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(2) Lack a sufficient track record

(3) Insufficient Collateral
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Government
Tools

Other Subsidies = Credit Guarantee

(Tax-exempt credit)

Efficient Tool for government to alleviate SME funding constraint

—

¢ Credit Guarantee directly raises the bank’s return and address the rationing problem
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= Credit guarantee as a popular tool to improve SME access to finance in
line with national SME policies

v’ Partially or fully government owned specialized institutions
v' SMEs as target clients for government programs
v’ Supervised by Finance/Line Ministry or Central Bank

= Risk-sharing arrangement

v" Fully / Partial credit guarantee (with/without collateral)
v’ First Loss Guarantee

= Centralized system
v Regional CG arrangement yet to be established (excl. JAP & KOR)
= Creditinsurance

v Re-guarantee system yet to be established (excl. JAP & KOR)

Source from ADB
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® Fill the supply-demand gap in SME finance

® Help to lower funding cost for SMEs

® Alleviate financing constraints and facilitate working capital financing for SMEs
®  Mobilize SMEs’ savings to investment

® Increase long-term survival rate of SMEs

®  Provide a chance for SMEs to grow further

®  Contribute to Financial & Economic Additionality
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31U SMEs ”
do v a AUUA esHU @,29@ 118,379 356,487
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\ (82,295 318 / 1,181,000 318) (82,295 918 / 2,763,000 318) (257,360 au. / 4,361,192 au.)
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Aasiin1saanlasanIsniIsAmlsznulnunnga Service Lilunisianiy
¢ Start Up SMEs
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® Innovation & Technology Oriented SMEs

n191lad4ni Incentive Misalignment LU LIUDIRDNLUNITIEU

® Performance Base Pricing AINANUUNITIEY
(é’nﬂmzmeﬁ?ﬂszﬁuam% 11l Portfolio Guarantee UBILARLEUIANST)

® Contribution of Participating Bank (faasginsluilsemenival, udu, ajﬂu)

® Coverage Ratio Auction System (FOGAPE) (fantelutlszinAdia)
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Overview Credit Guarantee in Japan

National Government

Subsidies for Ministry of Finance
Local Governments CGLC'S fund Ministry of Economy, Trade and Industry
(Small and Medium Enterprise Agency)
Supervision | Subsidies for compensation assefs

Contributions / Loans

Japan Federation of
Credit Guarantee

Corporations (JFG)

Compensation
for the loss

Fund for Credit Insurance

Credit Guarantee Japan Finance

Corporations Corporation
(52 CGCs) Insusance (JFC)

contracts

Credit Guarantee
Consignment Contract

Guarantee

Contract

Financial
Institutions

SMEs and
Micro-cntcrprises




Ya g Credit Supplementation System in Japan

Credit Supplementation System Usgnaunie
1. n15A1UsENUAULYD (Credit Guarantee System) AUI8UTSUAMULESIAINFITUNITRUN A

Auidoun SMEs Ao CGCs wazdl Japan Federation of Credit Guarantee Corporation (JFG) fivae

atuayuRungulawn CGCs
2. n13UseuAuldia (Credit Insurance System) Smiined1u Small and Medium Enterprise (SME) Unit

nelaaa1du Japan Finance Corporation (JFC) vintniilnusnisanunisuseaugduitiswn CGC

Credit Guarantee System Credit Insurance System
| nFsi?i:tTg:rlw . Credit Guarantees Comprehensive Insurance Contracts
Loan JFC
Subrogated Payment CGCsMota) (52) Insurance Money (SME Unit)
SMEs and
small business Recovery Payment of Recovered Funds

operators
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ﬁ Credit Re-Guarantee Performance in Japan
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Overview Credit Guarantee Scheme in South Korea

Government
Sector

Guarantee
Institution

SMEs

Financial
Institution

Central
Government Contribution

Local
Governments (16)

Contribution m Reguarantee

KODIT KOTEC

A

S

Contribution

CGFs (16)

Loan

Guarantee




The contribution for CGFs’ guarantee in South Korea

(Unit : 100 million KRW)

Category

Organization 2008 2009 2010 2011 2012 2013 (Jan~May)
Central government 154 2,700
Local governments (16) 808 655 1,473 707 704 616 326

S ety | e e s ss| | e am

Banks (voluntary & etc) 95 122 249 343 1,042 1,225 349

Central government 105 330 2,600 200 300 1,100

KOREG Banks (by law) 169 187 192 187 189 181 60

Banks (voluntary) & etc 495 435 207
3000
2500
2000
1500
1000

.- ®%cccee o °
®ees .

500
0

2007

2009

2010

2011

2012

2013(Jan~Jun)
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Taiwan CGC’s Source of Fund

(Unit : TWD)
Source of Fund 2008 2009 2010 2011 2012 2013*
Government 6,500.00| 6,000.00| 5,611.20| 5,695.60| 5,411.00| 4,081.00
Banks 2,057.62| 2,012.21| 1,527.43| 2,051.34| 2,147.00| 2,500.00
Others 2.50 7.50 10.00 10.00| N/A N/A
Total 8,560.12 | 8,019.71| 7,148.63| 7,756.94| 7,558.00| 6,581.00

According to the Act for Development of SMEs, the total amount of donations
from various financial institutions may be adjusted upward annually until

reaching 35% of the total donation amount.
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Next Research:
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Outstanding Guarantee & Government Subsidy in Japan

(Trillion JPY) . (Billion JPY)
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