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Presentation Objectives

This Presentation:

Å Provides an insight to the key considerations on 
how lenders and investors evaluate a business 
finance opportunity 

Å Challenge participants to critically evaluate how 
they have been raising capital in the past, and 
what areas can be improved to increase success 
in their fund raising efforts in the future

http://www.sicci.com/


Management Consulting © 2010

Presentation Highlights

ÅExpectations Gap ïFunders & SMEs

ÅFinancing Different Stages of Business 

ÅSome Misconceptions 

ÅTop 10 reasons why SMEs fail to obtain 
financing
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Successful Financing is managing 

Expectations Gap effectively

?
(A) Fundersô 

Expectations

Vs

Business ownersô

Expectations

(B) Perceived Risk? 

Suppliers of funds

Government 

Equity investors

Bank (Loans)

Large Corporations

(Strategic investors)

Demands for funds

Working Capital

Project Finance

Loans: 50% loan guarantee to banks (S$8.4B) 2010-2011

Equity: Co-financing with Fund Managers (S$1.5B) 2010-2020

SG Exim Bank: Investment & Trade Credit Guarantees

Govt

Catalyst

http://www.sicci.com/
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Financing Different Stages of Business

Stages of 

Business

I

Idea to 

Prototype

Start-up

II

Early 

Commercial-

ization

III

Market 

Acceptance

Growth 

(Domestic)

IV

Rapid Growth

ÅOrganic

ÅM&A

ÅGlobalize

V

Harvest

ÅExit

ÅIPO

ÅSale of biz

Govt 

Funds(*)

Grants

Tax

SEEDS 1:1

Incentives

Govt Growth Capital 1:1

EXIM Bank

Yes

Angel 

Funds

Very Few Few Yes Yes Yes (Many)

(Pre-IPO players)

Venture 

Capital

Nil Very Few Yes Yes

Mezzanine

Yes

Private 

Equity

Nil Nil Few

OTC

Yes

Mezzanine

Yes

Banks Nil Nil Yes Selective Yes

Source: Oriel Management Consulting
Remarks: Details on www.business.gov.sg
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Budget 2010 ïImpact on SME financing

Start-ups Growth Globalize

Bank 

Loans

LEFS

(Up to 70% loan guarantee)

SRI 

LIS/LIS+

(50%-75% loan 

guarantee)

IFS 

(80% loan guarantee)

EXIM Bank (*)

Equity SEEDS 1:1

Business Angel Tax 
incentive (*)
(50% deductible on min 
investment of S$100k)  

(*) 1:1 Co-financing

with financial institutions funds

Remarks (*): (*) New Initiative under Budget 2010 announced on 22 Feb 2010

LEFS: Local Enterprise Financing Scheme

SRI: Special Risk Sharing Initiative launch on 1 Jan 2009 (end Jan 2011)

IFS: Internationalization Finance Scheme 

EXIM: Export-Import Bank 

SEEDS: Startup Enterprise Development Scheme (SEEDS)

Source: Budget 2010 Speech, IE Singapore, SPRING, EDB
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Misconception: 

Expenditure over Repayment mindset

Business 
entity

Capital 
Providers

Capital 
Providers

$ X $ X+ R%

T = 0 T = 3-5 yrs

ωBuild Strong Credit Historywith Lenders
>>>  Credit must be earned.  Not given.

ωBuild History of Strong yet Sustainable Profitability & Capital Gainsfor 
Investors

Repayment Concept:

Misconception:

My Company seeks $X for marketing, R&D, etc.. It ñshould be 

ableò to repay the money when my business makes $.

http://www.sicci.com/
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Misconception:

Equity is better than Debt?

Equity Debt

Mis-

Conception

ÁEasier to obtain 

ÁNo need to pay back

ÁCheap as no need to pay 

interest

ÁHarder to obtain    

ÁBank goes after you & 

your family  

What it 

means?

ÁHarder to secure  

ÁOwnership dilution/loss of 

control

ÁExpensive to ñremoveò 

investor

ÁExpensive dividends (>20%) 

ÁñEternal creditorò to biz

ÁLess onerous 

requirements  

ÁNo ownership 

dilution/loss of control

ÁCheaper than Equity

ÁFixed term creditor

Source: Oriel Management Consulting
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Company was sold to MNCs or IPO @

10x Yr 5 Earnings = S$2m = 400% ROE => Investor expects Capital Gains!!!

Misconception:

Profit is enough for Investors? 

$10k

$500k

$50k $100k $140k

Cumulative $500k

back to investors

$200k

Year

0 1 2 3 4 5

Yearly Profits generated

Operating Profit Track

Capital Markets Track

Worse off than putting $500k as Fixed Deposit with small interest!
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Misconception: 

Value attributed to Commercialization

Stages
Proof of 

Concept

Proof of 

Functionality

Proof of Market 

Acceptance

Wrong 

Conception

Expect Sweat & 

R&D expense, 

Intellectual 

Property to be 

recognized as 

equity ïunrealistic 

valuations

Expect Sweat & 

R&D expense, 

Intellectual Property, 

Test reports can be 

recognized as equity 

ïunrealistic 

valuations

Sold one unit is 

considered market 

acceptance

Sold to relative or friend is 

market acceptance

What it 

means?

Little or no value is 

attached to IP, 

R&D, etc

Little or no value is 

attached to IP, R&D, 

etc

Value is only recognized 

when product achieves 

market traction or 

acceptance by large 

MNCs or government 

clients

Source: Oriel Management Consulting
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Why Biz Owners fail to secure $?

1. Lack of credible team (ñOne-Man showò)

2. Poorly drafted/No Business plan 
- Inconsistencies & ñnegativeò surprises
- Fail to articulate how the money is to be repaid to funders eventually

3. Flooding market with business plan (ñShopò around)
- Present to the ñwrongò people

4. Mismatch in Expectations between Funders and Business owners
- Biz owner puts nothing or very little investment but demand majority control
- Business ownersô/directorsô refusal to provide guarantees (for bank loans

5. Weak company financials: overgearing, undercapitalized

http://www.sicci.com/
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>>>  Poor Credit Profiles of Business/ Owners

Source: Oriel Management Consulting

Å Independent Credit Report on Company

ïFrom D&B Infocredit or DP Credit Bureau

ÅIndependent Credit Reports on Directorsô business interests in 
other companies

ïFrom D&B Infocredit or DP Credit Bureau

Å Personal Credit Reports on Directors

ïFrom Singapore Credit Bureau

Why Biz Owners fail to secure $?

http://www.sicci.com/
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Check on Company Profile

Source: Oriel extracts from Credit Reports

http://www.sicci.com/
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Writ of
Summons
Litigations

Winding 
up Petition

Source: Oriel extracts from Credit Reports

Lawsuit Check on Company Profile ïContôd

http://www.sicci.com/


Management Consulting © 2010

Check on Charges on Company Assets

Liquid Assets:
Cash
Property
Receivables

Almost ALL 
assets are 
used up for 
collaterals!

Source: Oriel extracts from Credit Reports

http://www.sicci.com/
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Lawsuit Check on Company Directors

Source: Oriel extracts from Credit Reports

http://www.sicci.com/
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Lawsuit Check on Company Directors ïContôd

Source: Oriel extracts from Credit Reports
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Check on: 
Company Directorôs Personal Credit Report

WFDDCCCBBBA
12-month rolling

A < 30 days past due

B 31-60 days 

C 61-90 days

D > 90 days

F : Closed with Outstdg Balance

W - Default

2 Bankruptcy Charges

Source: Oriel extracts from Credit Reports
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Loan substantially exceeds 

Personal Income 

http://www.sicci.com/
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Loan substantially exceeds Personal Income 

Loan requested
Substantially 
Exceeds 
Declared Income 
of Business  
Owner/Director
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