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ANNOTATION

Donets O.B. Lending to small and medium businessésQualifying
scientific work on the rights of manuscripts.

Dissertation for the degree of a carat& of economic sciencePHD) in
specialty 08.00.08Money, finance and credit i The University of the State
Fiscal Service of Ukrainérpin, 2017.

Small and mediursized businesses play an important s@donomic role
in the functioning of the count’s economic system. The full implementation of
innovative and social functions of small and medsiged enterprises can
contribute to Ukraine's rebirth from the crisis, which determines the need for state
support of this segment in the economy. One led tmain obstacles to the
development of small and mediwsized businesses is the lack of own funds,
which exacerbates its need for borrowed resources, first of all, in bank loans. The
contradiction between the acute need of small and meslized businessein
credit resources, on the one hand, and the problems of banks in the process of the
provision (high risks, difficulties in obtaining information, lack of reliable
collateral, not always qualitative business plan, a short credit history or its absence
presence of shadow accounting, etc.) determines the need for scientific research
solve the problem of lending to small and medium businesses (SMES).

On the basis of the essence of bank lending and the peculiarities of the
functioning of SMEs, the intpretation of the economic essence<bénk lending
to small and medium busineswas improved by focusing on the fact that in the
process of moving the loan value between the bank and small business, not onl
financial, but also economic a relationshiguging the use of special methods of
lending (counseling, guaranteeing, doing business, etc.). Such understanding c
bank lending to SMEs will increase the scope of relationship between them and th
bank and determine the need for development of spe@tiads of lending, the
application of which will improve the assessment of the borr@ver

creditworthiness and minimize the risks of the bank.
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Analysis of the peculiarities of the functioning of small and meesizad
businesses at different stages ofltfeecycle revealed an appropriate change in the
risks and needs of credit funds. This was used to improve the classification of SME
lending methods, approaches to assessing creditworthiness and define th
characteristics of a credit product at individatdges of the compadsylife cycle.

This approach allows us to form a list of standard bank loans for SMEs, to reduce
the risks of its lending and to increase the interest of banks in the development o
this area of lending.

In the process of analysis areign experience, the basic problems of SME
lending were identified and the forms of state participation in overcoming them
(guarantees, advisory services, interest rate subsidies, business incubators, et
were analyzed. The conclusion was made of tssipility of adapting the world
experience of state support to development of SME lending to the realities of
Ukraine in the development of state lending programs for SMEs and the
mechanism for risk sharing between various small business support issituti
(US, China, and Japan); Improvement of the Guarantee Institute (on the exampl
of France); creation of the specialized state institution for insurance of credit risks
and providing consultations (experience of Germany); formation of a network of
regioral and specialized banks for working with SME entities.

The study of lending to small and medusized businesses in Ukraine has
shown the following features:

i lack of coverage of lending to the SME segment y8®f all small
businesses do not use loansl éoans);

i absence of correlation between the level of profitability and the volume of
loans granted for the gradual increase of the correlation coefficient between the
volume of loans granted and capital investments. In the structure of granted loan
wholesale and retail enterprises dominate;

I reduction in the diversification of terms of the provided credit products
simultaneously with the growing demand of SMEs for mostly universal credit

products, improvement of risk management strategies of bamlggriicular the



use of automated scoring systems and integrated services;

I conservative approach to the introduction of preferential lending programs
and stringent requirements for mortgage lending to SMEs;

SME lending by mainly universal banks, but reptecialized ones, as in
foreign countries.

Analysis of SME lending by domestic banks reveal that, in recent years,
loans are mainly directed only to current business activities (to replenish working
capital), which determines the domination of shertn loans, in particular
overdraft. In order to simplify the organization and reduce the risks of its
provision, it is proposed to foresee the possibility of signing an agreement on
overdraft when entering into an agreement on opening a bank account based on tl
results of an audit of the compadnyinancial statements for the presenceSitop
Factors, supplementing the model for calculating the overdraft limit by a
probabilistic model of default of the borrower, to the turnover of the accounts of
enterprisedn different currencies, consider the possibility not to exclude from
circulation cashless funds. The amount of the current account of the borrower
which exceeds 2% of the total amount of funds received from one counterparty,
shall be included in the [alation of the overdraft limit for the receipt of funds
from the sale of bank bills.

According to the results of research of the domestic banks practice and the
methodology of the NBU for assessing the credit risks for large and small
enterprises, the paliarities of the process of assessing the creditworthiness of the
borrowers i SME entities by domestic banks were identified, namely:
heterogeneity of information; not always adequate reflection of risks in the values
of financial ratios, underdevelopeaethodology for assessing the creditworthiness
of SMEs in the early stages of their activities. It is revealed that the key limitation
of the application of certain methods of credit assessment is the availability of
information about the borrower, the &wof qualification of bank employees and
the time spent on the decision. To improve the quality of credit risk assessment, i

was proposed to develop methods for assessing the creditworthiness o
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borrowerss SME entities on the basis of a professionalguént of the bank,
which lies in the plane of taking into account qualitative factors, taking into
account norfformalized indicators of questionnaire type, managerial information.
It is proposed to improve credit scoring by introducing an emergency maogitor
procedure for crisis situations in accordance with the life cycle of the borrower.
The expediency of using cognitive analysis is substantiated, which will allow to
estimate adequately quantitative and qualitative indicators of activity of the SME
on the basis of drawing up of a cognitive map, showing both risk factors, and
causalconsequential dependencies between them. This will generate a scorecard ¢
bad borrowers.

The dissertation research identified a number of problems that impede the
developmentf SME lending in Ukraine, among which: the problems of instability
of the environment; problems of organizational and legal nature; material and
financial problems of the banking system and the activities of SMESs; problems of
informational nature. It isgssible to solve these problems only by joint efforts of
the state, the NBU, banks and representatives of SMEs in the framework of the
formation of a system of bank lending to small and meebimad businesses,
which includes three blocksthe fundamentglstrategic and basic component), the
economietechnological and organizational block (administrative and
informationatanalytical component). It is proposed the scheme of the institutional
structure of bank lending to SME entities on the principles ofesyisity and
planning. According to the power of state body regulations, NBU and banks,
directions to enhance SME lending were outlined.

It is proposed to improve the information provision of lending to the SMEs
through the development of the program odformation support for lending to
small and medium enterprises. Within the framework of the Program, information
gathering should be conducted in three directions: obtaining detailed information
on enterprises that need loans, allocating certain groupshddtators that
characterize their financial situation, conducting on a regular basis small and

mediumsized enterprises surveys in two samplethose enterprises that have
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taken advantage of state support for lending and enterprises that did not have su
support, which would allow to assess the effectiveness of state support measure
The implementation of the proposed measures in practice will improve the
conditions for the development of bank lending to SMEs, in particular, in terms of
information andnstitutional provision of this process.

Within the framework of strengthening the state support of lending to SMEs,
it is recommended that a twi@r system of guaranteeing lending to small and
medium enterprises should be established. According to thksres investigation
of foreign countries experience, the feasibility of establishing a cognteantee
institution at the first level was confirmed, which the State Guarantee Fund may
become, in order to compensate the losses of the guaranteeiamsirtuhe case of
nonfulfillment of its obligations by the borroweir a small or mediursized
enterprise. At the second level, there will be societies of mutual guarantee of
deposits and local government guarantee institutions, created with the support c
local selfgovernment bodies. Formation of such a-veo structure of the loan
guarantee system for SMEs will reduce the risk of lending to SMEs and their
further development.

Key words: lending, small and medium business, banks, credit risks,
overdratf, scoring, credit guarantees.
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7=6,0755,528Vi+0,212\6+0,073\k+1,270\4+0,120\k+2,335\%+
+0,575V+1,083\4+0,849\4, (3.3)
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