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Abstract

Since China's reform and opening up especially the turn of this century, the small
and medium-sized enterprises (SMES) in our country have aready played an
important role not only in promoting the development of national economy and the
economic and technological innovation, but aso in promoting exports and developing
export-oriented economy. But because of ingtitutional factors, difficulty in SMEs
financing has become a bottleneck which is plaguing the long term development of
national economics, meanwhile it is a giant obstacles restricting Chinese SMES
development. At present, indirect financing is a chief means of financing in China
More than 95% enterprisesing China obtain financial support through banking system.
The current financial system decided the fact that whether SMES development is
active or passive, they could not avoid involving in obtaining loans from banks. In
China, most SMEs are labor-intensive enterprises that lack high-tech and high growth.
With the risk of these enterprises relatively low, and the investment returns stable, the
corresponding mode of financing is bank loans. Therefore, bank loans play a
significant role in solving problems of inadequate financing of SMEs in China.

From the current composition of Chinas financial system, we can see that
commercia banks are the main channels and useful power in solving the problem of
SMEs financing. As each bank play different role and focus on different affairs and
with different capacity to raise funds, the city commercial bank has an unparalleled
advantage in addressing the financing of SMES compare to other financial institutions.
China's "Twelfth Five-Year Plan" has clearly stated that in this period, the financing
problem of SMEs must be further solved. And city commercial banks should and
must assume this enormous task.

Besides the preface, this paper is divided into five chapters. The first chapter
definition of SMEs and SME finance theory. The main content of this chapter is to
research and introduce the definition of SMEs and the role that SMEs play in Chinas
national economy. It also sorts out the international financing theory, analyze the

development of SMEs in Chinas, and find out the financing channels and national



support measures. The second chapter gives the main reason about the difficulties of
SMEs finance. In this chapter, it will study the defects of Chinese SMEs and the
institutional reasons of SMEs financing problem, and will also introduce some way of
solving these problems in some market economy. The third chapter introduces the
advantage of city commercial banks in providing SMES' financing service. It mainly
discussed the characteristics of China's city commercial banks and localization issues,
and the primary means of financing for SMEs by city commercia banks, and the
problems these banks might confront. The forth chapter is about strategies that
commercia banking take with regards to services to SMES financing. This chapter
studies the importance of rights of the city commercia bank to decide on interest rates
on their own, and studies commercia banks choice to improve the credit object and
the measures of loan risks control, and probe into ways to accelerate the devel opment
of the intermediary business and financial innovation of the city commercia bank.
The final chapter is about improving the external environment of the city commercial
bank related to SMES financing services. It mainly studies the further improvement of
legal system, the national support. It also emphasizes the importance of both the
policy coordination and supportive external environment needed by the development

of city commercial banks.
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