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A Aschair of the COMCE®M®arket DevelopmentTaskForce,the CapitalMarkets Authority of
Kuwait (CMA)is pleasedto take the initiative for its third consecutiveyear Thisyear, the
surveyfocusedon the topic of Small& Medium EnterpriseSMES) Thetopic was chosen
due to its increasingcrucial role in contributing towards longterm world-wide economic
growth, aswell asits benefitsof attractinga new/youngsegmentof investors

A Representing0%of total employmentandup to 40%ofy I G PR ZGDE8P $ Y SNA Py 3
SO2 Yy 2&IPCaz2thWR@Ig Banka U | ),Rhe (BMEtrket are essentialdrivers for
deliveringsustainableand inclusiveeconomicgrowth. On the other hand, the SMEsector
hasbeenthe target of systematicandtargetedintervention by governmentsandworld wide
internationalaid organizations

A COMCEGUnembers have long recognizedthe importance of the SME market to the
economieswhich they operate in. Accordinglya survey has ben conductedand shared
betweenthe membersto identify points of commonalityand differencein approacheso
SMEmarkets,with the intention of providinginsightto policy makersand market operators
about the range of possibilitiesthat they may wish to explorein enhancingor developing
their SMEmarkets
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A Thesurveywasbasedon quantitative and qualitative information gatheredfrom responded
COMCE@embers Thesurveyfindingsprovidesinformation on the bestpracticesdelivered
by jurisdictionsas well as providing information on SMEmarkets and different regulatory
efforts and initiatives of the member jurisdictionsto provide incentivesin promoting the
SMEmarkets

A The surveyquestionsattempt to gaugethe following areasof SMEswithin the respective
OlICmemberauthorities-

Profile of the SME Market

Access to Capital Markets for SMEs

IPOs, Registration Process and Related Costs
Regulatory Framework for SMEs

Incentives in SME financing through capital markets
Other issues

Future prospects

Key takeaways/ Recommendations

To To To Do To Io Do I
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Thesurveypopulationis 56 OICmembercountries Therespondingauthoritiesare
the representativesampleof 14 countries

Middle East Asia Europe Africa
- Bangladesh - Albania T Egypt
@ Maldives (@ Turkey © Tunisia

Pakistan
‘ Algeria

E= Malaysia




NEWKUWAIT

COMCEC Members

B Respomses Received

ICELAND ——
_g? FINLAND
§
S
e~
e -
e
— e
IRELAND
UNTEDKNGDOM  geppany  POLAND
seLcm
— P UKRAINE
e KAZAKHSTAN
FRANCE swrz A5 o™ wotoows
i T ROMANIA
ITALY

&
395/%" KIRGYZS1AN

W
TURKMENISTAN T USTAN

"
portucaL  SPAIN G

aa

ISIA

WESTERN B2
SAHARA
MAURITANIA INDIA
MALI NIGER d
%, CHAD  SUDAN FRTREA 75 yewmeN
THE GAMBIA % HRR
GUINEAD S5AU e A
Ll £ NIGERIA
=R e i R ELHORIA
i, WOIRE G & Mo Suoan SOMALIA
) &
£0. GUINER o
o
GABON Qé"o :««.m\) KENYA
" DRCONGO st
TANZANIA
ANGOLA MALAWI
ZAMBIA $
O
Zmpagwe  MOZAMBIQUE ;?
o
NAMIBIA 5
N &
orst® =
SOUTH AFRICA

COMCEC Members/Respondents

RUSSIA

MONGOLIA

NORTH KOREA

JAPAN

SOUTH KORFA

CHINA

Né‘p4 n BHUTAN

oA H
’ MYANMAR HONG KONG Y

LAOS

THAILAND.
VIETNAM PHILIPPINES

CaNBAD

LaNKa 5 BRUND : ¥
ALAYS]
P

INDONESIA

TIMORLESTE

PAPUA NEW GUINEA

AUSTRALIA

NEW ZEALAND

> o) -
‘{l’, T«f%%
I\l

¢

Capital Markets Authorlty

State Of Kuwait "SI a9y

Created with mapchart.net @ 7




<

SN
NEWKUWAIT

3. Profile of the SME Market

\7
c)/‘\’ 39»

Capital Markets Authorlty

State Of Kuwait "SI a9y




/>
<

= L1 Overview
SN
NEWKUWAIT

What is an SME Economic benefits

.

A Astandard international definition
of small and mediunrsized
enterprise (SME) does not exist

A SMEs are defined differently in the
legislation across countries, in
particular because the dimension

A SMEs are key players in the
economy and the wider eesystem
of firms.

A Essentialfor boosting economic
growth and delivering a more
inclusiveglobalization

dGavltftéeé FYR aGYSRidaYé 2F | FANXY | NB
relative to the size of the domestic
economy

A SMEs are often embedded in local
eco-systems, which represent their
primary source of knowledge, skills,
finance, business opportunities and
networks.

\7
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Listing benefits

i

A Activate the trading movement
and increase liquidity in the
exchange

A Attractive commodity for
investment and ensure a good
return.

A Helping them deal directly with
their competitors and
simultaneously getting the
opportunity to market
themselves, thereby creating
business opportunities.
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w Manufacturing agricultural, and service sectors
w Diversification of production base

eﬁ%ﬂ
SME

Employment

w Vast majority of companies are
considered SMEs

Eﬂlfiﬁﬂ

Number of
Firms

w A key role in driving
employment especially in
developing economic.

w Large contributors to
employment growth

TR |
|

Entrepreneurial
opportunities

w Important opportunities to

]
developentrepreneurialskills gv

Innovation w SMEs are an important source of innovation

processes, products, arsgrvices.

w Canbe more efficient at producing innovation
than large firms
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A In this section the survey attempted to examinethe present status of the SME
market existingin the respondentsjurisdictionsand give an overview of the SME
marketstructure by askingthe following questions

1. Doesyourjurisdictionhavearegulatory/legaldefinition for SME?

2. Whatarethe applicablemeasuresisedto identify an SME?

3. Whatarethe existinglegalformsof an SME?

4. What is the nature of the entity responsiblefor regulating and promoting
SMEs?

5. Howisthe SMEmarketstructured?

6. Whenwasthe SMEmarketestablished?

7. Otherquestionsrelatedto SMEmarketcomparisornto the Main market.

11
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SME Definition in Member Countries

A There is no single consistent definition for it, however number of employees was the most commonly used indicatol

No. of employees

32%

Company Capital

16%

Revenues

laiE A

Capital Markets Authority
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Assets No. of Shareholders

5

8% 0%

Gross Income Others

Ly}

8% 5%
Legal Form Public Float
8% 3%

12
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A All respondent$havelong recognized the importance of the SME market to the economies which they
operatein which alll4 respondents have claimed having regulations in place for SMEs.

®
I

Iran Bahrain
= = g =
] - _
Egypt Malaysia Algeria Pakistan KSA Kuwait Bangladesh
v v v v v v v
2007 2009 2012 2015 2017 2018 2019

*. OTC market establishment. National fund for Small & Medium Enterprises was establi0ea in

13
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A Joint stock company and Limited liability company are the most common existing legal forms for SMES.

= CEHIE @R O=_"wEa—no

Joint stock company K K K K K K K K K K K 11
Limited liability K K K K K K K K K K
company 10
Sole proprietorship K K K 3
Partnership K K 2
Closed shareholding K K K K
company/ public 4

company / Others

14
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Country Nature Name
Albania - Part of another government entity Albanian Investment Development Agency (AIDA)
Algeria [ Part of another government entity Ministry of Industry& Mines
Bahrain ’ Mandate shared by several entities TamkeenBahrain Development Bank, Economic Developm
Board, Chamber of Commercel@usry Central Bank of
Bahrain, Bahrain Bourse, Ministry of Industry Commerce &
Tourism
Bangladesh - Mandate shared by several entities Bangladesh Securities & Exchange Commission (BSEC), The
Registrar of JoinBtock Companies & Firms (RJSC), SME
Foundation
Egypt W Mandate shared by several entities The Financial Regulatory Authority (FRA)k Egyptian
I Exchange (EGX)
Iran * Mandate shared by several entities Iran Securities & Exchange Organization (SEO), Iran Small
E— Industries &ndustrial Parks Organization (ISIPO)
KSA Mandate shared by several entities The General Authority fd8mall & Medium Enterprises,
Ministry of Commerce & Investment
Kuwait = Separate Government Entity The National Fund for Support & Development of Small &
Medium- Sized Enterprises, Ministry of Commerce & Industry,

Capital Markets Authority

15



«
A4 The nature of the entity responsible for regulating andUu
— AN Y 3 9/\
S —— (2 M
%w»uf p ro m Otl n g S M ES 2/ 2) Capital Markets Authority
NEWKUWAIT St Of Kt oy <2155
Country Nature Name
Malaysia = Mandate shared by several entities SME Corporation Malaysia, Compar@snmission of
S Malaysia (CCM), Securities Commission Malaysia (SC), Bursa
Malaysia SecuritieBerhard(BMSB)
Maldives Separate Government Entity SME Councibrmed under SME Act & Business Centers
Pakistan Mandate shared by several entities State Bank of Pakistan (SB®9curities & Exchange
Commission Pakistan (SECP), Pakistan Stock Exchange (PSX),
Small & Medium Enterprise Development Authority (SMEDA)
Palestine = Part of another government entity Ministry of National Economy, Palestine Investment
Mandate shared by several entities Promotion Agency
Tunisia Separate Government Entity ¢tKS LYRdzZZAGNE 9 {a9Qa aAyAaildNe
Turkey Mandate shared by several entities Small& Medium Sized Enterprises Development, Ministry of

Industry & Technology (KOSGHR)salstanbul, Capital
Markets Board of Turkey

16
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A Factsandfigures Asof the end of 2017, 6,807 companieswith a total marketcapof over USp1.3trn were listed on 33 separateSME
boardsacross29 World FederationExchangenemberexchanges

A Anumberof 6 respondentsout of a total of 14 jurisdictionsclaimedthat the SMEmarketin their jurisdictionsis structuredunderthe
Main Market asa JuniorMarket. Bahrain,Bangladesland Malaysiaclaimedthat SMEmarketoperatesunder a separateplatform.

No. of ListedCompanies Market Capitalization(USDBn)
778 700,00 4,000
3,65
600,00 3,500
500,00 3,000
2,500
400,00
2,000
300,00
1,500
219
200,00 1000
121
69 100,00 0,500
L5 3B 13 0,37 94017
~ mm — - 0,00 ‘ _ . '
Algeria Egypt Iran Malay5|a Malaysna Tunisia Algeria Egypt Iran KSA  Malaysia  Tunisia

(ACE)  (LEAP)

mmm Main Market es===SME Market

® SME Market = Main Market

17
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A The Industrial sector contributed the most in terms of number of listed companies and market capitalization.

No. of ListedCompanieg%0)

1‘V 204

2%
4%
3%

m Healthcare
= Real Estate
m Utilities
Retail
m Food & Beverage
m Industrial
m Telecom
m Travel & Leisure
m Technology
m Construction
m Products & services
m Financial Services
= Agriculture

Market Capitalization(%0)

1%

—\1/0 0% 00/0

7
3

2%
1%

m Healthcare
m Real Estate
m Utilities
Retail
m Food & Beverage
® Industrial
m Telecom
m Travel & Leisure
m Technology
m Construction
m Products & services
m Financial Services
= Agriculture




454 X ;
<48 Variation of listing requirements in the SME market compared Wlt@\i U”)w‘“
x)wow;‘ Iarge ISSUers Capnal Markets Authorlty

NEWKUWAIT ait g SI At

A Respondents show that adjustments to both the initial and ongoing listing requirements have been
implemented to cater to the needs of the SMEs as well as to the protection to minority investors.

Listing Conditions 1
—

M
_
Minimum paid up capital K K
K

Minimum allocation to retail
investors

Minimum freefloat K K K K K

Minimum number of subscribers/ K K K K K
shareholdergequired

Amount of investment required by K
each investor

Numberof years of profitable K K K K
operation

Other (i.e.min capitalization, disclosure K K K K
requirement etc., no of issued stocks,
advisors)

19
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SME Platform

__‘ . Main Market

- None of the respondents claimed

that there hasbeenan incidentwhere lll

a company has shifted from SME “'
Marketto the Main Market. 108

- All respondentsclaimedthat it is a

voluntaryactiontakenby the company m : g '——-J
to shift to the Main Market subjectto ..

abiding to all listing requirements of
the Main Market.

- Exceptfor Bangladeshd 2 K $aid-
up capital exceedsa certain limit it is
mandatory to shift to the Main
al NJ. Si¢

- Pakistand 2 K $ajd-up capitalor its
equity exceedsa certain limit SME

shall within 1 year seekits listing on l I
Main Market, provided that at least

three annual audited financial
statementsareLJdz0 f A a KSR €

20
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4. Access to Capital Markets from SMEs

21
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A In this section, the survey attempted to examinethe level of accessto capital
marketsfor SME<y askingthe following four questions

1. Whattypesof lendingare availablefor SME®

2. Are crowdfunding platforms regulated in your jurisdiction? How many are
they?

3.  Whichof the impedimentsmaydiscourageéSMEownersfrom accessingapital
marketsfinancing

4. Which of the impediments may discouragebrokers from functioning with
SME®

A Thissectionis rather significantin the caseof SMEsastheir relative smallersizemay
limit their accessto capital The results of the survey for this section may aid
regulatorsin consideringalternative modesof fundingin addition enhancingaccess
to the existingchannels

22
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A Crowdfunding platforms surged in
numbersin the last few yearsdue to the
major advancements in information
’ ) technologyand spreadof mobile phones
‘ which allowed for a universalaccessto
the internet (for all stakeholdersin the

fundingprocess.

A Qowdfunding is regulated in a few

DEBT EQUlTY jurisdictions, but no platforms were

establishedyet in those countries thus
no datawasprovided

State Of Kuwait —ws9-ST1 d¥gs

Debt financeis more relevant Equity finance is what smaller
for larger companiesas such companies (i.e. SMESs) have : ) . :

: : given the following options as available
companies already have an accesgo, mostlyin the form of typesof lending
establishednyestorbase,and venturecap?talandqlittle Ia_tter, - BanksandfinancingcompaniegDebt)
the companyis pastthe stage | through Initial Public Offerings - Corporatebonds(Debt)
of seltfinancing In this case, (IPO3%. - Venturecapital (Equity) .
most lendingis done through -Crowdfundingplatforms(Debt& Equity)

banksand corporatebonds - Others(Debt& Equity)

A The participants in the survey where
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As seenclearlyin the chart, banksand financingcompaniesare the dominant sourceof lending for
SMEsn all the participatingjurisdictions Othertypesare asfollows:
A EgyptandPalestinementionedMicrofinance leasing mortgageand private equity.

A ForSaudiArabia,indirectfinancingthrough private fundsand private placements

A Kuwait has establishedthe Kuwait National Fund for SMEsdevelopment (KNF to facilitate

financingfor SMEs
Types of lending available for SMEs

A Similarly,the Maldiveshas establishedan SME 14 93% 100%
Fund under the SMEAct in addition to SME 12 79% o
DevelopmentFinanceCorporation 10 64% 70%

50% 60%

50%

40%

vV 21% 30%

dThemar Investment C dzy Rahd others 20%
Additionally, there is another fund to provide éi/

financial support for distressedSMEswhich is Banks and  Corporate  Venture Crowdfundmg Others

financing bonds capital platforms

operationalsince2018 companies

(0]

A Tunisianoted that there are investmentfunds
contributing to financing SMEs such as

(e}

N

N

24
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Crowdfundingis rapidly evolving as an alternative source of funding, mainly for
SMEs Lending institutions are in essence intermediaries for funding Thus,
crowdfundingplatformsbuildonad [ 20¢y1 3&tfatégy,i.e. providingcapitalfor large
numbersof ventureswhichare not sufficientlyservedby banksand other traditional
institutions.

Regulatorsall around the world face severallegal and regulatory challengeswith
suchplatforms,asbasicasthe legaldefinition of crowdfunding,whichin most cases
runsinto the next challengeof definingthe scopeof regulationandsupervision
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A Themajority of participantsdid not regulatecrowdfundingin their jurisdictions
yet. Only (2) respondents have active crowdfunding platforms in their
jurisdictions,with Malaysiabeingthe mostactive(21 regulatedplatforms)

Eg\ pt Turkey _
First equitybasedcrowdfunding Regulated, howeveno crowdfunding platforms

wasestablished as the specifics of the regulation

legislation is currently being reviewed. will be determined through a communique.

Bahrain Malaysia
Regulated, but no crowdfunding Currently21 regulated crowdfunding
platforms yet. platforms within Malaysian SC jurisdiction.

* [ran noted that the rules of crowdfundinghas

Saudi Arabia beenapprovedsincelast yearandis goingto be
Currently2 regulated crowdfunding launchedassoonaspossible

platforms within Saudi CMA jurisdiction * Tunisianoted that the law is expectedto be
issuedin the nearfuture.

26
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Capitalmarkets offer severalalternativesto traditional financingfrom banks Despite
their variety and availability, SMEsare still not fully utilizing suchinstruments We listed
the following aspossibleimpedimentsthat discourageSMEdrom seekingfundingusing
capitalmarkets

Lackof familiarity with capitalmarkets

Misconceptionthat companyis too smalland stockmarketsare for bigissuers
Shortageof skilledpersonnel

Costandfulfillment of regulatoryrequirementsduringandafter an IPQ
Familyowned structuresandfearto losethe control of the company

Issuanceprice (i.e. the discountappliedby the marketoverthe & (i 2 Qrice@uld
be not fair).

Lack of investors and the existing uncertainties surroundingthe successof the
offering.

Lackof liquidity in the secondarymarket

To T T To o T o I

27
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A All Respondentsagreedthat the top three impedimentsare (1) Lackof familiarity with capital

markets (2) Costandfulfilment of regulatoryrequirements (3) Familyowned structuresandfear
to losethe control of the company

A Some respondentsnoted that a major impediment is the lack of specific regulation that

encouragesdevelopment of SMEs also the lack of audited financial reports and qualified
accounting& financemanageress

Lack of familiarity with capital market< G 100%

Misconception that company is too small and stock markets are for big issuers 69%

Shortage of skilled personnel 62%

Cost and fulfillment of regulatory requirements during and after an | [ EEEEEGEG_G_G—  100%

Family owned structures and fear to lose the control of the company. 100%

Issuance price I 467

Lack of investors and the existing uncertainties surrounding the success of the offéfing 69%
Lack of liquidity in the secondary market 62%

Others NG 23%

28
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In perspectiveof capital, there are buyersand sellers the buyersbeingthe SMEsthe

sellersbeing market intermediaries The previousquestiondiscussedhe issuesfacing
the buy side Thisquestioncoversthe sell side,what is preventingit or discouragingt

from offering extendingfinanceto SMEs The following summarizethe main reasons
why someintermediariesprefer not to work with SMEs

Thereis alackof interestfrom SMESn raisingcapitalthroughequity.

There are no investors interested in small and medium offerings (due to, for
instance,issuegelatedto liquidity, portfolio composition,etc.)

Their distribution channelsare not suitable for investor interested in investingin
SMEs

Theremunerationwith smalland mediumofferingsdoesnot pay-off.
Reputationrisks

Liabilityrisks

o Po o Do o Do

29
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A 12jurisdictionsrespondedto this question

A Themost commonimpedimentfor brokerswas that there are no SMEsinterested in raising
capitalthroughequity (8 respondents)

A The 2nd most commonimpedimentfor brokerswasthat there PEo Py @S ® ¢ 2 BRBSYA (1 S R
smallandY S R PUFYT S (NJespahdents)

No investors interested in small and medium offerings 58%
Distribution channels not suitable for investors interested in SMES 25%
Remuneration with small and medium offerings doesn't pay-off 42%

Reputation risks 50%

abity sk | -

30
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5. IPOs Registration Process and
Related Costs
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Launch Growth

- Venture Capital
- Debt and asset backed
securities

- Equity Securities
- Specialized funds

- Seed capital
- Own savings

32
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Oy
SOP
Oy
LI |
Incentive for greater venture More Efficient Distribution of Enhanced/isibility
capital participation Risk

(4 ® (6
= ~
) >

Greater Credibility Expand Investor Base Lower Debt Burden
Equity financing opportunities

33
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SME IPO Process

Appointment
of Advisors

(Listing,
Banking, Legal) \
Regulation

L Requirements
Listing & Offeri
Market Making dgcur?qrtleﬁs

etc)

Restructuring
of Capital and
Valuation

Issue Pricing &
Allocation

Due Diligence
& Prec IPO
preparation

Marketing
Strategy

\7
‘)/L\’ z9/~r=

Capital Markets Authonty

State Of Kuwait "SI a9y

A Benefits

34
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A Findingthe balancebetween reducingcostsfor issuersassociatedwith complying
with initial and ongoing listing requirements and ensuring appropriate investor
protectionis crucialchallengefor both{ a 9a@dregulators

A Inthis section,the surveyattempted to givean insightaboutthe processof the SME
IPOs,registration processand related costswhich exist in the COMCE@embers
marketsby askingthe following questions

1. What are the differencesbetweenthe SMEissuersand large-scaleissuersin
respectto the IPOprocessandrequirements?

2. Whatarethe expenseof an SMEIPO?

3. Areshareholdersof SMEpermitted to selltheir shareswithin anIPO?

4. Arethere anyregulationsfor lockingup the sharesfor SMEowners?

35
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A Many respondentshave addressedthe inevitable costsand challengesaced by SMEissuerstherefore have
put in place relaxed IPOand compliancerequirements, mostly within the context of advisors,documents,
capitalandfree float requirements

A 8 countriesreplied, 67% of them require listingfeesand 33%other type of fees

SMEIPORequirementy%o) SMEIPOFeeq%)

Approvals 8%

Type of Investors 6%

Corporate Governance 3%

Free Float ' 11%

Market Cap 3%
Fair Value 3%

Financial Statements — 6%

No. of Shareholders 8%

Fees 8%

Advisors 17%

Documents 17%

Capital - 11%

36
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Are shareholders of an SME permitted to sell their shares withlrUu b};‘*ﬂ

Do Po o I

anlPQO?

Capltal Markets Authority
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Another frequently cited challengeis ensuring sufficient liquidity of shares, while addressingissue
concernsaboutlossof control aswell asensuringminority investorprotection.

All respondentsclaimedthat there are regulationsfor lockingup the sharesof SMEownersfor a certain
time period after an IPOhastakenplace

Answersshowedlockup periodsrangefrom 6 monthsto 3 years

KSAis the only country with Regulationsor practicesthat enable ownersto control the companywith

minority shares(suchaspreferred stocks)

Pakistan

Malaysia

37
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6. RegulatoryF-ramework for SMEs
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Regulatory frameworks for SMEsSurvey

A Inthis section,the surveyattempted to take a closerlook at the regulatoryframeworkof
SMEswvhichexistin the COMCE@embersmarketsby askingthe followingquestions

1.
2.

A F

Whatarethe differencesn the requirementsfor SMEssuersandlargeissuers?
Are there any other explicit SME requirements that are not applied to other
iIssuers?

Doesyour jurisdictionhaveanyrisk disclaimerfor investorsto reviseand signprior
to doinganytransactionon the SMEmarket?

Do looser and proportional securities regulations on { a 9 @@ate investor
protection problemsin your jurisdiction?

What difficulties does your jurisdiction face when implementing proportionate
securitiesand practiceson the complianceof SMES?

What approachis usedin supervisingand monitoring SMEsn accordanceo the
securitiesregulationsin your jurisdiction?

indingsof this sectioncanpoint out the lackof { a 9l&an&aswell asprovideindicators

of how important initiatives and laws undertakenin eachcountry to supportthe SME
marketgrowth.
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