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Chair’s Summary of the ASEM Seminar on All-Dimensional Support to the Financing of SMEs 

    On 11 October 2017, representatives of government, business and academia from ASEM partners gathered in Guangzhou, China and attended the ASEM Seminar on All-Dimensional Support to the Financing of SMEs, themed as “Focusing on Inclusive Finance and Serving SMEs”. Participants conducted in-depth discussion on three issues: innovating SME financing products and models, expanding diversified financing channels for SMEs, and improving the SME financing service system. This Seminar is a follow-up to the ASEM Seminar on “Financing Small Medium Enterprises (SMEs) in Asia and Europe” held in Rome, Italy in 2015. 

Participants recognized that SMEs form a pillar of economic development and an important engine of employment, innovation and economic growth in all countries. However, “financing difficulty” has already become a key obstacle that constrains the survival and development of SMEs. Under such circumstances, participants highlighted that inclusive finance plays an important role in dealing with the new realities and challenges in financing SMEs. Countries in Asia and Europe should act in the spirit of mutual benefit, cooperation and reciprocity, adopt a more open and inclusive attitude, connect development initiatives such as the Belt and Road Initiative, Master Plan on ASEAN Connectivity 2025 and EU’s Juncker Investment Plan etc., facilitate capital flow, share best practices on financing SMEs, strengthen policy exchanges and coordination, innovate inclusive financial products and services. 

Through in-depth discussions, participants proposed a variety of ‘best practices’ and policy recommendations as follows: 

Innovating SME Financing Products and Models

    1. Promoting financial inclusion for SMEs. Financing policies should expand SMEs’ access to mainstream financial services and products at a reasonable cost. Financial inclusion strategies should include reviewing the legal and regulatory framework of the financial sector, defining a fair intervention strategy and identifying appropriate delivery instruments, ensuring the expansion in the coverage of bank credit services to SMEs and the existence of financing tools for groups excluded from the formal banking sector. Microfinance schemes should be given adequate attention, particularly in developing countries as a means for SMEs to gain access to small amounts of funding at an affordable cost.

    2. Enhancing banks’ credit capacity for SMEs. As the major source of external financing for SMEs, banks and financial institutions should fully leverage their main channels, adopt such measures as securitization, special bond issuance, adequate provisioning, new technologies and mechanisms to underwrite risks, and develop and design new financing products for SMEs. 

    3. Encouraging SMEs to effectively use more extensive asset financing. SMEs, particularly innovation-oriented ones, are encouraged to conduct chattel financing including intangible assets such as patents and trademarks, inventory, and receivables. Large-scale enterprises are encouraged to leverage their core status advantages in the supply chain, support matching SMEs to conduct supply chain financing, cooperate with financial institutions and help SMEs confirm receivables. 
    4. Perfection of the SME credit risk sharing mechanism. Guarantee and insurance play an important role in increasing trust and sharing risks to overcome financing difficulties for SMEs. Therefore, financing guarantee institutions should be vigorously developed. Insurance institutions are encouraged to develop appropriate financing insurance products for SMEs. Also, financial institutions are encouraged to work with guarantee and insurance institutions to explore the sustainable business cooperation model. 

    5. Financial service model innovation for small and micro companies. Financial institutions in the banking industry should make use of technical means such as the Internet, cloud computing and big data to optimize the loan application and approval procedures for SMEs, explore the possibility of establishing independent approval and credit access standards for SMEs, lower the threshold and cost of financial services, and expand the service scope. New channels such as Internet banks or mobile banks are encouraged to be used to provide comprehensive financial services to small and micro companies so that services are more convenient and qualified SMEs have access to financing more conveniently and quickly. 
    6. Encouraging Asian and European financial institutions to strengthen cooperation. Business models and products should be innovated and exchanges and communication in such fields as global cash management, overseas merger and acquisition, overseas investment and overseas consultation should be optimized to provide SMEs with financing support. 
Expanding Diversified Financing Channels for SMEs

    7. Supporting SMEs to use different non-traditional financing instruments and channels. Recognizing the complementary nature of the role of banks and other financing channels, access to a sufficiently broad range of SME financing instruments is desirable to adapt to specific financing needs, forms and scale of SMEs at different stages of lifecycle. Multiple financing sources for SMEs aside from banks should be supported, and SMEs’ awareness of available financing options should be increased through targeted guidance on the application of financing instruments. The development of alternative financial instruments for SMEs should also aim to attract a wider range of investors and to enhance their understanding of SME markets.

    8. Energetically developing SME equity financing. The role of multi-level capital market in supporting the development of SME financing should be given full play. Hybrid financing instruments should be vigorously developed to expand the capital scale of SMEs and boost investment in innovative start-ups and high-growth SMEs. Special consideration should be given to venture and private equity financing, including seed fund and early and later stage investment instruments.
    9. Giving full play to the role of bond markets. Policy makers should adopt effective measures to optimize the environment of bond financing for SMEs, develop appropriate convertible bonds for their investment, merger and reshuffling, reduce the cost of bond issuance, and improve the risk control mechanism for SME bonds.
    10. Leveraging the helpful role of the Internet in boosting inclusive finance. The advantages of peer-to-peer lending and equity-based crowd funding, including high efficiency and convenience, extensive objects, and low threshold should be leveraged to meet such financing demands of SMEs as microfinance, quick speed, high frequency and flexibility. 
    11. Improving transparency in SME financial markets. Information asymmetries in financial markets should be minimized to increase market transparency, greater investor participation shall be encouraged and financing costs for SMEs shall be reduced. It is our objective to increase the accuracy of financing risk evaluation for SMEs, therefore we can standardize credit risk information, make such information accessible to relevant market participants and policy makers, and foster the sound development of both debt and non-debt SME financing instruments.
Improving the SMEs Financing Service System
    12. Establishment of standardized SME financing information system. Government departments should step up cooperation with financial institutions, regulatory agencies and SMEs and integrate SME financing information so that relevant market participants and policy makers are able to fully acquire information on their financing needs, the degree to which these needs are met, and the gap to provide basis for policy formulation, implementation and evaluation.
    13. Strengthening the forging of SME credit evaluation system. Big data and other means are encouraged to be used to collect information on SMEs from multiple channels, expand the sources of information and data on SME credit, and create unified SME credit files by referring to the basic database of corporate and personal credit information. We should give full play to the role of credit intermediaries such as credit guarantee, rating and investigation to cultivate credit, extend financial services and increase financing opportunities for SMEs. 

    14. Beefing up publicity and education on inclusive finance. It is important to establish a long-term mechanism on the universal education of financial knowledge, increase SME credit awareness, and strengthen financial information disclosure and risk warning; financial institutions should provide more guidance to the financing of SMEs to increase their understanding of various types of financing instruments; it is also necessary to encourage SME managers to master such skills as informationization, financial accounting and risk planning, perfect the internal management and financial system, and improve the communication and exchanges between SMEs and investors. 

    15. Formulating SME financing public policies. To enhance SME access to financing, the formulation of public policies should ensure financial inclusiveness, cost effectiveness and corporate convenience. Policy objectives between different levels of government and between the government and market should be kept consistent. In policymaking process, indicators such as target groups, qualification standards, credit risk management and cost structure should be seriously considered and clearly defined to enable SMEs to better understand those policies. 

Promoting the monitoring and evaluation of policies to support SME financing. Policy makers should cooperate with financial institutions, SMEs and other stakeholders to perform ex ante and ex post evaluations based on originally determined policy objectives and promote regional, national and international policy dialogues and exchanges of experiences, in order to understand how to more effectively monitor and evaluate SME financing policies. 

    Participants thank the Ministry of Industry and Information Technology of China, the Ministry of Foreign Affairs of China, the People’s Government of Guangdong Province and the Bank of China for hosting the Seminar. They also thank Italy for co-sponsoring the event. They welcome the Chair to report the outcome of the Seminar to the 13th ASEM Foreign Ministers’ Meeting to be held in Myanmar in November 2017.



