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GDP (billion dollars) Savings Rate(%) Investment Rate(%)
2007 2011 2012 2007 | 2011 | 2012 { 2007 | 2011 | 2012
Thailand 246.977 | 345.672 | 376.989 | 32.8 30.1 31.1 26.4 26.6 31.3
Malaysia 187.005 | 287.943 | 307.178 | 375 34.6 31.5 21.6 23.6 24.0
Singapore 177.329 | 269.849 | 267.941 | 484 44.4 43.9 21.1 22.4 22.9
Hong Kong 207.089 | 243.666 | 257.953 | 33.3 281 214 20.9 22.8 23.3
Indonesia 432.232 | 846.45 | 894.854 | 273 33.0 32.8 24.9 32.8 34.9
South Korea | 1049.239 |1116.247| 1151.271] 31.5 31.8 31.0 29.4 29.5 29.0
Philippine 149.36 | 224.771 | 240.664 | 22.1 24.9 24.1 16.9 21.7 211
Japan 4377.961 | 5866.54 | 5984.390 | 28.5 21.9 21.9 23.7 19.9 20.3

Source: International Monetary Fund, World Economic Qutlook Database, October 2012

Estimates Start After 2011
Note: Savings Rate=Gross national savings/GDP: Investment Rate=Total Investment (Gross capital formation)/GDP
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B 6 : FTAs by Scope (cumulative), selected years
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ilateral ® Plurilateral

FTA= free trade agreement.

Notes: Bilateral refers to a preferential trading arrangement involving only two parties. Plurilateral refers to
a preferential trading arrangement involving more than two parties.

Mo new FTA was introduced in January 2013.

Source: ARIC FTA database (as of January 2013), Asian Development Bank.
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gl 8: Developing Countries

-No. of SMEs: 25-30 mul. formal SMEs
55-70 mil. formal microenterprises
285-345 mil. informal enterprises

-Employment: 45% of total (formal SMEs)

-GDP contribution: 33% of GDP (formal SMEs)

-Financial access: 45-55% of formal SMEs

28-35% of all MSMEs

APEC (21) ASEAN (10)

-No. of SMEs: over 90% of all enterprises
-Employment: 60-80% of total
-Productivity: 50% of sales & added value
-Exports: about 30% of total values
-Financial access: n/a,

-No. of SMEs: over 96% of all enterprises
-Employment: 50-85% of total
-GDP contribution: 30-53% of GDP

-Exports: 18-31% of total values
-Financial access: n/a.

+ Brunei, Indonesia, Malaysia, Philippines,
Singapore, Thailand. and Viet Nam.

Sources:

Developing Countries: GPFI (2011), “Report to the Leaders", G20 Leaders Summit, Cannes ADB
APEC: official website (http-//apec.org); APEC-SMEWG (2003), “APEC Informatization Survey for Small and Medium Enterprises”, p.3 [productivity]

ASEAN: ASEAN (2010), “ASEAN Strategic Action Plan for SME Development”, p.2, Jakarta
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Value of Credit Number of With Deposit With Leans or
Gap Firms Accounts Qverdraft
($ billion) {million)

East Asia MSMEs 900-1,100 170-205 115-140 17-19
Formal 250-310 11.2-136 7.6-9.1 20-25
SMEs [11%—14%]

South Asia MSMEs 310-370 75-91 4757 15-17
Formal 30-40 20-28 1.0-1.2 0.5-0.7
SMEs [29%—35%]

Total MSMEs 2,100-2,500 365445 240-290 75-90

excluding high-income  Formal 700-850 25-30 18-22 8-10

OECD SMEs [21%—26%]

[ 1=gap as percentage of current outstanding SME credit, MSMEs=micro, small, and medium enterprises, OECD=0rganisation for Economic
Co-operation and Development, SMEs=small and medium enterprises.

MNote: Regional classification is based on the World Bank definition.

Source: IFC and McKinsey & Company. 2010. Two trillion and counting. Washington, DC: IFC.
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2. FHEL—) T mmbﬁi ( SME Bond Market )
(1) ﬁfﬁﬁ%ﬁfglﬁjmiﬁ ( Qualified Institutional Buyer ; QIB) :
BN IR % )4 QIB ik -
S SNBSS T H . AR ey
) [l FH R F | E1#5< ( SME Collective Note ) ~ f[ 1] 32 S
[fi%5 (SME Joint Bond == [ 1] - % “BLifiZ5 (SME Private
Placement Bond ) -
Country Market Name NCB_ of Listed Market Capitalization | NO.Izzl?:jlres NB.T?-]; cslzézres Annu\?l L_I_a ded
Ompanes % of GDP| (mi. shares) | (mi. shares) ave
China (mi. RMB) (mi. RMB)
SME Board SZSE 701 2,880,403 5.5 194, 350* 372,974% | 6,902,646*
Chiext SZSE 355 873,120 1.7 39,953% 76,169% | 1,887,912%
Hong Kong (mil. HK$) (mil. HK$)
|GEM [HKSE | 179 | 78,399 | 3.8 | 8,767 | 154,803 | 33,541
India (mi. Rs) (mi. Rs)
SME Exchange |BSE 13 n/a, n/a, n/a, n/a, n/a,
Emerge NSE 2 n/a, n/a, n/a, n/a, n/a,
Korea (bi. Won) (bi. Won)
[kosDAQ [KRX | 1,005 | 109,122 | 8.6* | 21,012 | 146,478 | 528,028
Malkaysia (mil. RM) (mil. RM)
[ACE [KLSE | 112 | 6,900 | 0.7 | n/a, | n/a, | n/a,
Singapore (mi. S$) (mi. S$)
[caTALST  [sGx | 139 | 6,782 | 2.0 n/a, | 87,142 | 7,869
Thaiand (mil. Baht) (mil. Baht)
[mai [sET | 81| 133,017 | 1.2 | n/a, | 122,746 | 298,929

Note: data in 2012; *data in 2011.
Sources: various statistics from respective stock exchange websites
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SMEs’ internationalization & promotion of
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OECD

Sponsored by the Government af Japan

OECD-ADEI Roundtable on Capital Market Reform in Asia
4-5 April 2013, Tokyo, Japan

DERAFT AGENDA

Chair: Dr. Malcolm Edey, Assistant Governor (Financial System), Reserve Bank of Aunstralia

and Chair of the OECD Committes on Financial Markets

Version of 11 March 2013

DAY ONE: 4 April 2013 (Thursday)

09:00 — 09:30

Registration of partcipants

08:30 — 10:10

10:10 — 10:40

Opening remarks
=  Dr. Maszahiro Kawai, Dean and CEOQ, ADBI

= Mr. Rintaro Tamaki, Deputy Secretary General, OECD
= Dr. Malcolm Edey, Assistant Govemor (Financial System), Reserve Bank of
Ansiralia and Chair of the OECD} Committee on Financial Markets

Kevnote address:
Mr. Takehiko Nakao, Vice AMinister for International Affairs, AMiniztry of Finance, Japan

10:40 - 11:00

Coffee break

11:00 - 12:45

SESSION 1:

The Eurc area sovereign debt and banking sector crisiz poses a major threat to global scomomic
growth and financial stability. The process of economic and financial integration in the European
Union also provides an important benchmark for similar processes in Asia, although the latter are
still ar a much earlier stage, so it is important to understand the lessons, both positive and
negative, from the EU integration process. Alse, it is important to identify potential major systemic
risks to Asian economic and financial stability emanating from the crizis, and what steps,
including regional cooperation, can be taken to minimize the potential impact of those risks.

11:00 - 11:45

Moderator: Mr. Adrian Blundell-Wignall, Special Advisor to the OECD Secretary General
on Financial Markets, Deputy Director, Directorate for Financial and Enterprise Affairs,
OECD

Speakers:
% _Asian Perspectives
Dir. Mazahire Kawai, Dean and CEQ, ADBI
*  FEuyropean perspective
TBA

¢ Chinese Perspective

Dr. Jin Zhongxia, Director General, Research Institute of People’s Bank of China, FREC
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11:45 - 12:45

Dizcussants
+ TBA
¢  Dr. Michael Spencer, Chief Economust (Asia Pacific) & Co-Head (Global Econonmes),
Deutsche Bank (Singapore)

12:45 - 14:15

14:15 - 16:15

LUNCH

SESSION 2:
Tnderstanding the Belationzhip between Liberalization, Capital Flow Measures & Macro-
Prudential AMeasures

Opemness of financial marketz to foreign capital inflows can support economic development, bur
alzo expeses emerging economiss to foreign financial shocks and high velatility of capital flows
that can destabilize both demestic financial markets and economias. In an environment of low
interest rates and guantitative easing policies in a mumber of advanced economies, capital
ocufflows to emerging economias remain large. In response to such voladility, a number of emerging
economiez have adepted capital flow measures (e.g. umremunerated reserve reguirements or
limitations on hedgingl that can have a discouraging effect on foreign investment.

The OECD has hosted a forum for dizcussing capital flow management and libevalization, and itz
Code of Liberalisation of Capital Movements has provided a framework for promeoting
ransparency and muteal accountability, sharing experiences with progressive liberalization, and
supporting countries ar times af economic and financial disturbance.

14:15 - 15:15

Moderator: Dr. Jae-Ha Park, Deputy Dean, ADBI
Speakers:
¢  Dr. Sukudhew Singh, Assistant Governor, Bank Negarz Malavsia
¢  Mr. Fan Zhai, Managzing Director, China Investment Corporation
¢  Dr. Giovanni Ganelli, IMF Fegional Office for Asia and the Pacific

+  The OECD Codes of Liberalization perspective:
Mr. Pierre Poret, Counsellor, Directorate for Financial and Enterpnize Affairs,

QECD
1=:15 - 16:15 Dizcussamts:
+ TBA

#  MAlr. Richard Jerram, Chief Economast, Bank of Smmgapore International Private Banking
Open discussion

16:15 — 16:30

Coffee break
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16:30 — 18:15

SESSION 3:

Implications of Globalization for the Funding of Investments: Trends & Policy Issues
*  Shifting Trends in Funding (Market Based)
+ SME Financing
# Corporate Governance and Value Creation

Various factors in the business operating environment or the broader financial system have the
potential to foster development of the SME sector by facilitating investment or to hinder it by
creating disincentives to entrepreneurship and investment, especially of risk capital In some
cases, problems confronting SMEs may be symptomatic of a larger structural problem that affects
all small firms, such as macroeconomic imbalances or impediments in the tax, legal, or regulatory
[frameworks. In others, problems may be confined to particular sub-sectors of the SME population
such as start ups and very young firms that typically lack sufficient collateral, or firms whose
activities gffer the possibilities of high returns, but at a substantial risk af loss.

Despite a wide range of government support measures there is still some evidence that the problem
of access to finance has not been fully resolved even in normal fimes. In times of financial market
stress, the traditional problems and market failures can be much worse. And it remains to be seen
how the evelving financial landscape, given the impact of stricter capital and liquidity
requirements and changes in business models, will affect the provision of finance to the SME
sector and the broader economy. Already in key paris of the banking sector, the provision of long-
term financing has become tighter owing to economic circumstances, financial turbulence and
large-scale deleveraging, and may be further constrained in coming years. For example, there is
growing evidence that banks are shying away from the traditional project finance model for
infrastructure financing based on long-term, low-cost loans secured by the income stream of the
underlving assets and may be curtailing their appetite for other types of risky assets.

This session will cover trends and developments in the provision of funding of invesiments, looking
at the implications for SMEs’ access to finance and for the productive sector more generally.

16:30 —17:30

Moderator: Mr. Pierre Poret, Counsellor, Directorate for Financial and Enterprise Affairs,
OECD

Speakers:
*  Small Business Finance and SME Data Analysis.
Dr. Naoyuki Yoshino, Professor of Economics, Keio University, Japan
e  Capital Market Financing for SMEs - Trends and Potency in Emerging Asia:
Mr. Shigehiro Shinozaki, Financial Sector Specialist (SME Finance), Office of
Regional Economic Integration, Asian Development Bank (ADB)

*  Equity Markets, Corporate Governance and Long-term Financing:
Mr. Serdar Celik, Econonust, Corporate Affairs Division, Directorate for Financial
and Enterprise Affawrs. OECD

e [Title of presentation TBA)
Ms. Karen Wilson. Consultant, Structural Policy Division, Directorate for Science,
Technology and Industry, OECD; Visiting Fellow, Bruegel

17:30 — 18:15

Discussant:
» SME Finance: Japan's Experience:
Mr. Koji Nakamura, Head of Division. Financial System Research Division,
Financial System and Bank Exanunation Department. Bank of Japan
Open discussion

18:30 —20:30

Receprion dinner hosted by ADBI and OECD
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DAY TWO: 5 April 2013 (Friday)

09:30 — 10:00

Keynote address:
Alr. Masamichi Kono, Vice Commissioner for International Affairs. Financial Services
Agency, Government of Japan; and former Chairman of the IOSCO Board

10:00 —12:30

SESSION 4:
Contribution of Long-Term Institutional Investors to Growth: SWFs / Pension Funds

The growth of nstitutional investors helps comtribute to the development of capital markets,
providing financing te companies and governments and helping fo develop mechanisms for
corporate control and risk management. Given their long-term liabilities, institutional investors — in
particular, pension funds, life insurers, sovereign wealth funds, and mutual funds that eperate in
retirement savings systems — should in principle be concerned with long-term investment
performance, providing and monitoring imvestment mandates that reflect such an investment
horizon and holding on to assets for long periods. This should enable them to act in a counter-
cvelical manner, continuing fo invest in rviskier assets and even seeking new investment
opportunities at times of market weakness. By the same token, they should normally rebalance their
portfolios when asset price bubbles develop, reducing exposure to such asset classes. Through such
investment strafegies institutional investors can promote financial stability, helping to correct
speculative excesses and providing a buffer during a financial crisis. Institutional investors can also
complement the long-term lending function performed by banks, particularly for major
infrastructure projects that are necessary to sustain economic growth.

This session will cover the main contribution of long-term institutional investors to economic
growth in the Asian region, including their role in financing investments in infrastructure and
“Green Growth™ It will also address policies for facilitating long-term investment and discuss
work carried out by the ‘OECD Taskforce on Institutional Investors and Long-Term Financing’,
including a set of principles currently being developed by the Taskforce.

10:00 —11:00

Moderator: Dr. Peter Morgan, Senior Consultant, ADBI

Speakers:

e Mr. Juan Yermo, Principal Administrator, Financial Affairs Division, Directorate for
Financial and Enterpnise Affawrs, OECD

e Mr. Kyungjik (KJ) Lee, Head of Global Public Market Investment Division,
National Pension Service, Korea

+ M. Leslie Teo Eng Sipp, Chief Econonust, GIC, Smgapore

« Mr. Donald M. Raymond, Senior Vice-President and Chief Investment
Strategist, Canada Pension Plan Investment Board (CPPIB), Toronto, Canada

11:00 - 11:15

Coffee break

11:15-12:30

Discussants:
* Mr. Isa Rachmatawarta, Chairman of Financial Sector Policy Formulation
Team, Indonesia
* Mr. Makoto Okuhbo, General Manager, International Affairs, Nippon Life Insurance
Company
Open discussion

2:30-13:45

LUNCH
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13:45 —15:15

SESSION 5:
Changing Business Models of Financial Institutions

The institutional structure considered most efficient for conducting financial activities generally
changes over time and may differ across jurisdictions, as institutions respond to compefitive
impulses and to changes in the policy environment. Large size and integrated business models may
or may not prove to be profitable in all circumstances. The details matter, which relate in part fo
risk management. An institufion’s size or scope can result in either a lower or higher probability of
financial difficulty, depending on the extent to which its risk-taking is counterbalanced by improved
diversification or simply by its having a larger capital base to absorb losses.

The same forces that are affecting financial service providers are also producing shifts in trading
paradigms and financial market infrastructures. For example, the frading process itself, which
takes many forms, has embraced the Internet and other electronic trading platforms, which enables
clients to be served without a physical presence. New technologies are also resulting in new trading
capabilities that surpass those of tpical hwman traders, including the ability to assimilate and
integrate vast quantities of data and make multiple accurate trading decisions in split-second time-
intervals. This process brings some benefits, but also poses risks.

This session will discuss the implications for financial system stability and efficiency of changes in
institutions* business models and the evolutions in market infrasiructure.

13:45 —-14:30

Moderator: Ms. Mamiko Yokoi-Arai. Principal Administrator. Financial Affairs Division,
Directorate for Financial and Enterprise Affairs, OECD

Speakers:

*  Business Models of Banks, Leverage and the Distance-to-Default:
Mr. Adrian Blundell-Wignall, Special Adviser to the OECD Secretary General on
Financial Markets, Deputy Director, Directorate for Financial and Enterprise A ffairs,
OECD

e  Effect of High Frequency Trading on Stock Market:
Mr. Ko Nakayama, Director, Financial Markets Department, Bank of Japan

e Structural Reform of the Banking Sector and Supervision in France:
Mr. Edouard Fernandez-Bollo, Deputy Secretary General, ACP-Prudential
Supervisory Authority, France

14:30 - 15:1

th

Discussant:
® Mr. Shigeru Ariizumi, Director of Banks Division I, Financial Services Agency,
Japan
Open discussion

Coffee Break
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