this small cohort centring around repayment
scheduling, and term or interest rate reduction.

1.3 The Application Process

Less than a quarter of all SMEs have requested bank finance in the past six months - no
change from the same period last year.

Of those companies who have requested bank finance, business expansion, working capital,
investment in machinery or equipment, and growth and expansion requirements are the
main uses to which this finance was put.

Of those who sought banking finance, 74% formally applied for it - down from 79% in
September 2016. The main reasons given for submitting an informal request is that the
business felt there was no need, as it related to a repeat loan or was linked to a personal
relationship in the bank.

The proportion of companies who applied for finance with one of the pillar banks remains
static - from 75% of all those requesting bank finance this time last year to 76% this year.
The average value of credit applied for was €137,878, up from €104,680 in September
2016. Of those applying for bank finance, 41% had to provide some type of collateral, with
the main collateral type required being buildings, personal assets of the owners, and land.
The average value of collateral required as a percentage of loan is 68% - higher than the
corresponding 47% registered in September 2016.

62% of all finance applications were processed within the stipulated 15 working days of
receipt of all information from the company, somewhat lower than the 68% reported over
the same period in 2016.
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The average amount of time from application to decision remains the same as September
2016, at 25 working days. The proportion of loans that are still pending has meanwhile
dropped, from 9% to 7%.

The proportion of credit applications declined stands at 14% in this survey, down marginally
from 15% in September 2016 during the same period last year. Overall, 79% of all SME
credit applications were fully or partially approved at the time of surveying. Decline rates
are highest amongst micro companies, and are higher for export than for non-export
businesses.

Those applying for credit for new overdrafts and renewal/restructuring of existing loans are
also more likely to have their request declined.

Main stated reasons for credit decline remain centred on applicant controlled factors,
particularly account performance/history. 20% of all companies who have been declined
bank finance agree with the reasons given for their refusal, an increase from a
corresponding figure of 9% in September 2016.

In 2016, 47% of those that were refused credit reported that they were informed of their
right to an internal review. This figure has increased to 49% of all SMEs refused credit in
2017, although it should be noted that this calculation is based on a very small base size
of just 48 respondents.

Excluding ‘don’t knows’, the proportion of companies refused credit from the main banks
who said that they were informed of their right to a decision review by the Credit Review
Office stands at 64%. It should be noted that the question was changed this wave to include
customers of both Ulster Bank and PTSB along with the two pillar banks — AIB and Bank of
Ireland.

60% of SMEs whose credit applications were approved have availed of all of the facility, a
further 15% have availed of part of it, with one in four not yet having availed of it.

1.4 Non-Bank Finance

The proportion of companies making enquiries for non-bank finance has been steadily
decreasing since September 2012 and now stands at just 7% of SMEs. The main types of
non-bank finance requested were for Government support, and loans from family, friends
or colleagues.

66% of these requests for non-bank finance were either fully or partially successful,
representing an increase from 60% in September 2016.

The decline rates for such requests are 11%, a figure which is down from 15% in September
2016.

Of those companies that have not applied for Government financial support, the main
reasons given were a lack of need for such finance (68%) and a lack of awareness of such
sources of funding (10%).

A majority of SMEs are aware of Enterprise Ireland (87%), and Local Enterprise Offices
(74%) Government support initiatives.

49% of SMEs are aware of the Credit Guarantee Scheme, and this represents an increase
of nine percentage points year-on-year. There continues to be a strong interest in State
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support, with 71% of all SMEs indicating they would like to see more information on how
businesses could apply for State funded support.

Internal funds/retained earnings represent the primary source of working capital finance,
with 81% indicating this (an increase of eight percentage points since 2016).

1.5 Credit Support Awareness

At an overall level, 57% of all SMEs believe that the banks are currently lending to at least
some SMEs, 15% believe they are not, while 28% are unsure. Micro and small sized
companies are least certain in this regard. Of the 15% who believe that the banks are not
lending, 36% claim that their view is based on personal experience (up from 26% this time
last year), with the balance basing their opinion on information from business organisations,
media reports, or the views and opinions of their peers.

Demand & Credit Outcome Summary — All SMEs
(Base: All SMEs — 1,535)

Demand Outcome
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Prefer not to borrow
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2. Introduction

This Report presents the results for the latest wave of the SME Credit Demand Survey
commissioned by the Department of Finance, and covers the period April to September
2017. Fitzpatrick Associates has conducted the study and Behaviour & Attitudes Ltd, the
independent market research and polling organisation, has carried out its fieldwork.

The key parameters of the survey have been kept identical to those in previous waves in
order to ensure comparability of data over time. This includes the quotas set for company
size and industry, the database of leads used to select businesses for interview, and the
key questions in the questionnaire itself.

All interviews for the study were conducted through Behaviour & Attitudes’ own Computer
Assisted Telephone Unit. In total 1,535 telephone interviews were conducted with a random
sample of Irish micro, small and medium SMEs. The interviews were conducted between
20™ November 2017 and 9% January 2018.

2.1 Economic Context

The recovery is now entering a more mature phase. While GDP figures can be difficult to
interpret in an Irish context, a broader range of measures - labour market indicators, tax
revenue developments and trends in purchasing managers indices - confirm that the
economy continued to perform strongly last year.

Importantly the domestic economy is now making a significant contribution to growth. In
the third quarter of 2017, personal consumption increased by 2.7% on an annual basis,
reflecting solid increases in disposable income and sustained consumer confidence.

The positive developments in the Irish economy are perhaps best reflected in the labour
market. Unemployment continues to decline, with the most recent CSO data showing the
unemployment rate had fallen to 6.1% in January 2018, which compared to a rate of 7.4%
in January 2017 and a peak of 16% in early 2012.

The latest forecasts published by the Department of Finance, as part of Budget 2018,
project GDP growth of 3.5% this year and 3.2% in 2019 . Importantly, the ongoing recovery
in domestic demand will continue to support employment growth, with over 48,000
additional jobs expected to be created this year. On this basis, by the end of this year there
will be more people at work in Ireland than ever before. In parallel, the unemployment rate
is expected to fall to around 5 2 per cent by the end of this year, which is close to the level
considered to represent full employment.

At the same time, it is worth noting that the economic outlook could be impacted by external
factors including, inter alia, weaker growth in key export markets, the UK’s exit from the
EU and policy developments in the US.

The Central Bank’s Quarterly Bulletin for Q1 2018, meanwhile, summarises the outlook for
the Irish economy as follows:

"Looking ahead, with strong domestic momentum and a broadly improving
international growth environment, the outlook remains positive, though both upside
and downside risks prevail. On the domestic side, there is some upside risk related to
the cyclical strength of the economy, while, on the external side, uncertainties in
relation to Brexit, the international taxation environment, and exchange rates,
persist.
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Abstracting from the volatility in the headline National Accounts data arising from
distortions to the trade and investment data, the underlying picture is that growth
has continued at a relatively strong pace over the past year. Strong and broad-based
growth in employment, particularly full-time employment, has provided a stimulus to
incomes, which has been augmented both by some pick-up in wage growth and the
further boost to real purchasing power from subdued inflation. In addition to the
positive impact of these gains, underlying economic activity has also benefitted from
continuing favourable financial conditions and the ongoing improvement in sectoral
balance sheets.

Looking ahead, the outlook remains positive, and the central forecast is that the
economy will continue on a favourable growth path. The main impetus to growth this
year and next is projected to come from the continued strength of demand within the
economy in the form of solid growth in consumer spending and underlying investment
(which excludes the volatile categories of investment in intangibles and aircraft). The
main driver of growth in underlying activity will be the continuing growth in
employment and incomes, although following its very strong growth in recent years,
employment growth is projected to gradually moderate over the forecast horizon.
Notwithstanding this gradual slowing, underlying domestic demand is projected to
grow by close to 4 per cent this year (2018) and by over 3 per cent next year (2019).
On the basis of the latest forecasts for growth in trading partner countries, and
abstracting from volatility from contract manufacturing activity, underlying export
growth is set to remain favourable in 2018 and 2019. As a result of the improved
overall outlook for trading partner countries, stronger net export growth is now
projected than at the time of the last Bulletin and is expected to make a small positive
contribution to overall growth both this year and next. However, the main contribution
to growth over the forecast horizon will continue to come from the domestic side of
the economy.

While the central forecast is for economic activity to continue to grow at a solid pace,
risks to these forecasts remain. The outlook continues to be characterised by
uncertainty about the external environment, both in relation to Brexit and
international corporate tax policy issues. Given the position of Ireland as a small,
highly open economy and the important role of multinational firms within the
economy, the state of global economic and trading conditions and significant
movements in major exchange rates have an important bearing on Irish economic
performance”.

Regarding the risks to the Irish economy, the most recent Central Bank bulletin makes the
following comments:

As noted previously, the economic impact of Brexit on Ireland will be negative and
material, with uncertainty prevailing and the extent of the impact depending on the
timing and nature of the changes to trading arrangements. To date, the impact of
Brexit on the economy has mainly been felt through the effect of the weaker sterling
exchange rate. Output, orders and exports data continue to suggest a muted overall
response from Brexit related factors to date, with the most notable impact of sterling
weakness, so far, to be seen on inflation. Reflecting the high proportion of goods
imports which come from the UK, passthrough from sterling weakness has continued
to keep downward pressure on goods price inflation, largely offsetting higher prices
for services and keeping overall inflation subdued. However, indigenous sectors and
regions which depend more heavily on the UK market remain vulnerable to the
changes which Brexit may bring and the potential for adverse economic effects to
emerge remains.

10
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On the domestic side, while inflation has remained subdued and wage growth
contained, the buoyancy of domestic demand and the extent of the recovery in the
labour market raises the question of the extent to which the cyclical strength of the
economy may come to pose a risk to the sustainability of stable and balanced growth.
In particular, the question (remains) of the extent to which there is still some slack in
terms of available resources or whether the economy is now moving back close to
capacity. Both recent research within the Bank and the newly published labour market
data indicate that broader measures of labour supply signal that the legacy effects of
the crisis on the labour market have not been fully resolved, and that there is still
additional labour supply available. This suggests that while labour market conditions
are tightening, there is still scope for unemployment to fall further before more
significant wage pressures emerge. The upswing in the economy in recent years has
been driven by the improvement in real economic variables rather than financial
factors. The recovery has been an income and not a credit or asset-driven
phenomenon. In such circumstances, adherence to flexible, counter-cyclical policies
are key to ensuring the sustainability of stable and balanced growth”.

The Credit Reviewer’s 19t Report suggests some underlying causes for the persistently low
demand for bank credit in a strongly growing economy, as measured by the Department of
Finance bi-annual demand survey. These include the risks in relying on self- funding capital
projects, and the need for funding plans which may include some degree of bank credit.
The Credit Reviewer also reflects on the impact that bank branch closures and the reduction
in the level of relationship management may be having on demand of bank credit from
SMEs and Farms.

Two new guidance sheets on self-financing have been posted on the Credit Review Office
website—- one for SMEs and one for Farms. These are in addition to the two guidance sheets
on the website for SMEs and Farms which have had their loans sold on to Hedge Funds/
Investment Funds.

2.2 Government Support Measures

The Programme for Government contains a range of commitments to help support small
and medium-sized enterprises. This includes action to ensure that an adequate pool of
credit is available to fund small and medium-sized businesses in the real economy during
the re-structuring and down-sizing programme for the domestic banking sector. Since
2014, the Department of Finance has examined and collated detailed data from AIB, Bank
of Ireland and more recently Permanent TSB on a monthly basis, to ensure there is a more
informed understanding of the SME bank lending environment with a particular focus on
new lending.

Strategic Banking Corporation of Ireland

The Strategic Banking Corporation of Ireland commenced lending in March 2015. To the
end of December 2017, the SBCI has supported loans totally €925 million to 22,929 Irish
SMEs supporting 119,553 jobs. The SMEs who received SBCI finance are from a variety of
business and economic sectors, including agriculture, food, retail, healthcare, transport and
manufacturing, and they are spread across every region of the country.

A detailed breakdown of the loans for the first half of 2018 will be published in July 2018.
To date, the SBCI has committed a total of €881 million to its 7 on-lenders to provide
appropriately priced, flexible finance to Irish SMEs. The SBCI has a current funding capacity
of over €1 billion, which it will use to help Irish SMEs invest in and grow their businesses.

11
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The SBCI currently has 7 on-lending partners, 3 bank and 4 non-bank finance providers.
These are AIB, Bank of Ireland and Ulster Bank and Finance Ireland, FEXCO, Bibby Financial
Services and First Citizen. The SBCI expects to enter in to agreements with additional on-
lenders in 2018.

The SBCI is working to develop more innovative products, such as the Brexit Loan Scheme
announced in Budget 2018 respectively. Additionally, the SBCI is also continuing to work
on a number of initiatives, including the continued use of guarantees and risk sharing
schemes to support lending by finance providers. These aim to address recognised market
failures.

The SBCI is currently seeking to broaden its distribution capability and market coverage by
adding new on-lenders and working to develop innovative products, thereby serving to
meet the needs of Irish SMEs and drive competition in the SME finance market.

Supporting SMEs Campaign
Over 100,000 businesses and entrepreneurs have availed of the Government’s Supporting
SME Campaign since its launch in May 2014.

This campaign is a cross-governmental initiative developed to help small businesses and
entrepreneurs learn the full range of potential Government supports available to them. At
the heart of this campaign is the Supporting SMEs Online Tool, which brings together over
170 Government business supports from 30 Departments and Agencies to one simple-to-
use website.

The campaign comprises three essential components: the Online Tool itself, marketing of
the campaign and outreach to small businesses via events across the country.

The “Supporting SMEs” online tool can be accessed at: www.supportingsmes.ie.

Ireland Strategic Investment Fund

The Ireland Strategic Investment Fund (ISIF) is a cornerstone investor in two SME funds
(SME Equity Fund - Carlyle Cardinal Ireland and SME Credit Fund - Bluebay) making equity
and credit available to SMEs and mid-sized corporates in Ireland.

ISIF continues to deploy capital to support new and existing non-bank alternatives and
other providers of finance as part of its strategy. Approximately €267m was committed in
2016, including €30m to two SME Funds (Causeway Capital Partners & BMS Finance), €30m
to Finance Ireland, €121m approximately in six VC funds, a €43m investment in Draper
Esprit, the publicly listed venture capital vehicle, and a €43m commitment to the MilkFlex
farmer loan fund.

May 2017: The ISIF committed €45m to the Muzinich Pan-European Private Debt fund which
focusses on providing European SME companies with a mix of senior stretch term loans (c.
70%), mezzanine loans (c. 20%) and equity (c. 10%) taken alongside some of the debt
positions. The fund has committed to investing a multiple of the ISIF investment in Ireland
(with the majority of that in deals of €10m and below) and has opened an office in Dublin.

12
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June 2017: The ISIF completed a £10m investment in Draper Esprit plc as part of a £100m
placement and subscription. This is a follow-on to ISIF’s cornerstone investment in the IPO
in June 2016. As a result of ISIF’s new investment, Draper has committed to investment
at least an additional £20m into Irish companies over the next five years on a reasonable
endeavours basis. This brings Draper’s total planned investment in Irish companies to £50m
by 2022.

September 2017: the ISIF launched the Ireland Ag-Tech Fund in partnership with Finistere
Ventures. This €20m fund will invest in start-up and early stage AgTech companies that
can generate significant economic impact in the Irish Agriculture and Food sectors.

November 2017: The ISIF provided a €14m debt facility to Panelto Foods Unlimited. This
debt facility will be used by Panelto to build a 60,000sq ft. expansion to create 110 new
jobs in Longford and to increase production capacity to serve export-led growth.

November 2017: The ISIF announced a commitment with BGF that launched the largest
ever growth capital fund dedicated to Irish small and medium-sized companies. The fund
which will have up to €250 million to invest is also backed by AIB, Bank of Ireland and
BGF’s existing shareholders. BGF Ireland will provide initial investments of between €2
million and €10 million in return for a minority stake, with additional funding to investee
companies as needed.

December 2017: the ISIF completed a $29.5m (€25m) investment into Motive Capital Fund
I, a specialist financial technology private equity investor.

Enterprise Ireland Seed & Venture Capital Scheme

To develop the domestic venture capital system, the Government commitment of €175
million under the Seed and Venture Capital Scheme 2013-2018 aims to leverage a further
€615 million from the private sector, for investment in high potential start-up and scaling
companies. As of January 2018, EUR 175 million has been allocated through three separate
calls (taking place in 2013, 2015 and 2017).

An amount of €131m has been formally committed to 9 Funds to date under the Seed &
Venture Capital Scheme 2013-2018. These funds are actively investing and will target
investments from Seed to Series A across sectors including Life Sciences, ICT, Fintech, and
Internet of Things.

Microfinance Ireland and the Credit Guarantee Scheme

The Government has also launched both the Credit Guarantee Scheme and the
Microenterprise Loan Fund. The Microenterprise Loan Fund is managed by Microfinance
Ireland on behalf of the Government. It allows microenterprises and sole traders across all
sectors, employing fewer than ten people, to apply for loans of up to €25,000. Up to end
of Q3 2017 €21m in loans have been approved, supporting 3,336 jobs. 79% of loans are
granted to microenterprises outside of Dublin with 21% granted to microenterprises in
Dublin.

The Credit Guarantee Scheme is open to businesses employing fewer than 250 staff and
with an annual turnover of less than €50 million (SMEs). It offers State guarantees on loans
of up to €1 million. Under the scheme, a 75% State guarantee is to be provided to banks
against losses on qualifying loans to firms who otherwise have difficulty getting credit owing
to inadequacy of collateral or inadequacy of banks’ understanding of the novelty of a
business model, market, sector or technology. Up to end Q3 2017, 502 facilities have been
sanctioned totalling €79.5m which has supported over 3,100 jobs.
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Under the Credit Guarantee (Amendment) Act 2016 a new Credit Guarantee Scheme was
announced bringing into effect certain changes. The new Scheme increases the maximum
guarantee provided by the State from 75% to 80%, and allows other financial providers
and financial products to come within the remit of the Scheme. The 2017 Act also provides
for a new Counter Guarantee Scheme to be made to facilitate the unlocking of SME funding
from EU institutions (COSME, Innovfin, and EFSI).

Brexit Loan Scheme

Under Budget 2018, the Government announced the introduction of a new Brexit Loan
Scheme, which will provide affordable financing to Irish businesses that are either currently
impacted by Brexit or will be in the future.

The new scheme aims to make up to €300 million available to businesses with less than
500 employees, at a proposed interest rate of 4%. It is open both to state agency clients
and those businesses that do not have any relationship with state agencies. The finance
will be easier to access, more competitively priced, and at more favourable terms than
current offerings.

The scheme will be delivered by the SBCI, through commercial lenders. It is expected to
be in place by early 2018, and will remain open until March 2020.

2.3 Rationale for this Demand Study

The 4th Report of the Credit Review Office suggested that “existing ‘credit surveys’ are
being used widely as a commentary on the availability of bank lending. These surveys are
not quality assured by any reputable market research organisation and may be misleading
to many businesses into not seeking bank credit and using alternative sources of financing
both of which are risky”.

As such, Irish SMEs, the Government, policy makers and other stakeholders require a
reliable and reputable demand study to be conducted either as a once off exercise or as
part of an on-going process. This report represents the output from such a demand study
exercise.

2.4 Study Scope

The scope of this exercise was to establish a regular, independent measure of the demand
for credit (encompassing all lending institutions) from the perspective of the SME.
Additionally, and since the provision of credit to SMEs extends beyond the two pillar banks,
information is required to inform Government as to the experience of micro, small and
medium-sized enterprises in accessing credit from the banking sector as a whole. In this
context, the Department of Finance commissioned this study to ascertain the situation in
relation to:

the demand for credit from SMEs

the failure of SMEs to seek credit

the reasons given for refusal of credit and

their level of knowledge on their rights in relation to credit.
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Company Size

This Review was conducted on the basis of companies falling into one of three categories
of SMEs, as determined by the EU definition of each category, which can be broadly

summarised as follows:

Description Employee Turnover Balance Sheet
Numbers Value
Micro 1-9 <=2million <=2million
Small 10-49 <=10 million <=10 million
Medium 50-250 <=50 million <=43 million

*A company which satisfies two of the three criteria is deemed to be a SME, one of which
is employees.

Credit Products
The Review covered the following credit products:

e Overdrafts
o New overdraft
o Renewal/ restructuring of an existing overdraft
e Loan
o New loan
o Renewal/ restructuring of an existing loan
Invoice discounting
Leasing or hire purchase
Bonds (bank backed, advance payment of other bonds etc.)
Other credit products

Sectoral Analysis

In order to ensure that information produced as part of this study was comparable with
previous studies and could be collated to form a sectoral picture, we have used Central
Bank sectoral codes.

e Central Bank sectoral codes are those codes used by the Central Bank, and specified
at EU level, under which individual banks submit their quarterly returns to that
Organisation. These codes are based on NACE Rev. 1 codes.

e The NACE Code system is a pan-European classification system which groups
organisations according to their business activities. It assigns a unique 5 or 6 digit
code to each industry sector e.g. B - Mining and Quarrying - B5 - Mining of Coal and
Lignite.

e In order to ensure that the results are representative of the overall SME population,
the construction sector, in so far as property development and speculative activities
are concerned, has been excluded. Only companies who support or supply to the
construction sector have been included.
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e The specific sectors or subsectors included in our analysis on the basis of NACE codes
are shown below:

NACE Categories |

Agriculture/Forestry/Fishing
Manufacturing - Processing & Food
Manufacturing — High Tech
Manufacturing — Other

Construction — General Construction
Construction — Other

Wholesale

Retail, Trade and Repairs — Non-Motor
Retail, Trade and Repairs — Motor Only
Hotels & Restaurants (incl. Bars)
Transport/Storage/Communication
Financial & Other Business Services
Real Estate activities (excl. Speculative)
Professional, Scientific and Technical
Human, Health and Social Work
Administration and Support Services

The specific sectors or subsectors excluded from the analysis are set out in detail below:

Non SME related financial intermediaries: non-bank credit grantors, credit
unions, collective investment schemes, SPVs asset-backed securities, pension
funds

Speculative real estate activities

Speculative construction activities

Educations - schools and colleges

Hospitals

Churches and religious organisations

Charities

Government (central and other)

Extra-territorial organisations and bodies

Private household lending.

Time Period of Study
In reviewing results it should be noted that the time period of this study is a six month
period from April to September 2017. Seasonality may have an impact on the results of the

study.
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3. Methodology

This survey represents a Fitzpatrick Associates study of lending to SMEs conducted in
Ireland examining the issue of credit availability. Fieldwork and analysis for the survey was
carried out by Behaviour & Attitudes, the independent market research company.

3.1 Sample Selection

The study sample was selected at random from an industry-leading database of all SMEs
across Ireland supplied by Bill Moss, the leading compiler and database provider in Ireland.
This database is compiled from multiple sources and updated regularly. At the date of
writing, the database held approximately 130,000 SME records.

A starting sample of 10,000 SMEs was randomly extracted from this database, across each
SME size category and NACE sectoral group, ensuring that respondents included a
reasonable spread of micro, small and medium-sized SMEs and a proportional
representation of 16 key business sectors set out in Section 2.4 above.

In total, 14,929 companies were called, and contact was made with 12,255 companies. Of
these 12,255 contacted, 1,535 interviews were completed, with some companies either
falling outside of the quotas classifying small and medium enterprises, or others refused to
take part or to complete within the time frame set out for interview.

Quotas were set in order to ensure that the sample was sufficiently representative of the
SME population in terms of both SME size (micro, small and medium) and sector (as defined
by NACE codes); and also matched the previous waves of this survey.

3.2 Sample Accuracy

The sample error for a survey of this nature is very good. Based on a total database of
130,000 SMEs in Ireland, the total sample of 1,535 companies has a possible sample error
of just + or — 2.6% (at a 95% significance level), while the sub samples of micro, small
and medium companies (each with approximately 500 interviews) has a possible sample
error of just + or - 4.4%.

3.3 Collection of Data

Telephone interviews were conducted with 1,535 Irish micro, small and medium SMEs,
based on a questionnaire finalised between the Department of Finance, Fitzpatrick
Associates and Behaviour & Attitudes. The changes made this wave included rewording on
the export question to include countries exported to, and a new question added on
ownership of business. The missed repayments question included types of loans, and Ulster
Bank and PTSB were also included in the right to review question. A new question was also
added regarding operations in other countries. Questions deleted which were used in the
September 2016 report included difficulty in sourcing export-related finance, company
situation (company struggling to survive, etc.). The question on innovation, total
expenditure on fixed assets, and questions on seasonality of the business were also
removed. Awareness of the existence of the Credit Review Office was removed and this was
included in a statement at Q.17a. There were a number of questions on investment activity
and assets included in a new section which will be dealt with in a separate report by the
Department of Finance and the Economic and Social Research Institute (ESRI).
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All interviews were conducted between 20* November 2017 and 9t January 2018 and
covered the period from April to September 2017. Over the course of the study, 1,535 SME
interviews were conducted. The typical telephone interview lasted between 5 and 35
minutes, depending on the level of credit demand.

Data from completed questionnaires was reviewed, analysed and the results are presented
in this Report. The full study questionnaire is attached as an Appendix to this Report and
detailed results are presented in Sections 4-9.

3.4 Comparative Results

All key parameters of the methodology used in this wave of the Credit Demand Survey were
kept the same as in previous waves, in order to ensure direct comparability. This included
the approach, quotas, key questions in the questionnaire, and sample database.

Within each micro, small and medium category the number of study respondents by sector
can vary slightly (+/-2% on a sectorial level). Results for this study were weighted to the
same size profile as that used in the prior study.

Information relating to applications is based on actual results on the basis that lenders must
consider each application for credit on its own merit.

3.5 Sample Size

1,535 SMEs participated in the telephone interviews. Companies were allocated to micro,
small and medium size categories based on employee numbers as a proxy for company
size.

The three SME size categories have very different characteristics. As such, and in line with
previous surveys, SMEs should not necessarily be considered as a single population but as
three distinct populations - micro, small and medium. Study results have been provided
separately for each category and this Report should be read on that basis.

A sample of SMEs were contacted and asked to respond to a phone based questionnaire.
This sample was selected from a database of approximately 130,000 companies. The study
was carried out between 20" November 2017 and 9% January 2018 and respondents were
asked to respond based on their experience from April 2017 to September 2017.

It should be noted that whilst the physical number of micro enterprises operating in Ireland
is significantly higher than the number of small and medium enterprises, the economic
weight or value of each category of SME (micro, small and medium) to the Irish economy
is broadly similar.

3.6 Limitations

The results set out in this document should be considered in the context of the following
limitations:

1. The study provides the consolidated opinions of a wide range of SMEs but it is not a
census of the entire population of SMEs in Ireland.

2. Each study collects responses from a random sample of SMEs and hence the

18



”7‘ Fitzpatrick
¥ 4 Associates

-
ECONOMIC CONSULTANTS

change in the underlying quality and characteristics of the business will contribute to
some of the variations noted from study to study (however, sample error rates shown
earlier should account for this).

3. Whilst every effort has been made to ensure that the study sample is as fully
representative of the population as a whole as possible, it is possible that certain sub-
groups are under-represented. It should be noted that the following sub-populations
are relatively small for robust analysis:

a) The study included a sample of companies which employed one person
(i.e. were self-employed).
b) The study included a number of companies who had been in business for up

to two years, however this type of company has generally not filed company
accounts and/or is not listed in Company Registration Office records and is not
in the database used for sampling purpose.

4. Demand for credit and the bank lending decisions surrounding the approval of credit
are complex, multi-faceted, and unique to each individual SME application. Not every
variable contributing to a credit decision can be probed during a telephone interview
and likewise the characteristics of the respondents business cannot be fully and
comprehensively captured in such a timeframe.

5. Slight rounding may occur in the graphical or other representation of figures in this
document.

3.7 Other Research

We have examined the research work conducted in the area of SME lending (demand and
supply) by various stakeholder groups. These include the Central Bank of Ireland, CSO,
Credit Review Office and ESRI amongst others.

3.8 Privacy of the Respondent

Throughout the study process all interviews conducted with SMEs were carried out on a
confidential basis and the respondents’ rights under the Data Protection Act(s) were fully
observed including the rights of respondents to choose not to answer or to end the interview
at any stage. In all instances the interviewer ensured that responses were collected from
the person who had primary responsibility for financial matters in their business.

The Department of Finance had no specific interest in the individual financial affairs of any
of the SMEs that participated in this study. Rather, the key objective was to better inform
Government of the volume, nature and demand for credit in this key sector of the Irish
economy.

We would like to express our sincere thanks to all those SMEs who have participated in this
study.
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4. Profile of Respondents
4.1 Company Size, Turnover and Length of Time in Business
To be able to compare the results from the credit demand study wave by wave, it is

important that the samples achieved are similar on key business demographics. This was
achieved through strict quota control on company size and sector.

Analysis of Sample
(Base: All SMEs — 1,535)

CompanySize Annual LengthOf Time
(No.of Employees) Turnover In Business
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
14 '15 '16 ‘17 12 '13 '14 '15 17 G e he g
% % % % %
Medium €10m-€50m H
(50-249) 23123
ST I H 27 More than
20 years
Small
(10-49)
11-20years
eom-€2m )| K= 63162
Micm 39 39 39
(1-9) 5-10years
2-4A years
Up to 2 years

F thatI'ICk » 9 (A0s/Q.3)
. Assoc:ates A=
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The above confirms the similarity of the samples with identical distribution on company size
and almost identical distribution on turnover and length of time in business.
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4.2 Exporting Companies

24% of the companies interviewed export goods or services outside the Republic of Ireland.
It is worth noting, however, that the export question was changed slightly from previous
waves (March 2013, March 2015) and again in September 2017, which might impact
comparability for this question slightly over the years.

Export Overview
(Base: All SMEs who export —365)

Other
European

< 4%
v/ U
Eurozone

/7

Don’t export

7 Fitzpatrick
_4 Associates
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(Q2¢/Q.2d)
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In looking at a breakdown of countries exported to, it can be seen that Northern Ireland
and Great Britain account for a combined average of 57% of all exports.

Export Overview — Percentage of Firms’ Sales Exported
(Base: All SMEs who export —365)

Exporting Activity Percentage of firms’ sales exported Sept “17
Sept '17
Northern Great Britain EU/Eurozone Other European United States Other
Ireland (i.e. excluding country
Export N. Ireland)
% of sales exported
None
65
Don’t export
From1to10
From11to 20
From21to 30
From 31 to 40
From 41 to 50 — 3 |
From 61 to 70 — —
From 71 to 80
From 81 to 90
From 91 to 100
Don'tKnow

(Q2¢/Q.2d)
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Analysis of Sample - Export
(Base: All SMEs — 1,535)

’e: AN «\\ JV : S
./]_>

Exported In The Past 12 Months
Sept'11 Sept '12 Sept'13 Sept'14 Sept ‘15 Sept 16 Sept ‘17

7 Fitzpatrick g
Q’ _‘lAssoaates =\ %

The percentage of companies exporting has increased from 21% in September 2016 to
24% in September 2017. Since September 2011, survey results for the percentage of SMEs
exporting have varied from 18% (September 2011) up to 26% (September 2012).

}

(Q.2c)
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4.3 Regular Financial Management Tasks and Use of Financial Advisors

Compared to September 2016, we see similar levels in terms of the financial management
tasks undertaken by the companies. 86% maintain regular management accounts
(unchanged from September 2016), and 68% maintain an existing business plan - also
similar to the level seen in the previous year. However, there was an increase in the
incidence of firms using financial advisors in the period - 43% of SMEs had used financial
advisors in September 2017 - up from 39% in September 2016. Also, there was an
increase in firms estimating cash flow requirements for the coming months (71%, up from
61% in September 2016, but similar to previous earlier waves).

Analysis of Sample - Financial Planning
(Base: All SMEs — 1,535)

Task Conducted
Sept '12 Sept '13 Sept '14 Sept ‘15 Sept ‘16 Sept '17

% % % %
Maintain regular

management 88 87 91 87 86 86
accounts
Maintainan

existing 64 . 65 70 65 . 67 68

business plan

Estimate cash flow
requirementsfor
the coming months

71 70 74 70 61 71

) -

None of the above 8 5 8 8 9
% Sought Professional
Advice Regarding 50 51 51 47 39 43

Financial Requirements

‘v\, Fitzpatrick ) (030)
\ _‘Associates "\ .
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5. Trading Performance

5.1 Turnover Trends

Trading conditions for SMEs in the period April to September 2017 remain favourable, with
increased proportions of SMEs claiming increased turnover (49%) compared to the same
period in 2016 (46%). 37% report that turnover is unchanged, while 14% report that their
turnover has decreased over the period. Comparing turnover trends over the past 3 years,
we also see that trading conditions for SMEs remain favourable, and the proportion of SMEs
experiencing different changes in turnover have started to plateau.

Turnover of the Business in the Last 6 Months
(Base: All SMEs — 1,535)

% change
*(Base: All With Increased Turnover
2016 vs 2015 - 871)
21+% 11

=O-Increase Remain the same =©-Decrease
50 - 11-20%

Increase -
55

48 49 i 49 4
50 - 46 A verage

45 -

Remain the Same
w0 J

42
35 | Not sure
34 38 37
1 35 % change
30 26 *(Base: All With Decreased Turnover
25 C 2016 vs 2015 -187)

26

0,
Decrease - R =

14 11-20% [EET)

20

15

10

Sept 11 Sept '12 Sept 13 Sept '14 Sept '15 Sept '16 Sept '17 1-10%

Average
14%
O © © OO ©O

[

Not sure 15

f‘ thpa?rlck » 9 (@s5/Q.22c)
- ASSOCIateS - \ - *NB: Different question used in September 2017
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Note: the question on ‘percentage increase in change in turnover’ changed in September
2017.
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Trading conditions are quite different when looking at different company sizes. Medium-
sized companies have the most favourable trading conditions and see an improvement,
similar to September 2016. 59% of Medium-sized companies report increased turnover
compared to 55% in September 2016. Only 11% of Medium-sized companies report a
decline in turnover - this compares with 10% at this time last year.

Micro companies continue to have the least favourable trading conditions with 44% of these
reporting increased turnover in the period April to September 2017 - this is up from 40%
the year before. However, more Micro companies claim decreased turnover in the past 6
months compared to last year (18% now versus 14% in September 2016).

Turnover of the Business in the Last 6 Months — By Company Size
(Base: All SMEs — 1,535)

TOTAL Micro Small Medium
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
M1 22 3% 14 1S M6 YT a2 i D b T U L (S 11 '12 '13 '14 '15 '16 '17 11 12 113 114 45 16 17
% % % % % % % % % % % % % % % % % % % % % % % % % % % %

47 47
37
27 27 27 37
Increase H
Remain the

26 35 38 35 38 42 37 25 35 37 40 41 46 38 25 37 38 34 39 41 39 28 3339 32 32 |35 31
Decrease

same
: Eomm Hmmi
21|14 25 35 21
55|45 3
-35
7 7 Fitzpatrick
 Associates
[ECONOMIC CONSULTANTS

(@s)

sl
i HHHI 2|
ecrease
-25| -9 [ 421|417 |+26 | +26 -23 | -10 | +12 | +35| +41 | +35 | +37 +2 | +5 | +19 | +48 | +44 | +45| +48
For all types of SMEs, however, turnover trends have been consistently more positive over

NET
September 2014-September 2017 waves, when compared to September 2011-September

Increase/ | -22 |-11| +6 | +33|+32[+34| +35
2013.
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Looking at those SMEs with increased turnover in the last 6 months, we also see that Micro
and Small companies report the highest percentage turnover increase.

Percentage Increase of Turnover X Company Size
(Base: All SMEs with increased turnover - 871)

Company

Total Micro Small Medium

1-10%

Don’tknow/not sure

’ Fl'tZPa?r iCk ).22¢
W Assoc,ates ! \ - Roin Al rgeada(i(s2 “

ECONOMIC CONSULTANTS X
Department of Finance

Note: the question on ‘percentage increase in change in turnover’ changed in September
2017.
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Turnover by Sector

As previously noted, more companies have seen increased turnover than companies
reporting declining turnover in the past 6 months. By sector, the hotels & restaurants
sector has the highest proportion of SMEs reporting increased turnover, followed by
manufacturing, and then construction.

Turnover of Businesses in the Last 6 Months — By Sector
(Base: All SMEs — 1,535)

Manufacturing Constructlon Wholesale Hotels & Restaurants Business Services Other
% A
< 6‘, . ) ,ﬂ "f,".ﬂr
: < . S ‘s‘,.» ﬁ\ﬁf" 0
‘&‘ ¢« 85 (fi
W / e ¢C ﬂ

43

34

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
i
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
i

-Increased Remained the same .Decreased
7 Fitzpatrick )
Assoc:ates o
ECONOMIC CONSULTANTS (Q.s)

The percentage of firms reporting a decrease in turnover is noticeably higher in the
wholesale sector (23%) when compared to other sectors. The comparable estimate for the
wholesale sector in September 2016, meanwhile, was 15%.
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Also, while the hotel sector, at 60%, had the highest proportion of firms reporting an
increase in turnover, this figure was nonetheless lower than the equivalent figure in

September 2016, which was 66%.

Turnover of Businesses in the Last 6 Months — By Sector
Comparison
(Base: All SMEs — 1,535)
Manufacturing Construction Wholesale  Hotels & Restaurants Business Services Other
Sept Sept Sept' Sept Sept Sept Sept Sept' Sept Sept Sept Sept Sept' Sept Sept ~ Sept Sept Sept' Sept Sept Sept Sept Sept’ Sept Sept  Sept Sept Sept' Sept Sept
13 '14 15 ‘16 ‘17 ‘13 '14 15 ‘16 ‘17 ‘13 '14 15 ‘16 ‘17 ‘13 '14 15 ‘16 ‘17 ‘13 '14 15 ‘16 ‘17 ‘13 '14 15 ‘16 ‘17
% % % % % % % % % % % % % % % % % % % % % % %
. HHHHI HHIIH HHHII IHIHI HIHII HIHHH
Remain
thesame3930344134 37 130 ‘37 ' 42" '37 35 37 37 44 34 32 25 24 26 29 40 40 42 47 43 44 40 48 41 41
L6 ] |
14 11
EE , -
oecrense [ I pegas HHHH s afm? me
INE;::’_:’;::E/ +21|+36(+38|+31 +48| +15(+42 | +35|+44 | +46 |-13 +27|+23|+26[+21 +26 [+47 [+64|+58 +49| 8 [+29 (+34|+29|+39 +7 |+30 +24 (+34| +33
7 Fitzpatrick > 9
Assoc:ates s ) .
[ECONOMIC CONSULTANTS (Q )
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Turnover for Exporting Companies
The relative performance of exporting companies has improved over the last twelve
months, however, with only a marginal decline in turnover for non-export companies.

Turnover of Businesses in the Last 6 Months — By Sector
(Base: All SMEs — 1,535)

Exportin
Yes P ; & No
Sept 13 Sept 14 Sept 15 Sept 16 Sept 17 E Sept 13 Sept 14 Sept 15 Sept 16 Sept 17
IncreaselnturnoveI I I I I I H I I I

Remainthe same 36 5 37 41 44 39

Decreasemturnove :
: 31

| NET Increase/ Decrease +27 l +46 | +47 | +36 | +47 | : I = | +27 | +27 | +34 | +31 |
Fitzpatrick O
S Assgcalates : \' - i
!CDNOMIC 'CONSULTANTS
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5.2 Employment Trends

In line with the proportion of SMEs reporting a turnover plateau, staff developments also
remain more stable from April to September 2017. 31% of all SMEs have increased staff
numbers in the period. 8% have decreased staff numbers while 61% have not changed
their staff numbers.

Staff of The Business in the Past 6 Months
(Base: All SMEs — 1,535)

TOTAL
Sept'll  Sept'l2  Sept'13  Sept'ld  Septl5  Sept’l6  Sept’l7

21 27 31
17
Increased - - ' . H .

Remainthe same

| 1 | 7 1 s L 7 | 38 |
Decreased

’ NET Increase/ Decrease

-10 ‘ -1 I +9 ’ +23 ’ +19 ] +22 ‘ +23 ‘

Fitzpatrick » 0,
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Micro and small sized companies see very little change for staff development during the
period. Medium-sized companies indicate the highest growth in staff numbers, with 50%
indicating an increase of staff numbers. 36% of Small-sized companies indicate an increase
in staff numbers, while only 15% of Micro companies indicate an increase in staff.

Staff of The Business in the Past 6 Months — By Company Size
(Base: All SMEs — 1,535)

Micro Small Medium
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
'11 '12 '13 '14 '15 ‘16 ‘17 11 '12 '13 ‘14 '15 ‘16 217

% % % % % % %

- e ol
29
Increase -ﬂn. . 20

Remainthe
same

po= oo HEM ~EAE™
Decrease Eaﬂn-ﬂ
[ ] 2

’ NET Increase/
Decrease

Fitzpatrick » ',
4Assoc1ates » \ -
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12‘ 12‘ -2 +6 +1 +9 +7 +11 | 427 | +27 | +26 +27‘ 43 | +16 | +25 | +43 | 437 | 435 +45‘

(Q6)

For all SME sizes, however, employment trends have been consistently more positive in the
September 2014 -September 2017 period than in the September 2011-September 2013
period.
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5.3 Profit Trends

For the sixth year in a row we see an increase in the net profit/loss for businesses for the
past six months. 68% of all SMEs report a profit in the period (compared to 65% in
September 2016). 9% reported a loss, while 20% reported they break-even.

Profit In The Business In Past 6 Months
(Base: All SMEs — 1,535)

TOTAL Micro Small Medium
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
11 '12 '13 '14 '15 ‘16 ‘17 '11 '12 '13 '14 '15 ‘16 ‘17 ‘11 '12 ‘13 '14 '15 ‘16 ‘17 ‘14

% % % % % % %

75
HI

Made a
profit

56|61]65 63 67/68]70
42|42 a3|a1

Broke even
9 ]9 (7]8 1 fz) 9 Lol
mE D u
Made a loss HHE 17
Refused /
Notsiie 3% | 2% | 3% | 4% | 4% | 4% | 2% 4% [ 3% | 3% | 3% | 6% | 3% | 2% 4% | 2% | 2% | 4% | - | 4% | 4% 1% | 3% | 1% | 3% | 2% | 7% | 2%
NE‘I;Z:flt/ +16 | +17 | +30 | +43 | +51 | +56 | +59 +6 |+10 |+20 [+31 |+31 | +50 | +53 +17 | +15 | +32 | +47 | +56 | +61 | +62 +29|+35 | +44 | +57 | +68 | +61 | +66
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Compared to September 2016, the greatest increase in share of firms in profit is registered
amongst medium sized companies.

A strong relationship between turnover and profit performance also exists, with companies
having increased turnover being much more likely to report profit than companies with
declining or static turnover which are more likely to report a loss.

Turnover Turnover Turnover
Increased Remained Decreased
Same
Made a profit 81 41 65
Broke even 13 30 22
Made a loss 4 21 10
Don’t know / Refused 2 8 2
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5.4 Business Sentiment — Next 6 Months

Business sentiment remains positive overall for companies of all sizes, and we see an
increase in positive business sentiment being registered in this wave compared to
September 2016. 57% of SMEs expect the business climate to improve in the next six
months - up from 48% in September 2016.

Just 14% of SMEs now expect the business climate to perform worse in the next six months.
This is down 10 percentage points on September 2016.

While we see increases in sentiment across all SME sizes, Micro and small companies see
the biggest increases in business sentiment overall, with both showing a 10 percentage
point increase in firms expecting the business climate to improve.

Business Sentiment — Next 6 Months
| think the business climate in Ireland will improve in the next 6 months
(Base: All SMEs — 1,535)

TOTAL Micro Small Medium
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
13 '14 '15 16 '17 13 "4 15 16 '17 13 14 "15 ! ' 13 14 15 16

% %

Agree strongly

Agree slightly

Neither

Disagree slightly

Disagree strongly

(Q19b)

7 Fitzpatrick
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Just 11% of firms believe Brexit will have a positive impact on their business (down from
14% in 2016), while 58% believe it will have the opposite effect (57% in 2016). 30% of
SMEs believe it will have no impact on their business (no change).

Business Sentiment — Next 6 Months
| think Brexit will have a positive impact on my business
(Base: All SMEs — 1,535)

Company Size
Total Micro Small Medium
Sept'16 Sept'i7 Sept'16 Sept'i7 Sept'16 Sept'17 Sept'16 Sept'i7
% % % % % % % %

Agree strongly -
= 61

Agreeslightly
Neither H H
Disagree slightly H

Disagree strongly I I

Fltzpatrlck » 9

v
Assoc:ates o (Q19aiv)
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There is also a clear relationship between SMEs’ individual turnover situation and their
business climate outlook. For example, SMEs with increased or static turnover over the past
six months (April to September 2017) are much more likely to think the business climate
of Ireland will improve over the next six months.

Turnover Turnover Turnover
Increased Remained Decreased

Same

Agree 57 63 44
Neither 29 27 31
Disagree 14 10 25
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6.0 Demand for Banking Finance

6.1 Current Demand for Credit

Credit demand for the period April to September 2017 has remained static versus the same
period last year. 23% have applied for bank finance in the past six months, in line with the
same figure of 23% in September 2016. In both instances, requests for credit were also
lower than in previous earlier waves.

SMEs Seeking Bank Finance In The Past 6 Months

(Base: All SMEs — 1,535)

Total

Sept'll Sept'l2 Sept'l3 Sept'ld Sept'l5 Sept'l6 Sept ‘17
% % % % % % %

Requested . Requested By Company Size

Sept Sept Sept Sept Sept Sept Sept
77
Not requested 61 70

Gul 19 ‘13 ‘14 ‘15 ‘16 ‘17
Micro 27 36 30 24 24 20 18
"7 Fitzpatrick D)
4 Associates

Small 41 41 39 38 34 24 26

Medium 41 43 39 32 34 28 26

% % % % % % %
> By
» @9)
ECONOHICCONSU[T‘N7S

The plateau in credit demand is also registered across SMEs of all sizes. It should be noted
that the backdrop to this trend is one of improved business sentiment and profitability
across the SME sector in the past six months.
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6.2 Future Demand for Credit

Expectations for seeking bank finance in the next six months also remain static year-on-
year. One in five of all SMEs expect to apply for finance in the next six months, which is
the same as September 2016, but down on the 26%-27% recorded between September

2012 and September 2015.

Expecting to Seek Bank Finance In Next 6 Months
(Base: All SMEs — 1,535)

Total

Sept'll Sept'l2 Sept'l3 Sept'ld Sept'l5 Sept'l6 Sept ‘17
% % % % % % %

Yes
: Requested By Company Size

Sept  Sept Sept Sept Sept Sept Sept
118 19 13; ‘14 ‘15 ‘16 427,
% % % % % % %

Micro 21 24 22 22 22 19 17

No Small 25 28 25 31 31 22 22

Medium 30 29 31 30 27 17 23

Don’t know

4Fltzpatrlck -
Associates )y (@.16b)

T CONOMICCONSULTANTS

It is worth noting, of course, that this is simply a prediction of possible future demand, and
therefore should not be directly compared to actual credit demand reported in the past.
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6.3 Reasons for Not Seeking Credit

In order to better understand the reason behind SMEs’ lack of demand for credit, companies
were specifically asked to provide reasons for not seeking credit in the past six months.
The reasons given were then grouped into business related and banking related reasons.

The main reason given is that bank finance is simply not required - with a marginally
increased number (88%) of those businesses who did not apply for credit mentioning this,
up 2 percentage points from 86% in September 2016.

Other reasons for not requiring bank finance include companies stating they have finance
in place (4%) and they prefer not to borrow (5%).

‘ Total ' Micro ‘ Small ‘ Medium

% % % %
Business Related Reasons
Didn’t need it 88 87 87 92
Prefer not to borrow 5 6 6 2
Existing finance product in place 4 3 6 5
Not the _righ_t time given the 1 1 1 )
economic climate
Use/raise personal funds when 1 1 1 1
needed
Bank Related Reasons
Possible rejection 2 3 2 -
Too expensive to borrow 1 1 1 0
Belief that banks are not lending 1 1 1 -
Application process too difficult 1 0 1 0
Don't trust the banks 1 1 1 -
Other 9 9 10 8

Bank related reasons are less commonly cited as reasons for not applying for bank
finance in the past six months.

38



‘Fltz atrlck
Associates

6.4 Demand for Credit by Product

Among those SMEs who have requested bank finance in the period April to September
2017, new loans, leasing or hire purchase and renewal/restructuring of existing overdraft
and new overdraft are the main bank finance products requested.

The most significant increase in the type of credit requested is for new loans (up from 28%
in 2016 to 34% in 2017).

Lending Products Requested By SMEs
(Base: All SMEs Seeking Bank Finance — 352)

New overdraft

Renewal/restructuring of existing overdraft

34
34
New loan 32
m Sept '17
Renewal/restructuring of existing Loan M Aeprlo
u Sept '15
m Sept '14
Invoice Discounting H Sept '13
-
Leasing or Hire Purchase %g

Other

Fitzpatrick D)
A A ,ates \ = RcinrnAirgeadais (Q.9b)

N INSULTA £
ECONOMIC CONSULTANTS Department of Finance
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Invoice discounting remains the least popular product, when compared with previous
survey waves, with 4% of those who have applied for bank finance having applied for this
credit type. However, new overdrafts have also registered a drop to just 8% seeking such
a financial product the last time they enquired about credit.

Sept ‘13 | Sept ‘14 | Sept ‘15 | Sept ‘16 | Sept ‘17

%o of All Products Requested

New overdraft 11 13 13 13 8
Renewal/ restructuring of existing 33 24 25 16 16
overdraft

New loan 20 24 24 28 34
Re.ne_wal/restructurlng of 16 12 11 6 8
existing loan

Invoice discounting 6 6 5 4 4
Leasing or hire purchase 13 19 20 28 27
Other 0 2 2 4 3
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6.5 Demand for Credit by Sector

The construction sector is the only sector to show static or declining demand for credit in
September 2017, when compared to September 2016. Among other sectors, the largest
increases in demand for credit are found in business services, hotels and restaurants and
the wholesale sector.

Demand for Credit x Sector
(Base: All SMEs 1,535)

]
. 0000000
@ _ Manufacturing

W
ate i&{@»‘. Construction

Wholesale/retail trade & repair H Sept '17

mSept'16

mSept '15
m Sept '14
m Sept '13

Hotels & restaurants

o,
m Business services
]

o ® '."r

LN i Other
¢« &) A

© ¢00,0
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6.6 Demand for Credit by Turnover and Profit Performance

It is also interesting to look at credit demand by business performance to gauge whether
companies are requesting credit for growth or for stability/maintenance of the business.
From the results below, it is evident that both motivations play a role, though with greater
demand among profitable companies which are growing.

| RequestedCredit

Sept Sept

Turnover 2016 2017
% %
Increased 53 55
Remained the same 35 32
Decreased 12 13
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Requested Credit

Sept Sept
2016 2017
9/ %

(o]
Made a profit 67 71
Broke even 18 20
Made a loss 11 9
Not sure 3 1

6.7 Cost of Credit

A third of all SMEs with outstanding debt are not certain of the interest rate attached to
their outstanding loans. Of those who are aware, the average cost of credit reported on
outstanding loans is 5.1%. Note that a different question wording for cost of credit was
utilised in September 2017.

Average Costs Of Credit (Interest Rate) For Outstanding Loans
(Base: All SMEs with outstanding loans)

Company Size
Total Micro Small Medium

% % %
11+

5-10%

21

w X
@

3-4%
16
il -
o e
Refused/Not sure 36 37 41
Mean Score 5.1% 5.8% 4.7% 4.5%
Average Outstanding Loans € 918k 129k 850k 2,939k

NB: Question wording changed in Sept 2017

== Fitzpatrick > 9
AAssoaates *) .
[ECONOMIC CONSULTANTS Roinn Airgeadais
Department of Finance
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6.8 Financial Position of Businesses

The numbers of days that go by before businesses are paid by their customers affects the
cash flow of the business and, thereby, also the need for external finance. Likewise, cash
flow can be improved by delaying payments to suppliers to the business. 15% of SMEs feel
that the average number of days within which customers pay has increased during the
period April to September 2017 - this is up slightly from 14% in September 2016. However,
75% feel that the payment period is unchanged, while 8% feel customers are paying faster.

Analysing by company size, we see that 17% of small-sized businesses, a slight increase
from 14% in September 2016, believe that customers are taking longer to pay.

Number of Days in which Customers pay the Business
(Base: All SMEs — 1,535)

TOTAL Micro Small Medium

Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
‘11 ‘12 '13 '14 ‘15 ‘16 ‘17 ‘11 '12 '13 '14 ‘15 ‘16 ‘17 ‘11 ‘12 '13 ‘14 ‘15 ‘16 ‘17 ‘11 '12 13 '14 ‘15 ‘16 ‘17

% % % % % % % % % % % % % % % % % % % % % % % %

s HHHI HH HHHH HH.n

Decreased EEE EHH Enan nm
Eopn uleofs ] (Bl 0 HSfinRn

1 2 1 2 i 2 3 2 0 1 1

Don’t know 2 2 2 2 2 Is 2 1 2 2 2 2 i 2 2 2 2

NET Increase/
Decrease

7, Fitzpatrick » O,
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+21|+17 | +6 | 49 | +5 | +7 +21|+11|+21| +4 |+10| +8 | +6 422 |+30|+16|+10| +9 | +6 [+10 +26 |+20 (+12 | +4 | 49 | +1 | +4
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In terms of supplier payment, we do not see any major change from September 2016. 84%
of all SMEs feel that the average number of days they take to pay suppliers remains
unchanged, while 7% suggest that the payment period has increased, and a similar

proportion (8%) say that they pay suppliers faster than before.

Number Of Days in which Business pays Suppliers

(Base: All SMEs — 1,535)
TOTAL Micro Small Medium
Sept Sept Sept Sept Sept Sept Se Sept Sept Sept Sept Sept Sept S Sept Sept Sept Sept Sept Sept Sept ~ Sept Sept Sept Sept Sept Sept Sept
Sl .lgt .1‘; .1‘: .el‘; .elgt .1;* el‘s* .i': 91‘7* 11 '12 '13 '14 ‘15 ‘16 ‘17 11 '12 13 14 ‘15 16 17
% % % % % % % % % %

11 '12 '13 '14 ‘15
% % % % % %

% % % % % % %

7

1511112 7

[Nl <toll 10 | 18| 15| 10| 9 | 7 | 7 18

Remainthe
72 |7
same

%
7= 19 ol I I A
76 | 82 | 86 | 88 | 85
9
11| g8 6 7
0 0 0

Decreased |

pon'tknow |0 | 1o |11 |1]1 1lof2fa]2f2]2 1fafl1]ofa]2]1 ofo]o 1

""D"’""“/ 0+ |46+ ] =] =] +8 |43 |47 |43 |+a| 2% +10|+14| 45 [+2 [ 2 [+1 | -3 s2(+2|+6|-a|2] = |%
(Q.7a)
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Repayment of Current Loans

The financial position of a business can also be established by the incidence of having
missed repayments on existing loans, as this can be used to effectively avoid requiring
credit in the short term.

Note: the wording of the question was expanded in this wave to ask the question of those
with Bank loans, other business loans, personal loans which use the business as collateral
and other personal loans such as mortgages or buy to let loans.

Only 3% of SMEs suggested that they had missed repayments of loans in the period April
to September 2017. The smaller the company, the more likely they are to have missed
repayments, though again the number of firms is small in relative terms.

Missed Repayments On Loans In Past 6 Months
(Base: All SMEs — 1,535)

Total
Sept '12 Sept '13 Sept '14 Sept '15 Sept '16 Sept '17*

% % % %
aa EEECSIEIC
% % | %

%
B ==
Yes

IANY 4 3 2

Bank loans 2 2 ik

Other business loans 2 0 1
No 3

Other personal loans

such as mortgages or 1 1 1

|buy-to-let loans

Personal loans which

use the business as 1 0 1
|collateral
Don’t know/don’t 25 [
know any bank debt ‘N°"e 96 97 98
» 9 *NB question wording changed in Sept 2017 é j (Q.7¢)
» ) = b

Roinn Airgeadais
Department of Finance
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Adjustments to Current Banking Debt

Only 3% of SMEs made adjustments to their bank debt between April and September 2017.
The main types of adjustments made centre around repayment scheduling, term extension
and interest rate reduction.

Adjustments Made to Bank Debt in Past 6 Months
(Base: All SMEs — 1,535)

Total
Type of Adjustments Made

(Base: All Who Had Adjustments Made — 47)

Sept 12 Sept 13 Sept 14 SeptlS Sept'l6  Sept ‘17

% %
3 3| - %

Payment Rescheduling - 30
47 Term Extension - 27
57

Interest Rate Reduction . 18

Capital Moratorium I 7
Interest Moratorium I 7
aC Arrears Capitalisation I 4
29
Other l 11

V A 7, Fitzpatrick »
Associi »
ECONOMI ccouthr‘?g \ > (Q.16d)

. . Sept Sept Sept Sept Sept
gzls;:. All Who Have Adjusted Bank 2013 2014 2015 2016 2017

__-
7

Adjustments

No Adjustments
Made/Don’t know

Have No
Bank Debt [ENES

Payment Rescheduling

Capital Moratorium 18 14 14 12

Term Extension 32 20 26 17 27
Interest Moratorium 12 9 11 5 7
Interest Rate Reduction 19 22 24 16 18
Arrears Capitalisation 11 14 5 9 4
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7.0 The Application Process

As noted earlier, of the total 1,535 SMEs interviewed for this wave of research, just under
one quarter have requested bank finance in the past 6 months - the same percentage as
in September 2016.

7.1 Nature of Demand

The single greatest reason given for finance requests is the need for working capital with
38% of those requesting bank finance in this period doing so for this reason. This is followed
by investment in machinery or equipment (31%) and growth & expansion requirements
(30%). Only 6% applied for bank finance in order to restructure a loan/credit - this was
5% in September 2016.

Reasons for Making Financial Request
(Base: All SMEs Seeking Finance - 352)
By Company Size
Micro Small Medium
% % %
Working capital/cash flow 39 40 35
Investment in machinery or equipment 29 34 29
New business venture/acquisition of assets/Expansion 22 34 32
Property related loan 10 7 10
Need to restructure loan/credit 7 £ =
Slow down in debtor collection/Bad debts 3 4 3
Change in business requirements as a result of Brexit 1 1 =
Other 7 6 13
N7, Fitzpatrick » 9
Y Associates .- @11)
ECONOMIC CONSULTANTS =

Micro and small companies are also more likely to require finance for working capital cash
flow purposes. Small-sized businesses are more likely to require finance for investment in
machinery or equipment, and small and medium sized companies are also more likely to
require finance for expansion.
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7.2 Formal Applications for Credit

A drop of 5 percentage points in the level of formal applications for credit was reported for
this wave compared to September 2016, with 74% of SMEs seeking finance making formal
applications.

Formal applications were highest among Micro businesses showing an increase in formal
applications (reported levels up from 70% in Sept 2016 to 78% in September 2017), with
a corresponding decline in informal applications (down from 24% in September 2016 to
17% in September 2017).

Formal Applications for Credit
(Base: All SMEs Seeking Finance - 352)

Sept '11 Sept '12 Sept 13 Sept 14 Sept 15 Sept'l6 Sept’1l7

% %

Application By Company Size

Sept | Sept | Sept @ Sept = Sept @ Sept = Sept
g1 | a2 || a3 | a4 | a5 | ‘de | a7
% % % % % % %

Micro 67 | 76 | 64 | 80 | 79 | 70 | 78

Small 74 | 76 |79 | 75 | 76 | 80 | 75

Formal*

Medium |« 65 | 82 | 76 | 75 | 81 | 8 | 71

Micro 32 | 21 | 29 | 18 20 24 | 17

Small 23 | 20 | 20 | 23 | 21 | 18 | 20

Informal

No

Medium | 33 16 | 21 21 18 | 14 | 21

Don’t know s

. I
*Formal includes ‘formal’ & ‘both’

Fitzpatrick > 9
AAssoc:ates *\ . o
[ECONOMIC CONSULTANTS g

48



‘Fltz atrlck
Associates

The main reasons cited for submitting an informal request is that the business felt there
was no need to make a formal application, as it was for a repeat loan or through a personal
relationship.

Sept
Reasons for Making an Informal mm

Application

% ) %
No need for providing formal appli_cationr\ 56% 550, 65% 320,
(e.g. repeat loan or personal relationship)
To see if it would be possible 12% 6% 5% 1%
Knew formal application would not be 6% 12% 10% 12%
successful
Time consideration 7% 3% 2% 5%
Didn’t want finance from bank in the end 0% 4% 10% 17%
Requested from Account Manager - - - 3%
Only a query - - - 10%
Accounts not up to date 1% 0% - -
Other - - - 10%
Don’t know/none 8%

The proportion of SMEs that applied for finance through one of the two pillar banks has also
remained static this period. In total, 73% applied to the main pillar banks - compared to
72% in September 2016.

Bank From Which Finance was Requested
(Base: All SMEs Seeking Finance - 352)

Sept'11 Sept'12 Sept'13 Sept'14 Sept'15 Sept'16 Sept ‘17
%

%

Main Account with Pillar Bank, and

applied to Pillar Bank 75 73

75 72

78 79

Main Account with Non Pillar Bank, and
applied to Non Pillar Bank 15
Main Account with Pillar Bank,
and applied to Non Pillar Bank 7
Main Account with Non Pillar Bank, and [ ms
applied to Pillar Bank
P (Don't know) (3) (2)

» .

ECONOMIC CONSULTANTS

16 12 14 14

T -
- I
Bl

R -
- =
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7.3 Economic Value of Credit Applications

Each business that applied for credit provided us with the monetary value of that
application. When looking at applications for new bank finance (e.g. overdraft, loan or
lease/hire purchase), the average stated amount is €137,878. This is higher than the
stated value in September 2016 of €104,680.

New Finance — Value Applied for
(Base: All SMEs Requesting New Overdraft, Loan, Invoice Discounting, Lease/Hire Purchase,
Bonds, Other — 260)*

Company Size
Total Micro Small Medium
€500,000+

€100,000-€499,999

€50,000-€99,999

€1-€49,999

Don’t know
Refused

Average Sept '17 €137,878 €112,403 €119,819 €213,729
Average Sept '16 €104,680 €63,087 €114,457 €137,108

F'tzpatrlck » .v *Caution: low base sizes
F 4 associates | \ s L

T L CONOMIC CONSULTANTS

When looking the different sizes of SME, it is notable, though perhaps unsurprising, that
medium sized companies (at €213,000) sought higher levels of new bank finance than
micro or small firms (at between €110,000 and €120,000).
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As might be expected, there are also differences between different sized companies in the
value of renewal/restructuring finance requested, with Medium-sized companies requesting
almost €80,000 more (at €260,000) than the average SME (at €180,000).

Renewal/Restructuring of Existing Finance — Value Applied for
(Base: All SMEs Requesting renewal/restructuring of existing overdraft or loan — 92)*

Total Micro Small Medium

€500,000+

€100,000-€499,999

€50,000-€99,999

€1-€49,999

Don’t know
Refused
Average Sept ‘17 €182,409 €210,968 €116,524 €260,866
Average Sept ‘16 €52,799 €11,402 €24,377 €164,146
Fi tzpatr ick » 9 *Caution: low base sizes (Qiic)
AAssoc:ates *\ o

It is also notable here, however, that micro firms’ average request for renewal or
restructuring (at €210,000) was higher than for small companies (at €115,000).
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7.4 Collateral Required for Credit Applications

Among those SMEs who applied for bank finance, 41% of firms indicated that applications
required some kind of collateral. This is a similar level to September 2016 where 46% of
applications required collateral.

The most common kinds of collateral required were buildings (10%), personal assets of
owners (9%), and land (6%), followed by machinery and equipment (5%) and accounts
receivable (4%).

Applications from small and medium companies are less likely to require collateral. The
average value of collateral required as a percentage of loan is 68%, which is higher than
the level in September 2016 at 47%. Note, the base size upon which this analysis is based
(n=155) is quite small.

What kind of Collateral Required
(Base: All SMEs Seeking Finance - 352)

Average Value of Collateral By Company Size
as percentage of Loan Value

68% % Micro Small Medium
(Base: 155 collateral used/needed) ? % % %

Buildings . 10 8 6 17

Personal assets of owner (house, etc.) . 9

14 10 2

Land l 6 9 3 .

Machinery and equipment including movables I 5 7 4 6
Accounts receivable I 4 5 3 5

Inventories | 1 - 2 2

other [ 1 13 15 12

Don't know | 1 - 1 1

7 Fitzpatrick Q 1Q.11d)
‘Assocrates \ -
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7.5 Turnaround Time on Decisions

Based on the new regulations for firms lending to SMEs, with which regulated lenders (other
than credit unions) must comply from 1 July 2016 or, in the case of credit unions, from 1
January 2017, lenders are required to inform SMEs of a decision on their loan within 15
working days of receiving all information they require from the company. Excluding pending
applications and according to the businesses themselves, findings suggest that 62% of all
finance applications are all processed within the 15 working days. This is lower than the
68% recorded in September 2016.

Application Turnaround Time — Excluding ‘Pending
(Base: All SMEs Seeking Finance, excluding ‘pending’ — 328)

Total Micro Small Medium
328 99 146 83
% % % %

Pending
Up to 3 weeks . 7 . 8 . 6 . 6 Total 7

Micro

7
Up to 4 weeks . 10 - 14 - 9 . 6 Small 9
i 5

Medium

Between 5-12 Weeks - 15 . 9 - 15 - 21

More than 12 weeks . 7

Cannotrecall/
don’t know 7 . 6 4 13

v (Q.13)

Fitzpatrick
A Associates Ve
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The average amount of time from application to decision remains the same as in September
2016, at 25 working days. It should be noted, however, that this does not differentiate
between businesses who supply all information required by the lender at the outset and
those who receive requests for further information. The proportion of loans that remain ‘still
pending’ has dropped from 9% in September 2016 to 7% in September 2017.

Approved

Less than 1 week (1-5 working days) 33
Up to 2 weeks (6-10 working days) 23 11
Up to 3 weeks (11-15 working days) 8 2
Up to 4 weeks (16-20 working days) 8 16
Between 5-12 weeks (21-60 working days) 14 22
More than 12 weeks (61+ working days) 7 5
Don’t know 6 10

Also, the larger the company, the longer the application turnaround time. The average
turnaround time for Micro companies is 21 working days, with Small-sized companies
receiving decisions within 24 working days, and Medium-sized companies waiting 31
working days on average.

Incidence of Bank requesting Additional Information from

Pending Applicants
(Base: All Pending Application — 24*)

Yes, Bank awaiting info
from applicant

No

*Caution low base size

7 Fitzpatrick . O,
4Assoc:ates » \ = (Q130)
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7.6 Decline Rate

The decline rate for all credit applications in the period to September 2017 has fallen slightly
on September 2016. The current rate of decline stands at 14% of all applications — down
from 15% in September 2016.

Some 77% of all applications were approved in full over the period - an increase when
compared to September 2016.

A further 2% state that their credit applications have been partially approved, leaving 79%
of all SMEs credit applications either fully or partially approved. Just 7% of all applications
were still pending in the period, down from 9% in September 2016.

Status Of Application At Date Of Survey
(Base: All SMEs Seeking Finance — 352)

Total Micro Small Medium
Sept SeptSept Sept Sept Sept Sept Sept SeptSept Sept Sept Sept Sept Sept SeptSept Sept Sept Sept Sept Sept SeptSept Sept Sept Sept Sept
11 12 213 114 *15 f16; “17 '11 '12 '13 '14 '15 ‘16 17 ‘11 *12 *13; '14¢ '15 ‘16 17 ‘11 *12 '13 ‘14 15 “16 “17
% % % % % % % % % % % % % % % % % % % % % % % % % % % %

Yes H
Partially I8

[ 4 |
P}
No I
Still pending BEY P¥Y
19114
== Fitzpatrick
AAssoaates

[ECONOMIC CONSULTANTS

(Q13b)

Small and Medium-sized businesses seeking finance are indicating higher levels of approval
rates. Micro companies, however, have lower approval rates, with an increase in rejection
rates from 21% in September 2016 to 23% in September 2017.

55



7 4 Fitzpatrick
Associates

ECONOMIC CONSULTANTS

Excluding pending applications, the overall decline rate stands at 15% (similar to
September 2016). In total, 85% of all applications for the period (excluding “still pending”)
have been approved in full/partially. Micro SMEs indicated the sole increase in rejection
rates (from 22% in September 2016 to 25% in September 2017).

Status Of Application At Date Of Survey — Excluding ‘Still Pending’
(Base: All SMEs Seeking Finance, excluding pending — 328)

Sept SeptSept Sept Sept Sept Sept Sept SeptSept Sept Sept Sept Sept Sept SeptSept Sept Sept Sept Sept Sept SeptSept Sept Sept Sept Sept
'11 '12 '13 '14 '15 ‘16 ‘17 11 '12 '13 '14 '15 ‘16 ‘17 '11 '12 '13 '14 '15 ‘16 ‘17 '11 '12 '13 '14 '15 ‘16 ‘17
% % % % % % % % % % % % % % % % % % % % % % % % % % % %

Yes
72173 79
88|88
[ 3 |
Partially - n
Bl e PA wn
26 24 .-.

No [\ 24 pi] 27 22 25
20

\Cyeiedll

E[ONOMIC CONSULTANTS
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Decline Rate by Product

Decline rate varies across financial type requested - which is a reflection of the differences
in application process. New overdrafts and renewal/restructuring of existing loans, in
particular, have the highest decline rates.

Total
%
New overdraft

Renewal/restructuring of
existing overdraft

New Loan

Renewal/restructuring of
existing Loan

Invoice Discounting
Leasing or Hire Purchase
Other

Yes

77
%
68

82

73

55

71
91
44

. Still
Partially ) [o) Pending
2 14 7
% % %
- 23 10
- 11 7
3 15 9
2 23 20
- 17 12
1 4 4

27 28 =

Formal Application Decline Rate

Informal applications also have a higher rate of decline than formal ones (19% versus

9%).

Total

Informal request

Formal application

Yes Partially ) [o) Peitcillilng
77 2 14 7
% % % %
76 = 19 5
78 2 9 11
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Decline Rate by Type of Credit Applied For
Refusal rates are highest for the need to cater for bad or outstanding debt (42%), and to
restructure loans/credit (22%).

. Still
Yes Partially ) [o) Pending

Total 77 2 14 7

% % % %
New business
venture/acquisition of 82 2 8 9
assets/Expansion
Working capital/cash flow 73 1 18 8
Slowdown in debtor
collection/bad debts e 2 g2
Property related loan 67 2 18 13
Investment in machinery 87 1 7 5
or equipment
Need to r_estructure 55 > 22 22
loan/credit
Change in business
requirements as a result - 47 35 19

of Brexit

Decline Rate by Export vs. Non-Export Companies
The decline rates for export businesses (17%) are also higher compared to non-export
businesses (12%).

Partially peitcillilng
% % % %
Export Business 77 - 17 5
Non Export Business 77 3 12 8
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Decline Rate by Pillar/Non-Pillar Banks
There is no difference in application success by pillar versus non-pillar banks.

Partially Pe?'ltcillilng
Total 77 2 14 7
% % % % %
PILLAR 76 0 16 7
NON PILLAR 76 2 16 7

Decline Rate by Sector
By sector, the highest level of decline rate is amongst the Business Services (21%) and
Hotels and Restaurants (18%) sectors.

Yes Partially No Still Pending

Total 77 2 14 7
% % % % %
Manufacturing 85 - 10 5
Construction 78 - 13 10
Wholesale 78 2 13 7
Hotels & Restaurants 68 - 18 14
Business Services 74 1 21 4
Other 81 7 7

Decline Rate Linked To Company Trading Performance.

We continue to see a strong relationship between decline rate and company performance.
Those companies with increased turnover or profitability, in particular, are more likely to
be approved for bank finance.

Partially Peitcillilng
Total 77 2 14 7
% % % %
Increased 79 1 13
Decreased 76 1 15
Remained the same 74 3 14 9
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Interestingly, companies that achieved break-even in the most recent year had a higher

decline rate (21%) than those that made a loss (16%).

Sstill

Partially

Yes

Pending

Total

%

Made a profit
Broke even

Made a loss

77
%
81
65
71

14
%
11
21
16

7
%
5
13
10

The average interest rate on approved new credit provided by banks is claimed to be 5.45%.
This compares to 5.24% in September 2016 with 44% of businesses not sure exactly what
rate they are being charged.

7.7 Criteria,
Applications

Conditions and Interest Rates Attached to Approved

Of those applicants for whom conditions were applied, the most common conditions were
personal guarantees, the provision of regular management accounts and/or a facility fee.

Personal guarantee

Requirementto provide regular management
accounts/debtors + creditors’ listings to the bank

Sept ‘17

Facility Fee
Security fee

Sept
‘16

%

Conditions attached to approved/partially approved applications

(Base: All who had criteria/conditions attached to finance — 159)

Sept
S

%

47

49

22

.12

19

18

Sept
'14 13 1172

Sept | Sept

% % %

38 | 50 | 41
58 | 54 | 57
23| 28 20 |
- A I 1 ] 7.
Zi1glisl
14 | 28 | 21
6 9 9
2 [ s | 7]
302 1

Fitzpatrick
A Associates
[ECONOMIC CONSULTANTS

(Q.14a2)

Roinn Airgeadais
Department of Finance
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7.8 Reasons for Decline

The main stated reasons for credit decline also remain centred on applicant controlled
factors — with a mix of such factors prevalent.

Reason for Decline

Sept ‘14 Sept ‘15 Sept ‘16 Sept ‘17

% % % %o
Applicant Controlled 42 43 52 64
Inadeguate repayment 13 17 16 15
capacity
Account performance/history 16 14 24 20
EX|st|_ng debt burden already 8 10 15 17
too high
.Inadequgte hlsto_rlc 5 3 5 14
information provided
Deterioration in
business financial 12 5 14 6
performance
Bank Controlled 32 32 27 14
Chgnge in bank lending 11 18 12 2
policy
No longer a sector to which
the bank is prepared to lend 10 6 10 8
Chz?mge in bank pricing 3 5 0 n/a
policy
Inadgquate/lnsufﬂaent 3 9 10 n/a
security
No longer a type of
business to which the 8 5 9 n/a
bank is prepared to lend
Requested facility was
sanctioned at lower 2 5 7 7
level/different structure
Other 8 7 25 25
No reason given/none 24 26 19 12

Bank controlled reasons for credit decline dropped to just 14% in September 2017,
compared to 27%-32% between September 2014 and September 2016.
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7.9 SME Opinions on Reasons for Decline

59% of those SMEs that have been declined bank finance disagree with the reasons given
for their refusal. This represents a noticeable decline from 86% in September 2016.

Also, 20% of SMEs that have been declined bank finance fully agree with the reasons for
their refusal, an increase from 9% in September 2016.

Agreement With Bank Decision To Refuse Credit

(Base: Not Successful and reason given — 46%*)

Sept'11 Sept'12 Sept'13 Sept'14 Sept'15 Sept'16 Sept’17

% % %
Agree...

Tosomeextent = =

21

HI )
[
H.

No 78 78 73

*Caution low base sizes

Fi itzpatr ick ) (Q14c)
_!Assoc:ates ) o
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7.10 The Right to an Internal Bank Review

A slight improvement was registered amongst those applicants (who were refused credit)
that were informed of their right to an internal review on the decision to refuse credit. In
September 2016, 47% of all SMEs refused credit claimed they were informed of the right
to an internal review, but this had increased to 49% of all SMEs refused credit in September
2017.

Informed Of Right To An Internal Review
(Base: All SMEs Refused Credit— 48*)

Sept 14 Sept 15

Don’t know

*Caution low base sizes

F' itzpatrick
Assocrates

ECONOMIC CONSULTANTS

(Q14d)

2 8

In both September 2016 and September 2017, stated provision of information regarding
right to review was well above the level recorded in September 2014 and September 2015.
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7.11 Credit Review Office

Excluding “don’t knows”, 64% of those applicants that applied for credit from the main
banks said they were informed of their right to a decision review by the Credit Review
Office.

Main Banks — Informed Of Right To Review By Credit Review Office

(Base: All SMEs Requesting finance with AIB, BOI, Ulster Bank, PTSB — 296)

Company Size

Small Medium

No

Don’t know

(Q14e)

v Fitzpatrick » 9
‘:’A Associates e

ECONOMIC CONSULTANTS

Note: the question changed this wave to include customers of both Ulster Bank and PTSB
along with the two pillar banks - AIB and Bank of Ireland.
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7.12 Drawdown of Approved Facilities

60% of SMEs whose applications were approved have availed fully of the given credit
facilities — this is similar to the levels in September 2016. An additional 15% partially availed
of the credit facilities, while 24% have not availed of the facilities so far - compared to 25%
in September 2016.

Availed Of Facility To Date
(Base: All Successful/Partially Successful In Application — 280)
Totdl Company Size
Sept’14 Sept‘l5 Sept‘l6 Sept‘17 Micro Small Medium
% % % % % % %
Yes,
| have availed of all of the 67
facility
21
15 14
Yes, 16 18 13
I have availed of part of the
facility 31
No, 18 16
1 have not availed of the facility
F' itzpatrick » 0,
Assoc:ates » \ = (a16)
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8.0 Non-Banking Finance

8.1 Enquiries for Non-Bank Finance

The number of SMEs making enquiries for non-bank finance has been steadily decreasing
since September 2012, and now stands at just 7% in September 2017.

Enquiries for Non-Bank Finance in the Past 6 Months
(Base: All SMEs — 1,535)

Total

Sept’1l  Sept'12 Sept'l3 Sept'l4 Sept'l5 Sept'l6  Sept ‘17 Micro

% % % % % % % Small

7
7
Yes n n n n Medium 6
Non-Bank Finances Requested B
Other government financial support (specify) _ 3
Loans/Equity from Family or friends _ 2
Venture Capital Finance - 1
o 87 88 92 93 Business Angel or Investor Finance - 1
Loans/Equity from business partners - 1
Crowd funding/Peer-to-Peer lending 0
Non-bank invoice finance related facilities Q
Non-bank asset finance related facilities 0
Credit Guarantee Scheme  (Q
Microfinance Loan Fund 0

Other non-bank finance - g i

NB: 0 representslessthan 1%
W 7 Fitzpatrick )
Associates
ECONOMICCONSULTANTS (Q.17b)

Crowd funding/peer to peer lending has not risen above the 1% point level it showed at in
September 2014. In this latest wave, the figure is below 1% with six respondents
mentioning it. When these six respondents were subsequently asked if they were successful
in obtaining finance through crowd funding/peer to peer lending, four reported they had
been successful, one partially successful and one unsuccessful.

66



‘FItZ atrlck
Associates

8.2 Decisions Made on Non-Bank Finance Applications

In total, 60% of all non-bank finance enquiries were successful, with an additional 6%
partially successful. This is an increase from September 2016, where 60% of applications
were fully or partially successful.

The decline rate was 11% - down from 15% in September 2016. A similar level of “still
pending” applications exist year-on-year. Overall, successful applications for bank finance
are significantly higher than for non-bank finance applications.

Success In Obtaining Non-Bank Finance
(Base: All Application for Non-Bank Finance —144)

Sept’16 Sept ‘17

%

Partially 13

Still pending

Fitzpatrick
_4 Associates \ @18)
[ECONOMIC CONSULTANTS

67



‘Fltz patrick
Associates

ECONOMIC CONSULTANTS

8.3 Reasons for Not Applying for Government Financial Support

The main reasons given for not applying for Government financial support were a lack of
need for such finance (68%) and a lack of knowledge of such funding (10%).

Reason for Not Applying for

‘14 ‘1 ‘1 ‘17
Government Financial Support Sept Sept'15 Sept'16 Sept

Don’t need this type of financing 66 64 69 68

Lack of knowledge 24 18 11 10

I don't believe this source is relevant for

. 12 15 4 9
my business or sector
Already have this type of financing in 1 5 5 1
place so do not need more
Application process too difficult 2 3 2 1
Don't want to lose control of business 5 2 2 1
Previously rejected for this type of
i 1 2 1 1
finance
Costs/fees are too high 1 1 1 1
Terms and conditions too onerous 1 1 1 1
Used in past but not currently relevant 0 1 1 1
Didn't think we would get it 1 1 - -

Noticeably, the humber of SMEs indicating a lack of knowledge of Government supports is
lower than the rates recorded in September 2014 (24%) and September 2015 (18%).
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8.4 Awareness of State Funded Support

Awareness of State funded support is highest for Enterprise Ireland (87%) followed by Local
Enterprise Offices (74%). 49% of SMEs are aware of the Credit Guarantee Scheme (which
is an increase from 40% in September 2016), and 50% are aware of the Credit Review
Office (CRO) (A different question was previously used for CRO awareness). 39% are aware
of the Micro Finance Loan Fund scheme (32% in September 2016), while awareness of the
supporting SMEs Online Tool stands at 31% (slightly higher versus 29% in September
2016). Awareness of the Strategic Banking Corporation of Ireland (SBCI) stands at 29%
(higher than the 21% in September 2016).

Awareness Of Government Support Initiatives
(Base: All SMEs — 1,535)

By Company Size

Micro Small Medium
S 611 600 324
Sept
2016 % % % %

n/a The credit Review Office (Cro) | | | | T s 42 54 58
40 Credit Guarantee Scheme _ 38 51 62
32 Microfinance Loan Fund Scheme/Microfinance Ireland _ 33 41 46
29 Supporting SMEs Online Tool _ 26 32 38
21 Strategic Banking Corporation of Ireland (SBCI) _ 20 30 42
o Other government support I 2 2 > >

10
Nene - 2 12 8 8

N\~ Fitzpatrick » 9 (@170)
\3 _4Associates S .
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28% of SMEs agree that they have a good knowledge of state funded supports available -
on a par with the 29% during the same period last year. There continues to be a strong
interest in state support, with 71% of all SMEs agreeing that they would like to see more

information on how businesses should apply for state funded support. These are similar
levels to 2016.

Attitudes Towards State Funded Support

| have a good knowledge of state funded support available
(Base: All SMEs — 1,535)

TOTAL Micro Small Medium
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
13 '14 15 16 17 13 14 15 '16 17 13 14 15 '16 17 13 14 15 16 17

%

Agree strongly [l

Agree slightly

Neither

Disagree slightly [PAS
g ghtly 21

33
Disagree strongly P4:] 28 § 24 27 24

24

|3 | = [ % FEicl
o

=
(%]

(Q19ai)

Fitzpatrick
i: "A Associates

ECONOMIC CONSULTANTS
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Attitudes Towards State Funded Support
There should be more info available on how businesses can get state funded support
(Base: All SMEs — 1,535)

TOTAL Micro Small Medium
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept
13 ‘14 '15 16 ‘17 '13 '14  '15 16 ‘17 '3 '14 '15 '16 ‘17 13 14 '15 16 ‘17

%

% % %

% % % %

% %

Agree strongly

Agree slightly|

Neither [ 1[5 25

Disagree slightly i3

ES T T N -
ol 0 DR &
|

S <
|

Disagree strongly i)

Fitzpatrick
W Associates

[ECONOMIC CONSULTANTS

(Q19aii)
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8.5 Financing the Business

Internal funds/retained earnings continue to be the main financial source of working capital,
with 81% of working capital coming from this source. This is an increase of eight percentage
points on September 2016.

How Are Working Capital Financed?
(Base: All SMEs — 1,535)

Year By Company Size - Sept 2017

Sept '16 ‘Sept 17 Micro Small Medium
% % % % %
Internal funds/Retained earnings 73 81 80 81 84
Purchases on credit from suppliers 7 7 9 8 5
Advances from customers 2 2 4 2 0
Borrowed from banks 5 5 4 5 8
Borrowed from non-bar)k fi_nar_1cia| 1 0 0 0 0
institutions
Owners’ contribution 6 2 3 2 2
Other (informal lenders, friends, relatives,
etc) 5 1 1 1 1

7 Fitzpatrick s 0
Q; 4 associates B \' b e

T CONOMIC CONSULTANTS
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W Fitzpatrick

Internal funds/retained earnings are the main source of finance for fixed assets acquisitions
(defined in September 2017 specifically as Buildings and Construction, and other Fixed
Assets), followed by leasing or hire purchase, and borrowings from banks.

Base:

Internal financing/retained
earnings

Leasing or hire purchase
Borrowed from banks
Owner'’s contribution

On supplier credit
External equity

Other

Don't know/refused

Any Building

Construction

or Other
Fixed Assets

609
%

76

11
11

N 0 =

Buildings
and
Construction

236

%
71

W 00 O = U

Other
Fixed
Assets

523
%

74

N N, DN
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9.0 SME Awareness of Credit Supports

9.1 The Perception of Banks Lending to Irish SMEs

15% of SMES believe that banks are not lending to the SME sector - this is a decline
compared to what was recorded in September 2016. The proportion of SMEs that are not
sure if the banks are lending stands at 28% - on a par with 29% in September 2016. 41%
believe banks are only lending to a small number of SMEs, while 16% believe banks are
lending to a large number of SMEs (up from 7% in September 2016).

Perception of Banks Currently Lending to Irish SMEs
(Base: All SMEs — 1,535)

Sept '12 Sept '13 Sept '14 Sept '15 Sept '16 Sept ‘17
% % % % % %

By Company Size — Sept 2017

Yes to a large number of SMEs e s Em Micro Small Medium
% % %
Yes to a small number of SMEs
11 16 23
38 45 40
No, not lending to SMEs . 19 14 9
31 25 28
- L_ aaE

F tzpatrlck » (@.19)
Assoc:ates »
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9.2 Reasons for View on Bank Lending

Of those SMEs that suggest that banks are not lending or only lending to a small number
of companies, 36% claim this is based on personal experience - up from 26% in September
2016. Others hold their opinions based on business organisations, media reports or peers.

SMEs in Last 6 Months

Total
Sept'16 Sept'i7

% %

The experience of your business
in the last 6 months (i.e. from
April 2017 - September 2017)
of applying for credit and either
being rejected or being partially
rejected

The experience of your business
peers in the last 6 months (i.e.
April 2017 — September 2017)

of applying for credit and either

being rejected or being partially
rejected

Media reports on SME lending in
the last 6 months (i.e. from April
— September 2017)

St tsby b
representatlve organisationsin
the last six months (i.e. from
April - September 2017)

%

Micro
Sept'16 Sept'17

%

26

[

Reasons for Views as to Whether Banks have been Lending to Irish

(Base: All who feel banks not lending or just to a small number — 952/869)

Company Size

Small Medium
Sept'16 Sept'1l7 Sept'16 Sept'17

% % % %

37

2

25 27

w

F' itzpatrick
Assoc:ates
ECONOMIC CONSULTANTS

(Q19a)
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Appendix: The SME Credit Demand Survey Questionnaire
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DEPARTMENT OF FINANCE SME CREDIT DEMAND SURVEY QUESTIONNAIRE

24th November 2017
Good morning/afternoon/evening. My name is ..........coeucuu.e. from Behaviour & Attitudes, the independent
Irish market research agency. We are conducting a survey on behalf of the Department of Finance. Please
may | speak to the person with primary responsibility for financial matters in your business? Verify right

person.

Q.1 Can | just confirm that you are the person who has primary responsibility for
financial matters in your business?
Y S ettt ettt ettt sttt et at e e aeeesares 1 CONTINUE
N O ettt e e e 2

We are conducting a survey on bank lending to SMEs on behalf of the Department of Finance. This survey has
been conducted on a number of occasions and the Department has published the results. We may also be
conducting this research again over the coming months. All information that we collect will be kept in the
strictest confidence and results will be reported at a merged level only. It will not be possible to identify any
particular individual or business in the results and no information will be provided to the Department of
Finance or any bank that could identify you or your company.

SECTION 1 - COMPANY INFORMATION

Q.1a For this survey we need to talk to businesses of different sizes and in different industry sectors. Can

you confirm that your business operates in (sector)?
Y S ittt e et e e e et e e e aeerar e aaaes 1
N ettt ettt et b ene s 2 IF ‘NO’ at Q.1a ASK

NOTE, ALL QUESTIONS IN THE SURVEY REFER TO THIS SPECIFIC BUSINESS, WHICH IS REFERRED TO
THROUGHOUT AS ‘YOUR BUSINESS’, FOR EASE OF ADMINISTRATION
INDUSTRY SECTOR Q.1b ASK Q.1b IF NO AT Q.1a
Q.1b  What industry sector do you operate in? PROBE TO PRECODES — SINGLE CODE
CHECK QUOTAS
Agriculture & forestry & fishing 1
Manufacturing - Processing & Food from agricultural activities + manufacturing of 2
food from non agricultural activities (tobacco and beverages)
Manufacturing - High Tech (including pharmaceutical, electronic, electrical
equipment etc
Manufacturing - All other manufacturing. 4
Construction - General construction (including general building & civil engineering). | 5
Construction - All other construction activities (excluding speculative activities). 6
Wholesale 7
8
9

w

Retail Trade & Repairs (non motor)
Retail Trade & Repairs (motor only)

Hotels & restaurants 10
Transport, storage & communications 11
Financial & Insurance Activities 12
Real estate activities (excluding speculative activities) 13
Professional, scientific & technical 14
Administrative & Support Service Activities 15
Human Health & Social Work Activities 16
Other 17 CLOSE
ASK ALL
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Including yourself, how many people are currently employed in your business? INTERVIEWERS
PLEASE NOTE THAT THIS INCLUDES FULL AND PART TIME EMPLOYEES BUT SHOULD ONLY
REFER TO THE Full Time Equivalent (FTE) number of EMPLOYEES.

SCRIPTER: ALLOW DON'T KNOW

SCRIPTER: MIN-MAX 1-249, IF MORE THAN 250 ECLOSE

ONLY FOR QUOTA CONTROL, NOT PART OF SCRIPT

1 (self-employed) 1

2-4 2 MICRO:

5.9 3 CHECK QUOTAS
10-20 4 SMALL:

21 —49 5 CHECK QUOTAS
50-100 6 MEDIUM:

101 —-249 7 CHECK QUOTAS
250+ 8 CLOSE
Refused/ don’t know 9

What was your business’ turnover for the 12 month period October 2016 to September 2017 as per
the following bands?
READ OUT - SINGLE CODE

UP tO€50,000 ...cooiiieieieeeieeeee 1
€50,001 - €100,000 ...ceevvveneeereeiiiiieee e eeerrre e e e e e eeeaa 2
€100,001 - €500,000....cccccieieieeieiiriiiiieieeiieeeieeeee e 3
€500,001 - €1M coiiiiiiiieeeeccceccee s 4
€1,000,001 - €2M cooiiiiiiiiii 5
€2,000,001 -€5mM coiiiiiiiii 6
€5,000,001 - €10M.ciiiiiiiiiiiiiirereieieierereiererererer—————————. 7
€10,000,001 - €20M .ceeeeiiiiiiiiiieieieeeeeeeeeeeeeeeeeee e 8
€20,000,001 - €50M .ccooeieiiiiiiiieieieeeeee e 9

£.315 0] 0 T N 10 CLOSE
Refused/don't know (DNRO) .......ccceeeeveeerieeieeiieeciee e 99 GO TO Q.2b

ASK Q.2b FOR ALL REFUSED/ DON’T KNOW AT Q2.a

Q.2b

Q.2c

For this survey we need to ensure we are interviewing companies with a turnover of less than
€50million. Can you clarify whether your turnover is within the following bands.
READ OUT - SINGLE CODE

Lessthan or equal to €2m .....coociiiiiiiiiiiceeeee e 1
Between €2,000,001m and €10M......cccevvverreeeeereeeeeeeeeeereeeeeenes 2
Between €10,000,001m and €50millioN.........cceevevevevvveveeeeennns 3
Above €50MIllION......cccciie e 4 CLOSE
Refused/don’t KNow (DNRO) .........ccovvevuveeveeenireecreeeree e 5 CLOSE

Does your company export any goods or services outside the Republic of Ireland?

Yes 1
No 2-GOT0AQ.3
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ASK IF EXPORT (CODE 1 IN Q2(c)

Q.2d For the past 12 months, What percentage of your export sales go to the following destinations? READ
OUT DESTINATIONS.
INTERVIEWER: IF RESPONDENT IS UNSURE, ASK FOR HIS/HER BEST ESTIMATE SCRIPTER:
ALLOW DON'T KNOW, MIN-MAX 1-100
% of total sales
Northern Ireland........oeeveeeiiiinii e %
Great Britain (i.e. excluding Northern Ireland)........cccoooeveeviee e, %
EU/EUTOZONE. ..eveecveeetiecteeteeeveesteescveeseeeeveesass et et ses e e ssssns steneaeesrensensons %
Other EUropean COUNTIY......ccoieiieeeeceeetiercese ettt eaee e s sesesaerens %
UNITEA STAtES...oviiiieee vttt sttt et sttt s aes e sae st e s %
(013 V=T OO OO OO RO %
ASK ALL
Q.3 How many years has your business been in operation?
Years (MIN-MAX 0-999)
Q.3a Does your business perform any of the followingtasks?
READ OUT - MULTI CODE
Maintain regular management acCouNtS........ccceveerriienierneeeneennennn 1
Maintain an existing business plan .........cccceeviiinienniiiniennieeieeen 2
Estimate cashflow requirements for the coming months................... 3
None of these (DNRO) ...ccceeeeeeieiiiieieeeessees e sesesesesssssessseeseeessssssssssnnns 4
Q4 We would now like to ask you some information on the ownership of the business. Is your firm:
READ OUT
AN Trish-0WNEd firM .co.eeiiiec e e 1
A NON-Irish-0WNEed fIrM ..oiiiiiiice e e 2
(0] 1 o 1T S O P PO PRSP UU PP PP PP 3
Q.5 For the 6 month period from April — September 2017, has the turnover of your business increased,
decreased or stayed the same compared to the previous 6 month period?
SINGLE CODE
[ Yo =T TY=1c ISR 1 GO TO Q.5a
D I=Tol g =T= 1Y =Lc TR 2 GO TO Q.5b
Remained the Same ......covveeiiieriiiieee e 3 GO TO Q.5¢
Q.6 For the 6 month period from April — September 2017, has your company madea profit,

broke even, or made aloss?

READ OUT - SINGLE CODE

Made @ Profit. .cceeeeceeeeiee e 1
BroKE& BVEN ...ooeiieeeee ettt 2
YT I T (o T PSRN 3
REFUSEA oot e 4
NOT SUFE (DNRO) c.ceeieiiieeeeee ettt e e 5
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For the 6 month period from April — September 2017 has your number of staff
increased, decreased or stayed the same?

SINGLE CODE

INCIEASEA ...ttt e e e e e eaes 1 GO TO Q.6a
DECIEASEM ....vvvveeiieeiieieiireeee et e et e e 2 GO TO Q.6b
Remained the SAME ......uuveeveveiiriiiiiiiirieierirererererererereeeaee ... 3G0TOAQ.7
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SECTION 2 — FINANCING YOUR BUSINESS
ASK ALL
Q.7 For the 6 month period from April — September 2017, have you sought professional advice

regarding your financing requirements? By professional advice we are referringto advice
from auditors, accountants or professional financial advisors.

SINGLE CODE
Y S ettt et et ea e aaaaaaaans 1
[N Lo PP 2

Q.7a For the 6 month period from April — September 2017 has the average number of days
within which you pay your suppliers increased, decreased or stayed the same?

SINGLE CODE

LYol =T Y=L [N 1
[DT<Yol g=F: =T [ 2
Remained the same.......coooveeiiiiiiiiiiie e, 3
[DT0) 00 o (3 o )T N 4

Q.7b For the 6 month period from April — September 2017, has the average number of days
within which your customers pay you increased, decreased or stayed thesame?

SINGLE CODE

INCIEASE..ccii i ettt e e e e e e e e e aarreee s 1
DECIEASEM. ... ettt ettt e e e serrr e e e e e e e anraeee s 2
Remained the SAME........uuuueuriereriiiiiiiieiirireiereerererereeea—.. 3
DON'T KNOW ...ttt e e e e anraee s 4

Q.7c For the 6 month period from April — September 2017, have you missed any repayments on the
following? READ OUT.

Yes No Don’t know
Bank loans 1 2 0
Other business loans 1 2 0
Personal loans while use the business as collateral 1 2 0
Other personal loans such as mortgages or buy-to-let loans 1 2 0

81



Associates

ECONOMIC CONSULTANTS

"')7‘ Fitzpatrick

ASK ALL WHO ANSWER YES IN Q.7C, I.LE. HAVE MISSED ANY REPAYMENTS ON LOANS
Q.7d  Which of the following best describe how you have dealt with these missed repayments?

READ OUT FOR ALL ABOVE
We have re-structured the loans with the creditor 1
We have paid the balance without any need for re-structuring 2
The balance is still outstanding without any re-structuring 3
Other, please specify: (DO NOT READ OUT) 4
ASK ALL
Q.8 With what bank is your main business account?
SINGLE CODE
AUB ittt e e be e s b e s bt e s be e saee s baeereenane 1
Bank of Ir€land .........ooviiiiieiiiiiiec e 3
UISTEI BANK 1.vvveieiieiieciie ettt ettt et st sbe s ssaee st e e svaesbaesneesans 6
Permanent TSB ..o e 7

Other financial institution (specify)

Q.8a  For how many years have you been a customer of this bank?

years (MIN-MAX 0-999, ALLOW REFUSAL/NOT SURE)

Q.9 Inthe 6 month period from April — September 2017, did you request from any bank, any of
the following types of finance? It does not matter if you were successful or not.

READ OUT - MULTICODE

NEW OVEIAraft ..eeei i e et e e e e e e aaens 1
Renewal/restructuring of existing overdraft. .......c..cccooveevvevreeveieeeereennens 2
NEW LO@N ..ttt 3
Renewal/restructuring of existing LOan .........ccveevveeiieeeiveeireeereesreeeneens 4
INVOICE DISCOUNTING ceiiiiiiiiiiiiiiiiiiiiiicceeececeeceeeeeeeeee e e e e s e e e eeeees 5
Leasing or Hire PUIChase .......cccuuiiiiiiii ettt 6
Other (specify) e ——— 7
NONE ittt e e e e e e e e r e e e e e e s 8

INTERVIEWERS: IF MORE THAN ONE REQUEST FOR ONE PARTICULAR TYPE OF FINANCE, ASK ABOUT
MOST RECENT.

ASK Q.9a FOR ALL WHO ANSWERED ‘NONE’ AT Q.9

Q9a Why did you not apply for bank finance in the six month period from April — September 2017?
MULTICODE, PROBE FULLY, DO NOT READ OUT.

[DITe [ I A T=T=Tc [N PR URRTRR 1-ASK Q.9b
Existing finance product in place........coocciiiiieiiicicee e, 2
Prefer NOt t0 DOITOW .....coviiiiiiiiiicccc e 3
Not the right time given the economic climate.......ccccccoovcciiiieeiiinicciinnee.n. 4
Inability to repay/meet requirements of finance.........cccceeevveeveeceeccnveennee. 5
Use/raise personal funds when needed.........cc.cccovveviviiiieccii e, 6
GOING OUL OF DUSINESS ittt e e et e e e 7
Raise finance from grants........cccuvveeiee i 8
TOO eXPENSIVE 10 DOITOW......euiiiiiieei ettt 9
Raise finances from investors/venture capital. .......cccceeevveeeveeveeeceeeceeenee. 10
Belief that banks are Not 1ENAING.......ccccuvviveieiiie e 11
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POSSIDIE FEJECLION ...t 12
Have been turned down Defore .......ccocvevviiiiiiiiiiiiieci e 13
Application process too difficult..........cccovueeriiiniiiiiiii e 14
Dot trust the DANKS. .......eviiiiie e 15
Too many terms and coNditioNS.......ccccueerieeriiiinieiniie e 16
Banks take too long to make decisSion ........ccceeevcuieeieiiee e e 17
Existing debt burden already too high.........cccceeiiiiiiiiiiiiee 18
Other, please specify: 19

IF “DIDN’T NEED IT” (1) TO Q9A., PLEASE ASK

Q.9b. Why did you not need finance? READ OUT
- Had sufficient internal funds
Current lines of credit are sufficient
- Prefer to use internal finance®
- My business generates sufficient revenue
- Other specify ( ..ceevevecevennns )

U b WN -

Q.10 OF MOST RECENT FINANCE REQUEST AT Q.9

Q.10 From which bank did you request (FROM Q.9)?
SINGLE CODE
Y |- 2SR 1
Bank of Ir€land ...........uuvvieeiiiieeeee e 3
UISTEI BANK c.veveeiiieiiiieeiee sttt sttt e st sia e st saaeeaee s 6
Permanent TSB ... 7
Other financial institution (specify)___ ... 12

Q.11 I’'m now going to ask you about your (FROM Q.9) request. Which, if any,

of these, were reasons for making your (FROM Q.9) request?

READ OUT — MULTICODE
New business venture/acquisition of assets/EXpansion ............ccccueeun..e. 1
Working capital/cash floOW .......cocuvieueiiiiiiciie e 2
Slow-down in debtor collection/bad debts ........ccccuvrviveeeiiiiieeiiiee e, 3
Property related 10an ........ooeeviiiiiciiee e 4
Investment in machinery or equipment... .....cccoooeeciiiiee e 5
Need to restructure [0an/credit.......oooveieieeeeiiiceeee e 6
Change in business requirements as a result of Brexit.........cccccceeveeeenneen. 8

Other (specify) 9

Q.11a In what month did you apply for (FROM Q.9)?

SINGLE CODE

PN o1 0 USSR UUPURN 1
1Y 1A 0 2
JUNE 2007t s 3
JUIY 2007 ettt r e e e e e e ar e e s 4
F =0 1) A0 0 PP PPPPPPPPPRE 5
Y=Y o 0= 0] oY1 A0 1 R 6
Cannot recall/don’t KNOW........ooveeveriieeiieieeirieee et ee e s e e e s 7
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ASK Q.11b FOR ALL WHO ANSWERED CODES 1, 3,5,6,7,10 @ Q.9

Q.11b

Q.11c

What was the value of the (FROM Q.9) for which you applied?
OPEN END: INSERT AMOUNT

[D70Y 018 (g o 1T 8
L=y (U ET =T [ 9

ASK Q.11c FOR ALL WHO ANSWERED CODES2 OR4 @ Q.9
What was the additional value of the (FROM Q.9) for which you applied?

OPEN END: INSERT AMOUNT

Q.11d

INTERVIEWERS PLEASE INSERT ZERO WHERE RESPONDENT HAS NOT RECEIVED ANY
ADDITIONAL FUNDS, BUT HAS RESTRUCTURED THEIR EXISITING LOAN OR OVERDRAFT
INSTEAD.

DON"E KNOW .ttt sttt ettt s st b e nne e e 8
REFUSE .. e e e e e 9
Thinking of your application for , what kind of collateral (e.g. land, buildings,

machinery, your home, etc.) was required, if any? Probe fully: What other collateral? Any
other collateral?
MULTIPLE ANSWER ALLOWED

1] o o [P TP PP PPPTOPROP
Buildings

Machinery and equipment including movables .........c.cccccueen.e. 3
AcCcoUNtS receiVable .......eceiviiiiiiec e 4
INVENEOTMIES eeeiiiiiieiiitee et 5
Personal assets of owner (house, etc.).....cccccveeeecieeeecieeeeninennn. 6
Other (specify) 7
NN et e e et e e e e e s e e e e s 8

ASK Q.11e if any collateral in Q.11d (NOT CODE 8 AT Q.11d)

Q.11e

Q.12

What was the approximate value of the collateral required as a percentage ofthe loan
value? INTERVIEWER: IF RESPONDENT IS UNSURE, ASK FOR HIS/HER BEST ESTIMATE.

% (MIN-MAX 0-100, ALLOW REFUSAL/NOT SURE)

Did you make a formal request, an informal request or both, when applying for ?
(FROM Q.9)

SINGLE CODE

INFOIMAl FEQUEST ..ot e et e e rea e e e snraeeeenreeeennns 1GOTO Q.12a
Formal application (i.e. filling out formal application form which is assessed internally

by the bank or signing a formal document which the bank preparedfor you).................... 2

2] ] 4 H P PP ST P TP PPPOPPR 3

(0] 4o [T o 1=Ye 1 Y I R 4
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ASK ALL CODE 1 ‘INFORMAL REQUEST' AT Q.12
Q.12a What were the reasons for not making a formal application?
OPEN END: PROBE FULLY

Q.13  From the date of application, how long did it take the bank to process your
(FROM Q.9) request and give a final answer?

SINGLE CODE

Less than one WEEK ......c.uvveviiei e 1

UP L0 2 WEEKS ...eveeeiiie ettt 2

UP L0 3 WEEKS ...vviieiiie ettt e 3

UP t0 4 WEEKS ...eeiiiieiieerteeetee sttt 4

Between 5 — 12 WEEKS.....cccceeiciiieee ettt e e 5

More than 12 WEEKS.......eoiieeeiiiiiieeee e 6

StIll PENAING c.eeei e e 7GOTOQ.13A
Cannot recall/don't KNOW........ooveevevieeeiieieiieieeeeeeeeeeeveeeee e 9

IF STILL PENDING CODE 7 AT Q.13
Q.13a Has your bank asked you for additional information which you havenot yet supplied e.g.
accounts etc.?

=T TP 1GOTOQ.16B
N 1ttt e st et sae e ba e e s aee et 2 GOTOQ.16B
DON'T KNOW...uiiiiitiitiiee ettt ettt e sse e saesae ser e saesnnaen 3GO0TOQ.16B
Q.13bWere you successful in your (FROM Q.9) request?

SINGLE CODE

R T OSSR TRR 1GOTOQ14.a2
N ettt ettt s be e st e s ae e aae e abaesares 2GO0TOQ14.b
Partially ...eeeeeeee e e 3GO0TOQ14.a1

ASK Q.14a1 IF PARTIALLY SUCCESSFUL - CODE 3 AT Q.13b
Q. 14a1 What % of your application was partially approved?

> 70% of the value applied for .......ccccvvveeriieiiienieeeeeeee, 1GOTOQ14.a2
< 70% of the value applied for ......ccccccveviieeeecieeeceee e, 2G0TOQ14.a2
DON"t KNOW..coutiiiiiiiiiesiteenittesiee sttt ettt s 3 GOTO Q14.a2

ASK Q.14a2 TO ALL SUCCESSFUL (CODE 1 AT Q.14) OR PARTIALLY (CODE 3 AT Q.13b) AND >70%
(CODE 1 AT Q.14A1) SUCCESSFUL IN APPLICATION AT Q14
Q.14a2 Were any of the following criteria/conditions attached to your (FROM Q.9)

request?
READ OUT - MULTICODE
Requirement to provide regular management accounts/debtors + creditors’ listings to the
DANK ettt e et st e bttt e be st e s sttt ea st neaea bt et et st senaent e 1
PErsONal GUAIANTEE......ceiieiiee e ceeee ettt e e e e st e e e te e e s enta e e ente e e ennteeeennneaeeen oe 3
Y oL=Tol 1 Tl ol U1 1 4 U UUUPPN 4
FACHlILY OF SECUIILY .ooivece et ettt ettt et r et et bbb a et s et e st et e s sesea s e seennen 5
Requirement to maintain account With bank..........c.cveveieieicece e 8
Additional COIATEIAl......covuiiiiiiiiee et 10
Requirement for borrower to put Up Cash.....ccuiiiieeiie i 11
Other (SPECIH Y) e e 13
[N o J TS O O T PO U SRR UUTORUPOTOPPORPPRRRPUPIN 14
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ASK Q.14a3 TO ALL SUCCESSFUL / PARTIALLY SUCCESSFUL IN APPLICATION AT Q13b (CODE 1/ 3

AT Q.14)

Q.14a3 What is the average interest rate attached to your (FROM Q.9) request?
INTERVIEWER: IF RESPONDENT IS UNSURE, ASK FOR HIS/HER BEST ESTIMATE.

% (MIN-MAX 0-99, ALLOW REFUSAL/NOT SURE)

ASK Q.14B TO ALL UNSUCCESSFUL IN APPLICATION (CODE 2 AT Q.13b) OR PARTIALLY < 70% (CODE 2
AT Q.14A1) IN APPLICATION
Q.14b Were any of the following reasons given by the bank for turning down your

(FROM Q.9) request?

READ OUT - MULTICODE

Inadequate repaymMeENt CAPACITY...ccccuiiriiiriieiieeie ettt et s 1
Account performance/history or inadequate historic information provided ...........c........... 2
Deterioration in business financial performance ..........ccccvveeiciii e 4
Change in bank lending or pricing POlCY .....cccveiiiiiiiiecie e e 5
The sector or business you operate is one which the bank is not preparedto lend............ 7
Requested facility was sanctioned at lower level/different structure tothat requested 9
Existing debt burden already to0 high.........cooviiiiiiiii e, 10
Inadequate/insufficient security or collateral.........coeovveiiieeiieiieececce e 11
Other (SPeCifY) e e 12
NO FEASON GIVEN ..ciiiiiieieiiiie ettt se e e s e s re e e e sn e e e s e snreeesenneeesnneeeas 13

ASK Q.14c IF CODES 1-12 AT Q14b
Q.14c Did you agree with the reasons that the bank gave you for turning down your application?

SINGLE CODE

Y S i, 1
N[ I PP PP PP PPPPPPPPPPPPPPPPPPRE 2
To some eXteNt .o, 3

ASK Q.14d TO ALL WHO WERE UNSUCCESSFUL CODE 2 AT Q.13b4
Q.14d Did the bank inform you of your right to an internal review of the decision to refuse credit?

SINGLE CODE

Y S ettt e e s 1
N O e e 2
DON"t KNOW (DNRO) ..eieiuiiiiiciiee ettt e etve e e tre e e et e e e evae e e 3

ASK Q.14e ONLY IF CODES 1 (AIB) OR 3 (Bank of Ireland) 6 (ULSTERBANK)
And 7 Permanent TSB AT Q.10

Q.14e Did the bank inform you of your right to a review of the decision to refuse creditby the
Credit Review Office? SINGLE CODE

Y S e 1
NN TPt 2
DON’t KNOW (DNRO) ...uvviiiiiieeiieiireeee et eeeirree e e e e searnaeeeeeeeas 3
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ASK Q.15 TO ALL WHO HAD CRITERIA ATTACHED (CODES 1-12) AT Q14a2

Q.15 Did any of these criteria/conditions prevent you from availing of the sanctioned facility?

SINGLE CODE

Y B ittt e et e e e e et e e et e eat e e eeeaaaans 1
N[ PP PPPPPPPPPPPPPPPPRE 2
DON"t KNOW (DNRO) ..eeeviiiiieeiieciee et ciee e eteeesvee e seneeaae e saae e s 3

ASK Q.16 TO ALL SUCCESSFUL/PARTIALLY SUCCESSFUL AT Q.13b
Q.15 Have you availed of all or part of the facility or not availed of the facility?

SINGLE CODE

Yes, | have availed of all of the facility........cccccoeeevviieeeciieeee, 1

Yes, | have availed of part of the facility........ccccccccvveeeeineennnen. 2

No, | have not availed of the facility .....cc.cccceveeriiienieiniineenn. 3GOTOAQ.16a

ASK Q.16a TO ALL WHO HAVE NOT AVAILED OF FACILITY AT Q16
Q.16a What are the reasons for not availing of the facility to date?
MULTICODE ALLOWED — PROBE FULLY

DidN"t NEE It .ueeeveeriieriee ittt saaeenaae s 1
Have sufficient internal funds/reserves ........ccccevveeveveeeeecerceeeeennnnn 2
Waiting for APProval ........ccuveeeecieicceee e 3
Too much collateral required ...........coccveeeiiiieeeciee e e 4
Disagree with terms & conditions ..........cceceeriiiiiieniiiinienieeeeeen 5
Other Specify 6

ASKALL

Q.16b Do you expect to seek bank finance for your business in the next 6 months (i.e. from
November 2017 to May 20187

SINGLE CODE
Y S i 1
3o PPNt 2 GO TO QleC
DON"t KNOW (DNRO) ..ottt ettt et eeare e e e eetee e e 3
ASK Q.16¢c if NOAT Q.16b

Q.16c  Why will you not be seeking bank finance/further bank finance in this period?
MULTICODE ALLOWED - PROBE FULLY

(B a1 g T=T=To N SR 1
Have sufficient internal funds/reserves ......cooovveveeiveeciveeeeeeeieeeeeeene 2
Prefer NOt to DOrTOW .....coiviiiiiiiiee e 3
Existing finance products/restructures are alreadyin place............... 4
Inability to pay/meet requirements of bank finance ..........ccccvee.ee. 5
Don't trust the banks/believe they are not lending ........c.ccccvveeuneenee. 6
Application process for bank finance is too difficult .............cccuuueee. 7
Can raise finance from other non-bank sources ..........ccceceeeeriieennnes 8
Other SPeCify e 9
NO REASON . X
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ASK ALL

Q.16d Thinking about your bank debt, have any of the following adjustments been put in place in the over the
six month period April — September 20177
READ OUT - MULTI CODE

Arrears Capitalisation ........ccccceveeiiiiie e 1
Capital Moratorium ......cccceoeuvieeeeiee e 2
Interest Moratorium ..o 3
Interest Rate Reduction ........ccovvveveriiiii it 4
Payment Rescheduling ..........cooveiiiiiiiieniiineineeeeeeeene 5
Term EXTENSION ..ceviiiiiiiie et e 6
OtNEI ettt st s e st et st et s et s eb e st 7
I don’t have any bank debt........ccccoeieieecceniceeee e 8
No adjustments Made........ccoeveeeverreriie s e 9
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SECTION 3 : STATE SUPPORTS & NON-BANK FINANCING

Q.17a Which of the following Government support initiativesare you aware of?

READ OUT - MULTICODE

Supporting SMES Onling TOO! ......cceeviiiiieiee e 1
Credit GUArantee SChEME .....cciv i e 2
Microfinance Loan Fund Scheme/Microfinance Ireland ........c..cccvveeunen. 3
ENterprise Ir€land ........cccuvieeeciii e 4
Local Enterprise Offices (LEOS)... cccuveeeiiieeeeiieeeeciieeeciteeeeeee e seeree e sevee e 5
Strategic Banking Corporation of Ireland (SBCl)... ....ccccvveeevvveecciveeecineee. 6
The Credit Review Office (CRO)... c.cecvveiereeeieieciee et 9
Other government support (specify) 7
[\ Lo 1= TP ORI 8

We would now like you to think about the six month period from April -September 2017, again.

Q.17b Did you enquire about any of the following types of non-bank finance?
READ OUT — MULTICODE ONLY SHOW CODE 1-3 IF ANSWERED IN Q17A

Credit GUArantee SCHEIME .....c.ii i sae e st 1
Microfinance Loan Fund Scheme/Microfinance Ireland ........cocoevuvveeeennn. 2
Other government financial support (specify) ... 3
Venture Capital FINANCE .....ceieiie ettt e 4
Business Angel or INVestor FINANCE ........ccceeecvieeeeciie e 5
Loans/Equity from Family or friends ..........ccccovveveeieeiecceecee e 6
Loans/equity from business PartNers..........ccecveeeecreeireeeeeeeseesreeeneeneenns 7
Crowd funding/Peer-to-Peer [ending. .......ccccovvveeiieiieeciree it 8
Non-bank invoice finance related facilities ........ccoccveveeeriiencieenieerieeen, 9
Non-bank asset finance related facilities .........cccceeeeviieveeriicieecceee e,
Other non-bank finance (specify)

NONE (DNRO) ...ttt ettt e e e tae e e v e aaer s eaas

ASK Q.18/Q18a FOR ALL NON-BANK FINANCE OPTIONS IN Q17b

Q.18 Were you successful, partially successful, or unsuccessful in obtaining finance from (FROM Q.17) or
is the decision still pending?

SINGLE CODE

Y B e e e 1
N O e e 2
Partially .....eeeeee e 3
Sl PENAING ... 4
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ASK Q.18a FOR ALL NON-BANK FINANCE OPTIONS IN Q17b

Q.18a I’'m now going to ask you about your (FROM Q.17b) request. Which, if
any of these, were reasons for making your (FROM Q.17b) request?
READ OUT - MULTICODE

New business venture/expansion/purchase assets or equipment.....1

Working capital requirements ........ccecccvveeicieeeesiiee e 2
Property related 10an .......ccueviieiiee e 3
Need to restructure 10an/credit. .......oeeeeveeeeveeecrieecee et 4
Other (specify)__ e 5

ASK Q.18a1 FOR THOSE WHO DID NOT APPLY FOR ANY GOVERNMENT FINANCIAL SUPPORT (NOT

CODE 1,2,3INQ.17b)

Q.18al1 Why did you not apply for Government financial support in the last 6 months?
MULTICODE, PROBE FULLY, DO NOT READ OUT

Don’t want to lose control of bUSINESS........covvveriiiriiiiniierieeree e 1
Costs/Fees are too high .......ccccviiiieeciiiiieece e 2
Terms and conditions t0O0 ONErOUS.........ccueeeriieeieriiee ettt 3
Lack Of KNOWIEAGE ....coueieiieeiiieieet et 4
Used in past but not currently relevant .........ccocceeiiiineniiiineniicceee 5
Previously rejected for this type of finance........coceevveeiiinieiniieniene, 6
Application process too difficult .........ccccuereeiiiiiiciee e, 7
| don’t believe this source is relevant for my businessor sector.............. 8
Don’t need this type of financing... ......cccoveeeiiiieecci e 9
Already have this type of financing in place so do not need more .......... 10
Other (SPECITY) wuieeieiiieeeee et s 11
ASK ALL

Q.18b Over the six month period from April — September 2017, please estimate the
proportion of this establishment’s working capital that was financed from each of the
following sources? (MUST ADD TO 100%)

Percent Sources of Working Capital

a. Internal funds/Retained earnings %
b1. Purchases on credit from suppliers %
b2. Purchases on advances from customers %
c. Borrowed from banks %
d Borrowed from non-bank financial institutions %
e. Owners’ contribution %
f. Other (informal lenders, friends, relatives, etc.) %
None of these (DNRO)
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SECTION 4 - AWARENESS
ASK ALL
Q.19 In your view are the banks currently lending to Irish SMEs?

SINGLE CODE

Yes, to a small number of SMEs ........ccccooveiciiineenennnn. 1
Yes, to a large number of SMES......ccccccovveeniienieennnene 2
No, not lending at all to SMES .......ccccceeviirnieeniennneen. 3
DON T KNOW ..viiiiiiiieeiee e 4

IF NO CODE 2 AT Q.19
Q.19a And in your opinion, what is the main reason for this view?

ASKALL

READ OUT - SINGLE CODE

The experience of your business over the six month period from April — September 2017 of applying
for credit and either being rejected or being partially rejected .........ccooeuvevenennee. 1

The experience of your business peers over the six month
period April — September 2017 of applying for credit
and either being rejected or being partially rejected........ccccccvvieeiiiiiicieee e, 2

Media reports on SME lending
in the six month period April — September 2017...............ccccceeeiiieeeiciee e, 3

Statements by business representative organisations
in the six month period April — September 2017.................coeeviiiieei e, 4

Q.19b | would now like to read out a list of opinions stated by other companies. On a scale of 1to 5

Q.20

Q.20a

where 1 is disagree strongly and 5 is agree strongly, how much do you agree or disagree with
each statement?
SINGLE CODE

| feel | have a good knowledge of state funded

support available to My bUSINESS .........uviiiiiiiie e 1
There should be more information available on how

businesses like mine can get state funded SUPPOIt ......cccvevevciieeieicie e 2
| think the business climate in Ireland will improve in the next 6 months............. 3
| think Brexit will have a positive impact on my business ..........cccccceeeeevcciiiieeneennn. 4

Can you confirm the county in which is your main office based?
SINGLE CODE
List 32 counties

Do you have operations in any other counties?

Yes 1
No 2
If Yes

MULTI CODE

List 32 counties
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SECTION 5 — INVESTMENT ACTIVITY AND COMPANY ASSETS

We are now going to ask you some more detailed questions about your investment activity and the
assets you hold as a company. Where you are unsure, please provide a rough estimate of the
magnitude.

Q.21 Firstly, what was the approximate value of your company’s total assets for the year 2016? By total
assets we mean all assets including fixed assets, cash, stocks or other liquid assets. Even if you are
not entirely certain of this figure, please give your best estimate. RECORD PRECISE NUMBER
BELOW.

el LI LT[ TT]]

Don’t know/Refused 1-ASKQ.21A

Q.21a Which of the ranges | am about to read out comes closest to what you feel the value of your
company’s total assets were for the year 2016? READ OUT.

Up to €100,000 1
€100,000-€249,000 2
€250,000-€499,000 3
€500,000-€999,000 4 | -ASKQ.21B
€1-€2 million 5
€3-5 million 6
€6 million+ 7

8

Don’t know/Refused GO TO Q.22

Q.21b Roughly what proportion of this (VALUE FROM Q.21/Q.21A) in total assets
was in fixed assets, and what proportion was in cash, stocks or other liquid assets?

Fixed assts LLTT]
Cash, stocks or other liquid assets I:I:I:D

Don’t know/Refused 1

NB: NEW INSTRUCTION TOTAL CANNOT ADD TO MORE THAN 100%
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Q.21c Was your company’s (VALUE FROM Q.21/Q.21A) in total assets for 2016 higher,
lower or the same as it was in 2015?

Q.21d By approximately what percentage was it higher/lower than it was in 2015?

Q.21c Q.21d
% Higher/Lower
Profit 1 %
Loss 2 %
Break even 3 Don’t know/Refused 1
Don’t know/Refused 4

Q.22  What was the approximate turnover of the company for the year 2016? Again, even if you are
uncertain of the precise figure, please give your best estimate.

el I [T 1]]]

Don’t know/Refused 1-ASKQ.22A

Q.22a Which of the ranges | am about to read out comes closest to your company’s total turnover for

20167
UP tO€50,000 ...cooiiiiieieeeeceeee . 1
€50,001 - €100,000 ...ccovvvriieeeeeeriiiieieeeeeeerereee e e e e e eraan e e eaanea 2
€100,001 - €500,000......cccuuiieereeeiiiiieeeitiee e et erreeea e 3
€500,001 - €M coiiiniiiiie e 4
€1,000,001 - €2M ceeeiiiiieieeeeeeiiiiiee e e e e e e er e e e e aa e e eaas 5
300010 N0 [0 R 31 o o [ 6
€5,000,0071 - €10Muuiiiiiiiiiiiiiieeeeeeerrreee e e e eeverre e e eeerraare e e eeens 7
€10,000,001 - €20M oeruiiieieiiiiee e e eee 8
€20,000,001 - €50M cevuiiiiieiiiiieee e e 9
Refused/don't kNow (DNRO) .......ccceevvivieeeeiieereeceree e 99

Q.22b And was your company’s turnover in 2016 higher, lower or the same as it was for the year
2015?

Q.22c¢ By approximately what percentage was it higher or lower than it was in 2015?

Q.22b Q.22c
% Higher/Lower
Profit 1 % NB Can Exceed 100%
Loss 2 ‘ % NB Can Exceed 100%
Break even 3 Don’t know/Refused 1
Don’t know/Refused 4

93



‘ = Fitzpatrick
Assoc:ates

ECONOMIC CONSULTANTS

Q.22d And did your company make a profit, a loss or break even on the (VALUE
FROM Q.22/Q.22A) turnover in 20167?

ASK Q.22e OF ALL MAKING A PROFIT OR LOSS AT Q.22D
Q.22e What percentage of turnover was the Pre-Tax (Gross) profit/loss for 2016?

Q.22d Q.22e
% Gross Profit/Loss

Profit 1 %
L 1

Loss 2 %
Break even 3 Don’t know/Refused
Don’t know/Refused 4

Q.22f  Did your company make a profit, a loss, or break even in 2015?
ASK Q.22G OF ALL MAKING A PROFIT OR LOSS AT Q.22F
Q.22g What percentage of turnover was the Pre-Tax (Gross) profit/loss for 2015?

Q.22f Q.22g
% Gross Profit/Loss

Profit 1 %

Loss 2 %
Break even 3 Don’t know/Refused
Don’t know/Refused 4

Q.23 On average, how many people were employed in the business in 20167?

Don’t know/Refused___ 1

Q.23a  On average, how many people were employed in the business in 20157

Don’t know/Refused___ 1
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Now | would like to ask you about your company debts and the interest payments you face.

Q.24  What was the approximate value of your company’s total outstanding debt, if any, for the 2016
financial year? Please give your best estimate.
el L[ [ L[ []]
Don’t know/refused 1-ASKQ.24A
None/No debt 2-ASK Q.24B
Q.24a Which of the following ranges, comes closest to the approximate value of your company’s
outstanding debt in 2016? READ OUT
Up to €100,000 1
€100,000-€249,000 2
€250,000-€499,000 3
€500,000-€999,000 4
€1-€2 million 5
€3-5 million 6
€6 million+ 7
Don’t know/Refused 8
No debt 9
Q.24b And was your debt/that zero debt in 2016 higher, lower, or the same as it was for the financial
year 2015?
Q.24c By approximately what percentage was (VALUE FROM 24) of 2016 debt higher/lower than it
was in 20157
Q.24b Q.24c
% Higher/Lower
Profit 1 % NB Can Exceed 100%
Loss 2 ‘ % NB Can Exceed 100%
Break even 3 Don’t know/Refused 1
Don’t know/Refused 4
Q.24d What was the average interest rate paid on the (VALUE FROM Q.24) debt during 2016?

L1 1«

Don’t know/refused 1
None/No debt 2
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Q.24e And what was the average interest rate paid on the company’s 2015 debt?
%
Don’t know/refused 1
None/No debt 2

Q.25 What is the average term of any long term debt that your company currently faces? RECORD
BELOW:

L T ] veaes

Don’t know/Refused 1

Have no long term debt 2

Q.26 In 2016, can you tell me how much your firm invested in each of the following type of assets [provide
EURO amount]: Providing an estimate would befine. READ OUT

Amount invested Nothing Don’t know /
invested No reply

Buildings or other € 1 2
construction activities
Vehicles and other transport € 1 2
equipment
Other fixed assets (including € 1 2
machinery and equipment)
Intangible assets (i.e. research € 1 2
and development, patents,
trademarks and copyrights.)

ASK OF EACH ASSET AT Q.26 — PROPOSED ASKING Q.26 OF ALL ASSETS AT Q.23 INCLUDING THOSE
INVESTING NOTHING IN 2016

Q.26a And was your 2016 investment in that type of asset higher, lower, or the same as it had been in
2015?

RESPONSES VARY BY ASSET BY TYPE

Q.26b By approximately what percentage was it higher/lower than 2015?

Q.26a Q.26b

% Higher/Lower

Higher 1 % NB Can Exceed 100%

Lower 2 ‘ % NB Can Exceed 100%
Same 3 Don’t know 1

Don’t 4 Refused 2

know
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ASK OF EACH ASSET INVESTED IN AT Q.26

Q.27 What percentage of the investment you made in (READ OUT ASSET TYPE) in 2016
was to replace already existing READ OUT ASSET TYPE AGAIN)?
ASK ALL
Q.27a If you invested in (............... ) in 2015, what percentage of it, if any, was related to replacing
existing (.v.eeeveevereennns )? REPEAT FOR EACH AT Q.26
Q.27 2016 Q.27a 2015
% Don’t know / % Don’t know /
No reply No reply

Buildings or other % 1 % 1

construction activities
(DP ALWAYS ASK LAST)

Vehicles and other % 2 % 2

transport equipment

Other fixed assets % 3 % 3

(including machinery and
equipment)

Intangible assets (i.e. Lu % 4 l_u % 4
research and
development, patents,
trademarks and
copyrights.)

ASK Q.28 FOR EACH ASSET INVESTED IN AT Q.26

Q.28 In relation to your investment activity, in the following categories, did you: READ OUT

Invest less than Invest Don’t know
you would like adequately /Refused
Buildings or other 1 2 3
construction activities
Vehicles and other transport 1 2 3
equipment
Other fixed assets (including 1 2 3
machinery and equipment)
Intangible assets (i.e. 1 2 3
research and development,
patents, trademarks and
copyrights.)
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Q.29[ASK FOR THOSE WITH NONE AT Q26 or 1 at Q28]:
Why did your firm not invest or invest less than you would like? PROBE TO APPROPRIATE CODE. DO NOT READ
OuUT.

Q.29
My current capacity is adequate 1
Insufficient internal finance 2
Cost of other inputs (materials, labour) is too high 3
Could not access external finance 4
External finance too expensive 5
Business prospects of your sector too uncertain 6
General economic climate too uncertain 7
Other 8
Don’t know/refused 9

ASK IF >0 FOR EACH OF AT Q.26 (ONLY THESE TWO)
Q.30 For each of the following investments, can you tell me how you financed that investment in 2016?
DO NOT READ OUT. PROBE TO APPROPRIATE CODE.

Financing source l Buildings and Other fixed assets
READ OUT Construction
Internal financing/retained earnings 1 1
Leasing or Hire Purchase 2 2
Borrowed from Banks 3 3
Owner’s contribution 4 4
On Supplier Credit 5 5
External equity 6 6
Other 7 7
ASK ALL
Q.31 In 2016, how much did you spend on training for staff?
el L[ L[ []]
None 1
Don’t know/refused 2
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Q.31a And in 2015, how much did you spend on training for staff?

None 1
Don’t know/refused 2

Q.32 When planning to undertake investments, do you calculate either of the following? READ OUT.

Yes NO DK
Internal rate of return 1 2 3
(IRR
Hurdlerate 1 2 3

Q.33 Finally, due to the broad economic outlook, we would like you to give us your view of how certain or uncertain
your company felt about making investment decisions in 2016. Please indicate on a scale from 1 to 100 how
certain or uncertain you felt about making investment decisions in 2016, where 100 is entirely certain, and 1 is
entirely uncertain. Please be as specific as you can be in your response. RECORD VALUE BELOW.

L]
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