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Romania has
one of the
largest MSME
finance gaps in
the region
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Around 11in 8
SMESs pursue
financing
through a
financial
institution.

Between April 2020 and May 2021; source : BNR
April 241, 2020 — June 30", 2022; source: FGCIMM
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~80%

of SMEs have not applied for
finance from banks or non-bank
lenderst?

~13%

of SMEs have financed their
activity through a bank?

40bn

total value of loans to SMEs
awarded through IMM Invest?

Common financing sources:

— Reinvesting profits/ selling assets
— Shareholder loans/ capital increase
— Supplier credit

— Loans from friends and family

16%

of SMEs were approved the full
requested credit valuel

15%

of credit institutions think micro
companies have become riskier
in T2 2022, compared to T13



We asked
100 Romanian SMEs...



What were you most unhappy with when applying for
credit from a bank or non-bank lender?
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What were you most unhappy with when applying for
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Too many documents requested
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What were you most unhappy with when applying for
credit from a bank or non-bank lender?

\

Bureaucratic process

Too many documents requested
Interest rate too high a
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Note: Ple chart shows percemage of all respondents preferring each option i
Source Kearney -commissioned onlmg,survey with 107 Romanian SME respondents in Sept 2022




Why would you choose an immediate credit from a Fl,
rather than a loan from friends or a commercial credit?
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More trust in a financial institution
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Immediacy — short waiting time
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Why would you choose an immediate credit from a Fl,
rather than a loan from friends or a commercial credit?
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More trust in a financial institution

Immediacy — short waiting time

Professionalism a
Ease and accessibility a




Quick, fully
online credit
(“from the sofa”)
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Why would you choose to apply for an online
“from the sofa” credit, instead of one that requires more




Why would you choose to apply for an online
“from the sofa” credit, instead of one that requires more
effort but comes at a smaller cost?
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Why would you choose to apply for an online
“from the sofa” credit, instead of one that requires more
effort but comes at a smaller cost?

Not losing valuable time
Ease and simplicity




Why would you choose to apply for an online
“from the sofa” credit, instead of one that requires more
effort but comes at a smaller cost?
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Not losing valuable time
Ease and simplicity
Immediate certainty




Why would you choose to apply for an online
“from the sofa” credit, instead of one that requires more
effort but comes at a smaller cost?
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4in 5 SMEs expect their bank to offer more than banking products

81% 80%

T

Banking solutions provider Support beyond just banking



SMEs desire non- Key Takeaways
financial support
from their bank
relatively more

than financial
support. — SMEs overwhelming desire advisory support and platform access from their

business banks
Client example / recent project. (-\

Perception and reality is not Switching @ — Perception suggests that SMEs mainly switch due to diminishing trust and

access ranks relatively low in terms of what the SME believes will increase

Desires @ — Contrary to our hypothesis, SMEs do not mostly desire funding; finance
their business performance

— SMESs desire strategic and operational advice, and advice that helps them
navigate the regulatory environment

— Less satisfied SMEs desire advisory support relatively more. Advisory
support may be a critical differentiating factor to drive up customer
satisfaction.

S,

always aligned triggers efficiency.
— In reality, SMEs mainly switch due to bank charges and service quality

— SMEs that switched in the past due to service quality are currently less
_/. satisfied. Service quality is likely poor across the market
P

r AR — SMEs that switched due to business needs are generally more satisfied now.
A e Business needs are likely better met post switch

“ — Although not selected as a top consideration, there is a strong correlation

)

between where individuals have their personal and business accounts

— Older entrepreneurs seem less fee sensitive and more inclined to bank with
28 KEARNEY their personal bank



Who does it well?
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Digital/Neo Banks or Fintechs either focus on a killer/hero banking product or service, niche
offering (i.e. BNPL), build wider ecosystem of services (non-banking) and even marketplaces

Digital/Neo Banks and Fintechs patterns in serving SMEs

Niche offering Ké"

\/
Killer/Hero standard Non-banking = Wider ecosystem/ @
bank offerings K offering/integrations L= marketplace
Offering standard banking Specializing in a niche financial Focusing on adding non-core Going beyond a standard
products and focusing on offering such as: banking: services which are to banking offering and even
innovations around them as _ some extend connected with beyond non-core banking
well as best in class User Buy- o Pay_ Latfar (B_NPL) banking products such as: offering.
SGEENE B ]Ei)nnalllrr]]grfactormg/mvmce — Accounting services, Example of such additional
Examples of such innovations g _ T SRS services are:
are. = Gl _ Invoicin — Marketplace offering: enabling
— Fast seamless lending 9 _ the business to find products
— Loan comparison tools - E;(gp:nr;igdtrgg/(:ﬂgnigd and serwcefs_from others
— Payments Com _ _ — Run advertising campaigns for
- pany registration support, your business
— Extremely fast registration and . _ :
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Iwoca combines Overview E&
top User iwoca is a British online Fintech offering lending
Experien ce of their solutions to SMEs in the United Kingdom and

. Germany.
app with _ :
. . iwoca offers flexible loans up to £500
Innovative thousand for all businesses, using only basic

solutions such as details and bank statements from the last year

small loans used for assessment

as a ‘BNPL’ option,

or repayment rate Differentiating factors @
linked to business

Invoice split pay (,,BNPL” made much easier):
turnover plitpay { )

— Offering a payment method via iwocaPay

— Being able to offer the customer an option to

g‘nﬁgggirgg ?guzn%izir:\évgca ; ~~ spread the payment over 90 days interest free
F

financing solution with eBay: lexi-loans:
eBay merchants will be able — Duration from 1 day to 2 years, used to bridge
to apply for working capital gaps in case of late payments from the clients.

loans from 2.5 K to 1 M euros _
— Extremely fast processing of loan requests
Killer/Hero standard bank (record of 2 min and 27 seconds).

offerings Revenue based loan:

— Linking loan repayments to business turnover,
_ I.e. establishing that 20% of the turnover will be
iwocaji dedicated to loan repayment

AN

N
L~
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Use case illustrations %

24 monthly repayments of £26,057

IntU|t|Ve and dynam|c [25,363(3.33% interest rate per 30 days)

loan calculator

——

£426,000
®

Borrow up to £500,000

S

For up to 12 months

Need help? call us Borrow £463,000

& iwoca.co.uk

© Poyment to Company Ltd.
Invoice order

£3,000

Pay Now

® Pay £1,000 / month

Complete payment

2 ) Get paid twice as fast
X,
By offering an online payment option
More likely to purchase.
57%
Work with more customers.

Paid the same day
75%
f Funds in your bank account on day 1

ma] (¢

Buy Now Pay Later” options
offered via iwocaPay (payment
splitted over 3 months)




Key success
factors to
better help
Micro-SME
customers
with
controlled
risk
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Digital
— Digital offers what MSMESs crave: speed, accessibility, transparency, simplicity.
— But you must also explain financing simply, transparently, properly, not just offer it.

— MSMEs are also individuals, often using company’s and personal money as a one ‘wallet’.
— Interface must be intuitive and aesthetic (and behavioral principles applied).

Automatic

— Automatic data retrieval, processing, decisioning.
— Manual checks/intervention in exceptions or past set thresholds.

Alternative risk assessment

— Traditional analysis is insufficient; alternative data include behavior, digital footprint,
psychometrics. Advanced analytical models (ex. ML) required.

— Risk based pricing. Relationship based pricing. Flexible credit reimbursement patterns.
— Anticipation vs just reaction (both determining lending need and managing credit lifecycle).

Focus and go where the customer need Is

Customers don'’t just need money, they need to pay something on time, or get paid on time, or
need to take advantage of an opportunity of investment. Go where that need is, ex. embedded
finance, Buy Now Pay Later



Thank you

Florian Teleaba
Principal, Bucharest office Lead

Florian.Teleaba@kearney.com
Bucharest

Stay connected with Kearney
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This document is exclusively intended for selected client employees. Distribution, quotations and duplications —
even in the form of extracts — for third parties is only permitted upon prior written consent of Kearney.

Kearney used the text and charts compiled in this report in a presentation; they do not represent a complete
documentation of the presentation.

KEARNEY



https://www.linkedin.com/company/kearney
https://www.instagram.com/kearneyofficial/
https://twitter.com/Kearney
https://youtube.com/Kearney
https://www.facebook.com/Kearney/
https://www.linkedin.com/company/kearney
https://www.instagram.com/kearneyofficial/
https://twitter.com/Kearney
https://youtube.com/KearneyOfficial
https://www.facebook.com/Kearney/

