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Executive summary

EY is pleased to share the second annual Fast Growth Tracker, a survey of the UK's leading entrepreneurs and startup founders.
Entrepreneurs are vital contributors to innovation and growth in the UK and the cohort we surveyed in 2018 are no different. We're
proud to present their views on the UK startup ecosystem and the issues they consider most important.

Entrepreneurs play a vital role in the UK economy. The products and businesses
they create drive innovation, economic growth and generate jobs. In 2018 we turned
to entrepreneurs for their views on the startup ecosystem, surveying the business
leaders of tomorrow to determine what comes next for UK founders.

The 2018 Fast Growth Tracker proves that ‘Fast Growth' companies can be found
across the country and come in all shapes and sizes. The startups surveyed in 2018
are young: 59% are under five years old. However these companies have significant
ambition. Over 51% expect to grow revenues by 50% or more this year and 43% are
planning to add 10 or more people to their team in the next 12 months.

Our survey suggests that UK entrepreneurs have a strong appetite for

funding as they look to fuel innovation and deliver on their ambitious growth
targets. 66% expect to raise capital in the next 12 months and 70% of this

group are planning to raise £1m or more. Crowdfunding and initial coin offerings
(ICOs) offer access to new pools of capital. However for 75% of entrepreneurs
traditional equity financing via venture capital firms remains the preferred source
of funding.

For the second year in a row the majority of UK entrepreneurs are planning to
exit to an international acquirer (53%), with 67% expecting to exit within the
next five years. This hints at a larger trend within the UK startup ecosystem, with
many founders choosing to leverage the resources of a large parent organisation and
accelerate growth rather than remain independent.

There are of course challenges to entrepreneurial success. The 2018 survey
highlighted two obstacles that are affecting startup founders: access to funding
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(51%) and a talent shortage (45%) remain critical barriers to growth. This is
consistent with the 2017 survey, implying that further work in the public and private
sector is required to help resolve these issues.

There is also evidence that market volatility and uncertainty over the UK's future
have started to impact the M&A landscape. 29% of entrepreneurs plan to pursue
M&A in the next 12 months and just 17% believe that now is a favourable time to exit.
This appears to be, in part, attributable to Brexit. Over 75% of UK founders are
concerned about the impact of Brexit on their business and 18% identified it as their
biggest issue.

Maintaining a supportive environment for entrepreneurs who want to start and build
companies in the UK will be vitally important to the country’s economic future. We
live in a dynamic and fast-changing world. Innovation is at the heart of this and we're
proud to provide a voice to the entrepreneurs across the country who are working to
invent the future.
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About the 2018 Fast Growth Tracker

Our annual survey of UK entrepreneurs offers an insight into the minds of the country’s most innovative business leaders. We asked them
about their priorities, frustrations and plans for the future. In 2018 we received 380 responses from startup executives and founders ...
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Perspectives on growth

Chart 6: What revenue growth do you expect to achieve this year?
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Hiring and talent

Chart 7: How many people do you expect to add to your team in the next 12 months?
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56% S8% o0%
50% 51%
26%
13%
Other Finance Support & Marketing & Business Digital Sales
admin staff communications  development capabilities

Note: Respondents able to select multiple answers

EY Fast Growth Tracker 2018



Raising capital

Chart 9: Do you expect to raise funds in the next Chart 10: How much are you planning to raise?
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Sector focus: Technology

Chart 13: What revenue growth do you expect to
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companies tech entrepreneurs aren’t convinced
that the UK start up ecosystem will support
more ‘unicorns’. 58% agree that the UK
entrepreneurial environment is currently not 21%

conducive to producing ‘unicorn’ technology

companies. Moreover, 72% plan to exit their

business within the next 5 years and 25% in

under 3. In a similar manner to the 2018 Fast = < 10%
Growth Tracker cohort, an exit to an international 13%

corporate is the most attractive option for 60% of
tech entrepreneurs.

10%-20%

20%-50%
%
50%+

EY Fast Growth Tracker 2018

Chart 14: Do you expect to raise funds in the next
12 months?
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Preparing for an exit

Chart 16: When do you expect to exit?
For the second year running an 45%
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their own exit timetable, with near term events

like Brexit creating market uncertainty.

An exit to an international corporate remains the
preferred exit route for 60% of entrepreneurs,

a seven percentage point decrease from 2017.
In comparison just 11% of startup founders are
considering listing on an international stock
exchange and 14% plan to exit to private equity.
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The challenges ahead

Structural challenges in
the UK continue to create
barriers to entrepreneurial
success

Perhaps unsurprisingly Brexit remains a pressing
concern for UK entrepreneurs, with 76%
concerned about its impact on their companies
and 18% identifying it as their biggest concern.

In addition, 49% of the founders surveyed do not
believe that the current environment in the UK
is conducive to producing a ‘unicorn’ company.
This implies that there is more work do be done

by the public and private sector to support UK
entrepreneurs. Maintaining the UK ‘s status as an
attractive market to build a company will be of vital
importance if the economy is to thrive in the future.
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Chart 18: Are you concerned about the impact of
Brexit on your business?
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Chart 19: What do you believe are the major barriers

to female entrepreneur success (if any)?
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The EY Fast Growth Platform

The EY Fast Growth Platform provides a tailored suite of professional services
and support to fast growing tech companies.

For more information, visit www.ey.com/uk/FastGrowthPlatform

EY Entrepreneur Of The Year

EY Entrepreneur Of The Year has been celebrating, supporting and
connecting entrepreneurs since it first launched in the UK more than 20 years
ago. The programme recognises successful entrepreneurs making a positive
impact on their society and the economy, and the legacies they're building.

For more information and to enter next year's competition,
visit www.eoy.co.uk
Beauhurst

Beauhurst provides research and insight on the UK's high-growth companies.
The data platform allows professionals to discover and track Britain’s most
ambitious businesses in unrivalled detail.

For more information, visit www.beauhurst.com
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About EY

EY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services
we deliver help build trust and confidence in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young
Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a UK company limited
by guarantee, does not provide services to clients. For more information about our organization, please
visit ey.com.

Ernst & Young LLP

The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a
member firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF.

© 2018 Ernst & Young LLP. Published in the UK.
All Rights Reserved.
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