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Who can invest through FundingKnight? 

FundingKnight aims to help investors of all types and sizes to gain the same attractive returns on  

their investments.

Individual investors must be:

•  Over 18

•  Hold a UK £ sterling Bank account

•  Permanent UK resident*

*Non-UK residents will be considered at our sole discretion, but must be able to provide us with suitable 

documentation for us to meet our obligations in respect of investor identification, anti-money laundering and, 

where required under UK law, tax reporting.  Typically this will include a certified copy of their passport and 

evidence of current residence.

Corporate investors* must be one of the following:

•  Limited liability partnerships (LLPs)

•  Private trusts

•  Close companies (that is a limited company with no more than 5 participators)

•  Pension funds (that is those pension funds that have gained approval from the HMRC)

•  Charities

•  Listed Companies (that is companies whose shares can be traded on a recognised stock exchange)

* The Articles of Association or set-up of the company must allow this type of investment.  All those connected 

with the company must comply with our usual checks, for example Anti-Money Laundering and ID checks. See 

’What checks are carried out on investors?’

The basics
FundingKnight aims to help 
investors of all types and sizes 
to gain the same attractive 
returns on their investments.
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To start crowdlending with 
FundingKnight, you first need 
to register and fill in a  
few details...

SIPPs and ISAs

It may be possible to invest in FundingKnight loans through a pension scheme. if your scheme allows you to select 

investments, such as a Small Self-Administered Scheme (SSAS). We are in the process of making arrangements 

which will allow you to set up a specialist Self Invested Pension Plan (SIPP) to invest in our loans; most general 

SIPPS are currently unable to do this for regulatory reasons. If you are interested in obtaining further information 

about SIPP investment, please contact kay@fundingknight.com.

 It is not yet possible to invest through an Individual Savings Account (ISA). The government has not yet finalised its 

position on the inclusion of P2P/crowdlending into ISAs. We will notify investors as soon as we  

receive clarification.

How do I invest? 

To start crowdlending with FundingKnight, you first need to register and fill in a few details. As soon as we have 

satisfactorily verified your identity, you will be able to log in to your secure investor account and see all available 

loan investments. Once you have transferred funds to your account, you can then start investing in two ways:

Firstly, by competing for a stake in our loans via an auction process. Based on the detailed company information 

provided and our risk banding  (read more about our screening process for borrowers, and how we assess risk), 

you decide on the interest rate that you wish to achieve. 

Secondly, you can construct an instant portfolio by buying loan parts from other investors through our  

online Marketplace. This is an excellent way to build a strong and balanced portfolio of investments quickly  

and efficiently.

Additionally you can buy (and sell) loan parts with other investors through our online Marketplace. Investors can 

trade any part of a loan, normally subject to a £25 minimum. This is an excellent way to build a well diversified 

portfolio of investments quickly and efficiently.

How much can I invest? 

You have full control over how much to invest: our minimum investment amount is £25. Investors cannot hold 

more than 20% of any loan (either at auction or 20% of the outstanding balance once the loan is partly paid off.)
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If you would like to invest 
more than £10,000 in an 
existing loan, please contact 
our team.

To ensure that you are spreading your risk, we recommend investing in a number of different loan parts (for 

example, using £2,500 to buy 100 different loan parts.)

In the Marketplace, you can usually buy loan parts of between £25 and £10,000. If you would like to invest more 

than £10,000 in an existing loan, please contact our team.

What types of loan can I invest in? 

FundingKnight currently offers three types of loan:

• Business Loans – from £25,000 to £1,000,000

•  FundingKnight lends to UK-based limited companies or LLPs with a minimum of 2 years’ trading history, at least 

one year’s filed accounts and a minimum turnover of £100,000. We do not lend to start-ups or sole traders.

•  Property Bridging Loans – from £100,000 to £1,000,000 

We approve Property Bridging Loans for the purchase, improvement or refinancing of properties in England and 

Wales. These properties can be commercial, buy-to-let or residential (as long as they are not owner-occupied). 

We do not lend on: farms, kennels, stables or agricultural buildings; pubs, nightclubs or cinemas; “unusual” 

properties; or properties in remote locations.

•  Green Energy Loans – from £100,000 to £1,000,000 

Our Green Energy Loans are only approved for UK-based projects in solar, wind, biomass and tidal power. During 

our vetting process we make sure they already have everything in place, such as: grid connection agreements, 

planning consent, feed-in tariff confirmation and the most experienced operators at the ready.

All of our registered investors are able to find out detailed information about the risk of each loan before they start 

bidding. The loan profile page shows the reason for the loan, profiles of the key people behind the borrower, a 

profile of the business (or description of the project as applicable) and relevant financial information. During a loan 

auction, you also have the opportunity to ask borrowers questions directly through the website.

How long can I invest for? 

We currently provide loans ranging from 6 months through to 5 years. If you wish to withdraw your investment 

before the loan term is complete, you can offer to sell your loan parts to our other investors in the Marketplace.
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We fill all of our loan auctions 
– and you will start earning 
interest once the auction is 
completed successfully. 

Please note that all loan parts offered for sale require another investor to purchase them. This means there is no 

guaranteed access to cash.

It is also possible for borrowers to repay their loans early.

Are there any fees for investing? 

No, there are no fees for investing – either via our live auctions or by buying loan parts in the Marketplace. If you 

wish to sell a loan part in the Marketplace we charge a 0.5% fee.

When will I start to earn interest? 

We fill all of our loan auctions – and you will start earning interest once the auction is completed successfully. 

Because we contractually commit borrowers to accept a loan before the auction starts (providing the final 

average rate of interest is at, or below, their stated reserve rate), there is no delay. Borrowers draw down funds 

immediately – and you start earning interest straightaway.

The following notes apply for each of our loan products:

•  Business loans: When money is lent to a company and the rate of interest has been agreed through the auction 

process, the company then makes a monthly payment which will be the same every month for the term of the 

loan. This monthly figure includes interest calculated daily on the outstanding loan capital.

•  Property Bridging loans: Property Bridging finance borrowers either pay interest to investors monthly, or roll up 

the interest to the end of the loan. The capital advanced and any rolled up interest due will be repaid at the end 

of the term.

•  Green Energy loans: During the initial period, interest may be paid or rolled up. The next stage of the loan, 

usually commencing in year two, will see interest being paid and a small percentage of the capital. At the end of 

the loan, the remaining capital, usually reduced by 15%, will be repaid.

It is possible for a payment holiday to be taken and interest and /or capital caught up during the course  

of any loan.

If any loan repayment is outside of the norm we will include details in our loan announcement. 
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Please note: to get the best return from your portfolio you should log in and look at your Dashboard (the 

homepage for registered investors) on a regular basis to minimise un-invested funds in your investor account.

What do my repayments consist of? 

With Business loans, your monthly payment will consist of capital and interest on the loan amount outstanding. 

The interest is calculated daily on an amortising balance. The borrower makes a fixed repayment each month and, 

rather like a repayment mortgage, this means that proportionately more of the payment in the early months of the 

loan will be interest.

When you see your interest income from a borrower come in over successive months you should expect this 

amount to reduce slightly on each occasion. At the same time you will see slightly more repaid against the 

outstanding loan value each month.

With Property Bridging loans, the interest is either paid monthly to the investor, or is paid as a lump sum with the 

capital at the end of the term.

With Green Energy loans early payments consist solely of interest. Then as the loan progresses this payment 

includes the return of some of the capital lent. 

What will be the average return on my investment? 

The overall return on your investment will vary according to several factors; the interest rate on the loans you invest in, 

the term of the investment, the spread of different loans, the level of defaults in your portfolio, how you use uninvested 

cash and any tax which you are required to pay on your investment. The loan ratings provide you with an indication of 

the expected level of bad debts, allowing you to adjust the gross rate to balance the  

relative risk. 

For more information on the average rates of interest achieved over recent loans, visit our statistics page.  

This will also give you information on estimated annual default rates.

For more information on tax, please see our question on tax implications or contact your tax adviser.

When using the FundingKnight investment platform, you will see the term “Effective Annual Rate”. This is the gross 

rate that a prospective investor would receive if they bought the loan part today at the asking price and kept it until 

If any loan repayment is 
outside of the norm we will 
include details in our loan 
announcement. 



6

redemption. It takes into account the timings of the scheduled payments. Please note: it is calculated before any liability 

for tax and any adjustment for defaults, and assumes that the borrower makes all future payments on time.

What checks do you carry out on investors? 

We are required to conduct anti-fraud and anti-money laundering checks in line with legal requirements. In some 

circumstances this does mean that we will ask you to provide additional information to confirm your identity.

Please note: you will also need to register your bank account details before we can accept any funds into your account. 

This information is required both for your security and your convenience. All funds that you withdraw from your 

FundingKnight account are paid into this account.

How do I add funds to my FundingKnight account? 

You can transfer funds directly from your bank account into our FundingKnight segregated client account.  

We will then allocate these deposits to your online investor account.  Please ensure that you always quote your unique 

investor account number when transferring funds as this will help ensure funds are allocated as  

quickly as possible.

In the majority of cases, investor deposits are credited automatically between our systems without needing 

FundingKnight staff to approve them. During the working day, it typically takes 2-4 hours for our bank to receive funds, 

and a further hour for our bank’s system to notify us of this. This may take longer overnight and  

at weekends. 

The exact length of time before the money appears in your account will depend on your bank, the total transfer 

(amounts of £1,000 may take longer) and whether your account uses the ‘Faster Payment’ system.

If you are unsure whether your account is on the ‘Faster Payment’ system, please contact your branch or  

check directly on the Faster Payments website.

How do I access the cash in my account? 

When you first register as an investor, you provide details of a bank account you wish to use. To access your cash, you 

simply log in to your account and select ‘withdraw funds’. If you want to do this automatically, you can also use our 

Automated Cash Withdrawal facility.

In the majority of cases, 
investor deposits are credited 
automatically between our 
systems without needing 
FundingKnight staff to 
approve them.
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You can access your money at 
any point during a loan term 
by offering your loan parts 
for sale in the Marketplace. 

Please note: you cannot withdraw funds which are committed to bids or already invested in a loan. If you want to 

access funds that you have invested in a loan, you will need to sell the investment via the Marketplace.

What if I need to withdraw my investment? 

You can access your money at any point during a loan term by offering your loan parts for sale in the Marketplace. 

Simply choose how much of each loan you want to sell and set the price you require.

Please note that all loan parts offered for sale require another investor to purchase them. This means there is no 

guaranteed access to cash. We charge a 0.5% fee to investors selling all or part of their investment in the Marketplace.

You may wish to recoup your 0.5% fee.  To do this you can offer your loan at a premium, see premium vs discount in 

‘how to buy and sell in the marketplace‘.

Will I own part of the company I am investing in? 

No. Equity in the company is not passed to investors. You will own a part of the loan, but not part of the company.

What are the tax implications? 

For UK tax payers, the interest you receive is income, and income tax is payable on that interest.

FundingKnight does not provide tax advice and the statements here are simply guidelines for ordinary investors. If you 

have any questions about your tax situation, you should contact your tax adviser or local tax office.

Our understanding is that any gains or losses made through buying or selling on the Marketplace are not subject to UK 

Capital Gains Tax.

As an investor with FundingKnight, you can find tax reports, detailing the interest and capital repayments, on our 

investment platform. We do not currently make any deductions for tax for UK residents.

Under the current tax rules, losses on bad debts arising from crowdlending to businesses are allowable for Capital Gains 

Tax purposes. The government has announced its intention that losses aising from bad debts will be allowable against 

other P2P/ crowdlending income for tax years starting after 5th Apil 2015.  At this stage (September 2015) no details 

have been provided on how this will work and the necessary legislation has not yet been published. Please speak to a 

financial consultant/tax adviser as to how to report losses made before April 2015. 

It is possible to change the date range on these reports to suit specific requirements. If the dates are moved to a future 

date, the tax report only provides data on the actual income received to date – it is not a tax forecast of any payments 

you might receive.
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How do I bid in live auctions?

How auctions work

All auctions are operated on a ‘Reverse Auction’ basis. This means that those bids with the lowest interest rates 

are those which form the final loan to the borrower.

Before you bid

You will be able to read about each business or project, the background of the people behind the borrower, the 

purpose of the loan and relevant financial information. You can also put questions directly to the borrower – 

the Q&As are available for all registered investors to see.

Every borrower commits in advance to accepting a filled loan – providing that the collective average interest 

rate does not exceed an agreed maximum (known as the Reserve Rate).

During the auction

As an investor, you can place bids during the auction period – choosing how much to invest and at what 

interest rate. You can place as many different bids as you wish. Please note: you cannot withdraw a bid. When 

you place a bid, you are asked to confirm your intention to purchase the loan part if your bid is successful.

Each auction typically runs for 7 days – though this can vary. For example, it could be extended to 

accommodate a bank holiday, or closed early if the borrower has already fully funded their loan at a rate they 

are happy with. These auctions will be clearly highlighted.

Typically, it is usually in the borrower’s best interest to let the auction run for its full period, to ensure they will 

get the lowest rate.

During the auction, you may be outbid by other investors prepared to accept a lower interest rate. If this 

happens, we can send you an email to let you know and give you the opportunity to improve your bid if you 

Using the investor platform
You will be able to read about 
each business or project, the 
background of the people 
behind the borrower...

2



9

should wish to. You will need to adjust your communications preferences to allow these email notifications.

Please note: you can invest in any live auction, even if it is fully funded. The “100% funded” statement simply 

shows that investor interest covers the whole amount of the loan. To invest in this loan successfully, you will 

need to offer an interest rate lower than the highest existing bid.

After the auction

When the auction ends, the funds are paid to the borrower and the auction then becomes a live loan. This will 

be indicated on your statement and you will also receive an email confirmation for each successful bid. Once 

the auction becomes a live loan, you are free to offer loan parts for sale through our Marketplace.

How do bids rank? 

The first bids taken up by the borrower are the ones with the lowest interest rate. If two bidders offer the same 

rate, the earliest bidder ranks highest.   

What if there are insufficient bids at the reserve rate? 

This cannot happen as we have made arrangements for all loans to be accepted at the reserve rate. See ‘Do all 

approved loans get fully funded?’

How to save time with Autobid

Autobid is designed to save you time, and stop you missing investment opportunities. Purpose-built for 

investors, it enables you to bid on FundingKnight’s live auctions automatically.

 It only takes a few minutes to set up your preferences. First, you decide your preferred interest rates per Shield/

Castle/Windmill rating. You can set different rates for shorter (up to 1 year) and longer loans (over 1 year). And 

within each band, you can also choose to have your bids placed with the following options:

•  A fixed interest rate

•  A rate above the Reserve Rate

•  A rate equal to the Reserve Rate

•  A rate below the Reserve Rate

Finally, you can then choose your bid amount rules – setting an amount per loan (in £) for each risk rating.

When the auction ends, 
the funds are paid to the 
borrower and the auction 
then becomes a live loan.



When you turn on Autobid the system will place a bid on your behalf every time we launch a new auction 

provided you have sufficient funds, and aren’t already exposed (either in another running auction, or an existing 

loan) to that borrower.”.

Note: you can update your preferences or switch off Autobid at any time. We will remind you if Autobid is 

switched on every time you visit your investor Dashboard.

Can I ask the borrower questions? 

Yes. You will have the opportunity to ask borrowers questions on new loans about the company or the  

loan during the lifetime of the auction. These questions and answers are shared and are available to all investors 

to view.

The auction is fulled funded - am I too late to invest? 

No, you can still invest in any live auction. The “100% funded” statement simply shows that investor interest 

covers the whole amount of the loan. To invest in this loan successfully, you will need to offer an interest rate 

low enough to outbid other investors.  

How does my money reach the borrower? 

We pay the funds to the borrower immediately after an auction ends – either straight into their account, or to a 

solicitor’s account where appropriate.   

How to buy and sell in the Marketplace

The Marketplace is a trading platform where you can sell part or all of your loan parts to other registered 

FundingKnight investors. This is the quickest and most effective way to expand and diversify your portfolio.

How to buy loan parts

To purchase loan parts that other investors have for sale, visit the Marketplace via the links on your investor 

Dashboard. Here, you can view all the loan parts for sale, filter them by company, investment value, term 

remaining, risk rating and minimum interest rate.

Whenever you buy (or sell) a loan part, this will be shown on your statement as a ‘Loan Novation’ – this is simply 

If any loan repayment is 
outside of the norm we will 
include details in our loan 
announcement. 
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the mechanism that enables the buyer to take over the seller’s legal relationship with the borrower.

There are two ways to buy loan parts:

Quick Buy allows you to search for loan parts for sale by size of investment, term of loan remaining, risk rating 

and interest. Please note: the actual loan parts offered will reflect the amount of cash you have available to 

invest; there may be other loan parts available in the Marketplace.

Advanced allows you to purchase loan parts on offer through the Marketplace. If you wish to make multiple 

purchases it may be preferable to use the Quick Buy option.

Autobuy allows lenders wishing to buy a loan part can submit an offer to buy at a rate they are prepared to pay 

for any given loan.

How to sell loan parts

From your investor Dashboard, you can see all the loan parts that you have in your portfolio and can offer for 

sale. Any loan parts for sale will appear in the Marketplace – showing details of the loan and the price you’re 

looking for.

Please note that you do not have to sell the whole of your loan holding; you can choose how much of it you 

wish to sell. We charge a 0.5% fee to investors selling all or part of their investment in the Marketplace. The 0.5% 

fee only applies to the amount actually sold. 

Please also be aware that all loan parts offered for sale require another investor to purchase them. This means 

there is no guaranteed access to cash.

Premium vs discount

When you sell (or buy) any loan on the Marketplace, the price is made up of the following elements:

1. Capital: The capital balance outstanding on the loan

2. Interest: Any interest that has accrued on the loan and has not yet been paid

3. The difference between the selling price and the total of the Capital and the Interest due on the loan.   

If the sale price is greater than the Capital and Interest, then the loan is being sold at a premium, if less  

at a discount

Quick Buy allows you to 
search for loan parts for sale 
by size of investment, term 
of loan remaining, risk rating 
and interest.
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You are able to offer loans parts at a premium where the interest rates now available are less than the rate you 

were achieving on your loan part. As a buyer, your expected rate of return is lower than on the original loan.  

This is because as the loan is repaid, you will receive back the Capital you bought and the interest due on that, 

but not the premium you paid.

You are also able to offer loan parts at a discount. Here, you sell the right to receive income from a business 

to a new investor, and you receive less money than the amount left to be repaid on the loan. As a buyer, your 

expected rate of return is higher than on the original loan.  This is because as the loan is repaid, you will receive 

back the Capital you bought and the interest due on that, even though you bought the capital at a discount.  

When offering a loan part for sale you simply set the amount of capital that you are looking to list on the 

marketplace and a selling price (either at a premium, discount or par) you are willing to exchange at. The tools 

will highlight the effective annual rate for the buyer based on this selling price, and the amount you will receive 

net of our 0.5% novation fee.

Additional considerations

If a payment is due from a borrower – but has not yet been received or processed by FundingKnight – this will 

automatically suspend any sale of that borrower’s loan parts in the Marketplace for up to 5 days. Offers will 

resume automatically after that point, but potential purchasers will be alerted if the payment has still not been 

received.

We have actively decided to allow the trading of loan parts with an impaired payment record, or classified as 

non-performing. This is because we believe that some investors may always wish to realise loans, and others 

may be prepared to take additional risk to buy these loan parts, though typically at a higher interest and a  

lower price.

The important thing here is that such loan parts offered for sale carry a clear disclosure of the risk and 

additional risk warnings, prior to purchase.

Where the reason for the non-payment is sufficiently serious that we consider the borrower either cannot or 

will not continue making payments, we move the loan into “Recovery” and immediately suspend trading in  

that loan.

You are also able to offer 
loan parts at a discount. 
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How does a seller set the interest rate? 

When setting the sale price of a loan part, the seller should take into account the speed at which a sale is 

required. Other loan parts may be available and the seller should also consider these when setting their own 

price. 

As a seller, you can demand a high price if the loan has been performing and the initial interest rate bought is 

higher than currently being offered by new loans offerings. The term left to run on the loan part will also have a 

part to play in attracting buyers.  See more in ‘How to buy and sell in the Marketplace’.

A note on coupons:

When the loan part was originally purchased, there was a set rate of interest to be paid by the borrower. The 

‘coupon’ is the underlying interest rate that the borrower is paying on the loan part.

How to keep your money working with Autobuy

Autobuy allows investors to place offers to buy loan parts in the Marketplace automatically. It is an excellent 

way to make sure your portfolio of investments stays balanced over time. It also prevents prevents uninvested 

cash building up in your account, earning no interest.

With Autobuy, you can set offers with different time limits and Effective Annual Rates (EARs) to make sure you 

get a good deal – and you can review or cancel your offers at any time.

You can use Autobuy in the Marketplace in three ways:

An offer to buy: you specify how much you want to purchase and the EAR you want to achieve. Sellers can view 

the offers and sell all or part of their loan instantly.

Single offer: you can also create a one-off single offer, for example to buy into a particular loan.

Repeat offer: this is a great way to keep your investment in a loan at a desired level over a period of time. As 

borrowers progressively repay their loans, the investment level of any given investor will fall. Repeat offers can 

be used to buy you back in automatically.

You can set up Autobuy at any time on the investor platform.

As a seller, you can demand 
a high price if the loan has 
been performing and the 
initial interest rate bought is 
higher than currently being 
offered by new loans offerings
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How do I manage my investor account? 

When you log in to your investor account, you will see your investor Dashboard.

This shows you key information about your personal account with FundingKnight. It includes the total amount 

you have invested in loans, the cash you have available to invest, the loan parts you have purchased, and your 

personal details. 

From your Dashboard, you can also access other areas of the investor platform – for example to add funds to 

your account, or change your personal settings.

What is accrued interest? 

Under our loan agreements interest arises daily. Until that interest is paid by the borrower it is treated as 

accrued interest and belongs to the current owner of the loan. When a loan part is sold, the price paid by the 

buyer includes any accrued interest due to the seller at the date of sale. For most UK taxpayers, the accrued 

interest as at the sale date forms part of the seller’s taxable income.  When the borrower pays the interest, the 

buyer receives a credit, so that they are not taxed on the same income as the seller. 

How to withdraw cash automatically

Once you start investing, you will normally receive a monthly payment which consists of the interest and capital 

owed on your loans. When this reaches your investor account, you are free to reinvest or withdraw the funds as 

you wish into your nominated bank account.

You can make a one-off withdrawal at any time by logging in, navigating to ‘My Money’ and selecting ‘Withdraw 

Money’.

If you want to take a monthly income from your account – or avoid building up a large cash balance on your 

account – you can also use our Automatic Cash Withdrawal function. You can choose from three  

withdrawal options:

•  A fixed amount each month: best if you want to receive an income from your FundingKnight account

•  All your available funds each month: best to minimise “cash drag” – the impact of leaving cash earning zero 

interest. (You only earn interest on money lent to borrowers, not on the cash balance on your account.)

•  All but a set amount each month: best if you want to continue investing without letting too much uninvested 

cash build up.

Once you start investing, 
you will normally receive 
a monthly payment which 
consists of the interest and 
capital owed on your loans.
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To use Autobid, you simply need to tell us how much you wish to withdraw, and the day of the month you want 

your withdrawal to be processed.

How do I control the information I receive? 

We only want you to receive emails that will be of interest to you. Once you have registered with 

FundingKnight, you can check and adjust the level of communications you receive on the communication 

preferences page via your investor Dashboard.

Please note: we will only override your communications preferences to advise you of changes to our Terms & 

Conditions, provide material information that affects your investments, or to meet regulatory requirements.

How do I get technical support? 

If you are having any technical difficulties using our investor platform, please see our Support and Resources 

section, or contact our team.

If you are having any 
technical difficulties using our 
investor platform, please see 
our Support and Resources 
section, or contact our team.
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What are the risks? 

There are risks with every type of investment, and crowdlending is no different. Although we carry out a lot of 

due diligence, you should assume that a small proportion of loans will run into difficulties.

Once a loan has started, FundingKnight monitors repayments regularly – and we pursue any late payments. 

Where a business fails, we will do our best to recover your money, but this may not always be possible. You 

could then lose part or all of your investment in that loan.

Please note: FundingKnight does not currently offer a compensation scheme to protect against any losses, 

should a company that you lend to default on the loan.

This is why we strongly advise you to consider the risk ratings that we assign and to spread your investments 

across as many loans – and types of loans – as possible. This will minimise the impact of any one investment 

failing, and any bad debt.

To find out about our current default rates, please see our Statistics page.

What is your screening process for businesses? 

Before any loan auction is approved, our experienced lending team carry out a significant amount of due 

diligence. As well as asking for financial and management information upfront, they run external checks and 

conduct a detailed telephone interview.

We use historic and traditional credit scoring. However, while the past is important in allowing us to form an 

opinion about the management’s strengths and abilities, it is the future cash that will see the loan repayments 

made. That is why we equally consider the ‘direction of travel’ of the business – where it is now and where 

it is going. The core consideration with any loan opportunity is our assessment of the people. The financial 

performance of a company is only ever the by-product of the decisions made by the people.

Strategy and risk
Once a loan has started, 
FundingKnight monitors 
repayments regularly – and 
we pursue any late payments. 
Where a business fails, we 
will do our best to recover 
your money, but this may not 
always be possible.

3
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Getting ‘buy-in’

One of the results we aim to achieve as a result of our interview is to get the borrower’s emotional “buy-in” 

to the crowdlending concept. They are not borrowing from an anonymous institution. Instead, a number of 

individuals are entrusting part of their savings to them. They have to respect this relationship of trust. We find 

this approach often has a significant impact on the borrower’s determination to respect his obligations  

under the loan.

Once a case is ready for consideration, we operate a credit committee comprising senior FundingKnight 

executives and external appointees from a financial or lending background to agree the loan is suitable for us to 

offer to investors.

Continual communication

While the specific lending criteria vary between Business, Property Bridging and Green Energy Loans, our 

guiding principle has always remained the same: we only approve loans that we would be prepared to invest in 

ourselves. Indeed, our management team has personally invested in every single loan auction, alongside other 

investors, since FundingKnight was founded.

We also don’t stop working once a loan has been arranged. Our borrower team closely monitors and 

communicates with borrowers throughout the lifetime of the loan. This includes requesting periodic updated 

financial and management information. In addition, we continue to monitor companies through external credit 

agencies for any changes to credit scores or other potentially relevant information. 

For more detailed information, see our borrower requirement pages on our website. 

How do you grade the risks for each loan? 

Our Shield, Castle and Windmill rating system shows you the risk bands that we consider each loan falls into:

•  Business Loans: rated 2-5 shield

•  Property Bridging Loans: rated 3-5 castle

•  Green Energy: Windmill

One of the results we aim 
to achieve as a result of 
our interview is to get the 
borrower’s emotional “buy-in” 
to the crowdlending concept.
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The rating we allocate is how we view the risk of lending funds to any particular company. The higher the 

rating, the lower the perceived risk. In other words, “5” is awarded to the strongest borrowers.

When bidding in auctions or buying and selling loan parts in the Marketplace, investors may ask for a higher 

interest rate for loans with fewer shields to help compensate for the increased risk.

Please note: our team will have analysed the information provided by the borrower and asked relevant 

questions regarding their business and financials. However, we cannot and do not warrant that those 

statements are true, nor do we endorse or recommend the merits of any of the loan offered to investors. Before 

making any decision to investors you should consider that each and every loan carries the risk of loss of some 

or all of your money.

How many loans should I invest in? 

We recommend that every investor builds a diverse portfolio to limit their exposure to risk. There is no set 

formula – the exact balance depends on your preferred investment style and appetite for risk.

We would always recommend that you spread your investments, so that you will minimise any losses if any one 

business fails. For example, using £2,500 to buy 100 different loan parts.

The quickest way to build and diversify your investment portfolio is to buy and trade loan parts  

in the Marketplace.

Do all loans get fully funded? 

Yes. We have taken two steps to ensure that borrowers know they will always get their loan when the auction 

closes, and that investors know they can start earning interest immediately on all successful bids: 

The borrower is committed before the auction starts.

Before the auction begins, the borrower completes legal documentation committing to accept the loan, 

provided that the average rate of interest achieved in the auction is at, or below, a maximum rate (known as the 

‘Reserve Rate’).   

We ensure that auctions are fully filled at the Reserve Rate.

When bidding in auctions or 
buying and selling loan parts 
in the Marketplace, investors 
may ask for a higher interest 
rate for loans with fewer 
shields to help compensate 
for the increased risk.
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A group of corporate investors including GLI Finance Ltd (GLIF), a company whose shares are listed on AIM and 

a shareholder in FundingKnight, have agreed to participate in each auction and invest in whatever proportion of 

the loan which is not taken up by other investors.

They do this by bidding in the auction alongside other investors. Their bids are placed gradually during the life 

of the auction and all bids are at the Reserve Rate. They cease to bid when the Reserve Rate for the auction has 

been met.

Are the loans guaranteed or secured?  

Most loans are backed by personal guarantees. In certain circumstances, for example with larger loans, we will 

look to take security. 

Can the borrower repay the loan early? 

Yes. There is no early redemption charge to borrowers. If a loan is repaid early, investors will receive the return 

of capital and any accrued interest to reinvest.

For Property Bridging Loans, we require a minimum of 3 months interest to be paid. 

How do you manage late or non-payments? 

If a loan defaults, we will work with the borrower and any guarantors to recover whatever is possible and 

distribute any recovered funds proportionally to the investors in the loan.

If a borrower goes out of business, we will work with the administrator to recover as much as possible from the 

company. We will also activate any security taken at the time of the loan and invoke Personal Guarantees given 

by the principals. In some cases, we may choose to appoint a debt collector.

Under these circumstances, FundingKnight will keep you informed and updated with as much information 

as possible, so that you will be aware of the current status of any defaulted loan. We will inform you by email 

whenever we publish a new update, which will be shown in the ‘Updates’ tab on the loan details page.

FundingKnight believes in complete transparency when it comes to loan repayments. That is why we classify 

our funded loans into four categories:

Most loans are backed by 
personal guarantees. In 
certain circumstances, for 
example with larger loans,  
we will look to take security. 
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Performing loans – there is no reason to believe that the loan won’t be paid. The odd payment may be late but 

overall we are comfortable the loan will be repaid.

Non-performing – either the borrower has a repayment due of more than 45 days or we are no longer 

comfortable that the loan will be repaid on time. We are in regular discussion with the borrower and will keep 

investors updated throughout.

Note: Loan parts may still be traded in the Marketplace, but with additional risk warnings, and the sale offer will 

no longer show a rating or an expected annual return to prospective buyers.

Loans in debt recovery – we have become aware of a material event (such as liquidation) which has caused us 

to either start formal debt recovery proceedings, or start asking for payments from the guarantor.

At this point, trading in the Marketplace is suspended. It can take a long time to recover loan debt and security, 

especially if care is taken to maximise the amount recovered (rather than to conclude the case quickly). In the 

majority of cases we are therefore unable to estimate the likely amount that may be recovered.

Loans written off – there is no potential for further settlement through debt recovery proceedings following a 

business failure. At this stage, it will appear on investors’ tax statements as a capital write-off, but will no longer 

appear on your Dashboard page, which reflects your current portfolio.

How many FundingKnight loans have defaulted? 

Please see our screening process and risk grading for more details. However, you should always assume that a 

small proportion of loans will run into difficulties.

Our current estimated annual default rates per Shield rating for Business loans are:

•  Five Shields: up to 0.50%

•  Four Shields: up to 1.25%

•  Three Shields: up to 2.00%

•  Two shields up to 3.25%

Our current estimated annual default rates per castle rating for Property Bridging loans are:

Please see our screening 
process and risk grading for 
more details. However, you 
should always assume that a 
small proportion of loans will 
run into difficulties.
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•  Five Castle up to 0.25%

•  Four Castle up to 0.50%

•  Three Castle up to 0.75%

•  Our current estimated annual default rates per castle rating for Green Energy loans are: 1.00%

Can you help me choose which loans to invest in? 

No, we do not offer an advisory service. However we do seek to provide you with sufficient information to 

allow you to make an informed decision. 

Our analysts give each company a risk rating, which will help you to determine the creditworthiness of the 

company. We cannot and do not endorse or recommend the merits of any of the loans offered to investors.

Before making any decision to lend you should consider that each and every loan carries the risk of loss of 

some or all of your money. 

Can I invest through a pension fund? 

It may be possible to invest in FundingKnight loans through a pension scheme. if your scheme allows you 

to select investments, such as a Small Self-Administered Scheme (SSAS). We are in the process of making 

arrangements which will allow you to set up a specialist Self Invested Pension Plan (SIPP) to invest in our loans; 

most general SIPPS are currently unable to do this for regulatory reasons. If you are interested in obtaining 

further information about SIPP investment, please contact kay@fundingknight.com.

How is my information stored? 

The information you give us is held on FundingKnight’s systems. You are fully protected by UK Data Protection 

legislation. Our systems are fully compliant with EU regulation. You can find more about how we use your data 

in our privacy policy.

Will I remain anonymous on the site? 

Yes. All bids on our site and any questions asked to borrowers are listed anonymously as ‘hidden’. We will never 

Our analysts give each 
company a risk rating, which 
will help you to determine  
the creditworthiness of  
the company. 
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reveal or display your personal details on our site. You can find out more about how we use your data in our 

privacy policy.

What happens if FundingKnight ceases to trade? 

In the event that FundingKnight ceases to trade, we have appointed Complete Cash Management Limited to 

administer the collection of loan repayments and apportion them to the relevant investors. You will continue to 

receive the interest and capital payments due to you.

Any un-invested funds held in your investor account are held by our bank in a designated client account and 

ring-fenced from the assets of FundingKnight. These funds would therefore continue to be separate from 

FundingKnight Ltd and not available to its creditors. 

In the event that the bank holding your funds should get into difficulties then your cash is protected by the 

Financial Services Compensation Scheme, even if you have committed it in our auctions. However the Financial 

Services Compensation Scheme does not apply to funds invested in loans.

How is FundingKnight regulated? 

FundingKnight is authorised and regulated by the Financial Conduct Authority (FCA) and registered with the 

Information Commissioner’s Office (ICO).

Crowdlending (P2P lending) only became a regulated activity on 1 April 2014, the same time that Consumer 

Credit regulation was transferred from the Office of Fair Trading to the FCA.  In order to manage the transition, 

the FCA granted Interim Permission to all firms who had a Consumer Credit Licence at that date; it then 

allocated time slots when the firms could apply for full authorisation.  FundingKnight is now in the process of 

applying for full authorisation.

We’re here to help

Any questions? Please get in touch with our friendly, expert team

Call us: 02392 985 267 

Email us: info@fundingknight.com

In the event that 
FundingKnight ceases to 
trade, we have appointed 
Complete Cash Management 
Limited to administer the 
collection of loan repayments 
and apportion them to the 
relevant investors.
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Contact us
Correspondence address

Enterprise House
2nd Floor, 27-29 Market Street
Eastleigh
Hampshire
SO50 5RG

Registered office

3 Acorn Business Centre
Northarbour Road
Cosham
Portsmouth
PO6 3TH

All enquiries please contact

info@fundingknight.com 
or call us on 02392 985267

www.fundingknight.com


