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INFORMATION AND CREDIT
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SUBPRIME CREDIT CRUNCH
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AFRICA - KEY IMPEDIMENTS

World Bank Conference on ‘Credit Reporting Systems in Africa’
Cape Town, South Africa October 2006
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CHINA: LACK OF INFORMATION IS A MAJOR
BARRIER TO EXTENSION OF CREDIT

D&B China Domestic Company Interviews
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Source: D&B China Domestic Customer Survey, October 2005
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SME Lending in Emerging Markets?

e High Risk

e Lack of
Transparency

e Subjectivity In
Lending

Why Extending
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ASYMMETRIES IN INFORMATION

Information Consumption Based on GDP (Benchmark North America)
Current Information Consumption US$ 14 bn - Potential US 25 bn+
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W B2B* B2C** Ratings***
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(rlobal Business Credit Intormation Industry
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EFFECTIVENESS OF INFORMATION
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SUCCESS FACTORS — ICT OR
INFORMATION?
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Source: BIIA & World Bank Survey of Commercial Credit Information 2006
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VALUE CHAIN IN LENDING /7 TRADE
CREDIT GRANTING & INVESTMENT
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THE DIGITAL DIVIDE
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DEFICIENCIES IN PUBLIC SECTOR
INFORMATION (psi)
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THE IMPERFECT WORLD OF INFORMATION

o Underdeveloped

Infrastructures
e Difficult to Access e Information is Secret!
e Paper Based e Lack of Voluntary and
e Poor Quality — Out of begel Dizclozlire
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DATA ON COMPANIES

“Not Always Sufficiently Available to Make Reliable Business
Decisions Involving SMES”

David Emery, Sr. Vice President D&B Asia Pacific
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SME CHARACTERISTICS

- VERY DIVERSE IN NATURE

 OWNERS MINGLE BUSINESS AND PERSONAL
FINANCES

 DIFFICULT TO IDENTIFY CLEAR SUCCESS
FACTORS

« INDEPENDENT ANALYSIS (RATINGS) NOT
AVAILABLE

e HIGH COST OF TRADITIONAL RISK ASSESSMENT
MAKE LENDING TO SMES TOO COSTLY

- SMES ARE MORE VULNERABLE TO CREDIT
LOSSES

World Bank Report oni'SME Environment 2002

Business Information Industry Association Asia Pacific - All Rights Reserved - www.biia.com - 21

BITA



SMES AND CREDIT
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SME ISSUES

e Credit Advisory /
Training

Credit
eSME asa Bureau e SME as a
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e Faster Decision Fraud Prevention
Process
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INFORMATION SOURCES ON SMEs

Capital Bank & Consumer
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INFORMATION AND SMEs
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SME INITIATIVES

e North Americas:
e Sophisticated SME Solutions
8 < Europe:
e« SME Databases are being Developed by
Consumer Credit Bureaus

e ROW:
SERASA /7 EXPERIAN Brazil
SMERA India — SME Rating Services
ICRA India - SME Rating Services
SME Credit Bureau Singapore
Hong Kong Commercial Credit Bureau
IFC (World Bank Group) Credit Bureau
Initiatives
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SME CREDIT BUREAU - CONCEPT

Singapore Role Model
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ELIMINATING THE INFORMATION DEFICIT

Public Sector ‘

\m

Central Private Sector
Banks l
‘ Credit Information
Suppliers

Grantors

e Change ‘Mind Set’ e | egal Framework
e Broadening Disclosure e Value of Transparency

e Encourage Voluntary e Value of Information in
Disclosure Credit Transactions

e Improvement in Corporate < Value of Information
Governance
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Modern Information
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hank You

BIIA is not responsible for the use which might be made of the information contained in
this presentation or report. Nothing in this presentation implies or expresses a
warranty of any kind.
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