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A Solution to SMEs Financing Difficulty by
the Introduction of Guarantee Institutions:.
Mechanism Design Based on Option Strategy

Sheng Shijie, Zhou Yuanyou, Liu Liya

(School of Finance, Shanghai University of Finance & Economics, Shanghai 200433, China)

Abstract: SMEs financing difficulty is a problem that needs to be solved urgently.
This paper points out that the introduction of policy-related guarantee institutions is an ef-
ficient solution to SMEs financing difficulty. It firstly builds a three-party theoretical mod-
el connected with policy-related guarantee institutions, commercial banks and SMEs, and
creatively copes with the matching of risks and revenues through options combination
strategy. Then it employs numerical simulation methods to analyze the feasibility of the
guarantee of SMEs loans by policy-related guarantee institutions in the aspects like scenar-
io analysis and breakeven calculation. It arrives at the following conclusion that in most ca-
ses, it is feasible that policy-related guarantee institutions provide the guarantee of SMEs
loans. In addition, it also shows that under marketized guarantee industry, SMEs finan-
cing costs significantly decrease compared with current constraints. It argues that based on
the accelerated advance of marketization orientation in guarantee industry, the guarantee of
SMEs loans by policy-related guarantee institutions under options combination mechanism
is a solution to SMEs financing difficulty.

Key words: SMEs financing; policy-related guarantee institution; options combina-
tion
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