
FOLLOW-UP  ANSWERS  TO  THE

Q&A  BY  OUR  CHIEF  ECONOMISTS



On Tuesday, October 27th, 2020 The Montreal Group, a global forum of state-supported

development banks, hosted "SMEs and the World Economic Outlook", a webinar with the

Chief Economists of our member organizations and other special guests. The webinar

addressed the economic outlook and key challenges faced by SMEs around the world. 

This document compiles the answers by some of our Chief Economists to the questions

raised during the Q&A section of the webinar, A special thank you to Baptiste Thornary
(Bpifrance), Fabio Giambiagi (BNDES), Timo Lindholm (Finnvera), Abdelmoughite
Abdelmoumen(CCG) and Joseph Nnanna (DBN) for following up on these inquiries.

DISCLAIMER
This publication has been prepared by The Montreal Group. It may not include all the
answers to the questions raised during the Q&A.   
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MESSAGE FROM THE MONTREAL GROUP SECRETARIAT

The Montreal Group is a global forum for development banks focused on micro, small

and medium-sized enterprises (MSME). It is a not-for-profit organization that was

founded in 2012 to promote international cooperation, mutual learning and exchange

of technical expertise among its members. The Group’s name is derived from the city in

which it was founded, Montréal, Canada. 

INTRODUCTION



Q1: Are we facing a situation where the SME is becoming increasingly marginalized in
the global economy?  Is the future a world of sectoral oligopolies (large enterprises)?
Baptiste Thornary: It is difficult to assert that SMEs will become more marginalized in the

global economy. It is known that the crisis can accelerate the movement of mergers in some

ailing sectors, impacting both SMEs and larger firms. But if we look at different angles, a

bigger picture will emerge. Focusing on the digitalization trend, which could well be

accelerated by this crisis (because it format allows to maintain a certain level of economic

activity while reducing social interactions), we can observe different effects on competition.

i)It can either help SMEs’ thrive in a global market by lowering the barriers to enter a market

and reducing the cost for scaling up or ii)  it can create massive economies of scale and

therefore favor the existence of dominant players. Ultimately, the concentration of markets

will depend a lot on regulation. SMEs will continue to have a key role in the dynamics of

markets, especially because of the agility and innovation they bring.

Q2: What would you have done differently as development banks to support SMES
during Covid-19?
Baptiste Thornary: To do an evaluation of development banks’ action over the past months

is a difficult task when the crisis is still ongoing and there are still many unknowns. Facing an

unprecedented crisis like COVID-19, development banks have been key channels of public

policy, aimed at helping SMEs to sustain the economic impact imposed by sanitary

measures. In France, unprecedented programs, especially in terms of scale and pace (more

than half a million SMES received a guaranteed loan in just 4 months), have been deployed

to cover the liquidity risk of SMEs, identified as the biggest issue in the first months of the

lockdown. The situation is still characterized by high uncertainty and incomplete

information , thus the solution is not necessarily to look back but to be ready to react quickly

to the evolving situation as the crisis extends. Today, more than ever, it is key for

development banks to be responsive to the needs of SMEs, by offering a whole range of

adapted tools to support them through both financial and  non-financial means.



Q4: A lot of SMEs have benefited from moratoriums that will come to an end shortly.
As we are experiencing the second wave of COVID-19, will these SMEs be able to start
paying their loans? Or will they be over-indebted?
Abdelmoumen Abdelmoughite: As Morocco is also facing a second wave with extended

restrictions and partial lockdown of major cities, the question of SMEs solvency is a key

concern. In our case, the moratoriums are expected to end by December and banks may be

forced to reschedule again as many SMEs have reached or even exceeded their debt-raising

limits and could end up trapped without being able to fund their post-crisis activity. In CCG’s

case, as a credit guarantee institution, we have given banks the possibility to reschedule

guaranteed loans, including the special COVID-19 loans, for approximately up to 5  years

while extending all our guarantees, even if some of our special guarantees (95% for SMEs for

the COVID-19 emergency loans) where set to expire by the end of this year.

Q5: In Tunisia, the government rescheduled the debts of SMEs. Unfortunately the
economic situation of the country had not been favorable longer before, so SMEs
might fall into a spiral of fragility. What is your forecast on how to deal with this spiral
of fragility in your country and in the world??
Abdelmoumen Abdelmoughite: In Morocco the situation is not quite different from Tunisia

and we fear the same spiral of SMEs deaths, especially in sectors linked to tourism and

exports. Rescheduling debt will only be a temporary measure and could be effective for the

reduction of cash outflows of SMEs if the situation improves in the beginning of the next

year, but this could not help to compensate for the loss of revenue for example. To overcome

this challenge, many measures are considered necessary in the near future and many of

them are either being considered or already being implemented in Morocco, like improving

access to market for SMEs (public tenders reserved for local SMEs, incentives for industrial

investments to replace imports…), reducing costs for business (tax incentives for job creation,

grants…), introducing temporary import restrictions and promoting new business models for

severely-hit sectors.  

Q6: Is there any consensus on what percentage of SMEs will permanently close as a
result of the impact of Covid-19? In Brazil and globally?
Fabio Giambiagi: No. In fact, the level of industrial production in September, seasonally

adjusted, has been higher than in February, period previous to the lockdown. This

uncertainty is related to the bars and restaurants's sector, which still continues to suffer

because of the natural fears of people in response to the (current) absence of a (publicly-

accesible) vaccine.

Q7: What are the main sectors that will boom in the next few years ?
Fabio Giambiagi: Clearly all which are in close association with new technologies and the

transformations linked to them, these includes e-commerce, media, technology, new

delivery systems. Probably we are also going to see a renewed interest in the concept of

smart cities, with a special focus in home office activities.



Q8: We may or not agree with the numbers coming out of China but it would seem
that it will be the only country to actually experience a V-shaped recovery... is there
anything we can learn from their experience? And how does it contrast with Nigerian
forecasts?
Joseph Nnanna: Nigeria will experience a U shape recovery because of the prevailing low

crude oil price regime occasioned by the effects of the COVID-19 pandemic which caused a

steep decline in demand. China on the other hand has done considerable work on testing a

vast majority of its population, provided a degree of quantitative easing and permitted the

resumption of critical productive sectors to spur growth. By all indication, this has been

successful hence their projected V shaped recovery.

Q9: Professor Nnanna, can you please tell us more about the long-term finance
product developed by DBN? As well as the uptake/scaling data of the product?
Joseph Nnanna: This product will enable DBN to provide funding to PFIs to support their

capital and invariably their funding activities to MSMEs. The product is targeted at: Tier 1 &

Selected Tier 2/3 PFIs which based on Risk and Financial appraisal have been approved for

onboarding. PFIs with a minimum rating of Investment grade by any of the Securities and

Exchange commission (SEC) approved rating agencies and PFIs that have successfully raised

funds from the market. The product limit is 200B Naira but is subject to review in line with

market dynamics and the minimum tenor is 7 years. So far, we anticipate over 100B will be

utilized in the current financial year.

Q10: Will recovery be affected by supply chain management due to increased
protectionism in some countries?
Timo Lindholm: As a consequence of the COVID-19 crisis there is a clear tendency to

shorten supply chains globally to keep up and ensure production. Location of different

stages in supply chains will be reallocated. Protectionism might be a separate phenomenon

and its impact could even slightly weaken as countries and companies have realized how

dependent their own production is on reliable providers from other companies in other

countries.

Q11: Are your countries ready to help SMEs in case of default linked to the crisis?
Timo Lindholm: In Finland as well as in other European countries the focus of current

economic policy is to prevent defaults among SME´s. This policy includes (1) increasing the

lending capacity of banks by easing regulation and (2) renew the financing procedures of

ECA´s to decrease market failure in SME financing. Also some legal details concerning

defaults have temporarily been adjusted. 



It is complicated to judge how a large share of defaults can be linked to the COVID-19 crisis

and which can be explained by other causes. In addition, it has become more complicated

to evalute which SME´s have sustained their ability to survive despite the crisis and which

have not. There are two at-risk situations that might occur: i)  too many SME´s will enter

default in the near future because of the harsh economic situation and ii)  the increased risk

of wasting public or private capital to finance or support SME´s that have permanently lost

their business and creditworthiness. 

Q12: Can you share the results of Bpifrance- Rexecode’s survey?
The Montreal Group: Yes, this is the link for the results published by Bpifrance Le Lab on

November 13th. In this fourth trimester, Bpifrance Le Lab and Rexecode present their

barometer with a special focus on the MSMEs and the effect of the sanitary crisis. Use this

link to access the study.

https://lelab.bpifrance.fr/enquetes/barometre-pme-novembre-2020


The Montreal Group is a global forum for development banks focused on micro, small and medium-
sized enterprises (MSME). 

It is a not-for-profit organization that was founded in 2012 to promote international cooperation,
mutual learning and exchange of technical expertise among its members. The Group’s name is

derived from the city in which it was founded, Montréal, Canada. 

As of November 2020, members are:
BDC (Canada), BNDES (Brazil), Bpi (France), CCG (Morocco), CDB (China), DBN (Nigeria), Finnvera

(Finland), Nafinsa (Mexico), SIDF (Kingdom of Saudi Arabia), SOWALFIN (Belgium).

Sandra D. Péloquin
Secretary General | Secrétaire générale

Mabel Gonzalez
Operations Manager | Directrice des opérations

Maritere Hernández
Intern | Stagiaire

The Montreal Group | Le Groupe de Montréal
t: + 1 (514) 461-5957

secretariat@themontrealgroup.org  
 

themontrealgroup.org 


