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SMEs play an increasingly important role in promoting the growth of national economics,
alleviating employment pressure, optimizing the economic structure, increasing foreign trade,
etc. Promoting the development of SMEs has become an urgent strategic task in our country at
present. However, because of the asymmetric distribution of information between SMEs and
financial institutions affects the financing behavior of financial institutions and financing
efficiency, and the recovery period of the financing in SMEs is difficult to calculate, the
uncertainty risk of default, leading to financial institutions will put a lot of harsh conditions in
SMEs when giving credit, which greatly hindered the development of SMEs.

This article is based on the domestic and foreign advanced rating methods and technologies,
combining with theoretical and practical experience domestic credit rating, to solve the
financing difficulties of SMEs and in view of the current situation and the characteristic of the

development of SMEs at present stage in China, to work out some feasible credit rating method

for SMEs.




The author applied several up-to-date methodologies that are widely used in a lot of fields to
the estimation and prediction of corporate credit rating, with GHK simulator succeeded in the
estimation and prediction process using three-year data, which is a very highlight of this paper
as by far now traditional maximum-likelihood can estimate and predict using only two-year
data.

With this progress, this author aims to test the feasibility of this methodology on the application
of corporate credit rating of SMEs in China as the next step.

And this paper introduced the traditional method being used in China for corporate credit rating
as a comparison. As we can find out that the traditional method is complicated and of
low-efficiency, which requires not only the financial data but also evaluations from experienced
experts via questionnaire or some other form. This kind of emphasis on qualitative information
is highly valued in corporate credit rating process when the object is big enterprises or
international corporations because of their higher motivation in manipulating financial
statements, thus simply relying on quantitative information is insufficient.

However when it comes to SMEs like the cited example in this paper, a cost-efficiency
calculation will be necessary taking into account of the number of SMEs in China as well as the
emergency of their financing problem.

Therefore, the author will work on this part further in two steps.

First is to examine the feasibility of the methodology with GHK simulator developed in this
paper to corporate credit rating for SMEs in China.

Second is to compare the efficiency of this methodology with the traditional method used in
China.

After these two steps, the author will move to build up a more complete corporate credit rating
system for SMEs by including more financial indicators in order to give a more thorough

evaluation. And at the same time the author will also work on expand the methodology for




estimation and prediction using more years so as to improve the accuracy.
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