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AN ACT ESTABLISHING THE SMALL AND MEDIUM 
ENTERPRISES STOCK EXCHANGE

EXPLANATORY NOTE

Small and medium enterprises are the engines of the country’s economic 
growth and development. They provide essential products and services and 
generate needed employment in a developing economy. In fact, it is the 
entrepreneurial energies unleashed by small and medium enterprises that underpin 
our country's quest for industrialization.

Yet the growth and momentum of SMEs are hobbled by capital constraints. 
Unlike large companies, SMEs experience more difficulties in obtaining finance to 
fund their capitalization or expansion requirements.

It is for these reasons that this bill is filed to assist SMEs in obtaining their 
financing requirements from the developing capital market in the country.

In one report, it stated that listing with the stock exchange is one way for small 
businesses to get capital to fund growth and expansion. The small-and medium
sized enterprises (SMEs) are urged to conduct an initial public offering (IPO) and 
take advantage of the stock market’s strong capital inflows. Further, tapping the 
SME sector will help expand the investor base in the country.

In fact, it was reported in 2014 that the government-owned and controlled 
Development Bank of the Philippines (DBP) has signed an agreement with the 
Philippine Stock Exchange Inc. (PSE) to spur the listing of small and medium 
enterprises (SMEs) in the local bourse.1 Under the agreement, DBP and PSE will 
come up with a framework for cooperation and coordination in the area of capital 
market development, particularly in raising capital market awareness among SMEs.2

1 http://www.philstar.com/business/2014/05/18/1324331/dbp-pse-sign-deal-spur-sme-listing
2 Ibid
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