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Asian Financial Markets’ Main Features
1. Bank-dominated financial system
2  Small share of bond markets --->2. Small share of bond markets >

Needs for long term financing 
3. Lack of long-term investors such as 

pension funds and Life insurancepension funds and Life insurance
4, Bench mark bond market (soverign bond)

Infrastructure bond, corporate bond
5. High percentage of SMEs5. High percentage of SMEs
6. Large share or Microcredit (finance

i )  L k f  i lcompanies); Lack of venture capital
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Needs for Improvement

1, Bank dominated financial system
2, Bank debenture
3  Sovereign bond  (Central government)3, Sovereign bond  (Central government)

(Local government)
4, Long-term finance (corporate bond)
5  Long term investors5, Long-term investors

Pension funds and insurance
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Marginal Productivity of Public Capital, 
JapanJapan

(Production Function, 1980-2004)
 

Year  1980‐84 1985‐89 1990‐94 
Private Capital Stock  0.1587 0.1499 0.0658 
Public Capital Stock 0.3100 0.2654 0.2189 p

 

Year 1995‐99 2000‐04Year  1995 99 2000 04
Private Capital Stock  0.0633 0.1551
Public Capital Stock 0 1752 0 1615Public Capital Stock 0.1752 0.1615
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Effectiveness of Public Capital StockEffectiveness of Public Capital Stock
- “Private capital/Public capital ratio” to “Marginal productivity of Public 

capital” -
Secondary Industry         (Industrial Sector)y y ( )
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Effectiveness of Public Capital Stock
“P i t  it l/P bli  it l ti ” t  “M i l d ti it  f P bli  it l” - “Private capital/Public capital ratio” to “Marginal productivity of Public capital” -

Tertiary Industry
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Donation and Investment to 
community
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Investors
Community Type Infrastructure
 Hometown Investment Trust Funds

Wind power Generator Funds
Japanese Wine FundJapanese Wine Fund
Local Airport
Agricultural SectorAgricultural Sector

Large Projects and Professional Investors
P i  F d                      B  fi ld  Pension Funds                     Brown fields 
Insurance companies         not green field
Mutual Funds
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Bank based SME financing and 
Regional financing to Riskier Borrowers

1, Bank Loans to relatively safer borrower, y
2, Hometown Investment Trust Funds/ 

E-Finance, Internet financing
Banking DepositorsBankingBanking
Account

Depositors

Safer
Banking
Account

H t

SMEs
Hometown 

Trust Riskier
Borro ers

Investors

FundsBorrowers



Barriers for SMEs in Accessing 
Financial InstitutionsFinancial Institutions
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Source: ADB–OECD study on enhancing financial accessibility for SMEs: Lessons from recent crises. 
Mandaluyong City, Philippines: Asian Development Bank, 2013



Borrower, Lender and Market

Borrower LenderMarket
SMEs
Individuals

Banks
MicroCredit

Market

Information Asymmetry
15Especially SME market



Four Accounts by SMEFour Accounts by SME

1, Account to show Bankers,
2, Account to show tax authority
3, His own account
4, Account to show to his wife
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SME Data base (CRD Data base)
Credit Guarantee

Corporations

( )

SMEs Financial 
Institutions

Corporations
(Collect Data of SMEs)

52
(14.4million

data)
Institutions

200
52 

Defaults
Regional Banks

Credit Associations
(1.7million

data)
Credit Cooperatives
Government Banks1, Government Support

2, Reliability
Central Bank

2, Reliability
3, Security of Information

CRD
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Basel Capital Requirementsp q
Basel III

1, Adequate Capital for Banks
2, To keep healthy
3  SME loans will decline3, SME loans will decline
4, Micro credit 4, Micro credit 
5, Loan sharks
6, Education to SMEs and borrowers
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Examined Variable
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Cluster analysis: 
th li k th dthe average linkage method

Dendogram Using Average Linkage
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Factor Loadings of Financial Variables 
after Direct Oblimin Rotationafter Direct Oblimin Rotation
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Credit Rating of SMEs using Asian DataCredit Rating of SMEs using Asian Data

(i) Sales  
(ii) Assets 
(iii) Liquidity (Cash)(iii) Liquidity (Cash)
(iv) Total Debt(iv) Total Debt
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Grouping Based on Principal Component 
(Z1 Z2) d Cl t A l i(Z1-Z2) and Cluster Analysis
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Credit Rating for SMEs 
by Use of SME Databaseby Use of SME Database

1, Credit Rating is only applicable to large 
icompanies

2, Credit Rating for SMEs based on SME Data2, Credit Rating for SMEs based on SME Data
3, Three ranking of SMEs (Asian country)

Five ranking of SMEs (Japan’s case)
4, SME data can produce default risk ratio4, SME data can produce default risk ratio
5, Risk based Interest rate 
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