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cor Challenges faced by SMMEs
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SMMEs perceived as high risk

e SMMEs are generally perceived to be higher risk for
funders because of:

» Weak balance sheets

» Lack of owners’ equity

» Limited financial reserves

» Lack of quality information

» Susceptible to micro-economic shocks

» Limited availability of collateral




Funding solutions

Business Partners Presentation



Sustainable models to raise capital

COMMERCIAL PHILANTHROPIC
FUNDERS FUNDERS
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willingness to lend scale - Effectiveness of

- Onerous lending - Ability to address delivery

criteria market failures - Ability to collect

- High cost of finance consistently

capital
- Counter cyclical to - Systemic change often

needs of SMMEs not delivered




Best practice models for funding SMMEs

Innovative &

well structured Elreaalls ane Systemic change

experienced SMME eco system

available capital delivery partners
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: Blended funds

Increasing trend globally

Funders with a common or shared purpose

Differing return expectations and impact outcomes

» Commercial returns
» Impact returns e.g. job creation

> Combination of both

For the benefit of SMMEs through:
» Increased access to capital
» Reduced cost of finance

» Increased support
A sustainable model

Harnessing the power of leverage / partnership

CATALYTIC
INVESTOR
(GOVT / PHILANTHROPY)

IMPACT COMMERCIAL
INVESTOR FUNDER
BANKS / NBFI




s Delivery partner

Experience

Accounting

Ynd reporting Credibility
Delivery Partner
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APPROACH TO FUNDING SMMEs

Patience
» Facility structuring — take the sting out of the gearing
» Provide debt, behave more like equity

» Collection and credit risk management

Affordability
» Lower cost of finance
» Match repayment obligations to cash flow generation
ability of the business
Technical assistance and support
» Make viable businesses better
» Develop entrepreneurs by improving knowledge skills

» Add value through improved access to markets
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