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Overlapping issues




Overlapping issues

Access to funding for companies
IPO market
SME dynamics in capital markets
Emerging Markets & SMEs
Alternative funding sources
Topics for discussion
From a regulatory/ policy perspective



Access to funding

* Regulatory percussions from Financial Crisis

“the implementation of the Solvency Il Directive and Capital
Requirement (CRD IV) will reduce the availability of investible capital
for private equity and venture capital funds”

“It seems unlikely that bank financing will ever reach the same levels...
as existed prior to the financial crisis, as banks will be facing
restrictions in the credit and liquidity they can provide (in light of Basel
Ill, the Volker Rule etc.)”

Report to ESMA — October 2012
Securities and markets Stakeholder Group



The benefits of the eco-system

* A financial center provides the following
services to the economy:

— It is a platform to concentrate capabilities and
developing a culture

— Produces trust, reliability and standards
— Liquefies forms of wealth that are illiquid
— Allows global access to opportunities



Dedicated SME markets

Capital raised on Alternative and SMEs markets (million USD)
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Examples of successful markets

e Successful markets are concentrated on a few

exchanges (five exchanges account for 72% of
capital raised )

Breakdown of capital raised on Alternative
and SMEs markets (2009-2012)
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5 markets raised 88%
of global funds

Breakdown of capital raised on Alternative
and SMEs markets (2009-2012)
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New regulation can revitalize markets

* The JOBS Act of April 2012, impacted new
listings in the US market

Listed Companies in US market
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Capital raised

* EGCs now account for over 50% of capital
raised

Amount Raised (USD billions)
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The regulatory DNA of a successful
market?

Sowvernment
Mational Policy —— Tax Incentive, grants

SME Exchange

- Legal Structure: under main board or same board

= - Cost Structure: reduced fees for market participants
u - Outreach/awareness raising, SME training
P
P
o
R [ Issuers ] [ Intermediaries ] [ Inwvestors ]
T
1 I | I
AT e Focus on growwth SMEs = Enable specialized = Promote retail and
E e Reduce entry requireme nts intermediaries institutional inwvestor
e g performance, no of = Some research base
shareholders, free float subsidized by the & Prowvide adequate
e A llow private place ment Exchange protection
Reduce costs e _g. lower mechanisms

fees, electronic reporting

E

']

Y s Reduce frequency not Authorized
content of disclosure Advisors

1 slncreased time to prepare

R reports

o eReduce governance = Established reputation

™ requirementse g fewer sLicensed

M independentdirectors= e Regulated

E e Sanctioned

™

T Market

Makers

e lssuers required to use
the m, with multive ar
contracts

s Exchange subsidized
some MM fees

o PfAinimum require ments

Source: World Bank Group



Areas for further research

Preconditions for developing SME exchanges

Can SME markets be sustainable in small
market countries?

What is the best corporate governance
approach for small companies?

Policy choices for government / regulatory
support in SME funding



SME Financing Workshop

* Today’s speakers:

* Nehal Vora — Chief Regulatory Officer, Bombay Stock Exchange
* Jonathan Medved — CEO, OurCrowd

* Liu Fuzhong - Vice Director of Strategy &International Relations, Shenzhen
Stock Exchange

* Luiciana Dias — Commissioner, Brazilian Securities and Exchange
Commission

moderator
e Peter Clifford - Consultant, World Bank Group
pclifford@globalmarkets.institute




