UK small businesses embrace AI-driven lending for rapid cash flow solutions
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For many small business owners in the UK, the most important finance conversation now takes place not in a branch but on a screen. As high street banks have tightened credit and delayed decisions, a growing number of SMEs are turning to AI-enabled lenders that can assess applications against live financial data and return an answer in hours rather than weeks. The shift is being driven by persistent cash-flow strain, with Moneydonut reporting that 54% of UK small businesses struggle with cash flow and that access to borrowing below 8% APR remains limited for many firms.
That change matters because the traditional lending model has become harder to navigate. According to Adfin, Allica Bank has estimated the UK SME credit gap at £65 billion, while overdrafts now make up only a small share of business finance and rejection rates have climbed. Financial Accountant has also reported that fewer smaller firms are using external finance than in previous years, suggesting that some owners are simply stepping back from the market altogether rather than accepting slower or less predictable lending terms.
AI lenders are stepping into that gap by combining bank feeds, accounting data, payment records and invoice information to build a more current picture of a borrower’s trading position. In practice, that can mean financing decisions based on how a business is performing now, rather than on older balance sheets and tax filings. Cash-flow loans, which are often unsecured and based on projected income, can be particularly attractive to firms seeking working capital, bridging finance or short-term relief.
The appeal is obvious, but so are the risks. The Financial Conduct Authority has repeatedly warned about the need for model audits, human oversight and clear appeals processes, especially where automated systems may inherit bias from historic lending data. That concern is not abstract: if the underlying training data reflects past discrimination or narrow lending habits, the algorithm may simply reproduce them at speed. Some providers have introduced stronger safeguards, while others remain far less transparent.
The broader trend appears structural rather than temporary. Fintech lenders and some established banks are now offering more AI-driven SME products, and the pressure on owners to secure funding quickly is unlikely to ease while inflation, energy costs and late payments continue to squeeze margins. The Centre for Finance, Innovation and Technology has argued that better financial health tools could unlock billions of pounds in additional SME lending, pointing to a market problem rooted as much in data and readiness as in capital supply. For many business owners, the comparison with the old model has already been made, and the expectation of near-immediate credit decisions is becoming the new normal.
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