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Editor’s Note
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EDITORIAL BOARD

Dear Members,
In this issue, we are proud to bring our readers a number of informative and
beneficial articles.
Our exclusive interview features YB Dato’ Sri Azalina Othman Said, Minister
in the Prime Minister’s Department. She talks to us about the amendments
incorporated into the Insolvency Act 1967 and the government’s initiatives
with regard to alleviating the problem of the increasing cases of bankruptcy
in the country.
In order to ensure readers are updated on developments in financial industry
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and MFPC, MFPC President Michael Kok shares with readers MFPC’s activities
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and gives his views on developments in digital currency and the rising cost
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of living.
We also feature an article from Asian Institute of Finance on recent
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developments and future prospects of Crowdfunding SMEs in Malaysia. Also
in this issue is a media statement from Securities Commission on Initial Coin

PRINTER ADDRESS

Offerings, warning those planning to invest in ICOs.

DT SET Printing Services (002390584-W)
No. 30, Jalan Lengkongan Brunei,
Off Jalan Pudu, 55100 Kuala Lumpur.

Enjoy reading all the articles in this issue.

Assoc. Prof. Dr Ahcene Lahsasna
Editor-In-Chief
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DISCLAIMER
Views expressed are not necessarily those of the MFPC. The Council, consultants and
members take no responsibility for the consequences of any action taken based on any
information published in financial 1st and neither shall they be held liable for any product
or services advertised in the same. No part of this publication may be reproduced without
the permission of the publisher.
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Government’s Response
Towards Bankruptcy
in Malaysia
Minister in the
Prime Minister’s Department:

YB Dato’ Sri
AZALINA OTHMAN SAID
3
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Changes were made to the
Bankruptcy Act 1967 which is
now known as the Insolvency
Act 1967. Could you please
tell us how this will impact on
Malaysians already declared
bankrupt?

Q:
A:

Exclusive Interview

The Bankruptcy (Amendment) Act 2017 [Act A1534],
which came into force on 6 October 2017, has

renamed the existing Bankruptcy Act 1967 as the Insolvency
Act 1967. The new Act has brought about significant changes
to the bankruptcy law landscape in this country. The significant
amendments include:
•

Creditors will no longer be able to commence any
bankruptcy action against social guarantors i.e. persons
who provide not for profit guarantees;

•

More stringent requirements for service of bankruptcy
papers;

•

A “voluntary arrangement” whereby the debtor can
negotiate a debt settlement proposal with creditors;

•

The threshold for commencement of bankruptcy holdings
is now RM50,000 instead of RM30,000;
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•

Upon the expiration of three years, a bankrupt will be
automatically discharged under certain conditions;

•

Creditors will no longer be allowed to object to the
dischagre of four categories of bankrupts i.e. social
guarantors,

bankrupts

with

disabilities,

deceased

bankrupts and bankrupts with serious illness and those
applying for discharge under Section 33A (discharge of
bankrupt by Certificate of Director General of Insolvency)
after five years of bankruptcy;
•

The inroduction of a single bankruptcy order with the
abolishment of the current two-tier order system i.e.
receiving and adjudication orders;

•

The establishment of the Insolvency Assistance Fund.

The automatic discharge of bankruptcy was in line with the government’s aspiration for bankrupts to return to the workforce
and contribute to the economy. Under this amendment, bankrupts can be released after three years if they file their personal
statements and fulfil the targeted contribution stipulated in line with international standards practised in developed nations such
as the United Kingdom, Hong Kong and Australia.
In general, the changes provide increased protection for individual debtors by providing them more opportunities to
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restructure the repayment of their debts. The increased protections are a response to the worrying trend of a significant jump in
the number of reported bankruptcy cases. One of the underlying objectives sought to be achieved is to create a society that
is more financially literate on the issue of debt repayment.

Q:
A:

As of February 2017, Selangor was reported to have the highest number of
bankruptcies in the country. Is this still the case? If not, could you please tell us
which state currently has the highest number?

Yes. As of February 2018, Selangor is still on top of the list with the highest number of bankruptcies in the country
(73, 712 cases). This is followed by the State of Johor with 51, 026 cases and the Federal Territory of Kuala Lumpur

with 47, 154 cases.

Exclusive Interview

Q:
A:

financial 1st

What are the contributing factors driving Malaysians being declared bankrupt?
What measures has the government taken to educate more Malaysians to prevent
them from falling into bankruptcy? If no measures have yet been taken, what are
the government’s future plans in this regard?

Looking at the statistics from the Malaysian Department of Insolvency (MDI), the majority (27.7%) of bankruptcy
cases are due to default in repayment of personal loan. This is followed closely by default in repayment of hire

purchase loan at 25.5% and housing loan at 14.4%.
The Government hopes that the amendment will bring changes to the bankruptcy landscape of this country especially with
the increased bankruptcy threshold from RM30,000 to RM50,000, the introduction of the pre-bankruptcy rescue mechanism i.e.
the voluntary arrangement and the automatic discharge which educate Malaysians to be more responsible towards their financial
health.
The Government continues the effort to create awareness of the consequences of bankruptcy through the Credit
Counselling and Debt Management Agency (AKPK) and Malaysian Department of Insolvency which have organized many
awareness programmes to help individuals in managing their finances. However, the majority of youths are still unaware of the
services provided.
I also believe that the measures taken to educate more Malaysians to prevent them from falling into bankruptcy should not
only be one-sided i.e. from the Government alone. Financial literacy should first begin at home. Parents are their children’s
first teachers and their learning models. Meanwhile, the government will continue to improve implementation of the new Act.

5
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Q:
A:

Exclusive Interview

In TN50, the government is realistic about the capability of youths to contribute to
the nation’s aspiration to become among the world’s top 20 nations. Do the efforts
in this direction mean a zero rate of bankruptcy among the youth in the near future?

The Government has embarked on an initiative to chart the direction of Malaysia for the next 30 years until the year
2050. The initiative is that from 2020 to 2050, we should strive to be among the top countries in the world in terms of

economic development, citizen well-being and innovation.
Based on current data, the majority of bankrupts (34.5% or 28, 212 cases) are aged 35-44, and (24.7% or 20, 234 cases)
are aged 25-34). Facing bankruptcy at a young age can do far more damage to youth beyond affecting their credit rating.
Responding to this worrying trend, the government has introduced a new policy to assist those who are at risk to be declared
insolvent through a voluntary arrangement mechanism. The voluntary arrangement mechanism provides an avenue for the
borrower to repay the financier in a mutually agreed scheme. This mechanism also will help in preventing youths from being
declared bankrupt easily.
The Malaysian government is serious in eradicating the number of bankruptcies in this country. I am confident that with
all the measures taken, we will be able to reduce the number of bankruptcies especially among youths in Malaysia in order to
achieve our aspiration to become one of the top nations in terms of economic development.

6
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From the MFPC President

From the MFPC PRESIDENT

MICHAEL

KOK FOOK ON
Dear Members
We have just passed the first quarter of the year
and I am pleased that the Council’s initiatives for
the year are progressing well. As we move further
into the year, we all look forward to more success
in achieving what we have set out to do and in the
fulfilment of our personal financial plans. To ensure
all is going well, a quarterly review of personal
financial plans will be beneficial considering the
upcoming General Election could have implications
in terms of finance.
One positive development is investors and
to-be investors could enjoy a 3-year Stamp Duty

8

Rebate on trading of Mid and Small Cap PLCs
from 1 March 2018. Leadership at the Oval Office
continues to rattle world stock market prices. On
the local front, the Central Bank has required that
foreign owned insurance companies would need to
pare down their ownership to an acceptable level
of 70% equity. However, I am still of the opinion
that Asian equities are still looking very attractive.
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From the MFPC President

MFPC’s Ongoing
Activities

The Council has planned numerous activities in order to
achieve one of our strategic objectives which is to promote
awareness among Malaysians from all walks of life of the

financial 1st
We recently concluded our 5th MFPC International
Conference on Islamic Wealth Management and Financial
Planning with international speakers who shared their ideas
and perspectives of their countries. We would like to express
our appreciation to En Kamaruddin Hashim, Executive
Director of Securities Commission for being our guest of
honour at the event.

value and importance of financial planning. As you may be
aware, our public programmes for the year will be conducted
at prominent public venues in 7 states. We successfully held
our programmes in January and March in Negeri Sembilan
and Malacca respectively. These programmes were targeted
at youths, a group that continues to wave away debt concerns.
Thus our response to address the high indebtedness of
youths is to educate them on proper financial management
and planning to avoid being trapped in debt.
If left unchecked, the situation of high indebtedness
among the young will not only affect them and their
families

but will also ultimately impact negatively on the

nation’s economic development, critically impeding our
aim of becoming a high-income status nation. Our financial
education programmes for youth form part of our commitment
to our partnership with UN Global Compact Malaysia to
achieve the UN’s Sustainable Development Goals (SDGs),
to which the Council is a signatory. We will work together
with UN Global Compact Malaysia to realise two of the 10
stated sustainable goals, Quality Education (Ensure inclusive
and equitable quality education and promote lifelong learning
for all) and Partnership for the Goals (Strengthen the means
of implementation and revitalize the global partnership for
sustainable development).
In order to ensure these programmes run smoothly,
the Council has managed to forge partnerships with AKPK,
EPF, FIMM and PIDM, all of whom have committed to
providing speakers and assisting with the organising of the
seminars.
Further, we have made a change to the entry requirement

Increased Cost of Living

The cost of living has become the biggest concern among
Malaysians. The consumer price index rose 2.0 per cent for
the period January to February 2018 as compared to the same
month last year. This is while according to the Economic
Planning Unit, Malaysia’s gross national income fell from US$
10,677 in 2014 to an estimated US$ 8,821 last year. As such,
the capacity of the average consumer to purchase goods and
services has diminished. With prices, especially of essentials
on the uptrend, it makes it harder to plan for the future and
discourages savings and investment.
Thus, as consumers, it has become important to make
price comparisons before making a purchase as prices
can vary from one seller to another. It is good news that
the Ministry of Domestic Trade and Consumer Affairs have
done their part by launching a price checker mobile phone
application. This will prove very useful to consumers.

9

Considering the situation which is not expected to
improve any time soon, we can see how important financial
planning is and understanding spending patterns is vital.
Planning for inflation and setting goals must be key areas
of concern for every individual. As evidence of this, FOMCA
reports that 40% of Malaysians who seek medical treatment
do so with money out of their own pocket as they have
not purchased insurance. As healthcare inflation is above
15%, taking action on this as part of one’s financial planning
is essential.

for our flagship programmes, the RFP and Shariah RFP to
provide individuals who do not meet our entry requirement
a pathway into our professional programmes. In this regard,
MFPC has collaborated with one of the leading brands in
introduce the OUM-Financial Planning Programmes.
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the education industry, Open University Malaysia (OUM), to
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The Development of
Digital Currency

The phenomenon of digital currency is another cause for
concern. Our advice is to steer clear of Initial Coin Offerings
(ICO) and digital currency so as not to fall prey to scams and
as they are not considered legal by the authorities. Bank
Negara Malaysia does not recognise digital currencies as
actual currency and they are therefore not considered legal
tender in Malaysia. Nor does it plan to issue any sort of digital
currency. BNM also warned that that those who use or trade
in digital currencies do so at their own risk as consumer
protection is not guaranteed under any laws.
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From the MFPC President
This advice should be heeded as our CMDF Research
Project which investigated the investment preferences of
Malaysians revealed that 25% of Malaysians are unaware
that not all financial investment products in Malaysia are legal.
A shockingly high figure! In the ensuing pages in this issue,
we have an article featuring Securities Commission’s warning
on ICO investments.
I wish all of you all good things in the year 2018 and let’s
continue to make more Malaysians aware of the importance
of and the need for personal financial planning and to help
Malaysians plan their finances for a more financially secure
future.

Thank you.
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Investment Planning

Determination of
Income Replacement Needs in
Estate Planning
Dr Chai Kon Lim

D

etermining Income Replacement Needs to support dependants upon death of a breadwinner
is the key matter in this article. Common dependants are housewife, children, parents and
siblings. The several variables affecting Income Replacement Needs are rate of return,
inflation rate, number of years income is required and the annual amount of income need of
the dependant. The determination of Income Replacement Needs of housewife and children are
presented here.

Income Replacement Needs for
Housewife

What is the number of years annual income is required for

a housewife if her husband passes away prematurely? A
suggested solution is to provide for the number of years until

the children are able to support the mother financially. Another
answer is to provide income annually until the housewife
passes away.

The first suggested solution encounters several issues.

Relying on children may not be ideal since there is no way
to remove the risk of premature death that affects everyone.

and capable of supporting the mother. When children
approach the age to set up their own family, the pre-existing

A case example on calculation is as follows:
ASSUMPTIONS: INFLATION RATE = 3%, RATE OF
RETURN DURING RETIREMENT = 5%,

ANNUAL INCOME NEED = RM40K
INCOME REPLACEMENT NEEDS (IRN)

= RM40k x 1.05 x (1-(1.03/1.05)^35)/(0.05-0.03)
= RM1,028,735

This IRN is substantially larger compared to the first

suggested solution. If we assume 15 years for children to grow
up and be able to support the mother, the IRN to be provided

shall be shortened from 35 years to 15 years. Consequently,
the IRN shall be RM526,241, calculated as follows:

RM40K X 1.05 X (1-(1.03/1.05)^15)/ (0.05-0.03)

burden of the requirement to support the mother could be a
factor affecting the marriage of the children.

Opting for the second suggested solution of providing

annual income until the spouse passes away has great

significance. It implies the retirement of the wife starts
immediately when the husband passes away. For instance,

if the wife is 40 years old and with a life expectancy of 75,
the number of years of annual income required would be 35
years.

Rate of Return

The greater the number of years, the larger will be the amount

of IRN. The next variable we explore is the impact of the
rate of return. In the previous example, the rate of return

assumed was 5% p.a. If the rate used is increased to 7%
with other variables unchanged, IRN would be reduced from

RM1,028,735 to RM787,996. To illustrate the impact of the
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Also, there is uncertainty whether the children will be willing
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rate of return on IRN further, when we use 4% as the rate of

family, the number of years is usually decided by 25 minus

The higher the rate of return, the lower is the lump sum

the number of years of income need is 25 – 15 = 10. It is

return, IRN would be higher at RM1,193,602.

income need. So, what shall be the appropriate rate of return?

To answer this question, we should recognise that

money available to support the dependant must be kept in

the present age of the children. If a child is aged 15, it means
noted that most insurers chose age 25 as the maturity age for
education policies.

For illustration, let us assume a child is aged 15 with

a financial asset that is safe. If it is kept in a fixed deposit

annual income need of RM12,000. Adopting a similar rate of

managers, the return cannot be very high. Placing the fund

IRN of this child as follows:

account or fixed income funds managed by professional fund
elsewhere with potentially higher return may pose unbearable

return and inflation rate as the mother, we can compute the
IRN = RM12K X 1.05 X

risk. To avoid the complexity and the investment risk, a widely

{1 – (1.03/1.05)^10} / (0.05 – 0.03)

recommended tool would still be a fixed deposit account with

= RM110,220

banks. The prevailing interest rate offered by banks would
therefore be a good guide on the rate of return to be used.

Inflation Rate

YEAR

BEGINNING
BALANCE

ANNUAL
NEED

RETURN

ENDING
BALANCE

1

110,220

12,000

4,911

103,131

2

103,131

12,360

4,539

95,309

3

95,309

12,731

4,129

86,707

lower IRN.

4

86,707

13,113

3,680

77,274

5

77,274

13,506

3,188

66,957

depends on his or her living lifestyle. Buying new and branded

6

66,957

13,911

2,652

55,698

7

55,698

14,329

2,068

43,437

8

43,437

14,758

1,434

30,113

9

30,113

15,201

746

15,657

10

15,657

15,657

(0)

(0)

In this presentation, when we increase the inflation rate to

4% with other variables unchanged, IRN would be higher at
RM1,195,372. Reducing the inflation rate to 2%, the amount
would be lower to RM892,415. Therefore, a higher inflation

rate requires higher IRN while a lower inflation rate implies
The inflation rate affecting an individual very much

12

The accuracy of the calculation is explained with the

Table below:

goods that are imported would be much more expensive
than buying goods offered for sale at a discount. Eating out
in restaurants is also costlier compared with eating home

cooked food made with ingredients under domestic price
control. Hence, the inflation rate can be much higher than
3% that we used for the calculation here. After the death of

a breadwinner, we do not expect dependants in an ordinary
household to adopt an aggressive spending habit. The official
inflation rate published by Bank Negara is therefore a good
guide.

Annual Income Need

The last factor that affects IRN is the annual income need.

The larger the annual income need, the higher is the IRN.
This annual amount may be determined by existing annual

spending when the breadwinner is still alive. Adjustment to

the figure can be made after the husband passes away. A
carefully worked out budget may be useful in arriving at the
annual figure.

MFPC I Vol. 1 I 2018

Income Replacement Needs for
Children

To compute the IRN of children, the four variables identified

earlier are also required. Since the mother is generally the

one who takes care of the children until they are capable
of being self-supporting, the rate of return and inflation rate

shall be similar to the rates used for determining the IRN of
the mother. The variables that differ are the annual income
need and the number of years income is required. While

the annual income required for children may differ for each

The first column shows 10 years annual income are

required. The second column shows IRN starts at RM110,220

and gradually being utilised to become 0 after 10 years. The
third column indicates the annual income that is increasing
at 3% p.a. to match inflation. The fourth column is calculated

based 5% x (column 2 – column3), indicating unutilised
fund every year earning a return of 5%. The last column
is the outcome of 2nd column – 3rd column + 4th column.

For the 1st year, it is arrived based on 110,220 – 12000 +
4911=103,131.

Computation of IRN therefore requires planners to

consider at least four variables. Failure to adopt appropriate

variables or usage of unreasonable assumptions would

lead to the wrong conclusion. Readers are to take note that
resources for income replacement should ideally be cash or
liquid assets. Since cash is involved, there is also a need to

prevent leakage of such fund arising from numerous factors.

Examples of possible leakage are withdrawals from bank to
invest in instrument with higher return, lending to close friends
and relatives, participation in business joint venture and

various types of money games in the market. Strong financial

discipline is always necessary in financial planning practices.
Finally, reader ought to be aware that Income Replacement

Need is merely one of the needs in Estate Planning. Other
needs such as need for education funds and settlement of all
debts are not to be neglected.
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Islamic Finance

The Structured Methodology and
Process for Obtaining Shariah Rulings/
Resolutions in Islamic Finance Matters
Assoc. Prof. Dr Ahcene Lahsasna
In issuing resolutions or Shariah rules related to Islamic finance matters, the Shariah
Committee/ Board of an Islamic financial institution (IFI) follows a sound structured
methodology and process to ensure consistency and robustness in the methodology. This
methodology is briefly described in this article.

The Structured Methodology
for Obtaining Shariah
Rulings

The primary sources are used by the Shariah Committee/

sources in issuing their resolutions and Shariah rulings to

under discussion, which requires Shariah decision making.

The Shariah Committee/ Board of an IFI refers to Shariah
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ensure that the decision making complies with Shariah rules
and principles. The decision in Shariah is not baseless but
based on sources recognised by Shariah, and these are
divided into two major categories, namely primary sources

Board to provide Shariah rulings. They are regarded as the
primary sources and their sequence is well observed and
honoured in the process of ijtihad. The Shariah Committee/
Board will normally refer to the secondary sources only in
case the primary sources cannot accommodate the case
The primary sources have specific descriptions, concept rules
and methodology to be observed in the process of ijtihad.
These overall rules are described in usul fiqh, which the
Shariah Committee/Board is required to honour and respect

and secondary sources..

in the process of issuing resolutions or Shariah rulings.

Primary Sources of
Shariah:

Secondary Sources of
Shariah:

The secondary sources will be used in case the primary
sources cannot be used as the base to derive the Shariah

PRIMARY SOURCES

ruling. The different circumstance of the case will determine
the appropriate source to be used as the basis for the Shariah
ruling. Just as the primary sources, the secondary sources
also have concepts, rules and methodology on how they are

CONSENSUS
(AL-IJMA’)

QURAN

MFPC I Vol. 1 I 2018

TRADITIONAL of
the PROPHET
(SUNNAH)

to be used in Ijtihad. These are in the discipline of usul fiqh,
ANALOGY
(QIYAS)

which the Shariah Committee/ Board is required to honour
and respect during the use of each source in decision making.

Islamic Finance
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SECONDARY SOURCES

PUBLIC
INTEREST
(AL-ISTISLAH)
MASLAHAH

JURISTIC
PREFERENCE
(AL-ISTIHSAN)

PRACTISE of PEOPLE
of MEDINA (AMAL
AHL AL-MADINAH)

COMPANION’S
OPINION (QAWL ALSAHABI)

RESUMPTION OF
CONTINUITY (AL-ISTISHAB)

GENERAL
CUSTOMARY
PRACTICES
(AL-’ADAH)

SHAR’MAN
QABLANA (EARLIER)
SCRIPTURES

SAAD
AL-DARIAH

Process for Obtaining Shariah Rulings
The Shariah Committee/ Board of the IFI fulfils its mandate
and responsibilities within specific procedures that enable it
to derive sound decisions in advising the IFI. The Shariah
Committee/ Board engages in an effective and efficient

manner by using a methodology agreed upon to ensure
proper governance and transparency in the process. In
issuing resolutions and Shariah rulings, the Committee/Board
follows a specific process and procedure for decision making
process. This is described as follows:

Guideline For Decision-Making Process For Shariah Committee
STAGE 1
PRODUCT DESIGN
AND DEVELOPMENT

STAGE 4
DISCUSSION &
DELIBERATION

STAGE 2
SUBMISSION OF THE DEVELOPED
PRODUCT TO SHARIAH DEPARTMENT/
DIVISION (SECRETARIAT)

STAGE 5
DECISION &
RESOLUTION

STAGE 6
SHARIAH ENDORSEMENT
OF THE PRODUCT OR
ANY OTHER MATTERS

STAGE 1

Product Design and Development: The product is normally
designed and structured to be offered as an Islamic product or
service. It may sometimes not be a product but an IFI matter

STAGE 3
ADMINISTRATION AND
COORDINATION

STAGE 7
CLOSING THE CASE IN THE
MINUTES OR KEEP IT OPEN
FOR FURTHER ACTION

that requires a decision to be made, in which case it will be
formulated as a paper for presentation to obtain the approval
of the Shariah Committee/ Board.

STAGE 2

Submission of Developed Product to Shariah Department/
Division (Secretariat): The product proposed, or the matter
that requires a decision will be submitted to the Secretariat
for further action.

MFPC I Vol. 1 I 2018

Further Description on
the Methodology

15
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STAGE 3

Administration

Islamic Finance
and

Coordination:

The

STAGE 6

Shariah Endorsement of Products or any other Matters:

Secretariat will further administer the product or the matter

The Shariah Committee/ Board will either endorse the product

submitted that requires a decision for compilation, verification

or matter as Shariah-compliant or reject it as not being

and checking for further recommendation and enhancement

Shariah-compliant. In the case that it is not a product for

if needed.

approval, the Shariah Committee/Board will provide relevant

STAGE 4

advice and guidance to the IFI based on the same approach

Board will deliberate on the proposal through collective

place in the meeting.

Discussion and Deliberation: The Shariah Committee/
discussion, deliberation and engagement to ensure that
the product or matter is in order and complies with Shariah

where sound and efficient collective deliberation will take

STAGE 7

Closing the Case in the Minutes or Keeping it Open for

requirements and does not violate or breach any Shariah

Further Action: The matter will be either closed or kept open

rules or principles.

for further recommendation and action, and will be addressed

STAGE 5

in subsequent engagements of the Shariah Committee/

Decision and Resolution: The Shariah Committee/ Board
will make a collective decision and issue a Shariah resolution
on the product or matter presented. The resolution will be
either permissible, allowing the IFI to proceed with it, or
prohibited, not allowing the IFI to proceed further with the
product, service or matter. At times, further enhancement and
improvement may be required, and sometimes conditional
approval may be given.

Board.

Five Different Shariah
Rulings

The result of the decision making of the Shariah Committee/
Board will be in the form of a Shariah ruling as follows:
Compulsory,

Recommended,

Permissible,

Disliked,

or

Prohibited. In short, either Permissible or otherwise.
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Upon the issuing of the resolution, the IFI will implement
the decision as agreed upon by consensus or majority.

The Process of Issuing Resolutions
START
. Primary Sources
. Secondary Sources
. Usul Fiqh Methodology

Process of Issuing resolutions/ Ijtihad by
Shariah Committee of the IFI
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WAJIB
COMPULSORY

MANDUD
RECOMMENDED

MUBAH
PERMISSIBLE

THE END

MAKRUH
DISLIKE

HARAM
PROHIBITED
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Media Statement on Initial
Coin Offerings

S

ecurities Commission Malaysia (SC) would like to caution investors as we note the
emergence of digital token based fundraising activities / investment schemes in Malaysia
and elsewhere, which may be referred to as “initial coin offerings”, “initial token offerings”,
“token pre-sale”, “token crowd-sale” (collectively referred to as ICO schemes hereon).
ICO scheme operators typically raise funds through the
issuance and sale of digital tokens, in exchange for investors

•

Some ICO schemes and the parties involved operate
online and may not be regulated, investors may be

paying for these tokens through virtual currencies, such as

exposed to heightened risks of fraud, money laundering

Bitcoin or Ethereum. We note that while all ICO scheme
operators seek to raise funds from investors, these schemes
can be structured in many forms, which may include:

and terrorism financing.
•

Digital tokens traded on a secondary market may give
rise to risks of insufficient liquidity or volatile and opaque

As the terms and features of ICO schemes may differ
in each case, investors who wish to engage or invest in ICO
schemes are reminded to seek legal or other professional

pricing.
•

The structure of these ICO schemes might limit the legal
protection and recourse for investors against scheme

advice if there are doubts on the legitimacy of these schemes.
•

projects.
•

Seeking funding through Foundations where investors
are not entitled to seek any returns on their investments.

•

Issuance of tokens which entitle the investors to enjoy
project managed by the operator.

Investors should be mindful of the
potential risks involved in ICOs
schemes, and take note that:

Scheme operators may not have presence in Malaysia

and it would be difficult to verify the authenticity of the
scheme and the recovery of invested monies may be
subject to foreign laws or regulations.

Investors should also fully understand the features of an ICO
scheme, and carefully weigh the risks before parting with
their monies. For example, investors should be aware that
ICO scheme operators issues a whitepaper, which typically
contains descriptions of the ICO scheme but may also
carry disclaimers which absolve the operators from certain
responsibilities and obligations.
A list of activities regulated by SC and license holders
can be found below:

•
•

/wp-content/uploads/eng/html/cmsa/
cmsa2007/CMSA2007Schedule-2a.pdf
/licensing/public-register-of-licenceholders/ SECURITIES COMMISSION
MALAYSIA
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rights to a future product or service generated by the

•

operators.

Direct investments in projects with an aim to enable token
holders to participate in a share of the returns from the
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Digital Catalyst to
Influence Retirement
18 Saving Habits

T

he digital revolution is upon us at lightning speed, and Malaysia is well positioned to
ride the wave of change thanks to forward-looking national policies designed to drive the
digital economy.

We live in an era of e-everything, from e-commerce and
e-banking to e-learning and e-research. Many Malaysians
are now shopping online, while some have diversified their
income channels through the digital economy.
Equally important is that a high number of Malaysians are
also embracing online financial services to top up their Private
Retirement Schemes (PRS) accounts.
In

a

survey

conducted

by

the

Private

Pension

MFPC I Vol. 1 I 2018

Administrator Malaysia (PPA), 30.5% of respondents topped
up their retirement savings through PRS Online. The PRS
Online Top Up facility allows PRS Members
savings with any of the
easy,

to increase their

eight PRS Providers

in

an

convenient and secure way through PPA’s website

www.ppa.my.
Almost 6,000 PRS Members took part in the survey in Q3
2017, and 28.6% of respondents indicated that they want more
facilities to conduct transactions online.

“This data is encouraging as it shows that we are on the
right track in introducing digital services to PRS Members. PPA
will continue to embrace FinTech (Financial Technology) and
introduce value-added services online,” said Husaini Hussin, CEO
of PPA.
At the time of the poll, the PRS Online Top Up facility
had only been introduced for 10 months, and was already the
second most popular channel used by members to top up.
The conventional channel to top up through PRS Consultants
remains the first choice of PRS Members at 47.2%. Another
15.8% of respondents personally banked in to their PRS account
while 6.6% saved through salary deduction.
Buoyed by the response, PPA launched the PRS Online
Enrolment on Jan 26 this year, which allows Malaysians to sign
up for a PRS account via www.ppa.my in an easy, convenient
and secure manner to build savings for the future. Through PRS
Online Enrolment, new PRS Members aged 30 and below will
enjoy zero sales charges with selected PRS Providers.

Special Feature
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PPA, as the central administrator of PRS, serves as a one-

“The earlier you start, the longer time horizon you have to

stop resource centre for the public on retirement learning and

benefit from compounded growth. And save before you spend.

PRS, as well as services related to accounts of PRS Members and

This will keep you disciplined in saving,” he said.

investments with any of the eight PRS Providers.

In line with this objective, the PRS Youth Incentive help

Last year, PPA revamped its website to be mobile adaptive,

youths kick start their PRS savings with a simple mechanic: “Save

more vibrant and user friendly. A variety of e-learning modules

RM1,000, get RM1,000”. This one-off incentive is open to youths

are available in various formats, ranging from write-ups to

between the age of 20 to 30, and is available until the end of 2018.

infographics and videos. Also housed on the website is the
retirement calculator, which helps individuals to project the
amount of funds needed for their retirement by keying in a few
simple details.
“Quite often we are asked how much one needs to retire.

“It is totally worth it. Where else can you find a scheme that
doubles your investment immediately?” said Husaini.
He reminds Malaysians to continue saving in PRS after their
initial deposit. By saving regularly, one gets to leverage on dollarcost averaging and ride out the risk of market volatility.

There is no standard answer, as it depends on each person’s

From the poll, one-third (33.3%) of Malaysians save between

lifestyle and standards of living. Through the retirement calculator,

10-20% of their monthly income, while 23.5% save more than 20%.

you can get a personalised forecast,” said Husaini.

However, it is equally worrying that the rest save less than 10% of

Having a target is important as a majority of Malaysians want

their income.

to retire early. In another poll conducted by PPA, 48.2% indicated

“It is important to review your spending if you find that you

that they would like to retire before they reach the mandatory

don’t have enough to save. Some sacrifices have to be made, like

retirement age of 60, while a further 30.8% said they plan to

giving up designer coffees or reducing the number of trips to the

retire when they turn 60.

cinema.”

Of almost 1,200 Malaysians who took part in the poll,

“It is important to distinguish your wants and your needs.

60.9% indicated they would be disciplined in spending their

Ultimately, you must keep in mind that you are doing this for

retirement savings by withdrawing only the sum needed to sustain

yourself. You are saving for the future you,” said Husaini.

their standard of living.
“We encourage this behaviour, as it allows the balance sum
in PRS to continue growing,” he said.
The other respondents said they would use their retirement

At the close of February 2018, there are 313,565 PRS
Members, a whopping increase of 38.2% compared to February
2017. In the same period, the combined Net Asset Value (NAV) of
the 56 PRS funds jumped by 45.4% to RM2.31 billion
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savings to fund their hobbies (29.3%), fund their children’s
education/wedding (6.1%) and renovate the house/buy a house
and move back to hometown (3.7%).

Source:

“All this is well and good if you can afford it. As our longevity
increases, we must plan to have enough savings to last us through
our retirement years. Given the mortality rate today, many of us
will live until we are 80,” said Husaini.
To get a head start in saving for retirement, Husaini’s number
one advice is: “Start young, start now”.
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MFPC Events

Launch of OUM-Financial Planner
Professional Programmes

The OUM-Financial Planner Professional Programmes were launched on 22 December 2017. This marked MFPC’s
collaboration with Open University Malaysia (OUM) to provide education in financial planning to meet the growing interest
in obtaining a professional qualification in financial planning. The launch was witnessed by Prof. Dr Ahmad Hashem,
Chief Operating Officer of Meteor Group, and Prof. Dr Richard Ng, Director of Institute of Professional DevelopmentOpen University Malaysia (IPD-OUM). The partnership also represents the Council’s commitment to two of UN’s Sustainable
Development Goals (SDGs), which are SDG 4 – Quality of Education and SDG 17 – Partnership of the Goals.
The OUM-Financial Planner Professional Programmes are specially designed for those who aspire to become
Professional Financial Planners. OUM offers three different Financial Planning Programmes, which are Certificate in Financial
Planning (Level 3), Certified Professional Financial Planner (Level 5) and Executive Professional Financial Planner (Level
7). A special 10% discount was given to MFPC members who enrolled for the programmes and RM200 vouchers were given
for early bird registration.
These programmes are HRDF claimable to upskill individuals from a wide spectrum of industries. Employers
registered and / or incorporated in Malaysia and who have registered with PSMB and pay the HRDF levy immediately upon
registration, are eligible to apply for training grants (financial assistance) to defray all or a major portion of the “allowable
costs” of training of their employees. Further, employers who contribute to HRDF are eligible to access their levy payments
by claiming training reimbursements through the various training schemes that are implemented by PSMB.

20
Financial Planning Workshop for Youth
In Seremban

On 6 January 2018, MFPC organized a one-day Shariah
Financial Planning Workshop for Youth at Bilik Pameran, Majlis

Perbandaran Seremban. The workshop was launched by the
Deputy Minister of Education II, YB Senator Datuk Chong Sin
Woon. He expressed great interest in the workshop as it was the
first Shariah Financial Planning workshop to be held in Negeri
Sembilan. In his opening speech, he stressed that financial
literacy should instilled in youth to prevent them from falling
into bankruptcy at an early age and that youth should be made
aware of knowing how to be prudent spenders.

MFPC I Vol. 1 I 2018

The workshop was conducted in collaboration with Majlis

Belia Negeri Sembilan and Parlimen Belia Negeri Sembilan who

provided the venue and assisted in disseminating brochures
regarding the workshop to youths in Negeri Sembilan. In addition

to speakers from MFPC, other financial bodies such as AKPK,
FiMM, and EPF also provided speakers to educate the youth
who attended to gain basic knowledge in financial planning.

This workshop attracted 200 participants aged between 19

years and 25 years. They included Form 6 students from SMK
Sedia Raja, SMK King George, and SMK Senawang 3 (Forest
Heights). More of such workshops are in the pipeline in seven
other states.

MFPC Events
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Talk on Insolvency Act 1967

A talk on the Insolvency Act 1967 was held at the MFPC Conference
Room on 26th January 2018. The two sessions on that day covered
an introduction to the Insolvency Act 1967, the 8 main changes to the
Insolvency Act 1967, a comparison between the Insolvency Acts of
Malaysia and neighbouring countries, Voluntary Arrangement (VA) and
business opportunities, VA timeline, requirements to be a registered as
a nominee, nominee fee, VA documentation and automatic discharge.
The speaker for the programme was Mr Gunasegaran Munusamy,
who holds the Registered Financial Planner designation and a Master’s
in Business Law from Universiti Kebangsaan Malaysia (UKM) with a
major in Contract Law. Mr Gunasegaran also sits on the MFPC’s Ethics
and Compliance Board. This event received encouraging response
from the 55 participants who attended.

Certified MFPC Examiner (CME 2018)

MFPC conducted a two-day Certified MFPC Examiner
(CME) programme on 26 February and 27 February

2018.The programme for MFPC examiners focused on
the construction of essay questions for examinations, and
the basic concepts of assessment and evaluation.
The programme facilitators were Ms Toh Kim Eng
and Mr Michael Kok Fook On, both certified trainers with
experience in the financial field.
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Time Value of Money

The ‘Time Value of Money 201’ programme

was held on 8 March 2018 at the MFPC
conference

room.

This

programme

covered the following: A Brief Review of
Basic TVM Concepts and Applications,
the

Constant

Growth

Cash Flow Model, Understanding of the
Uneven Cash Flow Model, TVM Practical
Applications and a Mini Case Study.
This programme was conducted
especially for RFP/CFP designees who
wished to ‘sharpen-the-saw’ and anyone
with a basic understanding of TVM
concepts and applications. The speaker
for the programme was Mr Adrian Ho, a
certified trainer in the area of personal
financial training.
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MFPC Events

Financial Planning Workshop in Melaka
MFPC organised another Financial Planning Workshop for Youth for the year, this time on 17 March 2018 in Melaka. The
workshop was conducted in collaboration with Majlis Gerakan Belia Melaka (MGBM) to ensure smooth running of the workshop
at Auditorium Seri Negeri Melaka. The Chief Minister of Malacca, Datuk Seri Utama Ir. Hj. Idris Bin Hj. Haron, launched the
workshop. The workshop aimed at educating youth to manage their cash flow and to prevent them from borrowing money from
illegal parties and falling into bankruptcy.
Speakers from MFPC, EFP, FiMM, PIDM and AKPK shared their expertise with the youth who attended. The speakers
spoke for 45 minutes and had a Q&A session in order to engage with the participants. Booths were also set up to provide
participants with more information. EPF brought their Mobile Team, making it easier for the participants to check their savings
and also register through online application.
This workshop received encouraging response from the 200 participants.

22
1-Day Tax Planning Public Class (RFP MODULE 4)
On 20 March 2018, MFPC organised the 1-Day Tax Planning Public Class (RFP Module 4) at the MFPC Conference Room. The
objectives for this programme were to highlight the importance of tax planning in financial planning and to help student members
who had registered for the tax planning examination.

MFPC I Vol. 1 I 2018
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FINANCIAL PLANNING WORKSHOP, INTAN (22 JANUARY 2018)

FINANCIAL PLANNING WORKSHOP WITH KWAP, KEMAMAN (22 FEBRUARY 2018)

FINANCIAL PLANNING WORKSHOP WITH
KWAP, KUANTAN (8 MARCH 2018)

FINANCIAL PLANNING WORKSHOP WITH
KWAP, KLUANG (15 MARCH 2018)
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FINANCIAL PLANNING WORKSHOP, INTAN (28 MARCH 2018)
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FAA VISIT (13 FEBRUARY 2018)

MFPC Activities
INVEST SMART @ SC (10 MARCH 2018)

RFP & SHARIAH RFP CAPSTONE PROGRAMME
RFP CAPSTONE (15-17 JANUARY & 5-7FEBRUARY 2018)

24

SHARIAH RFP CAPSTONE PROGRAMME (22-24 JANUARY & 12-14 FEBRUARY 2018)
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Crowdfunding SMEs
in Malaysia:
Recent Developments and Future Prospects

by Kee Gek Choo, General Manager, Market Research, Asian Institute of Finance (AIF)

C

rowdfunding is expected to accelerate in the near future as a critical source of alternative
financing for micro, small and medium enterprises (SMEs) in Malaysia. A report by the
Asian Institute of Finance (AIF) describes a vibrant crowdfunding environment emerging
in Malaysia following Bank Negara Malaysia’s policy support for alternative financing, and the
Securities Commission Malaysia’s introduction of regulatory frameworks for equity and peer-topeer crowdfunding.

Alternative Financing in the
Digital Age

The 21st century digital revolution has given rise to two
increasingly popular phenomena – the sharing economy and
a range of innovative new financial technologies (FinTech).
Crowdfunding is one important offshoot, aimed at individual
initiatives and small businesses facing difficulties accessing
conventional financing.
Originating in the US, crowdfunding has grown
exponentially in funding volume, diversity of applications
and geographical spread in less than a decade. The
lukewarm reception to it arriving in Malaysia in 2012 changed
dramatically in 2015 when the government – recognising its
significance for micro, small and medium enterprises (SMEs)
– stepped in with concrete policy support measures. Progress
since then shows a rapidly evolving national market for
crowdfunding with a highly promising future growth trajectory.

for individuals and small businesses with a low resilience
to economic shocks. The sharing economy’s concept of
making fuller use of unutilised or underutilised resources
through direct interaction between suppliers and consumers
resonated with businesses and communities in search of a
mechanism to alleviate their financial stress. Similarly, the
ability of FinTech to deliver financial products and services
direct to consumers at significantly lower costs by bypassing
the conventional financial system appealed to those keen on
trimming costs. Both are seen as instruments of inclusion and
as democratising finance.
Crowdfunding is a consumer-centric solution to financing
gaps not addressed by conventional financial institutions. It
involves the funding of personal projects or business ventures
through a large number of small contributions.
The four most common types of crowdfunding are donation,
reward, equity (ECF) and peer-to-peer (P2P) financing.
Donation and reward crowdfunding are popular for personal
projects from which the funders either do not expect a return or

A Primer on Crowdfunding

are willing to accept a non-monetary return. ECF and P2P are

economy and FinTech, both responses to the global financial

sharing economy, crowdfunding involves: (a) an individual or

Crowdfunding combines critical elements of the sharing
crisis which resulted in a severe credit crunch, especially
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aimed at commercial ventures with a share of the ownership
or an interest payout on funds lent. Riding on the idea of a
entity in need of funding
(issuer or project owner);
(b) those with the funds
and (c) an intermediary

Project Owner
(Entrepreneur)

(SC registered for ECF, P2P)

CF Platform Operator

Investor/Funders

PITCH

CAMPAIGN

FUND

(The Crowd)

employing

FinTech

mechanisms to facilitate
the exchange of funds

Discloses detailed information about project/
business, offering, team, purpose, plus:
. Business and financial plan/ projections
. Business valuation and risks (ECF)
. Loan interest and repayment terms (P2P)

Figure 1: Crowdfunding Mechanics

Conducts due diligence and credit reference
checks, screens & curates projects to:

. Agree on valuation (ECF)
. Assess and price risks (P2P)
and...
. Holds in escrow funds from investors/ funders
. Disburses them to project owner if campaign
succeeds under agreed terms

Invests/finance project in return for:

. Equity (shares) in company (ECF)
. Interest and repayment of principal (P2P)
. Token ‘gift’ (Reward)

(platform
(Figure 1).

operator)
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Global and Regional Trends

financing, loan rejection rates are high, with 45% of the SMEs

of social networks, crowdfunding has grown spectacularly.

operating costs. Only 10% of available non-bank funding is for

With advances in digital technology and increasing popularity
Worldwide, it grew at an average annual rate of 391% from
2012 to 20151 (Figure 2). While North America led the market
share in 2014 with US$9.46 billion of funds raised, Asia grew
at the fastest rate of 320% with a funding volume of US$3.4
billion, largely in China. More recent data indicates China
is already the largest crowdfunding market in the world,
expanding by 328% annually from 2013 to 20152.
Globally, P2P grew the fastest by 223% in 2014,
followed by ECF at 182%3. P2P dominated with a market
share of 68%. A similar pattern has been observed in Asia
Pacific, with P2P eclipsing other types of crowdfunding with a
market share of 83% in 2015 (Figure 3)4.

Although the banking system provides 80-90% of SME
experiencing cash flow and liquidity problems due to rising
start-ups and seed investment. Bank Negara Malaysia (BNM)
estimates the current SME financing gap to be around RM70
billion.

Evolution of Crowdfunding in
Malaysia

Contemporary crowdfunding using digital technology started
in Malaysia in 2012 with reward crowdfunding. ECF and P2P
crowdfunding were introduced in 2015 and 2016, respectively,
when the SC launched a regulatory framework and approved
six platform operators for each, making Malaysia the first
ASEAN country to bring crowdfunding investment (CFI) under
official approval and regulation (Figure 4).

2012

2015

2014

2013

2012
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$2.7bn

$6.1bn

$16.2bn

$34.4bn

Figure 2: Global Growth in Crowdfunding

. Arrival of digital
crowdfunding
. Reward-based,
unregulated

Source: Massolutions, 2015

2017

2016

2015

. February:
SC regulatory
guidelines on ECF
. June:
Registered 6 ECF
Operators

. May:
SC regulatory
guidelines on P2P
. November:
Registered 6 P2P
Operators

. December:
6 ECF, 6 P2P & 2
reward platforms
operational

Figure 4: Malaysian Crowdfunding Milestones

7

P2P
ECF

+155%
7
3

83

+114%
+97%

Reward
Donation

The commercial crowdfunding market has gained
significant

momentum

since

the

introduction

of

the

SC’s regulatory framework. The total funds raised via
CFI and the number of successfully funded campaigns
as

of

October

2017

paint

an

encouraging

picture

(Table 1).
Table 1: Achievements for ECF and P2P as of October 20175

+285%

Commencement year

ECF

P2P

2016

2017

6

6
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Figure 3: Market Share and Average Growth Rate (Asia
Pacific Excluding China)

Number of operators
Total estimated funds raised (RM)

26.45
million

17.16
million

Source: Massolutions, 2015

Number of projects/issues funded

32

55

826,562

312,000

Note: +% refers to CAGR from 2013-2015

Relevance of Crowdfunding
for Malaysian Smes

The SME sector is a growth engine for Malaysia, consistently
growing at a faster rate than the overall economy from 2011
to 2015. Representing 97% of all business establishments
and employing nearly two-thirds of the national workforce, the
SME sector faces challenging financing conditions.

Per project value (RM)
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Future Outlook

2017

2018

Reward

3.1

3.6

4.2

ECF

17.8

37

76.7

158.9 343.4

over the next four years suggest P2P will dominate the

P2P

119.7

225.4

424.5

799.4 1523.7

market with nearly five times the value of ECF and grow at an

Million RM

Million RM
1600
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2019

2020 2021
4.8

Forecasts of crowdfunding transaction values in Malaysia

4.9

1400

annual rate of 88.3% during 2017-2021 (Figure 5). Although

1200

ECF is expected to grow at a faster rate of 103.7%, its annual

1000

transaction value will be lower due to a smaller number of

800

projects. Reward crowdfunding is likely to grow at a more
subdued annual rate of 15.4%.

600
400

Suggestions to Strengthen the
Ecosystem

200
0

2017

2018

2019

2020

2021

Figure 5: Estimated Transaction Value (2017-2021)

Crowdfunding has made impressive gains in Malaysia within

Source: Statista, December 20166

a very short time, due mainly to the supporting policies of
the government. Strengthening its ecosystem will allow
a fuller realisation of its potential. Measures for this may
include grooming entrepreneurs on how they develop their

“ECF is very valuable to start-ups...
the terms are all very transparent...
it helps starts-ups close the deal
unlike with corporate investors
who can drag out the process... the
longer they drag out, the worse
it is for the start-up... time is a friend
of the investor...”

business models and on their pitching skills, educating and
growing the investor community, elevating the profiles of
platform operators, increasing project pipeline flows, improving
operational efficiencies, and enhancing digital outreach and
security. More concerted and systematic collaboration
among relevant agencies and entities will be beneficial. A

Start-up founder who
successfully raised funds via ECF

Today

Malaysian

small

business

owners

periodic recalibration of funding limits under current regulatory
guidelines is also advisable as the market is still evolving.
value

crowdfunding as an important source of financing. They

1. Massolution. 2015CF – Crowdfunding Industry Report

appreciate the speed and transparency of its fundraising
process, the access it provides to sophisticated investors

(Los Angeles, 2016).
2.

who can add value to their businesses through advice or
and supporters.
opportunity

to

Report (Cambridge, 2016).
3.

investors
diversify

view
their

crowdfunding
investment

as

an

Research Firm Massolution®’, News Room, 31 Mar 2015.
4.

it as building a pipeline of viable businesses for future

up or young business, a prospect which was once limited to

Report (Cambridge, 2016).
5.

Statistics furnished by The Securities Commission
Malaysia on 30 December 2017.

6. Statista,

‘Statista

Market

Forecast–

financial return compared to other investment options, such

C r o w d l e n d i n g , C r o w d i n v e s t i n g , Crowdfunding

as bank deposits.

Malaysia’, Dec 2016.
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high net worth individuals. CFI also offers a potentially higher

Cambridge Judge Business School, Harnessing Potential:
The Asia-Pacific Alternative Financing Benchmarking

investments. For retail investors, commercial crowdfunding
presents an opportunity to invest in and partially own a start-

Marketwired, ‘Crowdfunding Market Grows 167% in
2014: Crowdfunding Platforms Raise $16.2 Billion, Finds

portfolios,

while venture capitalists and institutional investors see

Cambridge Judge Business School, Harnessing Potential:
The Asia-Pacific Alternative Financing Benchmarking

tangible assistance, and the expanded network of advocates
Sophisticated
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Insurance Planning

The Importance and Effectiveness of
Business Insurance Planning as a
Funding Medium Tool
Kenny Chong, Principal Training Consultant, KMS Business Solutions
Fellow MFPC, Fellow NAMLIFA, RFP, FChFP, ChLP, ChIFP, MBA, AMTC, ICSP
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F

amily business studies are becoming more pervasive in Malaysia, and several studies have
focused on factors that shape family-owned business performance levels.

Succession planning issues, and specifically succession

one size fits all mentality is simply not appropriate; but in general,

issues and experiences of second or third generation family

we see that most of the succession planning failure is mainly due to

business owners (2GO/3GO), have however not yet been

“funding issues” and this situation is most of the time avoidable and

explored at length. Past research has shown that family firms

manageable if prior arrangement had been made. In this write- up,

play a significant role in boosting GDP growth and employment

I will highlight the issue of the importance of funding medium plans

in emerging and developed economies. For instance IKEA,

and the alternative ways to minimize the interruption to carry out

was founded and is still being managed by a family. Such

a smooth successor planning in an organization especially family-

family-owned firms continue to dominate most of the world’s

owned business in SMEs.
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economies and remain a major source of entrepreneurship

For most family-owned businesses, predecessors do not wish

despite being under-researched, especially in a cross-cultural

to contemplate succession because they fear the loss of power

manner. *Malaysian businesses are no exception in this

and status; thus, we find that for most of the sample businesses,

regard. In Malaysia, family-owned businesses that continue

with the transition from second generation to third generation, the

to thrive include Adabi, Ramly, Takaso Rubber, Olive and

businesses began to work on formalized succession plan involving

Hong Leong Group, which generate annual sales of over

both generations, but in most of the cases, the predecessors still

USD1 billion (Norlela, 2007). In Kelantan, a state that is

carried most influence from the office desks to the banker’s front

well known for entrepreneurial business, Mydin Mohamed

office, including the credit worthiness in the eyes of the suppliers

Holdings Berhad is often ranked as the most successful family

to the heart of the customers’ loyalty. In other words, we need

enterprise.

to work on the succession planning not only for the ability of the

Generally, we define Succession Planning as a process

successors’ leadership but also the value added on the credit

where businesses plan for the future transfer of ownership.

worthiness and time factor for the transition of the predecessors.

In fact, it occurs where the business owner wishes to exit

Nevertheless, business insurance planning as a funding medium

from the business and nevertheless wants the business to

tool is always the ideal funding medium.

continue. The motive behind this is to transfer ownership of the

Talking about life insurance, the words connected to

business to any of the family members rather than shut down

uncertainty like death, disability or diseases (in short, the 3Ds),

the business altogether. Succession Planning is generally

always come into the picture and (which the majority of us are not

considered to be a unique, case by case process, where a

willing to hear or to face. However, let us be realistic and review
and be alerted to the top 10 causes of death in Malaysia:

Insurance Planning
1.		 Coronary heart disease.
2. Stroke.
3.		 Diseases of the respiratory system (pneumonia, asthma,

financial 1st
Business Insurance: Timing and Matching of
Business Needs

		 bronchitis, emphysema).

Prevent Loss of Profits

4.		Road traffic accidents.

Contingent Reserve Fund

5. Cancer (most common: breast, colorectal, lung, cervical,
nasopharyngeal).
6. Diabetes.
7.		 Hypertension.
8 . 		 Kidney failure. (Risk factors: Diabetes, high blood pressure,
heart disease, smoking, obesity, cancer).
9.		Liver failure.
10. Infectious and parasitic diseases (hepatitis A, hepatitis E,
tuberculosis, influenza, malaria).
Lots of businesses succession planning is directly or indirectly
strongly affected by these Top 10 causes of death incidents; to

Adequate Keyman Insurance
Guarantee Fund Irrespective of Times
To Face Multi-Financial Crisis

Below is a table Summarizing the
Impacts of Planned and Unplanned
Death:

How the Death of the Business Owner can
Affect the Business and the Value to the Heirs
UNPLANNED

make matters worse, the incidence is very sudden.

DEATH

The importance of life insurance as a funding medium tool is
worth exploring and using as a tool to enhance the effectiveness of
succession planning as in to minimize the interruption to carry out
smooth successor planning in an SME organization, especially in
family-owned businesses.
In relation to the above key factors, I must highlight a Kisah
Benar or a real case study. A very successful traditional familyowned business (grocery shop) founder who built his business
empire through his hard work and business skill managed to
secure the dealership of a few strong brands and the business
portfolio expanded very well under his leadership for two decades.

PLANNED DEATH

Debts

Difficult to
collect

Have time to organize + reduce
bad debts level

Assets

Forced sale

Source for better buyers

Creditors

Press for
payments

Available fund to satisfy creditors

Heirs

Left with little
of nothing

Guaranteed residual capital left

Business

Maybe forced
to liquidate

May be able to carry on

Goodwill

Destroyed
and value lost

Fetch a better price
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Just one critical sickness (leukaemia), took away all his life efforts.
He had no choice but to surrender the valuable dealership and sell
off his business at a value much below the market value. I strongly
believed some planned funding medium to support the transition
period, the outcome would have been much better. At the least, the
business value would have been a fair value instead of a forced
sale at far below the market value and the successor would have
had more time to manage the sudden crisis.
As commonly known, the predecessor plays a vital role in an
organization, especially in an SME or a family-owned business. The
demise or critical sickness of any key business owner (especially
the founder) will definitely affect the business operations especially
the profitability, credit worthiness, goodwill, etc. No doubt a wellreserve fund for the contingency, but the tendency of overlooking

to the 3Ds-People Risk by understanding the common needs
for Business Insurance Planning which is summarized:
In summary, we must all have a clear picture to
understand that the role of life insurance as funding is
vital in Business Continuation Planning. For family-owned
businesses in particular, it is a most practical instrument in
terms of costs and control to do the job (5% funding for the
100% solutions), to create a fund as capitalization of business
value for heirs and also recapture profit lost in some situations.
Let’s manage business operations in this new era with new
dimension, understand well the role of life insurance as a business
planning tool and also to enhance succession planning.

or never putting this planning on the business priority list always
is a common happening for many enterprises. It is fair to say that
their priority is to increase the business revenue with high profits
and to reduce the operational costs. How can this be possible
if they treat insurance premium as a cost (cash outflow) in their
business accounts and not to be capitalized as revenue!
I would like to strongly reiterate that since a company
prepares the funding for contingency purposes, don’t you think it is
a wise to enhance the reserve fund through insurance risk transfer

Sources:

Asian Academy of Management and Penerbit

Universiti Sains Malaysia, 2015 FAMILY BUSINESS

SUCCESSION PLANNING: UNLEASHING THE KEY
FACTORS OF BUSINESS PERFORMANCE.

Top 10 causes of death in Malaysia by Ministry of
Health, 2015
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established organization normally has a strong contingency or

concepts and not tax transfer by allocating some of the funds
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Economic and Financial Developments in 4Q 2017
Strong GDP growth of 5.9%
Continued expansion in domestic demand and across most economic sectors
Real GDP Growth
yoy, %
8
7
6
5
4
3
2

qoq sa, %
4

6.2

5.9

Private sector demand continued to be
the primary driver of growth

3
2

1.8
0.9
3Q 2017

External demand provided further
support to growth

1
0

4Q 2017

On the supply side, the manufacturing
and services sectors remained the key
drivers of growth

Annual Growth

Quarter-on-Quarter Growth, seasonally-adjusted

Both headline and core inflation moderated in 4Q 2017
Core inflation moderated to 2.3% in 4Q 2017
(3Q 2017: 2.4%)

Lower percentage of items that registered above
2% inflation

Headline and Core Inflation

Inflation Pervasiveness
Percentage of items, %

yoy, %

30

40
20
0
20
40
60
80

4.5
4.0
3.5
3.0

3.6

3.5

2.4

2.5
2.0
1.5

1Q 2017

2Q 2017

2.3

3Q 2017

Headline inflation

34

Inflation above 2%

32

Inflation at 2%
and below

3Q 2017

4Q 2017

4Q 2017

Above 2%

Core inflation

Between 0 to 1%

Between 1 to 2%
Below 0%

Financial system soundness preserved
Healthy asset quality observed in the banking
system

Businesses and households continued to have
access to financing

Banking System Asset Quality

Banking System Loan Disbursement to
Businesses and Households

%

%
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90

1.3

85

1.2

80

1.1

75

1.0

1Q

2Q

3Q
2016

4Q

1Q

Loan loss coverage ratio
Net impaired loans ratio (RHS)

2Q

3Q
2017

4Q

yoy, %

10
5
0
-5

-10

1Q

2Q

Businesses

Source: Department of Statistics, Malaysia and Bank Negara Malaysia unless stated otherwise
For more information, visit www.bnm.gov.my
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3Q

2016

4Q

1Q

Households

2Q
3Q
2017

4Q
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Box and Feature Articles
Affordable Housing: Challenges and the Way Forward

Challenges in Affordable Housing

Five Policy Solutions as Ways Forward

Affordable housing provision is
fragmented and uncoordinated
Centralisation of
Affordable Housing
Initiatives

Lack of an integrated housing database
and registry

!
High construction costs as one of the
barriers to supply

!

!!

1

Strengthening the
Rental Market

4

High household indebtedness coupled
with house price growth exceeding
household income growth
Rental market is currently still
underdeveloped given the insufficient
legal safeguards

2

5

Rehabilitating
the Balance Sheet of
Households

3

Establishing an
Integrated Housing
Database and an
Efficient Applicant
Registry

Reducing
Construction
Costs

31

Open Application Programming Interface (API): A Financial Revolution
An Open API strategy is viewed as a key lever to increase efficiency, broaden
access, promote greater innovation, and encourage competition in the financial
sector
Market competition
Fintech & financial
institution collaboration

Financial and
payments-related Open
APIs poised to grow
exponentially

Security & privacy
Third party credibility

Reservations on
Open API

Regulatory mandates

Threat of disintermediation

Tech readiness/Prohibitive cost

Moving Forward with Open APIs for 2018
PRIORITY

Establish Open
API
Implementation
Group

Develop
Open API
standards

Review
regulations/controls
over confidential
customer data

Source: Department of Statistics, Malaysia and Bank Negara Malaysia unless stated otherwise
For more information, visit www.bnm.gov.my
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Identify & consult
on priority use
cases

Roadmap for
publication of
priority Open
APIs

Mechanism to
secure
consent and
safeguard
customer’s data

FOURTH QUARTER 2017
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Upcoming Events

Upcoming Events 2018
NO.
1.

EVENTS
MFPC MANDATORY CPD PROGRAMME: CORPORATE
AND BUSINESS PRESENTATION SKILLS

SPEAKERS

DATE

Dr. Steven Khaw

26th April 2018

Dato’ Paduka Javern
Lim
2.

1-DAY WORKSHOP ON PROFESSIONALISM & ETHICS

Mr K Haridas

15 May 2018

Mr. Jimmy Ong
Dr. Hariyati Shahrima
Abdul Majid

3.

MFPC MANDATORY CPD PROGRAMME: FINANCIAL
PLANNING AS EFFECTIVE MARKETING TOOL

Mr. Tung Siak Leng

12th July 2018
2nd – 4th

4.

4TH MFPC NATIONAL FINANCIAL PLANNING
TOURNAMENT

November 2018.

N/A

EPF Learning
Campus, Bangi

5.

34

HRDF TRAIN-THE-TRAINER 2018

Ms.Rita Krishnan

2nd – 6th
December 2018

Activities 2018
NO.
1.

2.

3.

MFPC I Vol. 1 I 2018

4.

5.

6.

PRE SCHEDULED CLASSES

DATE

SRFP M3 (SHARIAH INVESTMENT PLANNING)

7th – 9th May

SRFP M3 (SHARIAH INVESTMENT PLANNING)

10th – 11th May

RFP CAPSTONE PROGRAMME PENANG

7th – 9th May

RFP CAPSTONE PROGRAMME PENANG

4th – 6th June

SHARIAH RFP CAPSTONE PROGRAMME

14th – 16th May

SHARIAH RFP CAPSTONE PROGRAMME

25th – 27th May

SRFP M7 (APPLICATIONS IN SHARIAH FINANCIAL PLANNING)

21st – 23rd May

SRFP M7 (APPLICATIONS IN SHARIAH FINANCIAL PLANNING)

4th – 6th June

RFP M7 (APPLICATIONS IN FINANCIAL PLANNING)

24th – 26th May

RFP M7 (APPLICATIONS IN FINANCIAL PLANNING)

21– 23th June

RFP CAPSTONE PROGRAMME

30th May – 1st June

RFP CAPSTONE PROGRAMME

18th June – 20th June

financial 1st

Q

As reported in an article on the International Adviser
website, a recent study revealed that 85% of young
people wish they had been taught more about
money management while they were at school.
When do you think education in financial planning
should begin and why?

Financial education should start as early as possible. A person as
young as a primary student should be taught the importance of
saving habit, and how he or she can spend the money wisely. A
simple example of teaching a primary student to achieve his shortterm financial goals, e.g. to have RM500 at the end of the year so
that he can buy his favourite bike, is to work out a financial plan
together with him, and let him realise that how he can easily achieve
it by following and monitoring his financial plan. In later years, he
can be taught the different types of financial instruments available in
the market and gradually move towards the other areas of financial

BEST STUDENT
Beh Choon Siong

32

Q

When you pursued Masters in Financial
Planning from Segi University, which subject
did you find the most challenging? How did
you manage the challenge?

planning. Different types of deposit accounts available in Malaysia
are something good to start with. With financial education at a young
age, I am confident that the young will become more financially
savvy when they grow up, and this will definitely help them better
manage their financial resources as adults.

Q

In what ways will this achievement of being the best
student affect your self-development and motivate
you to succeed in life?

I am very proud to be the best student because it recognises my
financial planning knowledge and capability to certain extent, and

I found the non-financial subjects such as those related

of course the hard work that I put in as well. This recognition will

to Entrepreneurship and Strategic Management most

definitely help me in certain ways such as the quality of my advice in

challenging, as these subjects are not directly related to

the eyes of my clients and others. The confidence that I gained from

financial planning. However, though it was challenging,

this recognition will motivate me to write for some financial journals,

picking up this area of knowledge as it broadened my horizon

if given a chance and if time allows. Furthermore, I also can take this

beyond financial planning, and equipped me with practical

recognition to be an example for my children and the people around

skills that will enable me to be a better financial practitioner

me as to how a busy working man like me could use my spare time

in times to come. This mindset has helped me to pass these

to work and yet be able to excel in my study.

subjects with distinction without many hurdles along the way.

Q

What role financial planning has played in
your personal life?

Financial planning plays a very important role in my personal
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life as I use it to organise and align all my financial matters into
the directions that I want them to be in the future. I began with
the end in mind in all the aspects of my financial planning.
I had all my financial goals set, and I then worked out the
master financial plan for my children’s education fund,
investment portfolio that suited my risk profile in order to
accumulate my retirement fund and etc. Doing so has given
me peace of mind as I know that as long as I follow the master
financial plan that I already have, I will reach the destinations
that I want. I can enjoy whatever is in excess of my planning
and really enjoy my life without many worries.

