
Jiazhuo G. Wang • Juan Yang 

Financing without Bank 

Loans 

New Alternatives for Funding SMEs in China 

Springer 



Contents 

1 Funding for "The Leftover Eighty Percent"—Micro and Small 
Loans for SMEs 1 
1.1 The Birth and Growth of Micro Loans in China 2 
1.2 What Drives the Cash Flow of Microloan Firms? 5 
1.3 The Risks Pertaining to Microloans 6 

1.3.1 The Issue of Business Sustainability 6 
1.3.2 The Risk of Higher Financing Cost 6 
1.3.3 The Risk of Illegal Fund Collection 7 
1.3.4 The Risk of Default 7 
1.3.5 The Risk of Internal Control 7 
1.3.6 The Risk of Company Control 8 
1.3.7 The Risk of Business Transfer 8 

1.4 Some Front Runners of the Microloan Industry 8 
1.4.1 Ali Microloan—A Growing Shark in the Banking 

Industry? 8 
1.4.2 A Front Runner of Microloan 

Business—ZD Credit 10 
1.5 The Future Development of Microloan Industry 11 
Reference 13 

2 Can "Guaranty" Be Guaranteed?—SME Loan Guaranties 15 
2.1 What Is a Financial Guaranty? 15 
2.2 A Glance at Financial Guaranty Industry in China 17 
2.3 The Business Model of Financial Guaranty 18 
2.4 The Shepard of the Chinese Guaranty Industry—Shenzhen 

HTI Corp 20 
2.4.1 BYD, the Warren Büffet Favorite 21 
2.4.2 SINOVAC Biotech, Ltd 22 
2.4.3 Shenzhen Terca Technology, Ltd 22 

xiii 



xjv Contents 

2.4.4 Hans Laser 22 
2.4.5 Shenzhen HYT 23 

2.5 The Future of Guaranty Industry in China 23 
References 25 

3 Is Three Better Than One?—Mutually Guaranty Loans 27 
3.1 The Definition of Mutual Guaranty Loans 28 
3.2 The Procedure of Mutual Guaranty Loans 29 
3.3 The Business Model of Mutual Guaranty Loans 30 
3.4 Some Cases of Mutual Guaranty Loans 31 

3.4.1 China Construction Bank (CCB): Mutual 
Assistance Loans 31 

3.4.2 China Minsheng Bank 32 
3.4.3 Huaxia Bank 33 
3.4.4 Bank of Communication 33 
3.4.5 PingAn Bank 34 

3.5 The Future Development of Mutual Guaranty Loans 
in China 34 

4 Targeting Sophisticated Investors—Private Placement Bond 37 
4.1 The Basic Features of Private Placement Bonds 37 
4.2 The Development of PPB in China 39 
4.3 The Features of Private Placement Bonds 48 
4.4 A PPB Case Study: Private Bonds Issued by Deqing 

Shenghua Microloan Firm 50 
4.4.1 Innovation in the Risk Control of PPBs 50 
4.4.2 The Impact of the Deqing PPB Issuance 51 

4.5 The Future Development of Private Placement Bonds 52 

5 The New Membership of Loan Club—P2P Online Lending 55 
5.1 The History of P2P Online Lending in China: 

Born in Britain, Grow up in China 55 
5.2 The Business Models of P2P Online Lending 59 

5.2.1 The Major Models in Western Countries 59 
5.2.2 The Business Model and Operating Procedures 

in China 60 
5.3 The Risks in Online Lending 62 
5.4 Some Representative P2P Online Lending Cases in China 65 
5.5 The Prospect of P2P in China: A Long and Winding Road .... 71 
References 72 

6 Tum Movables to Liquidity—The Chattel Mortgage Loans 73 
6.1 What Is Chattel Mortgage 73 
6.2 The Development of Chattel Mortgage in 

and outside China 75 
6.3 The Benefits and Risks of Chattel Mortgage 76 



Contents xv 

6.4 Some Notable Cases of Chattel Mortgage in China 78 
6.4.1 The Chattel Mortgage Warehousing Model: 

Zhejiang Yongjin Shareholding Co 78 
6.4.2 The Hedged Chattel Mortgage Model: 

Xingye Bank 80 
6.4.3 New Solution for Asymmetrie Information: 

Shanghai Banking Industrial Chattel Mortgage 
Information Platform 82 

6.5 The Prosperous Future of Chattel Mortgage in China 83 
References 84 

7 Enjoy "Free Rides" with the "Core Firms"—Supply Chain 
Financing 85 
7.1 Definition and Development of Supply Chain Finance 85 
7.2 The Basic Model of Supply Chain Finance in China 87 

7.2.1 The Offline 1 + N Model 87 
7.2.2 The Online N + N Model: A Decentralized 

Network-Based Platform Ecological System 88 
7.3 Risk Control 89 
7.4 A Case Study on Supply Chain Finance: YINHU.COM 91 

7.4.1 An Innovative Business Model 92 
7.4.2 Risk Control 93 
7.4.3 Yinhu's Development Prospects 94 

7.5 Future Development of Supply Chain Finance in China 94 
Reference 95 

8 An Alternative Link Connecting Industry 
with Finance—Financial Leasing 97 
8.1 The Definition and Development of Financial Leasing 97 
8.2 How Financial Leasing Model Works? 99 
8.3 Profit and Risk Under Financial Leasing Model 103 
8.4 Why Financial Leasing Is a Good Choice—A Case Study 

of CMC Magnetics 106 
8.4.1 Industrial Background of CMC Magnetics 106 
8.4.2 Why Financial Leasing Was Chosen? 107 
8.4.3 The Implications 108 

8.5 Financial Leasing in China: A Market of Three Trillions 109 

9 Getting "Patient Capital" for Firnis in "Infancy 
and Childhood"—Venture Capital Financing 113 
9.1 What Is Venture Capital? 114 
9.2 Venture Capital Investment in China 115 
9.3 The Procedure of Venture Capital Investment in China 116 

9.3.1 Exploring Investment Opportunities and Selecting 
Investment Projects 116 

9.3.2 Evaluation 117 



xvi Contents 

9.3.3 Term Negotiation 117 
9.3.4 Fund Transfer into the Venture 117 
9.3.5 Rock and Roll 117 
9.3.6 Exit Strategy 118 

9.4 The Influence of Venture Capitalists on the Venture 119 
9.5 The Challenges Pacing Venture Capital in China 120 
9.6 Some Case Studies of VC Investments 122 
9.7 The Future Development of Venture Capital in China 123 

10 All Roads Lead to Rome—Reverse Merger Financing 127 
10.1 Why Take a Back Door?—The Motivations for Reverse 

Merger 128 
10.2 No Free Lunch—The Cost and Risk of Reverse Merger 130 
10.3 A Successful Reverse Merger Case in A-Share Market 132 
10.4 How Far Could Reverse Merger Go in China 

in the Future? 135 
References 136 

11 An Equity Market for SME Start-Ups—New Third Board 137 
11.1 What Is New Third Board? 137 
11.2 What Are New About the NEEQ? 139 
11.3 What Did the New Third Board Bring to MSME? 141 
11.4 What Did the New Third Board Bring to the Early-Stage 

Investors 142 
11.5 The New Third Board: Issues and Risks 143 
11.6 JD Capital: A Case Study of NEEQ Listing Firm 145 

11.6.1 JD Capital—"Listing Workshop" of SMEs 145 
11.6.2 Why JD Capital Chose to Be Quoted 

on the NEEQ? 146 
11.6.3 JD's Innovative Solutions of Listing 

on the NEEQ 148 
11.7 The Future Development of the New Third Board 149 

12 "Born to Serve the Small": Crowdfunding for SMEs 151 
12.1 What Is Crowdfunding? 151 
12.2 Crowdfunding in China 153 
12.3 The Business Model of Crowdfunding 154 
12.4 Crowdfunding Case Studies 157 

12.4.1 An Equity Crowdfunding Platform: Zhongtou8 157 
12.4.2 A Rewards-Based Crowdfunding Platform: 

Taobao Crowdfunding 158 
12.4.3 Charity Crowdfunding: Tenent's Charity (LeJuan) . . . 159 

12.5 The Future of the Crowdfunding Sector in China 160 
Reference 162 



Contents xvii 

13 Inclusive Enough for "Neglected 80 Percent"?—Small Business 
Loans by Large State-Owned Commercial Banks 163 
13.1 Changing from Financing "20 %" to "80 %"? 163 
13.2 Loan Products for SMEs 164 

13.2.1 Working Capital Loans 165 
13.2.2 Credit Line Loans and Online Lending 165 
13.2.3 Collective Loans 165 
13.2.4 Trade Credit and Factoring 166 
13.2.5 Asset-Backed Loans 166 
13.2.6 Special Purpose Loans 166 
13.2.7 Account Overdraw 167 
13.2.8 Micro and Small Loans 168 
13.2.9 Online Banking Products 169 
13.2.10 The E-Debit Card 169 
13.2.11 Insurance-Backed Loans 169 
13.2.12 One-Stop-Shopping and Supply Chain 

Financing—Zhan Ye Tong 170 
13.2.13 Start-up Loans—Chuangye Yi Zhan Tong 170 
13.2.14 Down-Payment Loans for Purchasing 

Fixed Assets 170 
13.2.15 Loans Backed by Intellectual Property Rights 171 
13.2.16 Loans that Require a Risk Fund Pool—Hu Zhu 

Tong Bao 171 
13.2.17 SME Loans Issued by Tax Payment 

Records—Shui Kuan Tong Bao 171 
13.2.18 The Mezzanine Financing Product—Zhan 

Ye Tong Bao 172 
13.3 What's Next? 172 
Reference 174 


