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SMEs are important economic agent in Malaysia

97.3% (645,136) business establishments SMEs cut across all sectors of the
in the country are SMEs economy

90%: Services
Manufacturing

3% Construction

1% Agriculture

0.1% Mining & Quarrying
SMEs contribution to the economy

Medium

— GDP Employment
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Malaysia has a comprehensive framework for SME development

* National SME Development Council was set up in
2004

* Chair: Prime Minister of Malaysia

* Members: 13 Ministers, Chief Secretary to
Government, Governor of Central Bank & Director
General of Economic Planning Unit

Significant progress made...
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SME Definition i  SME Masterplan

Centralisation of training
SME Macro Statistics programme & advisory

Information — Annual Report, SMEIPA,
Censuses on SMEs £ SMEinfo portal

New financial products — microfinance,
SME Development Framework ol guarantee

Financial infrastructure — SME Credit
SME Corp. as central _
coordination agency @  Bureau, Small Debt Restructuring

Scheme, transformation of DFls



SME Corp. is the Central Agency for SME development
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' Coordinate
programmes

policies

One
NSDC Referral
Centre
Formulate
policy &
undertake
economic
assessment
Secretariat to NSDC
Roles of SME Corp:
* National SME Policy
« Coordination of SME programmes
* Business development and outreach
MEEQ‘EP » Secretariat to NSDC 4




SME Corp. has specific programmes

I Promote development of dynamic, competitive and resilient SMEs in all sectors towards
: increasing SME contribution to the economy :

SME Corp. Initiatives
“Advisory apacity =Tech. & @ TR
Services _ Building _g

[ ) Business Accelerator Soft Loan SCORE & !
One ] ~| 1-InnoCERT | - - i

- Referral Prog' (BAP) for SMEs M-CORE i
Centre M : 7 | [ National :

. ) Micro Enrichment & ]

_ —  Enhancement = Mf‘rk of | SSFS 1 impact ;
Business (E2) Malaysian Analysis :

-| Coaches & - - | \__Brand SME i
Councilors J || skills Upgradin [ Emergenc : 1 :

- N - J | Industrial Fu?]d y | I\_/Iacti:_ro t|oerf. i

' / indicators :

SME Expert| |- SME Uni-Internship i Linkage : L ) :

| Advisory | Incentive i
Panels | Branding Innovation for M&A i
(SEAP) Centre (BIC) !

. ) | == = . GST i
| Bumiputera Enterprise 1 eVoucher |

Enhancement |

— Recognition Awards Tools for SME development i




Annual growth, %
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Resulting in impressive SME growth... but still lagging
compared to other high income nations

SME GDP vs Overall GDP Growth

Partly due to the S 13.6

redefinition of SMEs

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015e 2016f
-1.5

e==SME GDP «==Qverall GDP

Source: Department of Statistics, Malaysia, Ministry of Finance and SME Corp. Malaysia

Contribution of SMEs to GDP in 2014
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Why the SME Masterplan?

Public-private partnership Innovation and productivity-led

‘Live’ plan Outcome-based
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To unleash the growth potential of SMEs

4 key findings of the Masterplan........

Low Material share Low business Small no. of
productivity: of informal formation high growth
compared to large sector compared to high firms
firms in Malaysia in economy: income countries, contribute
& SMEs in 31% of GNI mainly registered most to
developed are sole economy
countries proprietorships &

partnerships
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A new SME development framework for innovation-led &

productivity-driven growth
Vision Globally competitive SMEs across all sectors that enhance wealth creation and
contribute to the social well-being

SME Development Framework

Expand number of
high growth and Raise productivity
innovative firms

Increase business
formation

Intensify
formalisation

Goals

|
I
|
|
I
|
|
I -
|
I Environment
[ -~

Institutional
Support
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Focus will be on addressing key constraints to growth

Constraints to Growth

O NNOVATION & MARKET ACCESS
& ECHNOLOGY & «  Procurement by Govt/LSls
Access to national innovation » Information barrier to exports
system » Limited focus on marketing &
* Low commercialisation & R&D branding
« Poor technology uptake « Low bargaining power
HUMAN CAPITAL LEGAL & REGULATORY
DEVELOPMENT Y 4 FRAMEWORK
« Workforce lacks job readiness — +  Licensing / permits
) ,I[;g‘i’;’]ilrj]gl'sat'on of existing | ~ « Complying to regulations
" » Legislations disincentivising
* Non-competitive rewards & :
benefits formation & growth

ACCESS TO INFRASTRUCTURE
FINANCING mm - Trade clearance and facilitation
Limited non-banking avenues P system

+ Poor creditworthiness « Low and infrequent trade
* Lack of know-how and volume

resources

Y
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Sources of

Business

Enablers

Lifecycle
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Institutional

Investors, VCs

and Angels

Challenges related to access to finance

%

Development
Finance Institutes

Financial Awareness

Banks —local /

international Agencies and
Ministries

Credit Rating

Underdeveloped non-

| banking sector limits

i SME avenues in early
stages

| Banks are risk averse —
| focus on growth stages,
proven technology and
asset based industries

@ Poor creditworthiness
| of SMEs limit capability
: to secure formal funding

SMEs’ lack know-how
| and resources to

| successfully apply for
funding
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http://www.google.com.my/imgres?imgurl=http://learnthat.com/files/2010/02/credit-report.jpg&imgrefurl=http://www.learnthat.com/quicktips/financial/creditrating.shtml&usg=__7CaHQ4n7uTp18uVEX8bBHyeU6KE=&h=339&w=474&sz=23&hl=en&start=4&zoom=1&tbnid=xpEpbl0kdBPHyM:&tbnh=92&tbnw=129&ei=67F6TrLuA8jMrQfO2onKDw&prev=/search?q=credit+rating&um=1&hl=en&sa=N&tbm=isch&um=1&itbs=1

While Malaysia has a relatively comprehensive financial landscape
for SMEs....

FINANCIAL LANDSCAPE FOR SMEs

BNM Special Funds

and Guarantee Government Funds

and Schemes

Schemes
BANKING DEVELOPMENT
INSTITUTIONS Credit Guarantee Credit Bureau INFSI'II\'IIAI'TJ'(I:':SII:IS
Schemes Malaysia

Government Crisis Funds

Venture Capital Leasing and Ar-Rahnu and Pawn Microfinance
Companies Factoring Broking Institution

‘r-‘"h-.
SMEcorr [ Crowdfunding ] r




..FIs have been the main source of external financing

financing

increased to 46.6% as at Nov 2015 from 30% in 2002

[ Share of SME financing to total business financing ] Fls account for 96% of total

Source of Financing of SMEs (% share) Financing Outstanding as at end 2014

DFls; 6%

Borrowings from Friends /

Relatives Govt. Funds
/ Schemes;
/ 2%
: , Bls; VC; 1%
External Financing (Banks, DFI, . RM225.9 bil:
etc.) 90% .
Factoring &

Leasing; 1%

Internal Financing (Retained
Earnings, Internally Generated

Funds, etc.)
0O 10 20 30 40 50 60
(SMEEQEP Source: Economic Census 2011: Profile of SMEs, Source: BNM, SME Corp. Malaysia and 13
S— Department of Statistics Malaysia (DOSM) Securities Commission Malaysia
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Financing start-ups & innovative and high growth SMEs
still a challenge

yncertain®

Lg
Information « oL
Asymmetry

Risky & Uncertain

Returng
Products are
Intangipe

Hard to Assess Produyct
Onetary Value

I qUidity

[

INNOVATIVE FINANCING

3ES OF
FINANCING INNOVATIVE SMEs

Lack of EXIT
Mechanis™
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Recommendations under the SME Masterplan

Resource pooling &
@ 6 High Impact Programmes @ shared services
(HIPs) Create demand for SME
4 Thematic Products & service

HIP 1

Integrate of Measures Reduce information
business asymmetry
registration Building capacity &
: & licensing knowledge
Inclusive

Innovation /& :

Improve connectivity &
@ basic amenities
Review restrictive laws &
East policies

| SME Malaysia Ease market access
Catalyst Investment

Programme 4 Partner 4
(SIP) @ trade system (single window)

Bankruptcy Law to give
entrepreneurs 2"4 chance

Completion of Integrated

Other
Measures Review SME taxation policy

Synchronise measures on

MEcorpP productivity enhancement

/Il""\
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SME Masterplan addresses the gap at start-up & early stages

Revenue emmmEmmmm=-
A
SME Masterplan: MyULM Main /ACE Markets
HIP3

Bond market/ SME bond

Debt/bridging loan

Private equity
Venture capital

Government grants

Business
Seed Start-up ,’ Development
N Valley of ’ Early stage Expansion Pre-IPO Maturity > Stage
. Death Mg
e
NS _-— ¢
Higher Lower
| ok G > risk

4 _ " - .
(SMECGHP Source: Securities Commission Malaysia i
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HIP 3 aims to address market imperfections

SME Investment Partner Programme (HIP 3)

Government
1 Seed capital
Funding Agency Private Investors
/\
SMEcorr * Capital repayment
\\-/ nnnnnnnn

o 2 g3 ° Share of returns
* Authorisation

* 2X matching loan @ 2%
« Monitoring SME Partners

* Debt, equity or hybrid
* Guidance

17



There has been growing sources of new funding for SMEs

Guarant lg

Corporation ccc

BAC

\PEC Business Advisory Couns

BANK NEGARA
MALAYSIA

Helping Your Business Grow

Growth Accelerator
Exchange (GAX)
platform

(P2P Platform)

Crowdfunding
under Digital
Malaysia

Investment
Account Platform
(IAP)

Crowdfunding Special Guarantee

( 6 licensed in Schemes
2015)

IP Financing
Scheme (IPFS)

SME Corp. Malaysia collaborative partners

()

MEcore



Increasing usage of guarantees by SME

« 42% applied for financing of which 93% approved
 Lending supported by increasing guarantees
« Banks also lending more without collateral

0
Approval rate (%) 100% 100%
- Approved
100.0 o mm——— N\ without collateral
| . | uarantee
| 94.2 94.2 . g
95.0 93.0 | 93.5 :
91.7 I I Approved with
: I guarantee
90.0 - l :
[ I Approved with
: : collateral and
85.0 - I i with guarantee
[ I
[ I
: I
80.0 - I : Approved with
I I collateral
[ I
|
75.0 . . . - . !
4Q 2012 3Q2013 1Q2014 3Q 2014|\1Q 2015 3Q 2015}
L L L -
Source: SME Corp. Malaysia Quarterly Surveys 1Q 2015 3Q 2015

7 g SME Survey SME Survey
(SMEcorr 1
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Government agencies & DFls offer guarantee schemes
for greater access to financing

Y-o-Y Loans Guaranteed Under All Schemes

14% e e e e

I "=
129 | 12% 11% 1 Worth more than RM59.5 bil. :
!

11%
o 10% - 9%

. Credit as
Guarantee 8% 7%
Corporation cGc 6% 6% 6%
Powering Malaysian SMEs” 6% -

4% I 3%

2%
2% I I
0‘96 =1 T T T T T T T T T T T

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

1

1

1

1

Bigger share for guarantee facility in 2014 (7.2%) as compared to 2013 (6.9%).
Facilities include ADB-EXIM Trade Finance Programme from 16 Asian countries

MALAYSIA

» Managed guarantee for working capital and financial industry restructuring worth
RM10 billion during economic crisis in late 2008 and was an important role in
pl" OkhaS reviving the Malaysian Economy in 2009
m— = Released Services Sector Guarantee Scheme of RM5 bil and the Flood Relief
Loan Guarantee Scheme of RMO0.5 bil were in Oct 2014

SMEcorrp 20
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Moving forward into 2020....

SME redefinition —>
Avg. 8.7% p.a.

\ SME GDP Growth for Economic Contribution
\ 2017-2020 : _
\ In 2020:
\
\ 2014 2020
\
6.0 GDP ‘ 35.9%]»|J
4.7 5.0 4.0-45
Employment } 65% b} 65%‘
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015e 2016f 2020 |
Exports ‘ 17.8% blm]

—SME GDP Overall GDP

SME (™ G‘HP 21
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Key take away points

1 I SMEs are key to any economy. They are the new “BIG”

2 Cannot just address financing in isolation but together with all other growth levers

3 Banks and capital markets are not geared for innovative SMEs, high growth firms nor
those in new areas of growth

4 Guarantees help to some extent traditional SMEs to have access but not for the above types of
SMEs

5 Need innovative SME financing for these kind of SMEs — new avenues and products. These
firms will be the future “Apple”, “HP”, market movers that generate bulk of GDP, jobs, exports

6 Avenues of risk capital for SMEs:
« Crowd funding
« P2P
« Other forms of platform funding
* Venture capital
* Angels

P 1 Still relatively underdeveloped. Governments would need to play a role for market
SMEEQﬁP creation of new financiers to fill in the gaps.

22
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_Thank you NN

www.smeinfo.com.my www.smecorp.gov.my 1-300-30-6000

| g | ﬁ Find us on Facebook
' | SME Corp. Malaysia
MEcorr &=



