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 Contribution of SMEs to an economy 
 
 Challenges to SME financing 
 
 Credit Information Issues 
 
 Design of Risk Sharing  

 

 Debt Financing: Public Credit Guarantees and Collateral 

 

 Equity Financing: Risk Capital 





Source: W. R. Lam and J. Shin (2012) 





 Risk:  
 Higher credit risks 
 Lack of reliable risk measures and 

records (financial statements) 
 Little credit history 

 
 Collateral 
 Lack of or inadequate collateral 
 Burden of personal guarantees 

 
 Costs 
 Lower debt service capability  
 Higher monitoring costs 
 Higher transaction costs for small 

loans 
Source: R. Samujh, et al. (2012) 



 Provide information to 
estimate repayment capacity 
 

 Reduce asymmetric 
information 
 

 Help set interest rates based 
on risk 
 
 

 Positive correlation between 
credit information sharing 
and credit availability 
 

Source: Mckinsey (2012) 



 Japan: CRD 
 Korea: KCB and NICE  
 Malaysia: mandatory 

participation 
 
 Thailand: two credit agencies. 
 Indonesia: The CIB was created 

by the BI. Plans to create a 
private one. 
 

 China: The central bank 
established the PCIC.  

 India: Many credit bureaus, but 
the CIBIL is the most important. 
Source:  Standard Chartered  (2013) 



 
 Comprehensive and timely data coverage 

 
 

 Non-financial information 
 e.g. utility payments, rental payments, and phone bills 

 
 

 Coordination among authorities and institutions 



 Debt Financing  
 

 Public credit guarantees 

 

 Collateral 

 
 Equity Financing 
 

 Risk capital 

 
 



Source: OECD (2013) 





 According to a study into 
70 guarantee schemes,  

 
 17 guarantee schemes 

cover 50% of credit risk 
 

 8 schemes cover 100% of 
credit risk 
 

 The remaining 45 schemes 
cover between 60-80% of 
credit risk 
 
 

Source: KPMG (2011) 



Source: W. R. Lam and J. Shin (2012) 



Source: W. R. Lam and J. Shin (2012) 



 Weaken credit risk assessment of lenders 
 

 Understate credit risk 
 
 Crowd out non-guaranteed loans and  
     limit incentives to restructure SMEs 
 
 Guarantees could lead to misallocation of resources 

and undermine the healthy dynamics of SMEs. 



 Challenges in collateral 
 Intangible Assets 

 A fair value of collateral 

 Personal guarantees 

 
 Registry reforms 

 Establish property 
registers 

 Enhance bankruptcy 
procedures and court 
systems for recovery 

 
 





 
 Develop credit information and market infrastructure. 

 
 Limit excessive interventions in credit guarantees to 

avoid distortions. 
 

 Broaden the range of collateral 

Enhance property rights and contract enforceability. 
 
 Promote risk capital 
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