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Playing the small but tough card* 
Q: Given the current global economic 
outlook, what can SMEs do to adapt to the 
uncertain and volatile environment? Where 
are the opportunities for us? 
A: These are tricky times in which to try to 
make projections about the outlook for 
SMEs in Singapore. The world economy is 
entering a period in which overall growth 
will be on the low end, as evidenced by the 
recent downward revisions that organisa- 
tions such as the World Bank and Interna- 
tional Monetary Fund (IMF) have made to 
their GDP forecasts. 

This lull is likely to last at least one to 
two years, if not even longer. SMEs do not 
have the luxury of size or a deep capital po- 
sition to fall back on, so the next few years 
could be potentially challenging. 

That said, there are some silver linings if 
one looks hard enough. It  is useful to high- 
light here some unique opportunities on the 
horizon that nimble and ambitious SMEs 
should be alert to. 

First of all, while all the bad economic 
news has been about the underperform- 
ance of the US and EU economies, we are 
fortunate to be in a part of the world -Asia 
-that is nevertheless on a sound footing. 

This is not to say that the region will be 
immune to the slowdown. On the contrary, 
countries such as China and India will prob- 
ably see their slowest growth rates since 
the global financial crisis years. In the big 
picture of things however, a projected GDP 
growth rate of 8.2 per cent for China and 
7 per cent for India in 2012 (by the IMF) is 
still a fast clip. 

Closer to home, the larger Asean econo- 
mies are poised to grow by around 5 per 
cent too. Fundamentally, the Asian region 
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is still an expanding consumer market, par- 
ticularly as increasing numbers join the 
ranks of the middle class. 

There will thus be opportunities for 
SMEs to establish themselves in regional 
markets, and perhaps even new ones, at a 
time'when other potential competitors may 
not be as well-positioned to respond. 

There is no guarantee of success, of 
course. This would. as always, ultimately de- 
pend on issues of timing and how well each 
SME positions itself in a particular market. 
But SMEs should take heed to manage their 
finances prudently to give themselves the 
option to move swiftly when such opportuni- 
ties present themselves. 

A second point worth making: Don't ig- 
nore the US. Despite its stubbornly high un- 
employment rate, there are already anec- 
dotes and subtle signs that manufacturing 
and business activities are humming along, 
and perhaps even picking up ever so slight- 
ly. For example, the weak US dollar has al- 
ready prompted some US companies to 
move back selected overseas operations to 

American soil, as the cost advantage of off- 
shoring their production aboard has 
shrunk in recent years. 

Of course, no one is as yet predicting an 
imminent revival of US manufacturing and 
its export competitiveness. But SMEs clear- 
ly shouldn't neglect the US especially if they 
already have a presence there, as growth in 
that market could surprise on the upside in 
the pedium ter-m. 

Barring any udoreseen circumst&nkes, 
economic relations within the Asia-Pacific 
region involving the US are also likely to in- 
tensify with integration efforts such as the 
Trans-Pacific Partnership (TPP) already in 
progress. 

In sum, the road ahead is likely to be 
bumpy not just for SMEs. By being small 
but tough, SMEs may have an advantage if 
they can capitalise on their ability to move 
quickly in shifting resources around in re- 
sponse to growth opportunities in regional 
markets and in the US. 

A series of astute moves could go a long 
way towards helping to position the compa- 
ny well to take advantage of the recovery 
boat as and when it comes to port 
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