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EXECUTIVE SUMMARY

Welcome to the first edition of the
QcA/Bdo smAll & mid-cAp sentiment index
poWered By youGovstone. We Aim to Give
this criticAl seGment of the economy A
voice thAt Will Be heArd By Government,
reGulAtors And other mArket pArticipAnts.

In the next few years smaller public companies will
undoubtedly be one of the engine rooms of job creation and
growth. It is shocking to see only 6% of respondents believe
that the UK Government cares about them. This is the
heartland of entrepreneurism and for too long has been
overlooked. However our survey findings also clearly show
that there is a negative attitude to equity markets with issues
around market volatility and lack of liquidity.

The position overall is not however negative. Our survey
shows 75% of respondents are positive about their own
company’s performance over the next 12 months and a
similar percentage expect growth in sales over the same
period with an average growth rate of over 15%. This shows
the heart of the sector continues to beat strongly, just
imagine what it could achieve with some significant support.

In the coming quarters we will be tracking the key
components of business sentiment and looking for
movements that indicate the direction of travel but we will
also be focussing on specific issues that impact on the small
and mid-cap public company sector and trying to bring a
megaphone to hundreds of whispers. We welcome feedback
of whatever form and will be listening for issues that need to
be tested in our survey and reported on. We do however
need market participants to engage with the survey and
make it as powerful as possible.

It is clear that if Government creates the right environment
for small and mid-cap quoted companies they will make
a greater contribution to the UK economy. Companies are
telling us that they are confident about their ability to grow
and create jobs; but they are pessimistic about the economy
at large. With small and mid-cap quoted companies feeling
that Government does not care about them and that
regulation will increase over the next year, they are having
to look to themselves and not rely on external factors to
create this growth. 

In addition, small and mid-cap quoted companies are
telling us that equity markets are hindering their company’s
development at a time when many are looking to raise
finance. Small and mid-cap quoted companies are not
convinced of the value of a London quotation, with 35%
feeling neutral about their London listing and 28% of
companies actually saying they are unsatisfied. Volatile and
illiquid markets, coupled with a stand-off with the banks,
is leading to a finance drought that is preventing these
companies from making the fullest contribution to the
UK economy.

Something needs to change – It’s time for the regulators,
market providers and policymakers to start thinking and
working on behalf of companies. 
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Almost half (49%) of companies that responded want to see
the UK Government introduce tax incentives for investors in
small and mid-cap quoted companies to help overcome this.
The Quoted Companies Alliance is currently campaigning to
create new ones and extend current incentives, such as
reforming Entrepreneurs’ Relief so that capital gains tax relief
is available for all that contribute to the success and growth
of a business. 

There is a general wish for the European Parliament to
enable retail investors to be better able to invest in small
and mid-cap quoted companies and also for a lighter –
more proportionate – regulatory regime to be implemented.
The Quoted Companies Alliance has been pushing this
forward in both Brussels and Whitehall, and we believe the
concept has gained some traction as shown through recent
reviews of regulation which explore a proportionate regime
for small and mid-cap quoted companies. 

The results of this survey serve as a call to action from
small and mid-cap quoted companies themselves.
Regulators, market providers and policymakers must
introduce an overarching policy that positively incentivises
this sector, which is vital to the growth and success of the
UK economy as a whole. All in all, small and mid-cap quoted
companies are looking for a lighter, more appropriate
regulatory regime which enables (and protects) investors
to find growth companies.  

Almost hAlf (49%) of
compAnies thAt responded
WAnt to see the uk
Government introduce tAx
incentives for investors in
smAll And mid-cAp Quoted
compAnies.

49%

Scott Knight
Partner
BDO LLP

Tim Ward
Chief Executive
The Quoted
Companies
Alliance
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HIGHLIGHTS

70%
of small and mid-cap quoted
companies are pessimistic about
prospects for the economy in the
next 12 months, but 75% are
positive about their own
company’s performance over
the same period.

42%
of companies anticipate further
fundraising in the coming year,
with 52% likely to use public
equity.

75%
of companies think the amount of
regulation impacting businesses
will grow in the next 12 months,
with 18% feeling it will increase
significantly.

28%
of companies are unsatisfied with a
quotation on a London exchange,
while 35% remain neutral about
the value of a london listing.

6%
of companies and advisors feel that
the Government cares a great deal
about small and mid-cap quoted
companies.

60%
of companies believe equity
markets are hindering their
company’s prospects.

72%
of advisory firms are also
downbeat about the economy,
with 46% pessimistic about
the prospects for small and
mid-cap companies.

77%
of companies expect sales to
grow in the next 12 months, with
the average expected growth
in turnover put at 15.3%.

62%
of companies expect to employ
more workers in the next 12
months, with the average
expected growth in employment
put at 6.9%.
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BUSINESS CONFIDENCE
WEAK ECONOMIC OUTLOOK

Confidence in the UK economy amongst small and mid-cap
quoted companies is weak with the majority of firms
pessimistic about prospects for economic recovery in the
next 12 months. Advisory firms across the sector also share
this downbeat view, with lingering fears about a double-dip
recession and a lack of bank financing. 

On a scale between zero and 100, where zero represents
very pessimistic and 100 equals very optimistic, small and
mid-cap companies ranked prospects for the UK economy
at a lowly 39. Just 11% of companies scored prospects
above the neutral score of 50. Advisory firms mirrored this
outlook also ranking prospects at a similar low level. 

However, companies are significantly more positive about
their own company’s prospects. Three-quarters (75%)

ranked prospects above the neutral 50 level, with the
average score equalling 64. In contrast, advisory firms were
less optimistic ranking prospects for small and mid-cap
quoted companies at 46. 

future expectations

The vast majority of companies (77%) expect turnover
to grow in the next 12 months with the average expected
change in sales put at +15.3%. Similarly, employment
expectations are also positive, with 62% of companies
believing they will need to take on more workers in the
coming 12 months, with the average expected change in
employment growth put at +6.9%. 

how optimistic or pessimistic do you feel about the uk
economy over the next 12 months?

By how much do you expect your turnover & the number of full time employees in your business to change in the
next 12 months?

how optimistic or pessimistic do you feel about your
own company’s prospects/small and mid-cap quoted
companies prospects over the next 12 months?
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Jobs – mean expected change +6.9%

n Increase 62%

n Decrease 7%

n No change 32%

Turnover – mean expected change +15.3%

n Increase 77%

n Decrease 6%

n No change 17%
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fundraising

Despite these upbeat growth expectations, there is a
relatively subdued appetite for fundraising. Less than half of
companies (42%) plan to raise capital in the next 12 months. 

Of those looking to raise finance 52% anticipate using public
equity, 30% bank finance, with only 18% preferring other
sources. Given the relatively tight debt markets and current
difficulty raising public equity finance it is somewhat
surprising that more companies are not considering
alternative sources. 

What would be your preferred way of raising capital if
the need arose in the next 12 months?

n Bank finance 30%

n Public equity 52%

n Listed debt issuance 8%

n Private equity 4%

n Other 5%

Are equity markets currently helping or hindering your
company’s development?

n Helping a lot 3%

n Helping a little 11%

n No impact 26%

n Hindering a little 36%

n Hindering a lot 24%

n Don’t know 1%

equity markets 

Attitudes to equity markets are generally negative with the
majority of companies (60%) believing that markets are
currently hindering their own company’s development. 

In particular, a lack of liquidity was overwhelmingly stated as
the most significant hindrance with market volatility in general
also a source of disquiet. One respondent commented that
there was a “general unwillingness to invest in anything
speculative,” while an advisor observed currently that
“general market sentiment is prohibitive.”

BUSINESS CONFIDENCE
RAISING CAPITAL REMAINS A BATTLE
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do you believe the amount of regulation affecting small
and mid-cap quoted companies is likely to increase,
decrease or stay the same over the next 12 months?

Increase a lot

Increase a little

No change

Decrease a little

Don’t know

n Small and mid-cap quoted companies  n Advisory firms

What is the number one opportunity for small and
mid-cap quoted companies over the next 12 months?

New product
development

New markets

Market growth

General revenue
or profitability

Changes in
regulation

n Small and mid-cap quoted companies  n Advisory firms

Consumer
confidence

Falling costs

Other

regulation 

Although the Government has pledged to cut red tape
respondents still nevertheless believe regulation will increase.
Three quarters of companies (75%) and over half of advisors
(54%) think the amount of regulation impacting businesses
will grow over the next 12 months, with 18% of companies
and 9% of advisors feeling it will increase a lot. 

opportunities

New product development and new markets were identified
as the main opportunity areas. Just over half of companies
(52%) and 63% of advisors ranked these as holding the
biggest potential in the next 12 months. 

“Export markets as we start a drive to sell our product to
newly deregulated markets” commented one respondent,
while “niche service,” and simply “China, China and China”
were also priorities.

Possibly reflecting negative sentiment about the state of the
economy, both market growth and general profitability were
not considered the main major opportunity areas. Although
some companies believed that “consolidation and
rationalisation was more likely than in previous downturns,”
others felt that “big is not always beautiful and more people
are beginning to realise this.” 

Advisory firms shared this view ranking market growth and
profitability low down, with one advisor observing the “main
opportunity is in balancing the impact of any decline in the
domestic market with investments in and hopefully additional
sales generated in new markets.”

18%
9%

57%
45%

25%
25%

27%
38%

14%
6%

6%

12%
8%

16%
9%

5%

21%
28%

16%
4%

2%

3%
3%

2%

1%

0%

BUSINESS CONFIDENCE
INCREASING REGULATION AND ITS IMPACT ON GROWTH
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challenges

Concerns over revenue and profitability were singled out as
the biggest challenge with a quarter of companies viewing
this as most significant worry over the next 12 months.
“Convincing customers to spend to develop their business
rather than save and stagnate” was how one respondent
put it. 

Advisory firms took a different view believing that raising
finance was the number one challenge for small and mid-cap
quoted companies. Many agreed with the view that “the
(largely taxpayer owned) banks have gone back into the
mode of only being prepared to lend you an umbrella when
the sun is shining.”

mAny AGreed With the
vieW thAt “the (lArGely
tAxpAyer oWned) BAnks
hAve Gone BAck into
the mode of only BeinG
prepAred to lend you An
umBrellA When the sun
is shininG.”

What is the number one challenge for small and mid-cap
quoted companies over the next 12 months?

Revenue or
profitability

Regulation

Shareholder
confidence

Raising finance

Competition

Consumer
confidence

Rising costs

Human resources

Intellectual
property

Technology
and IT

Restructuring 
debt

Research and
development

Restructuring/
downsizing

Other

n Small and mid-cap quoted companies  n Advisory firms

26%
14%

15%

9%
9%

9%

11%

6%

4%
11%

9%

23%

30%

2%

2%

3%

3%

3%

2%

2%

1%

5%

2%

0%

0%

0%

0%
0%

CHALLENGES AND
OPPORTUNITIES
BARRIERS TO GROWTH
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Action desired from the banks

Predictably, increased lending was the main action desired
from banks. However, whilst lending was overwhelmingly
viewed as a priority area by advisors, for companies it was
not so clear cut. They also ranked reduced charges and
fees, as well as giving relationship managers more decision
making power, almost equally as important. 

Action desired from the european
parliament

A proportionate regulatory regime for small and mid-cap
quoted companies was the leading action desired from the
European Parliament. Measures enabling retail investors to
access small and mid-cap quoted companies was ranked
second, followed by a reduction in regulation.

view about uk Government

Only 6% of respondents believe the UK Government cares
a great deal about small and mid-cap quoted companies,
with a further 31% saying ‘a fair amount’, and 38% saying
only a little.

Which one of the following actions by the banks would
be the most helpful to small and mid-cap quoted
companies in the next 12 months?

Increase lending

Reduce charges and fees

Give relationship managers more
decision-making power

Hold down interest rates

Hold steady and make no changes
at all

n Small and mid-cap quoted companies n Advisory firms

Improve general terms

Other

Which one of the following actions by the european
parliament would be the most helpful to small and
mid-cap quoted companies in the next 12 months?

Introduce a proportionate regulatory
regime for small and mid-cap quoted
companies

Introduce measures to enable retail
investors to access small and mid-cap
quoted companies

Reduce regulation in my sector

Hold steady and make no
changes at all

Ensure the ‘comply or explain’
corporate governance regime is
maintained throughout Europe

n Small and mid-cap quoted companies n Advisory firms

Other

how much do you believe that the uk Government
cares about issues faced by small and mid-cap quoted
companies?

n A great deal 6%

n A fair amount 31%

n Only a little 38%

n It’s noting but lip service 20%

n Not at all 5%

28%
43%

23%
16%

19%
27%

11%

8%

6%

28%
46%

25%
22%

18%
11%

11%

7%
16%

12%

6%

3%

3%

5%
2%

5%

0%

CHALLENGES AND
OPPORTUNITIES
EXTERNAL SOLUTIONS
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“mArkets do not like
overseAs Businesses And
do not trust them As much
As uk BAsed compAnies.”
hoWever, the GenerAl
consensus WAs thAt A
QuotAtion on A london
exchAnGe “could Be Better
But could Be Worse.”

satisfaction with quotation on a
london exchange

Both companies and advisors were broadly neutral regarding
satisfaction with a London quotation. The issue of liquidity
was highlighted as the biggest concern, with one advisor
stating that “the myth of liquidity overshadows the benefits of
the market.” Another commented that “markets do not like
overseas businesses and do not trust them as much as UK
based companies.” However, the general consensus was
that a quotation on a London exchange “could be better but
could be worse.”

Action desired from the uk Government

Companies and advisors both agreed that the most helpful
action the UK Government could take in order to aid small
and mid-cap quoted companies would be to introduce tax
incentives for small company investors. 

A general reduction in regulation also scored highly, while
advisors also believed that actions to improve access to
debt finance should be a priority. However, this view was
not shared by companies, with only 4% believing that new
actions were required to improve access to debt finance
for SMEs. 

how satisfied is your business/how satisfied do you
think small and mid-cap quoted companies are with a
london quotation?
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Which one of the following actions by uk Government
would be the most helpful to small and mid-cap quoted
companies in the next 12 months?

Introduce tax incentives for investors
in small and mid-cap quoted
companies

Reduce regulation

Hold steady and make no
changes at all

Simplify accounting
requirements

Improve access to debt finance
for SMEs

n Small and mid-cap quoted companies  n Advisory firms

Encourage effective corporate
governance

Change competition or
ownership restrictions

Reduce consumer taxation

Other

49%

23%

8%

8%

7%

49%

16%

24%

5%
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1%

1%
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0%
0%

2%

4%

CHALLENGES AND
OPPORTUNITIES
HOW USEFUL IS A LONDON EXCHANGE QUOTATION?



METHODOLOGY

This is the inaugural QCA/BDO Small & Mid-Cap Sentiment
Index by BDO and the Quoted Companies Alliance (QCA).
It is an online quarterly survey of the small and mid-cap
quoted sector.

The report is based upon 164 online interviews (100 small
and mid-cap quoted companies, 64 advisory firms) with
members and associates of the Quoted Companies Alliance.
It was conducted 6 Sept–19 Sept 2011 by leading research
company YouGovStone. 

The responding sample is weighted by industry to be
representative of small and mid-cap quoted companies,
as derived from London Stock Exchange data.

Please note not all scores in this report may add up to
exactly 100% due to roundings.

Thank you to everyone who supported and participated in
this survey.

If you would like further information on any of the issues
covered in this report please contact:

Scott Knight Tim Ward
Partner CEO
BDO LLP The Quoted Companies Alliance
55 Baker Street 6 Kinghorn Street
London W1U 7EU London EC1A 7HW
T: 020 7893 3319 T: 020 7600 3745
E:scott.knight@bdo.co.uk E: tim.ward@theqca.com

only 6% of respondents
Believe the uk Government
cAres A GreAt deAl ABout
smAll And mid-cAp Quoted
compAnies

6%
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This publication has been carefully prepared, but it has been written in general terms and
should be seen as broad guidance only. The publication cannot be relied upon to cover
specific situations and you should not act, or refrain from acting, upon the information
contained therein without obtaining specific professional advice. Please contact BDO LLP to
discuss these matters in the context of your particular circumstances. BDO LLP, its partners,
employees and agents do not accept or assume any liability or duty of care for any loss arising
from any action taken or not taken by anyone in reliance on the information in this publication
or for any decision based on it.

This report relies on data, conclusions and recommendations from primary and secondary
sources (including third parties) that were gathered in good faith. Although believed to be
accurate, this information is not guaranteed and, as such, The Quoted Companies Alliance,
YouGovStone and BDO LLP can accept no liability for action taken based on any information
in this report.

BDO LLP, a UK limited liability partnership registered in England and Wales under number
OC305127, is a member of BDO International Limited, a UK company limited by guarantee,
and forms part of the international BDO network of independent member firms. A list of
members’ names is open to inspection at our registered office, 55 Baker Street, London W1U
7EU. BDO LLP is authorised and regulated by the Financial Services Authority to conduct
investment business.

BDO is the brand name of the BDO network and for each of the BDO Member Firms.

BDO Northern Ireland, a partnership formed in and under the laws of Northern Ireland, is
licensed to operate within the international BDO network of independent member firms.

BDO LLP is the Data Controller for any personal data that it holds about you. We may
disclose your information, under a confidentiality agreement, to a Data Processor (Tikit
Ltd/YouGovStone Ltd). To correct your personal details or if you do not wish us to provide
you with information that we believe may be of interest to you, please telephone contact
Tracey Fordham on 020 7893 2015 or email tracey.fordham@bdo.co.uk.

Copyright © October 2011 BDO LLP and the Quoted Companies Alliance. All rights reserved.

This document is printed on 9lives 80, a paper containing 80 per cent recycled fibre and
20 per cent virgin Totally Chlorine Free (TCF) fibre sourced from sustainable forests. 9lives
80 is produced by an ISO 14001 accredited supplier.

2011 WINNER OF ‘AIM ACCOUNTANT OF THE YEAR’
2011 WINNER OF LEXISNEXIS TAXATION ‘BEST TAX
TEAM IN A LARGE FIRM’

Bdo awards:

www.bdo.co.uk

www.theqca.com

www.yougovstone.com


