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Loan to SME and Banking Profitability:

An Iranian Perspective
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6. CONCLUSION

Small and Medium Enterprises (SMEs) play a very significant role in the economy in terms of
balanced and sustainable growth, employment generation, development of entrepreneurial skills
and contribution to export earnings. However, despite their importance to the economy, most
SME:s are not able to stand up to the challenges of globalization, mainly because of difficulties
in the area of financing. With the opening up of the Iranian economy, it has become necessary
to consider measures for the flow of credit to this sector. The article provides a perspective in
this regard and highlights the SME lending.

Under this facility the Bank provides loans to local partner banks and other financial
intermediaries which subsequently on-lend to the SMEs. The Bank is seeking co-funding from
the participating financial institution in each on-lending, in order to strengthen the relationship
between the intermediary and its clients, and to increase the intermediaries’ interest in the good
performance of the credit line.
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