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Strategies for Growth in SMEs

Topics to be Covered

SME and commercial bankers have a good grasp of credit, and an understanding of what separates a ‘good’ borrower from a ‘bad’ 
borrower. Addressing specific issues including incorporating and understanding of how the business environment impacts on 
borrowers and on credit analysis; early warning signals of potential failure by SME and commercial borrowers is very important to 
understand. More complex financial analysis, including, common techniques in misleading and deceptive accounting, and ways of 
understanding the operational and financial performance of SMEs with inadequate financial reporting are a must. Examining the 
potential of ‘fintech’ to change the credit process is also vital in contemporary times. This eBook will mainly focus on financial 
analysis of SMEs and the use of new technologies including Blockchain and how it can be implemented for the successful SME 
strategy.

It is of prime importance for a business to get an in-depth analysis of its SME’s financial structure. It helps to keep track of any 
discrepancies in the finances, performance in the specific industry, how much debt has been raised and a host of other 
performance indicators in the long run. Financing methods for banks and impact on resource flows to SMEs contain various 
features such as Funding issues; their liability structures and capital requirements of banks, Liquidity management; how do banks 
ensure their obligations are covered with adequate funding, and how does this impact weighted average cost of capital. Off-balance 
sheet risks; pricing and commitments on contingencies, and how these affect capital and liquidity planning.

1

SME
Financial
Analysis

Role of
Blockchain
for SMEs

Merchant 
Cash 

Advances

Supply 
Chain 

Finance

Institutional 
Route to SME 

Finance

Collateral-Free 
Financing 
Solutions

1. SME Financial Analysis



2

a. To finance the pre-shipment and post-shipment export-related activities, export credit

b. To facilitate trade and meet the performance and financial obligations, use bank guarantees and 
Letters of Credits (LCs)

c. Lease the assets bought by SME finance companies on behalf of the SME back to the SME

d. To secure advances from SMEs, use factoring and securitisation where illiquid assets are used.

e. Venture capital investments from individual investors or companies.

a. The SME bank and not the borrower will be charged for early payment of invoices.

b. Without adversely affecting the financial stability of the supplier, the buyer has the potential to 
extend the payment.

c. In Supply chain finance, up to 80% of the borrower’s invoice value are liquidated by SME finance 
company.

a. In Collateral-free financing solutions, those SMEs who do not want to provide any security can 
claim unsecured loans from SME finance companies.

b. Finance companies have also created technologies that can assess the credit-worthiness of the 
loan applicants and disburse the loan amount within 48-72 hours.

c. It is a handshake agreement between a borrower and a lender. If the borrower pays his dues in 
time, a cordial relationship develops between both the parties which leads to easier financing, and 
better terms in the future.

d. Collateral-free loans come with other advantages as well like attractive and subsidized rate of 
interest, flexible repayment tenure, bill discounting, product development funding, quick and hassle 
free processing of applications etc.

a. In Merchant cash advances, SMEs using Point-of-Sale (POS) terminals can avail unsecured 
loans or advances.

b. The quantity of the loan depends upon the monthly credit card sales generated.

c. Until the advance is paid back in full, the exact amount of money paid back is based on a fixed 
percentage of your sales.

d. There is no fixed due date or fixed payments for paying back the advance.

e. The borrower has the freedom to manage the business’ cash flow.
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a. Introduced in 1988

b. Started capital measurement system called Basel capital accord also called Basel 1

c. The minimum capital requirement was fixed at 8% of risk-weighted assets (RWA)

d. RWA - the minimum amount of capital that must be held by banks to reduce the risk of insolvency (Insolvency is
    the situation where a bank cannot raise enough cash to meet its obligations)

Basel I
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Basel II

Minimum Capital Requirements

How is capital adequacy measured particularly for 
Advanced approaches?

Better align regulatory capital with economic risk

Evolutionary approach to assessing credit risk
- Standardised (external factors)
- Foundation Internal Ratings Based (IRB)
- Advanced IRB

Evolutionary approach to operational risk
- Basic indicator
- Standardised
- Adv. Measurement

Internal process for assessing capital in relation to 
risk profile

Supervisors to review and evaluate banks’ internal 
processes

Supervisors to require banks to hold capital in excess 
of minimum to cover other risks e.g. strategic risk

Supervisors seek to intervene and ensure compliance

Effective disclosure of:
- Banks’ risk profiles
- Adequacy of capital positions

Specific qualititative and quantitative disclosures
- Scope of application
- Composition of capital
- Risk exposure assessment
- Capital adequacy

Issue Principle

Pillar 1
Pillar 2

Pillar 3

Supervisory Review Process

How will supervisory bodies assess, monitor and 
ensure capital adequacy?

Market Disclosure

What and how should banks disclose to external 
parties?



a. It saves a lot of funds for the SME as there is no need to purchase a CMS or CRM platform, hiring 
new employees. Blockchain can automatically create, check and enforce contracts between users.

b. It allows companies to remain lean and competitive by replacing a lot of business processes, 
expensive software licenses, and subscriptions. 

c. It can settle interest fees, invoicing, payment of bills, create insurance policies, handle fulfilment 
of inventory, and close new deals.

d. Instead of paying hefty fees to Amazon Web Services or Google, an SME can instead choose to 
rent custom-sized decentralized hosting space from a blockchain platform.

It is
Economical

To achieve remote, autonomous consensus between users, businesses have figured out that blockchain is one such self-reliant 
data infrastructure that can assist them. It can offload the conventionally high costs of security and help bring products and 
transactional services to market in less time and at low cost. Also now Your Customer (KYC) protocols, data storage and other 
overheads can be properly controlled through Blockchain. Let’s see the role of Blockchain in SME in detail:
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a. Capital Requirements for
    Credit Risk
i. Standardised Approach

ii. Foundation IRB Approach

iii. Advanced IRB Approach

b. Market Risk
i. Standardised Approach

ii. Internal VaR Models

c. Operational Risk
i. Basic Indicator Approach

ii. (Alternative) Standardised
    Approach

iii. Advanced Measurement
     Approaches

a. Regulatory Framework
    for Banks
i. Internal Capital Adequacy
   Assessment Process

ii. Risk management

b. Supervisory Framework
i. Evaluation of internal
   systems of banks

ii. Assessment of risk profile

iii. Review of compliance
     with all regulations
iv. Supervisory measures

a. Disclosure Requirements
    of Banks
i. Transparency for market
   participants concerning the
   bank’s risk position (scope
   of application, risk
   management, information
   on own funds etc.

ii. Enhanced comparability of
    banks

Financial Stability

How Basel III Can Help in Risk Mitigation

1. Minimum Capital
Requirements

2. Supervisory
Review Process

3. Market
Discipline

2. Role of Blockchain for SMEs



In 2017
The World Bank's "Identification for Development"

(ID4D) Program Revealed That 1.1 Billion People
Worldwide Exist Without Proof of Identity, 500 Million of

Whom Are Estimated to Live in Sub-Saharan Africa

There are millions of Africans who lie in the unbanked category. These are the people who are cut off from vital financial services 
such as credit and money transfers. But with the advent of Blockchain and FinTech, times are changing. One such example is the 
announcement made by Sierra Leone’s president Julius Maada Bio on September 27, at the 73rd session of the U.N General 
Assembly, where he declared that his country will soon form a national, blockchain-based credit bureau to transform the country’s 
existing dilapidated traditional financial landscape into a formidable one. Let’s take a look as how is Blockchain being applied in 
Africa:

a. Blockchain ensures that most sensitive personal, financial or identifying information remains safe 
and secured by the use of a system of public and private keys. A BSMEs neither have time nor the 
resources to fend themselves from fatal intrusions. Blockchain being a decentralized ecosystem 
makes it extremely difficult for a hacker to strike a website or application hosted on blockchain. 
Since all the peer nodes on the chain need to be hacked simultaneously, it is exceptionally difficult to 
carry out DDoS attacks.

b. SMEs neither have time nor the resources to fend themselves from fatal intrusions. Blockchain 
being a decentralized ecosystem makes it extremely difficult for a hacker to strike a website or 
application hosted on blockchain. Since all the peer nodes on the chain need to be hacked 
simultaneously, it is exceptionally difficult to carry out DDoS attacks.

It Ensures
Privacy

Is Blockchain Already Being Applied in Africa?
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According to
The World Bank's Financial Inclusion Database,
in 2017 There Were Around 1.7 Billion Adults
Who Are Technically Unbanked, Which is Roughly
30% of The Global Population
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There might be myriad reasons for people being unbanked but in developing countries, one of the most important reason is 
identification. Without ID’s, people can’t participate in financial services provided by banks such as bank accounts, obtaining loans 
etc. With the power of Blockchain, people will have a digital identity that they can use for banking purposes. Only a smartphone and 
a few biometric systems like facial and voice identification systems will be enough for the process of identification. This can be 
used as a method of authorization for people who have no paper ID.

1. Blockchain Can Help in Identification

Financial institutions often rely on credit scoring and risk assessment to extend credit. Blockchain will allow parties to access one’s 
credit worthiness before issuing a debt. This will not only reduce friction but also increase transparency. Identity fraud, which is 
one of the most widespread misuse of sharing information can be curbed by Blockchain as it doesn’t require exposure of sensitive 
personal data.

2. Blockchain Can Help in Credit History

Not Enough Money
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Adults with no bank account report on reasons for not having one (%)
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Today, there exist myriad programmes on SME Banking Excellence but unfortunately, most of them are devoid of tools, 
which can train Head of SME Product Development on how to create a tandem between Market, industry and firm-specific 
information for business development, relationship management and strategic planning Purposes. In our 3 day 
masterclass, Andrew McRobert, will teach you how to sail your way through the nitty-gritties of SME Banking, through 
real-life case studies on SME Financial Analysis, Business Analysis and other hot topics like role of Blockchain on SMEs. 
We urge you not to miss this opportunity, and take-home expert SME banking skills and increase the productivity to higher 
level.

The South Africa Reserve Bank (SARB)
Said It Has Completed A 14-week  "Realistic" Proof-of-Concept

That Managed to Settle The Country's Typical 
70,000 Daily Payment Transactions

Within Two Hours, Taking An Average of 1-2 Seconds
for Each Transaction - & All While Preserving Full Anonymity Using

Blockchain-Based System for Interbank Clearance & Settlement



for More Details Contact upendra@questmasterclass.com


