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Financial institutions survey:

Financial products for micro, small and
medium-sized enterprises (MSMEs) and for
financing electric vehicles (EVs) in Bangladesh
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BACKGROUND AND EXISTING ELECTRIC VEHICLE
LOAN ASSESSMENT FRAMEWORK FINANCING

OF THE SURVEYED INSTITUTIONS LOAN PRODUCTS FOR HIDE SHARING
COMPANIES

WHO DID WE SURVEY? (INSTITUTION TYPE) Ride sharing companies are expected

< 0259 = to play a key role in the EV (2-wheelers

e Banks, Micro Finance Institutions and in particular) uptake in Bangladesh.
Non-Banking Financial Institutions However, around 2/3 of the surveyed
HieRs that actively support micro, small institutions don’t offer any loan products

FINANCE F g - 5 .
INSTITUTION and medium sized enterprises. tailored for these companies.

46% Lack of registration is considered as the

main issue while providing loans to EVs,
‘ ‘ followed by the government regulation.
Creating a clear and sustainable business
case for using EVs is seen as the most
powerful way of incentivizing EV finance,

followed by presence of refinancing

EXISTENCE OF FRAMEWORK FOR schemes.
INTEREST RATE CALCULATION

. e A specified framework for calculating WAYS OF Issu Es IN
loan interest rates exists in 67% of INCENTIVIZING PROVI DING LOANS

the surveyed institutions. EV FINANCE TO EVS

YES
67%

Government Enabling

FRAMEWORK FOR DECIDING LOAN SIZE regulations legislation

Refinancing Insuorlance
schemes products

31d03d

¢ The financial statements, followed by
revenue potential estimation, are the
primary evaluation parameters used in
the loan application decision process.

Clear Perception
business case
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Small size

Growing of loan

demand

Lack of
registraion




LOW CARBON LOAN PRODUCTS

EXISTING LOW CARBON

MOTIVATION FOR OFFERING LOAN
PRODUCTS (RENEWABLE ENERGY
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SUSTAINABLE FINANCE

38%

(o)
-
RENEWABLE ENERGY g *
TECHNOLOGIES

31%

EV FINANCE

®
19%

®
13%

OTHERS

LOW CARBON TECHNOLOGIES
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SOLAR TECHNOLOGIES g
°
/
41%
ELECTRIC VEHICLES g ®
24%
o

BATTERIES & ENERGY
STORAGE TECHNOLOGIES

18%
o
BIOGAS/BIOMASS DIGESTERS g

12%
6% ®

AND SUSTAINABLE FINANCE)

MOTIVATION OF LOAN PROVISION
FOR RENEWABLE ENERGY TECHNOLOGIES

SAVING
ENVIRONMENT

11%

POSSIBILITY OF * 45 % of the institutions are already

TAX INCENTIVES

o offering loan products targeting
.I l /o renewable energy technologies.

22% is attracted by the market
FINANGING potential of renewable energy

environment and green financing are
other motivation factors for providing
SR loan in RE technologies.

22%

MOTIVATION OF LOAN PROVISION
FOR SUSTAINABLE FINANCE

SAVING
ENVIRONMENT

11%
GREEN

FINANCING e More than 3/4 of the institutions
are already providing sustainable
finance related loan products.

Green financing and environmental
protection are other mentioned
motivations for providing
sustainable finance.
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SERVICE TO WOMEN MOTIVATION FOR OFFERING LOAN
ENTREPRENEURS PRODUCTS FOR EV FINANCE AND
LOAN PRODUCTS FOR WOMEN WOMEN ENTREPRENEURS

MOTIVATION OF LOAN PROVISION
FOR EV FINANCE

e Half of the surveyed institutions are
providing various loan products for
EV financing.

* Motivations for introducing loan products
tailored for EVs include market potential,
policy mandate, possibility of tax
incentives and saving environment.

MOTIVATION OF LOAN PROVISION
FOR WOMEN

WOMEN ENTREPRENEURS 1l el )
¢ More than half of the surveye
AMONG CLIENTS institutions are providing various

loan products specifically tailored

MICRO NON BANKING PRIVATE
for women entrepreneurs.

FINANCE FINANCIAL COMMERCIAL

INSTITUTION INSTITUTION BANK

* Motivations for introducing such

N loan products are policy mandate
76% 7% 7% GREEN and social inclusion.
WOMEN' WOMEN WOMEN




MAIN RISK FACTORS CONSIDERED
IN LOAN APPLICATIONS

DIFFICULTIES FACED DURING THE LOAN
APPLICATION

HIGHLIGHTS

SERVICES TO WOMEN PERCEIVED LOW CARBON DIFFICULTIES IN LOAN SUCCESS FACTORS IN
ENTREPRENEURS RISKS LOAN PRODUCTS APPLICATIONS LOAN APPROVALS

Commercial risks (e.g., financial stability and
U cash generation potential, vulnerability to
@ pandemics like COVID) are the major risks
considered in processing loans to MSMEs
and women led/owned enterprises.
RISKS IN LOAN MICRO/SMALL MEDIUM WOMEN

APPLICATION ENTERPRISES ENTERPRISES ENTERPRISES For micro / small enterprises, business
”’C:n:w’ciéh’k”’ ”’26:/’””’3’2:/’””’3‘8:/” continuity risk (the risk of the business
Business Continuity Risk = P 13% being able to maintain sustainable business
Credit Risk 13% 4% 6% operations) is seen as the second most
Data Verification 10% 12% - Significant riSk.
Documentation 6% 4% 19%
Inadequate Accounting 6% 4% - For medium enterprises, verification /
ze'ei‘_“’_"l 5 2 y . validation of the data submitted is considered
eneficial Owner - % % - oy .
P — o . o3 as the second most significant risk.
S 3 = - For women owned enterprises, documentation
‘ ‘ RN ity FINANCIAL INSTITUTIONS
(o] ti | Cost 3% - . e 0 -
SR : . Overall, availability of sufficient collateral,
Social Status L 4% a business plan and documentation are s RVEYE D
Political Risk 1 4% reported to be the major difficulties faced U
Willful Default ] = by MSMEs during loan application.
Exchange Rate - 4%
Fund Diversion - 4%
Loan Slze - = -
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FACTORS OF SUCCESS DURING LOAN
APPLICATION

Availability of a stable cash flow is
considered as the major success
factorfor loan approvals.
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This is followed by the availability of
required documentation, availability

of sufficient collateral for loan, nature

of business, social network and personal
net worth are other notable success
factors.

MN% 11% 8%
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FIND OUT MORE

britbanglabusinesssupport.co.uk
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