
The notion of responsible lending was
tainted when turnover became the
primary focus of the lenders. When

deals are geared to the benefit of the funder
rather than the benefit of the customer the odds
of that deal working out become shortened, and
a train of financial complications is set in motion. 

Before the crisis struck in 2008 the financial
market was buoyant and companies found it
relatively easy to secure funding at kindly leveraged
rates. But as the economic downturn struck
companies which once had access to credit suddenly
saw it disappear, which led to a complete
rethink of how business operations were run. 

"The reality is we're at the point
when SMEs have to start
spending." Mike Geddes

Instead of looking to secure finance elsewhere
businesses decided to make do with what they
had and try to ride out the storm. Statistics
from the Finance and Leasing Association
(FLA) show that from 2009 there was a drop in
financed lending of around 30% because
customers were not spending, not buying
equipment, and when they were they found it
very hard to fund it. 

Time to start spending 
Mike Geddes, director of Asset Finance
Solutions UK, says: "The big thing that’s
missing from the marketplace is confidence.
Because there was a lack of finance and because
the market was so unstable, instead of going out
there and buying new equipment and
expanding their operations, what businesses
have actually been doing is making do." 

"Our job is to go out and find
the best deal for the customer
and put that deal together."
Mike Geddes

Over the past three months there has been a
change in tide which could be interpreted as
the proverbial 'green shoots of recovery', but
Geddes is cautious in being overly optimistic
about the upsurge in company spending. Plant
and machinery sales and financing are up by
around 14% over the past year, and commercial
vehicles are up around the same. But "the

reality is that we're at the point now when
SMEs have to start spending", Geddes says. 

Asset financing 
Banks have also changed how they lend their
money and are now increasingly using third
party introducers as a cheaper route to the
market rather than going direct to the
customer. AFS UK is one of the UK’s largest
asset finance brokerages, with a network of 40
people covering the majority of the UK,
building on many years of banking experience
and operating through over 35 funding lines to
provide companies with a wide range of
lending solutions. 

"Our job is to go out and find the best deal
for the customer and put that deal together,"
Geddes says, noting that there is often
confusion over what the right sort of lending
is. "Some of these businesses fund this
equipment using a bank overdraft but this is the
wrong way to do it. They should be using a
funding tool which is matched to the type of asset."

Companies looking to expand their
businesses through new equipment or
machinery should be looking to secure long-
term funding that complements the long-term
asset. This is where asset finance comes into
play, with refinancing also becoming a popular
choice for long-term business manoeuvres.
Refinancing equipment allows the company to
raise funds against it, money which can then be
used to grow the business through research and
development or to free up working capital. 

Expertise to find solutions 
AFS UK stands out among other brokers
because it has a considerable amount of
expertise in the industry. "Where we differ
from other services is that we offer a solution,"
Geddes believes, adding: "We look at a way of
structuring the deal so it becomes doable. The
biggest thing we can offer the industry is our
ability to place deals and come up with
solutions."

Working on a consultative basis, AFS UK
identifies precisely what the business wants to
do and comes up with a solution to meet these
requirements. This means that the solution
offered is one that is tailored to the business,
rather than the lender, which in the long run
tends to work out well for both sides. 

Tailored lending solutions 
Hanson Springs Ltd was established in 1967
and has grown consistently to become one of
the world's leading specialist spring
manufacturers. Earlier this year the company
purchased a Kasto Storage Tower for storing
stocks of raw materials which are then
automatically picked for processing into the
finished spring product.

This was the first such tower to be installed
in the UK. Costing around €800,000, the
lengthy installation process meant that it had to
be paid for in staged payments. These unique
characteristics meant that the tower couldn’t be
funded as a typical asset financed loan, but after
working with the firm for several years, Jo
Hayton of AFS UK was keen to find a solution. 

Hayton came up with a package that
enabled Hanson to re-finance other
unencumbered assets and in turn fund the shortfall
without having to dip further into working capital.
The tower is now fully erected and functional,
which has allowed Hanson to expand with a
lending package tailored to its needs. 
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The shortage of funding availability in the SME market stems from a lack of knowledge about possible sources
of lending, Jack Peat learns. 

Mike Geddes


