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SMEs - Enterprises at the 
Heart of the Economy 

Small and medium-sized enterprises (SMEs) are 
the backbone, or perhaps the beating heart, of 
many economies. The vast majority of  companies 
within the European Union are SMEs and most 
would actually be classified as micro enterprises, 
as they generally employ fewer than ten persons, 
and have a turnover or balance sheet value which 
is lower than €2,000,000. 

Typically, such businesses are family-run operations. 
Like any other enterprise, they need access to finance 
to sustain and grow their operations, and continue to 
generate employment and value for all stakeholders. 
In reality, however, small businesses find it difficult to 
access alternative sources of finance and tend to rely 
primarily on bank finance, family funds, and their own 
retained earnings. Such constraints severely limit their 
potential and the greater role they could play in growing 
the economy.  

The ‘risk capital’ which fuels the growth and expansion 
of larger businesses is simply not available to SMEs, 
which thus face a ‘financing gap’. While entrepreneurial 
owners are the dynamos that keep SMEs going, such 
people have little time for financial planning and 
moreover, their ability to provide collateral to support 
bank finance may also be restricted. 

Succession statistics are stark. Though estimates 
vary, in many countries, a third of businesses do 
not successfully make the transition from the third 
generation to the next. Given the high incidence of 
family-run businesses, this reality raises a number of 
concerns about why businesses do, or do not, survive, 
and the owners’ attitude to proper succession planning. 

Access to Capital Markets 

Larger SMEs already have access to capital markets; for 
example, almost half of the organisations listed on the 
Malta Stock Exchange (MSE) are entities of this size. The 
benefits of listing are evident – in fact, listed organisations 
out-perform their unlisted counterparts in terms of 
turnover, employment and profitability as a result of better 
corporate governance, efficiency and brand value. 

In most countries, the traditional route taken by 
companies to access the capital markets has been 
through the regulated market, which entails compliance 
with a number of criteria:

Listing has to be granted by the relevant  
Listing Authority

Instruments are passportable within the EU if 
admitted in compliance with the Prospectus Directive

The listing process requires a prospectus 

There are minimum share capital requirements 

There are minimum market value requirements

A minimum of 25% of the issued shares must be 
offered to the public in the case of an equity

The listed company must have a compliance officer 
who ensures on-going adherence to listing obligations

21 Prospects – A New Tool to Access Capital Markets

Prospects’ key features:

Compliant with Markets in Financial Instruments 
Directive (MiFID) which harmonises the regulation 
of investment services and Multilateral Trading 
Facilities (MTFs) 

Admission granted by the MSE 

A corporate advisor is required

A business plan is required

There is no minimum value for the IPO, though the MSE 
envisages IPOs of between €1 million and €5 million

Any number of shares may be floated - there is no 
requirement for a minimum percentage of shares to  
be held by the public

This product is not passportable within the EU*

Securities admitted on Prospects will benefit from the 
MSE brand and reputation
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*When approved by the MSE

The development of Prospects is in line with the MSE’s 
commitment to open up new capital market opportunities, 
create economies of scale, and to afford businesses more 
competitiveness and sustainability.

There is another, equally important, benefit: greater 
investor access to the capital market leads to more efficient 
utilisation of capital resources. Experience clearly shows 
that there is significant demand for IPOs, and there is, 
therefore, space for additional investment opportunities 
throughout Europe.

Prospects creates an opportunity for SMEs to access capital 
markets relatively easily and efficiently, and to benefit from 

the advantages which, so far, have only been available to 
much larger entities. 

Small and medium-sized businesses will now be able 
to raise capital by issuing  bonds, issuing new shares, or 
selling existing shares to a pool of investors far greater than 
their own family or business partners.

In a tangible and practical way, Prospects therefore offers 
many businesses growth opportunities which have hitherto 
been simply out of reach. This new market has been 
designed specifically for SMEs and, therefore, reflects their 
particular needs and circumstances. 

Prospects provides cost-effective access to capital – there 
is no need for security or collateral, though investor and 
market confidence are required for success.
 
Companies considering admission to Prospects require the 
services of a corporate advisor, both before and following an 
admission process. The involvement of a corporate advisor 

by the SME ensures that transparency and corporate 
governance efficiencies are achieved and retained, thus 
instilling greater investor confidence.

Prospects will also help in succession planning - admitted 
equities may be traded on the secondary market, thereby 
un-locking value for existing shareholders.
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Good Corporate Governance 4

Good corporate governance is one of the requirements for an SME to be admitted to Prospects. This is important since 
being a listed entity, the applicant organisation must have an appropriate corporate governance structure in place. 
Among other matters, the corporate advisor would assess the effectiveness of the board of directors, audit committee 
and compliance function, as well as carry out a thorough review of the internal controls and risk management systems 
in place to ensure that they are sufficient for the level of risk the applicant is exposed to. Clearly, the applicant’s directors’ 
and management expertise would need to be sufficient to effectively execute the proposed business plan and to deliver 
the identified objectives.

Board of Directors
Applicants would normally be required to have a board 
of directors and audit committee, composed of at least 
three directors, the majority of whom are non-executive 
directors. Due diligence of the directors would need to 
carried out or vetted by the corporate advisor.

The applicant’s directors are jointly and severally responsible 
for ensuring full compliance with the Prospects rules. It may 
therefore be appropriate for the corporate advisor to provide 
training to the directors, the compliance officer and key 
management personnel so that they are informed of their 
responsibilities and obligations. 

Since the corporate advisor’s responsibility extends across 
the entire term of the security, the corporate advisor would 
ensure that the directors and management, among others, 
are kept abreast of any developments to the Prospects 
rules.

Corporate governance principles assist a company in 
achieving their goals through a structure that ensures 
robust stewardship of corporate business and assets. This 
governance aims to deliver an effective strategy of long-term, 
sustainable growth for the business and to add value not just 
to the business owners but also to its employees, the wider 
market and other stakeholders.
 

There are 12 Corporate governance principles that apply to a 
company and these can be said to benefit a company by:
 
providing transparent governance structures thereby 
enhancing market integrity and confidence;

ensuring proper transparency and disclosure of all 
dealings or transactions involving the board, any director, 
senior managers or officers in a position of trust or other 
related party; and

protecting shareholders from the potential abuse of those 
entrusted with the company’s direction and management by 
the setting up of structures improving accountability to them.
 
The current “comply or explain” corporate governance regime, 
to which companies admitted to Prospects must adhere, fits 
in well with the overall Rules governing this market, which 
are to a large extent disclosure-based rather than criteria-
based.  These allow for flexibility in the application of the Rules 
governing the market without compromising on transparency 
and the quality of information made available to investors 
and potential investors. Within this framework, the corporate 
governance regime  provides companies to be admitted 
to Prospects with clear guidance as to the governance, 
operational and regulatory standards that all stakeholders 
expect companies to adhere to, without, at the same time, 
adding significant compliance burdens on companies.
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Good corporate governance 
combined with the right level of 
transparency usually lead to more 
effective management of the 
organisation and better results. 



(i)  an  offer  of  securities  made  only  to  qualified investors; or
 
(ii)   an offer made to less than 150 persons  per  Member  State  or  EEA  State,  not including qualified investors; or
 
(iii)   an  offer  where  the  minimum  consideration which may be paid by any person for securities acquired  pursuant  to  

the  offer  is  at  least  €100,000,  for  each separate offer; or
 
(iv)    an offer of securities where the nominal value of each security amounts to at least €100,000,  or the  total 

consideration of the offer in the European Union and  the  EEA  shall  not  exceed €100,000, which limit shall be 
calculated over a period of twelve months; or

 
(v)     an  offer  where  the  total  consideration  of  the securities for the offer in the European Union and the EEA does not 

exceed €5,000,000, which limit shall be calculated over a period of twelve months; or
 
(vi)    an  offer  in  respect  of  non-equity  securities issued  in  a  continuous  or  repeated  manner  by credit institutions 

where the total consideration of the offer in the European Union and the EEA, over a period of twelve months is less than 
€75,000,000,  provided  that  these securities (a) are  not  subordinated,  convertible  or exchangeable; and (b) do  not  give   
a  right  to  subscribe  to  or acquire other types of securities and they are not linked to a derivative instrument.  

5 Application Process 

The corporate advisor will be responsible to ensure 
that the company achieves the right levels of corporate 
governance and transparency. The corporate advisor will 
also assist in the application for admission to Prospects 
through the completion of the relevant application 
forms, business plans, and other disclosure documents.  
These can be found and downloaded through the 
Prospects website www.smeprospects.com

Initial Public Offerings (IPOs) in respect of equities, and 
issues in respect of bonds, that are not constituted to be 
‘offers made to the public’ as defined by the Companies 
Act* shall be approved by the MSE.  

In this regard, qualifications that are quoted by the 
Companies Act* to indicate that they do not constitute 
‘offers made to the public’ are:
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Applications for admission to Prospects that fall outside 
the above conditions will fall under the Prospectus 
Directive and will therefore require approval from the 
relevant authority within the MFSA. It must be noted 
that these conditions are not comprehensive and 
the corporate advisor can give guidance on whether 
there may be other conditions that apply, since each 
application would need to be assessed on its own merits. 

The corporate advisor will be responsible to carry out a due 
diligence process on the owners and management of the 
applicant.  As can be seen, the role of the corporate advisor 
is critical to the application and subsequent admission to 
Prospects. The applicant’s relationship with its chosen 
advisor must be retained for as long as the company’s 
securities remain admitted to Prospects.

* Companies Act - Chapter 386 of the Laws of Malta - sub-paragraph Article 2 (3) (b)



Good Prospects for SMEs7

Potential benefits of Prospects include:

Access to capital formation, through the issue of equities and corporate bonds

Admission to Prospects will raise brand awareness, and prepare for the issue, or sale, 
of equity as part of a succession planning process

SMEs will enjoy the benefits of good corporate governance, and the enhanced 
efficiency and effectiveness which this brings

Admission to Prospects opens up the opportunity of eventual migration to a listing on 
a regulated market 

The company may secure capital at a competitive coupon rate, in the case of a bond 
issue, and under conditions more favourable to other, more traditional, methods of 
raising finance

The admission of equity will create an opportunity for existing, or new, shareholders 
to exit the market efficiently in future 

No collateral is required to access finance on the capital market
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The market will:

have access to all relevant issue information available through the Prospects website – both before and after 
the issue of the equity and bond to the public

enjoy the benefits of participating in small business growth

be the venue where the SME shares and/or bonds may be traded, creating an exit route for investors

ensure transparency and continued good corporate governance through the role of the corporate advisor who 
will continue to play a fundamental role while the instruments remain admitted to Prospects

Benefits of Prospects for Investors

While SMEs generally enjoy very strong growth potential, and levels of profitability, the risks of investing in the SME 
market should not be ignored. As SMEs are, by their very nature, more susceptible to adverse market conditions, 
this particular market involves a different level of risk to the potentially better capitalised, larger organisations listed 
under the Prospectus Directive.

Investors are, therefore, encouraged to take the necessary advice in order to build a well-balanced and appropriate 
investment portfolio, reflecting their own personal circumstances and investment objectives.

ALL APPLICATIONS 

€5,000 applicable for admission of equity or debt securities to Prospects

Where the MSE requires additional skills and resources in order to process an admission 
application, additional costs may apply.

ALL TYPES OF SECURITIES

Market Capitalisation Annual Fee

On the first €15,000,000 0.1% - with a minimum of €5,000

On the next €35,000,000 0.05%

Above €50,000,000 No additional fees

Market data services Currently included in the Annual Fee

Example of Annual Fees applicable:

Market capitalisation of €5,000,000 or below €5,000

Market capitalisation of €15,000,000 €15,000

Market capitalisation of €50,000,000 or above €32,500
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8.1  Application Fee

8.2  Annual Fees

How Much will it Cost to be Admitted to Prospects?

Any company which falls within the EU definition of a 
small to medium-sized organisation (SME) is eligible 
to apply for access to Prospects. This also includes  
start-up businesses. The company must be a public 
limited company (plc) with a minimum issued and fully 
paid up share capital of €46,588.

6 Entities Eligible to Apply for 
Financing Through Prospects

EU criteria for SME categorisation

Company Category Employees Turnover Balance Sheet Total

Medium <250 < €50,000,000 OR < €43,000,000

Small <50 < €10,000,000 OR < €10,000,000

Micro <10 < €2,000,000 OR < €2,000,000

8 9

For further information 
about Prospects visit: 
 
smeprospects.com



Roles and Responsibilities of the Corporate Advisor

During each phase, corporate advisors have a critical role in the process:
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Step 1  Will conduct due diligence on the company, its shareholders and key management personnel

Step 2  Will provide advice and support on the creation of the business plan and the application process

Step 3   Will guide the company as to the management structure and financing options, whilst ensuring that 
the company satisfies all eligibility requirements

Step 4  Will prepare accounting and other disclosure information

Step 5 Will submit the final application to the MSE for admission to Prospects

General Obligations  -  Advise the MSE should any material change occur which may impact their 
abilities to fulfill all the responsibilities of a corporate advisor

 -  Provide the MSE with details of qualified persons supporting corporate
  advisory services
 -  Disclose a list of current and former Prospects clients

For each Prospects client  -  Maintain contractual services agreements
 -  Retain capacity as an independent advisor
 -  Regularly interact, advise and disclose as required

Step 1  Ensure that directors of the applicant company understand their responsibilities and obligations

Step 2  Receive assurance that applicants have procedures to ensure compliance and disclosure, where required

Step 3   Complete admission documents and associated checklists

Step 4  Support the IPO processes as may be required

corporate advisors have a critical role in ensuring good corporate governance, transparency, viability  
and investor protection

The corporate advisor must ensure that good corporate governance and transparency are maintained once the 
company has been admitted to Prospects

The corporate advisor needs to ensure that the process is fully understood and that all relevant details are fully 
disclosed in a clear, unequivocal manner

Pre-application Phase

Post-application Phase

Application Phase

Additional Information for Investors Interested in SMEs

Investors may invest in a company admitted to Prospects at the IPO stage, when the company issues the instruments for 
sale, or through the secondary market. 

Access to secondary market trading will be through the network of Members who are approved by the Exchange and who 
have access to the trading platform.

It is important that investors seeking to invest in companies admitted to Prospects seek the necessary advice and carry 
out adequate research into the respective company to understand, and assess, the risks that may be associated with 
the investment. While SMEs form the backbone of most economies, and could generate attractive returns, they are also 
relatively less able to cope with severe downturns in an economic cycle. 

While the ongoing corporate advisory role is intended to mitigate such risks, by assuring transparency, viability and good 
corporate governance, the investor should always be aware of the relatively higher risk associated with this market.
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Prospects is a Multilateral Trading Facility operated by the  
Malta Stock Exchange and authorised by the MFSA

www.smeprospects.com

Malta Stock Exchange plc, Garrison Chapel, Castille Place, Valletta VLT 1063.
Tel: + 35621244051 E-mail: borza@borzamalta.com.mt Website: www.borzamalta.com.mt

PR1/12/16


