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SMEs are the backbone of SEA, contributing to key growth matrices

49% of GDP

3 out of 4 jobs

99% of enterprises

Source: SME Policy Index: ASEAN 2018:
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They are financially under-served by banks leading to huge gap

Micro and SME credit gap? Gap by count?

USS$ billion % un/ under-served B el OW 60%

SMEs have access to bank loan

Philippines 48 62%
Thailnd 41 58%
Vietnam 24 n/a

$320B

SME financing gap*

Singapore

| ~$200B credit gap in
Malaysia .21 our current markets @
B

' World Bank IFC, 2011/ 2017 “SME Finance Forum”, by benchmarking economies for potential demand and subtracting supply.
2PWC , 2019 “Indonesia’s FinTech Lending” and Deloitte, 2015 “Digital Banking for SMESs”
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3 out of 5top SME challenges are financing related

Top business challenge for SMEs
% of respondents

improving commerce | 43%
Managing cashflow | 35%

Managing staff turnover

Access to credit | 22/

Managing logistics

Managing transactions

Source: Oliver Wyman SME survey July 2019
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Among Iit, unsecured working capital is the largest pain point

Purpose of the credit need Reasons for no/ partial approval of credit
% of respondents, multiple choices permitted % of respondents, multiple choices permitted
34%
29%
21%
20% 21% =i 18%
° 16% 16%
14%
12%
9%
7%
5 .
M&A Buy real estate Investments Imports/exports Overseas New equipmentWorking capital Dont know Dropped No Lack of Weak Poor Lack of
investments application  relationship  documents financials repayment collateral/
record guarantee

Source: Oliver Wyman SME survey July 2019
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SMEs are not ‘sub-prime’ banking, but require different banking

Banks find SME to be a big Banks see ‘obstacles’' to There is limited financing
| ‘ | n n ,

and good market* serve SMEs option for ‘missing middle
g »

Macroeconomic shocks
market - Commercial Private equit

bank debt quity
2% | |
Conservative regulation
9%
18% 3%
' >N ssing mi
Small Lack of competition “Missing middle”
45%
market .
Low competition is associated Fam”y and Money
Weak legal environment ¥ with barriers disfavoring SMEs friends lenders
0% e.g., bundle unwanted products
0% 0% 0%
Absence of catalysti.e., No credit info infrastructure e.g., $25k _ _
Bleak prospect Good prospect not presence of obstacle credit bureau, collateral registries Micro finance
Developed countries [l Developing countries Developed countries [ Developing countries

" International Finance Corporation (IFC), 2009, “The SME Banking Knowledge Guide”
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This results In the rise of debt crowdfunding platforms

Short-term credit to SMESs

Micro to small Listed Co
Including sole proprietors’

2

SME Digital Financing Platform Short-term investment to public

#1 in Singapore, Indonesia & Malaysia Retail and Als to institutions
Including balance-sheet lending

1 Allowed due to special exemption from Ministry of Law
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Debt crowdfunding complements banks in serving a different need

Key differences Banks and FlIs Funding Societies | Modalku
Product Traditional loan Flexible loan

Size Big, > US$ 1M Small, < US$ 1M

Duration Long, 3 — 5 years Short, 1 — 12 months

Target segment Larger SMEs with collateral SMEs with good cashflow

User experience Mostly offline, slow Hybrid, fast
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It fills the gap between informal capital and bank financing

:‘f’; v

Internal / Informal capital | Debt crowdfunding/ Bank Financing Capital Markets
P2P Lending
@% Funding Circle +H+ UOB

w % w* &) funding societies SGX i

Family, relatives, friends < FundingKnight i‘g OCBC
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Thanks to proactive regulation, it has avoided the fate in China

46 ASEAN Today

FINTECH POLITICS INTERNATIONAL INDONESIA MALAYSIA MYANMAR PHILIPPINES SINGAPOR

Selected examples S

Sutibtlatdll OCTOBER 8, 2019 | WILL CLIMATE CHANGE SPELL THE END OF COAL AND HYDROPOWER IN THE MEKONG?

* Legal entities only mm

On borrowers « Max S$5M per borrower . . . :
per year for retail investors  HOW fintech & P2P lending are driving SME growth in
~ ASEAN
* No investment limit, with
On investors risk acknowledgement “The P2P lending model is proving extremely popular
* Regular escrow in Southeast Asia, with 39M SMEs — 51% of SME
sector — gaining access to finance that was previously
* Base capital requirement unavailable to them,”

On platform . Living will arrangement Tech Collective, 2019
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Since 2013, debt crowdfunding has gained significant traction here

P2P/ marketplace lending volume has
grown from $82M to $623M since 2013
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They are used not only by new SMEs, but also mature SMEs

New to financial service Top up to banks
‘Banks rejected me because “The loan approved by bank is
my business is too new” insufficient, | need more funding.”
Speed to funds Back-up to banks
‘I need funds urgently in the ‘I want to build relationship with you

next few days” early, in case of rainy days.”
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An example Is Funding Societies

Invest Borrow Refer Statistics Help S English Log In Sign Up

Borrow

Financing amount Length of financing
Full Name as in |IC / Passport

Email

est pear-to-pderfine Betform=~<g:- ¢ # [ P= - | @ . 31234567
2 By Mdnetary Authe L pore é & |

e TR R R 2 ] e ] . Company name

Total funded regionally SSiomma

Company type

| e Eamme T8 £7 RO T s H AL
- - it : ‘. .‘“,\vf § B — AP ‘ - > -t
- : L L M JEo iy G Bt e =
S$ 902 36 | I I|I IO l e =~ R - A ) Company revenue
. ) . = K N t.’

>$900M disbursed >1m loans 1.5% default to-date MAS FinTech Award
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Because to many, it IS more than money but dreams

Straits Times Social Media

C2

MONDAY JANUARY 14,2019 | THESTRAITS TIMES

. w
5 v

Mr Prasad Raj borrowed $50,.000 through Funding Societios to renovate his eatery
in 2007 after banks turned him down. 5T PHOTO KUA O

More turn to
crowdfunding
to finance
business needs

»

2]

A : ; . - :

S p()l'(' \(‘(‘ll\;{ l'l‘l)ld gl'“\\'(h mrecent ,\'c‘] rs Mr Nelson Ng Msueh Chin has borrowed about $200.000 through Funding Sociketies for his business of importing snacks
to sell at pop-up events here. He has paid off most of the loans, 5T PHOTD KA FAHA

Peer-to-peer crowd-investing platforms in

Aw Cheng Wei < 2 Mr Nelson Ng Hsueh Chin, 34,
How crowd-investing works who runs World Snack, which im

ports snacks to sell at pop-up

Banks gave restaurateur Prasad Ry When Funding Socicties ap clal health before they can be events here, borrowed $30,000
tha sald chaaildor whan he ackod s nrone< a nrndeet 1o he Haed an irc lierad anircnlatfarm throuch Fundine Sacietie< in 2017




More Iinfo at www.fundingsocieties.com
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