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Editor’s Note
Dear Members
We have just completed the Chinese New
Year celebrations and this is our first issue for
2013. Our lead article for this issue features
an interview with En. Azman Hisham Che
Doi, Chief Executive Officer of the Securities
Industry Development Corporation (SIDC), the training arm of the
Securities Commission. Starting this issue we are pleased to have a
dedicated article from the SIDC for every issue of financial 1st.
By now, many of us would have broken our New Year resolutions.
Some of course may be fighting temptation to carry on with
intended plans for the year. Nevertheless, we must have set a
strategic direction for our finances for 2013. My sincere thanks
to Consumer Research and Resource Centre, FOMCA, for sharing
with us the findings of their study on the financial behaviours and
financial habits of young employed Malaysians. Interestingly, family
expenses came top on the list of their expenditure, indicating that
filial piety is very much alive in Malaysia.
Our county continues in its aspiration to build the largest
infrastructure project, the MRT. Despite the bleed of funds to
construct this massive project, we remain optimistic of a projected
growth forecast of about 5 % this year. However, our neighbour
Indonesia is a rising as a force to be reckoned with on their growth.
Last year their GDP was at 3.2, which was 2.3 times higher than the
global average growth.
Medical cost is rising to phenomenal heights. For some it could
be wise to top up on the medical coverage taken years ago. This
issue also carries an article on insurance planning for the impact of
medical inflation.
Then, never forget that life’s journey is unpredictable. Never, say
later when you know you must do it now for the sake of your loved
ones. The Estate Planning article in this issue touches on real life
cases in Malaysia. In fact, the writer of the article is the author of
the book, To Delay is Human But to Will is Divine”. So, don’t delay.
If you have not made a will, do it Now!
Till the next issue, enjoy this issue!
Editor-in-Chief
Sethu Karuppan
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Development of Human
Capital for the Capital
Market
EN. AZMAN HISHAM CHE DOI

CHIEF EXECUTIVE OFFICER
SECURITIES INDUSTRY DEVELOPMENT
CORPORATION (SIDC)

1. Q:

En. Azman, could you elaborate on the role of the SIDC to ensure competent individuals are trained to fulfil the needs
of the capital market?

The SECURITIES INDUSTRY DEVELOPMENT CORPORATION (SIDC)
is the training and development arm of the Securities Commission
Malaysia (SC). As the leading capital market education and training
provider in ASEAN, the SIDC has close to 20 years of experience
in the region offering a full range of programmes for capital
market participants. The organisation was corporatised in 2007
to provide capacity building training programmes for regulators,
market intermediaries, graduates and directors of public-listed

2. Q:

As the training arm of the SC, do you conduct any programmes for capital market regulators?

The regulators who oversee the functions and integrity of capital
markets are a very important category of market professionals the
SIDC reaches out to. On an international level, the SIDC has been
reaching out to regulators from all over the world through the SC’s
flagship Emerging Markets Programme (EMP) since 2001. The EMP
is the longest-standing and most well-known platform among new
and senior regulators from both developing and developed markets
to meet, network freely and exchange thoughts on common
concerns and issues that impact their markets.
Since its launch, the EMP has benefited over 550 participants
from regulatory bodies of more than 60 countries. Every year, the
SIDC invites senior experts from the SC and regulatory authorities
worldwide to shed light on the latest market developments,
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companies, in order to support the SC and Bursa Malaysia in the
talent development of the Malaysian capital market. SIDC’s training
programmes have garnered 80,000 participations to date. The
organisation is also tasked to provide various investor education
programmes for market participants. In carrying out its mandate,
the SIDC is appreciative of the strong support from the SC, the
Capital Market Development Fund and the industry.
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regulatory policies and issues as well as challenges, along with
possible approaches for regulator-to-regulator collaboration to
promote regulatory networking, cooperation and market integrity.
As a reflection of its relevance, the programme, which is supported
by the Malaysian Technical Cooperation Programme as part of the
Malaysian government’s commitment to promoting South-South
relations, has consistently enjoyed high participant ratings.
On top of that, the SIDC also develops and delivers capacity
building programmes for the Australian Treasury for capital market
regulators of APEC and East Asia Summit (EAS) member countries
such as Cambodia, Indonesia, Lao PDR, Indonesia, Philippines
and Thailand, with the objective of strengthening regulators’
competencies, networking and cooperation.

f ina n ci a l 1 st
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3. Q:

Could you tell us more about SIDC’s involvement in the professional development of market intermediaries?

As a leading provider of capital market training, what makes SIDC’s
work exciting is getting ahead of the rapid changes to meet the
training needs of market practitioners, and successfully coming
up with fit-for-purpose programmes that the industry requires in a
timely manner. For example, two months after the Prime Minister
announced the fast track scheme for dual licensing in April 2011, the
SIDC introduced the intensive Dual Licensing Fast Track Programme
in collaboration with Bursa Malaysia and in consultation with the
SC and industry, to facilitate capital market services representatives
licence holders in achieving dual licence status for dealing in
securities and trading in futures contracts.
More recently, the SIDC conducted the Private Retirement Scheme
(PRS) Train-the-Trainer workshops for trainers working with
providers of the new PRS industry launched in July 2012 so that they
can implement PRS training programmes in their organisations. To
facilitate the SC’s introduction of two new categories of Registered
Representatives (RRs) in the stockbroking industry in October 2012,
namely the Trading Representative and Introducing Representative,
the SIDC also rolled out programmes to ensure these intermediaries
are equipped with the knowledge and competencies to carry out
their work.
SIDC’s involvement in the professional development of market
intermediaries is comprehensive and end-to-end. Working closely
with the SC to establish competency standards for the capital
market industry, the SIDC runs the whole gamut from developing,
conducting and administering the SC Licensing Examinations to
managing continuing education programmes to enhance their
professional skills and calibre. This structured and progressive
development framework for intermediaries allows the organisation

4. Q:

Those who want to start a career as an intermediary in the capital
market will be required to pass the SC Licensing Examinations as one
of the requirements. In the last two years, the SIDC conducted over
650 examination sessions for a total of 14,000 fresh and repeating
candidates as well as candidates taking multiple papers. The SIDC
also offers exam preparatory courses taught by subject matter
experts that encompass practice, revision and review sessions to
help candidates prepare for their papers.
As for licensed intermediaries, they must undergo the mandatory
Continuing Professional Education (CPE) programme, comprising
training courses that emphasise continuous learning and upskilling
to ensure the long-term quality of market professionals. The SIDC
serves the role of the CPE Secretariat to administer and manage
the CPE framework for the development of market intermediaries.
The Industry Transformation Initiative (ITI) is another major
SIDC training programme for intermediaries, covering core skills
enhancement as well as expert skills development to move
participants to advanced levels of professionalism over time. Its
curriculum integrates technical and interpersonal competencies,
and is delivered through case studies, action-based learning and a
variety of simulation exercises. The flexibility offered by its modular
curriculum means the programme can benefit and meet the needs
of intermediaries with varied professional skills, experience and
competency levels. Hence, close to 72,000 ITI course participations
have been recorded since the programme’s launch in 2007, attesting
to the significant role it plays in the industry’s talent development
drive.

What sort of initiatives does the SIDC undertake to develop your other target groups, i.e. graduates and
company directors?

In terms of graduate development, the SIDC was entrusted by the SC
in 2009 to design and implement two training initiatives under the SC
Executive Enhancement and Development (SEED) programme, with
the objective of growing the Malaysian capital market talent pool.
These are the Graduate Development Programme (GDP) and the
Islamic Capital Market Graduate Training Scheme (ICMGTS). Both
are multi-modal programmes encompassing essential technical and
soft skills to enhance the employability of fresh graduates.
The GDP was successfully completed in 2011, producing 187 workready graduates to boost the Malaysian capital market talent
pipeline. The ongoing ICMGTS, too, has met highly positive results,
with over 280 participants successfully completing training as
entry-level professionals to date, equipped with good fundamental
knowledge of the Islamic capital market.
The eight-week ICMGTS is offered twice a year at the SC and is open
to all Malaysian citizens aged 30 and below who meet the academic

fi nan c ial 1 s t

to provide training opportunities for all levels of market
professionals.

requirements. The programme is designed to transform graduates
into well-rounded entry professionals while providing a thorough
overview of the Islamic capital market that can be readily applied
in the real world. A major advantage of participating in SIDC’s
graduate development programmes is the support offered by the
SIDC in sourcing career opportunities for its participants through
its established ties with the industry. Since its inception, over 90%
of all ICMGTS graduates have been employed by the capital market
industry.
ICMGTS candidates are required to undergo a rigorous assessment
process before being accepted into the programme. Recognising
their talent and future contribution to the capital market, the SIDC
offers the programme to successful candidates free of charge.
In addition, each participant receives a monthly allowance of
RM2,000 while in training. The next ICMGTS intake will be underway
soon and interested applicants can visit the SIDC website for more
information.
February 2013 |

5

exc lus iv e int e r vi ew | development of human capital for the capital market

4.

continue from page 5

In the area of developing senior management and directors,
the SIDC and the International Institute of Management (IMD),
Lausanne, Switzerland, the leading executive education business
school jointly develop and deliver the Advanced Business
Management Programme (ABMP), which is an annual SC flagship
programme targeted at senior bankers, senior management of
market intermediaries, public-listed companies, government-linked
companies, government-linked investment companies as well as
regulators. The programme is a definitive platform for industry
players to share knowledge and experience, discuss hands-on
issues and identify practical solutions. Participants have given high

5. Q:

Finally, in accordance with the strategic “Growth with Governance”
thrust in the Capital Market Masterplan 2 (CMP2) as well as the
significance of the Corporate Governance Blueprint and the
new Malaysian Code on Corporate Governance issued in March
2012, the SIDC provides training programmes for directors and
management of Malaysian public-listed companies to raise the
standard of corporate governance in the Malaysian capital market.

According to PwC’s 15th Annual Global Survey, talent shortages have had a strategic impact on financial services firms.
These talent shortages are holding back and even derailing growth plans. The survey further states that these talent
shortages and their consequences are set to increase. What are SIDC’s concrete plans to address this critical issue?

Interestingly, in early 2012, the SIDC also conducted a nationwide
industry survey to gain insights into the local capital market
industry’s specific human capital requirements and related
resourcing issues. The Capital Market Talent Requirement Survey
(CMTS) was aimed at assessing the capital market industry’s human
resources requirements in the period 2012-2014. A total of 235
organisations comprising securities and futures brokers, investment
advisory firms, fund management companies, unit trust companies,
financial planners, etc. were invited to participate and share their
views.
The survey findings confirmed that continuous development and
expansion of the industry’s talent pipeline is necessary to produce
qualified manpower that are able to serve a maturing and rapidly
growing industry. From the responses, an estimated 14,000 new
staff are required for the capital market industry between 2012 and
2014. Again, the SIDC recognises this estimate is subject to market
conditions.
The survey results have reflected the significant areas that need to
be addressed in training and development where two key findings
hold particular relevance to the SIDC. The first is that in careerbuilding, capital market employees can no longer merely focus
on technical competencies at the expense of soft skills. Second,
communication skills and critical thinking skills were identified as the
main requisite skills lacking in fresh graduates. As I have mentioned,
since 2009, the SIDC has been advocating a multi-modal approach
through the Graduate Development Programme (GDP) and Islamic
Capital Market Graduate Training Scheme (ICMGTS), emphasising
both technical knowledge and soft-skill acquisition to produce wellrounded and work-ready graduates. The CMTS findings support this
approach and the success of the programmes further show that the
SIDC is on the right track as far as fulfilling industry needs.
Participants of SIDC’s graduate development programmes also
have the opportunity to take the SC’s Licensing Examinations to
further increase their marketability in areas that require licensed
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commendations of the ABMP year after year for its incisive leadingedge thinking in strategy, innovation, transformation, corporate
governance and finance, and the top-notch delivery by IMD’s
renowned faculty.
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professionals. According to the CMTS, the industry requires an
additional 4,900 licensed representatives between 2012 and 2014.
Also, the highest demand for new staff in the capital market comes
from the securities dealing segment, which is projected to need
close to 5,000 new hires. In addition, the corporate finance advisory
and fund management segments both require around 2,500 new
staff each in the same period. Thus, SIDC’s programmes not only
enhance graduates’ career opportunities but also help to meet
industry demand for qualified talent.
Another major thrust by the SIDC to address the thriving demand
for trained entry-level capital market employees is to take its talent
development efforts directly to local institutions of higher learning.
In March 2012, the SIDC signed an MOU for a collaborative capacity
building talent development initiative with Universiti Teknologi
MARA (UiTM). The organisation is now working with the university
to design an industrial syllabus that can be seamlessly integrated
into their relevant degree programmes, paving the way for UiTM
students to gain invaluable capital market knowledge and workrelevant skills that enhance their employability as new entrants to
the industry. SIDC’s support will also extend to the lecturers and
students through career opportunity awareness initiatives, industry
talks, industrial visits, licensing examinations and others.
The collaboration with UiTM is a new milestone for the SIDC, and the
first major step towards the establishment of stronger links between
the industry and academia to meet the talent requirements of the
capital market, although in the past, the SIDC has worked with
institutions such as the University of Malaya, Universiti Kebangsaan
Malaysia, Multimedia University, and Unversiti Tenaga Nasional
where the focus was only on the adoption of the syllabus of
selected SC Licensing Examinations modules in their courses. This
time around, however, the collaboration is more comprehensive
and substantive to meet the industry’s talent requirements.
As outlined in the Capital Market Masterplan 2 (CMP2), the
expansion of the capital market into high value-add areas and
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5.

continue from page 6

the introduction of innovative processes call for competencies in
specialised areas and an even deeper knowledge base among its
workforce. This is where close linkages between industry, academia
and the public sector become increasingly crucial. More of such
collaborations can be expected in the future between the SIDC and
other higher learning institutions that fulfil the prerequisites.
To build capacity and sustainability in this area, the SIDC is
complementing the introduction of the capital market syllabus
into universities’ curricula with other related activities such

6. Q:

as the Capital Market Awareness Programme, a series of
seminars conducted at higher learning institutions to increase
undergraduates’ understanding of the capital market framework
and career opportunities available. This awareness programme
aims to reach out to 5,000 undergraduates annually. As capacity
is reached through more collaborations with universities, joint
campus recruitment drives with industry players can be held to tap
fresh talent that are keen to join the capital market industry, and
best of all, are work-ready.

Islamic finance has been enjoying high growth in the last decade and with this comes unabated demand for qualified
and competent talent. How does the SIDC support the talent development needs in this area?

In the last decade, Islamic finance has enjoyed an estimated global
growth of 15% per annum, successful integration into mainstream
global financial markets and worldwide acceptance. Amidst this,
Malaysia, as the world’s leading sukuk issuer, is widely recognised
as an Islamic finance success story, innovative in offering a broad
selection of sophisticated Islamic products and attracting global
investment through its best-practice infrastructure and regulatory
framework. Additionally, Malaysia has earned a prominent
reputation for its strong emphasis on Islamic human capital
development and its ability to produce a large world-class talent
pool of Shariah advisors and experts, Islamic product specialists,
regulators, intermediaries and more, to power the continuous
growth of Islamic finance in the country.
Specifically, to maintain a deep industry talent pool for the Islamic
capital market, the SIDC has developed fit-for-purpose professional
education programmes to cater to participants of different levels
and job scopes. At the entry level, the SIDC runs the previouslymentioned Islamic Capital Market Graduate Training Scheme
(ICMGTS) to train fresh entrants for the local Islamic capital market.
Here, subject matter experts who comprise academicians and
industry practitioners deliver industry-relevant knowledge and
quality instruction to help participants gain invaluable skills to
fast-track their careers. The programme’s focus on experiential,
hands-on learning based on the real-life experiences of the trainers
themselves is particularly valued by the participants.

For the more experienced and senior Islamic capital market
professionals, including regulators, the SIDC organises the Islamic
Markets Programme (IMP). Accredited by the Malaysian Technical
Cooperation Programme, this is another annual flagship programme
of the SC. The IMP covers an extensive array of topics ranging from
Shariah fundamentals, underlying concepts and mechanics of
Islamic finance and global Islamic capital market developments to
regulatory and current issues in the Islamic finance industry. It is
an excellent personal development and networking platform for
regulators, bankers, senior managers, staff of government bodies,
fund managers and academicians. IMP speakers are leading ICM
experts from the SC and international industry practitioners. The
IMP has received nearly 300 participants since its launch in 2006
and has been consistently rated
highly by attendees for its
quality and substance.
With
the
growing
significance of the Islamic
capital market, the SIDC
will continue to be in the
forefront of developing
talent to serve the
growing needs of this
industry.

To serve the professional development of intermediaries in the
Islamic capital market industry, the SIDC worked closely with the
SC to launch the Shariah Advisor Programme (i-Advisor) in 2011,
providing continuous learning for Shariah advisors and practitioners
in Islamic finance, especially in the areas of accounting, finance and
law. This programme has been exclusively developed to integrate
the theoretical and practical aspects of industry knowledge from a
local and global perspective. It aims to help participants to generate
innovative solutions relating to key issues and challenges in the
Islamic capital market. The advantage of i-Advisor is its modular
structure that gives participants the flexibility to enrol for any of the
six modules relevant or of interest to them without any prerequisite.
fi nan c ial 1 s t
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7. Q:

Despite the various initiatives undertaken on educating Malaysian investors, many still succumb to schemes that are too
good to be true. How is the SIDC approaching this?

Investor Education (IE) works on the basis of “prevention is better
than cure”, and if we take a big picture perspective on this, we
can say that despite the many who have fallen victims to such
schemes, there would have been even more who have been
“saved” from being cheated through precautionary IE and financial
literacy efforts. The other thing I would like to stress is that while
education and knowledge promotes rational thinking and action,
every individual’s response or reaction to temptation, risk-taking,
restraint and so forth is different. So at the end of the day, successful
protection against these schemes is very much a self-effort, where
IE serves as an aid to facilitate informed decision-making.

suit their needs and profiles. Throughout the year, the SIDC runs
various outreach seminars, workshops and interactive activities
for school, college and university students, white and blue collar
workers, women, rural communities, potential and seasoned
individual investors, as well as institutional investors. Further, the
SIDC is constantly innovating, not only refreshing the content of
its programmes to remain relevant, but also finding new ways and
means to interest its audiences – for example, to be in step with the
lifestyle habits of the younger generations, the proportion of SIDC’s
initiatives, campaigns and activities conducted online and social
network channels is growing exponentially.

IE has to be a continuous and sustained effort, not only because
investment products are getting increasingly sophisticated, but also
because new scams, fraudulent activities and illegal investment
schemes are mushrooming all the time and are getting more and
more creative in baiting their victims.

As a reflection of the effectiveness of SIDC’s IE initiatives, an impact
survey conducted on the participants of the Be Money Wise
(B.M.W.) seminars for parents, rural folks, blue collar workers and
women revealed that 87% of the respondents were more aware
when considering an investment, and were able to differentiate
between legal and illegal investment schemes after attending the
seminars; 88% of the respondents were applying the knowledge
from the programme to manage their money; and finally, a
significant 95% of the respondents said they would keep attending
B.M.W. seminars and encourage others to do so.

As the training arm of the SC, the SIDC is directly and actively involved
in conducting capital market-related IE programmes for all levels of
society nationwide. Since the SIDC started its IE initiatives in 2007,
it has managed to reach out to 220,000 participants from all walks
of life through its face-to-face interactions. Through other modes
of communication, the SIDC reaches out to a far wider audience.
For instance, the SIDC-managed Malaysian Investor website,
www.min.com.my, which serves a main point of reference for the
investing public, received 8.9 million hits in 2012, while 400,000 IE
leaflets were distributed nationwide during the year.
The SIDC has a multi-pronged IE approach. For one thing,
schoolchildren are one of SIDC’s largest target segments because
it believes awareness, prudent financial management and sound
investment practices are best inculcated at a young age. The
organisation reaches out to primary and secondary students
through the popular and well-received Kids & Cash and Teens &
Cash programmes, which are conducted at schools throughout the
country.
To increase scalability, two years ago, the SIDC started a Train-theTeacher (TTT) initiative to train schoolteachers in conducting Kids
& Cash or Teens & Cash for students in their respective schools. To
date, close to 300 schoolteachers have been successfully trained
for this purpose. Realistically, the SIDC is projecting each trained
teacher to be able to reach out to 100 new students a year. That
would mean 30,000 schoolchildren a year can benefit from the
programmes through the multiplying effect of the TTT initiative. As
there are plans to continue training more teachers in the coming
years, SIDC’s IE reach in schools will increase in significance and
sustainability in the foreseeable future.
Second, to widen SIDC’s audience reach, different segments of
society are targeted with IE programmes tailor-made especially to
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Lastly, scalability is a key requisite in SIDC’s IE programmes. Every
programme rolled out comes with aggressive targets to meet in
terms of participant reach. In short, not only does the SIDC require
its programmes to be effective, the knowledge must also be gained
by as many people as possible. Currently, the SIDC is carrying
out the Kempen Pelabur Bijak Kebangsaan (KPBK), a 6-month
nationwide SC initiative to educate retail investors on wise investing
in the capital market. Launched in October 2012, the campaign is
targeted to reach 1.5 million new and potential investors through
roadshows and seminars, TV and radio programmes, newspaper
articles, leaflets and the electronic media including websites and
social media channels.
The main feature of the campaign is the public KPBK seminars
being conducted in major cities in peninsular Malaysia as well as
Sabah and Sarawak. The seminars feature various informative and
interactive activities such as exhibitions, investors’ clinics, games
and quizzes and are expected to benefit 40,000 participants.
Participants will be able to obtain information directly from SC
and SIDC representatives to enhance their investing skills and
capital market knowledge. Attendees will also find an accessible
and convenient platform to check the legal status of an investment
scheme, lodge a complaint, obtain guidance on how to invest wisely
and learn their rights and responsibilities as investors. Response
from the public has been positive so far and moving forward, the
SIDC sees large-scale IE campaigns such as the KPBK as a step in the
right direction for the protection of Malaysian investors.
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Private Retirement Scheme
Familiarization Program
Date: 29 & 30 May 2013
Venue: MFPC Secretariat, Menara 1Mk
Fee: RM280 (Non-MFPC Members)
RM200 (MFPC Members)
(inclusive of tea-breaks, lunch & materials)

Introduction

11 CPD
by MFPC/
FIMM
& 10 CPE
by SIDC

This is an EXCLUSIVE INVITATION to all RFP designees to attend the PRS Familiarization Program. Once
attended the PRS Familiarization Program, you are allowed to register with FIMM as PRS Consultant
without taking PRS examination. Should you fail to attend this program by 30 June 2013, you are
REQUIRED TO SIT AND PASS THE PRS EXAMINATION to become a qualified PRS Consultant.

Objectives
Participants will be able to:
. Identify the objectives and benefits of the PRS

. Distinguish the types of funds within the PRS

. Describe the PRS regulatory framework and its components

. Describe the key features of the PRS

. Explain the roles and responsibilities of PRS providers

. Assess PRS investments
. Define the role of PRS distributors, advisers
and private pension adminitrators

Speaker’s Profile
Speaker: Alan Tay
He has over 15 years of experience in direct and collective investment. He started his career with a local stockbroker
and is currently attached with one of Malaysia leading Fund Management Company. He holds a Bachelor in Business
Administration (BBA); and Certified PRS Trainer.

Speaker: Javern Lim
He is the founder of VKA Wealth Planners, and has more than 20 years of experience in the field of financial services and
agency management. He is a qualified and licensed Financial Planner by Securities Commission Malaysia and Bank
Negara Malaysia. A Registered Financial Planner (RFP) and Shariah Registered Financial Planner (Shariah RFP) by
Malaysian Financial Planning Council (MFPC), he also holds an MBA from Rutherford University of Wyoming, USA.

a m om e nt wit h | MFPC president

“Happy New Year and Gong Xi Fai
Cai. We have just celebrated with
much fanfare and are all set for
the Year of the Snake. The Council
looks forward to carrying out
events and activities planned out
for the year 2013.”

Recognition Ceremony of MFPC Corporate Members
One of our events in November 2012 was a recognition ceremony
for our corporate members. We have to date some 50 corporate
members and as the Chairman of the Membership Committee aptly

put it, we thank them for joining us in our inception days as we
took baby steps and now count on their support as we grow into
adolescence. Our appreciation to all our corporate members!

Quarterly CPD Programme
This year we will have one CPD programme every quarter. This is part of our effort to make
available suitable CPD programmes for our members to help them fulfil the Continuing
Professional Development (CPD) credit hours for professional practice in the financial
industry.
The topics for the CPD programmes will be timely to meet the changes and
developments in the industry. We have also put in place new CPD fee guidelines
for corporate companies as a crucial step to sustain our operations. At the same
time, the MFPC has initiated working together with FPAM (Financial Planning
Association of Malaysia) and MFPAA (Malaysian Financial Planners and Advisers
Association) whereby the three organizations dealing with Financial Planning in
Malaysia jointly organize some events. This is our effort to ensure that the purpose
of nation building will be achieved.
At this juncture, it is also important to mention that the Association of Financial
Advisers (AFA) was officially launched in October 2012. AFA is also one of the
corporate members of the MFPC, and we envisage a close working relationship
with the AFA to better profile the financial planning profession in Malaysia.
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Disseminating the Importance of Financial Planning
through Radio Talkshows and Interviews
Further, we have embarked on disseminating Financial Planning
knowledge through radio talkshows and interviews. These sessions
are conducted by subject area experts for the benefit of the public.

This is part of our CSR project that we hope will have an impact on
helping the public manage their finances.

PRS Familiarisation Programme
This is an exclusive pathway for all RFP designees. Those who attend
the PRS Familiarisation Programme will be able to register with
the Federation of Investment Managers Malaysia (FIMM) as PRS
consultants without taking the PRS examination. We had our first

successful programme on 29 and 30 January 2013, with two more
intakes planned for 2013. If you missed the January programme, do
register promptly for the March programme.

5th MFPC Graduation
We will have our 5th Graduation Ceremony with approximately
360 graduates. We continue to enforce our entry requirements and
ensure that the RFP trademark is highly sought after. In view of this,
we continue to enforce stringent passing grades for the benefit of
the industry at large.
Nonetheless, the MFPC Examination Board is also serious in
recognizing outstanding performers in the RFP and Shariah RFP
Examinations. Effective 1 February 2013, a Distinction Grade will
be awarded to students who have scored 80% and above in the
examinations.

National Financial Planning
Quiz Tournament 2013
The Council has also embarked on a National Financial Planning
Quiz Tournament scheduled for July 2013. This will involve 16-20
universities and institutes of higher learning. Our event venue for
this tournament will be Universiti Utara Malaysia (UUM).

Best Wishes from MFPC
While it is forecast that 2013 will be full of uncertainty due to macro
factors, fear of a fiscal cliff in the US, the slowing down of the Chinese
economy and the continuous high unemployment in Europe, we remain
steadfast in our aspirations for the Council. Do connect with us and
please send us your suggestions on MFPC’s Facebook page or email to
mfpc@mfpc.org.my. We would like to hear from you.
I look forward to your active participation in our upcoming events.
Thank you.
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Money Management
and Using Takaful to
Protect Wealth
azim mithani

ceo, prudential takaful sdn. bhd.

W

hen it comes to money management, knowledge is power.
Managing your money well allows you to build wealth and
protect your capital, which ultimately lets you achieve or maintain
your desired lifestyle. You are managing your money well when the
money you invest or spend yields the most value according to your
current and future standard of living. As such, with any good money
management skills, it is important for you to invest and save for
things that would be able to both grow and protect your wealth.
Protection of wealth is an important aspect of growing your
wealth. It allows you to be fully secure about the future enabling
you to make intelligent investments for you and your family. It
also ensures that should the unfortunate happen, your family will
not be financially disadvantaged or unable
to support
themselves. When thinking about the
protection of wealth, what better
way to safeguard it than using
Takaful?
Takaful is an Islamic form of insurance founded
on cooperative principles which comply
to Shariah (Islamic law)and prohibit
riba (interest), gharar (uncertainty)
and masir (gambling). This model is
based on solidarity, shared responsibility
and brotherhood among Takaful participants. In a Takaful setting,
participants agree to work together and be mutually responsible
to help each other financially should a member suffer
a loss as defined specifically in their Takaful
contract. This shared responsibility is attained
through a tabbarru’ (donation) fund pooled
among the participants. This fund allows
financial compensation outflows to a participant
suffering from a financial loss. The principle of
Takaful also separates the funds and operations
of shareholders, which puts direct ownership to the
policyholders.

TAKAFUL FOR THE PROTECTION OF WEALTH
Building wealth is important but what is just as important is the
protection of wealth. While you cannot predict the future, there
are ways you can plan ahead to guard your wealth from eroding
due to unpredictable changes in life. Unfortunate as it may be,
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many people lose their prized assets, are forced into selling their
homes, bottoming out their savings account and maxing out their
credit cards simply because they were not more prepared for
unforeseen circumstances. Takaful plays a big role here as it helps
protect your wealth by insuring you against many unforeseen risks
and circumstances in various aspects of your life, at different stages
of your life. Some of the types of Takaful that can be used to protect
your wealth include Life Takaful, Health Takaful, Home
and Mortgage Takaful and also Investment-Linked
Takaful to plan for education and retirement.
Life Takaful plays a crucial role in ensuring that your
estate
both preserves and grows after your
death. The tax-free proceeds
from your Life Takaful can be
used by your family to pay off
your debts and address any
other financial liabilities you
may have, including outstanding
taxes. Additionally most Life Takaful
also make provisions to pay for funeral
expenses, saving your family from unexpected
expenditures. All these allow your estate to be
left in its original state so that your beneficiaries
can enjoy it as you intended them to. Additionally,
if your financial liabilities are low, the outflow from
the Life Takaful benefits would similarly be little,
allowing your estate to grow even further
for your beneficiaries.
Perhaps the most unfortunate
circumstance that can put a
risk your wealth protection is
sudden illnesses and injuries.
We all accumulate savings to buy
a house, a car or even save for our
children’s university education but hardly
anyone saves for a hip replacement surgery or a heart
attack. The current global medical inflation averages at 10% a year,
while medical inflation in Malaysia is at 15% a year, far outpacing
the general inflation rate of the country forecasted at 2-3% for
2012. That means that a trip to the emergency room which cost
you RM1,000 5 years ago will more than double, setting you back
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at least RM2,000 today. The simple truth is rising medical costs can
wipe out all your savings with just one major medical incident.
The fact is most people don’t realize until it is too late that high
medical expenses can quickly drain your savings and may even, in
the worst case, get you into a downward spiral of debt. This is where
Health Takaful comes in as an important and affordable protection
plan to shield you and your family against any sudden illnesses or
injuries. This form of Takaful would be able to protect your wealth,
as most medical expenses incurred by you will be reimbursed by
the Takaful plan, allowing you and your family to sustain your
current lifestyles without worrying about any financial problems.
Takaful Health plans also make provisions to support you in case of
loss of income or total permanent disability from a serious illness or
injuries, letting you receive a steady stream of income to help you
and your family get on with life. To ensure more people realize the
benefits of having Health Takaful, some innovative providers offer
no claim bonuses to reward you for being in good health.
Buying a house is perhaps the largest investment most of us make in
our lives and the majority of us will have a mortgage secured against
it. When buying a new house many of us do not think about getting
our home insured. This mainly stems from believing
that as it is not legally required, we don’t need it.
However, like many unforeseen circumstances
in life, one unfortunate incident can entirely
destroy your home but still leaving you with
that dreaded mortgage. To protect your
wealth and your home, Takaful protection
plans for homes can secure your house
and its belongings against
natural
disasters,
theft and robbery
and many other
accidents, including
a burst pipe or water
tank. Many reputable
Takaful providers also offer
to pay for alternative accommodation
should your home be rendered uninhabitable. Along with this,
some home Takaful solutions offer mortgage protection in the
event of death or disability, allowing you or your dependents to
continue living without having to worry about loan repayments on
the home should the breadwinner no longer be around or be able
to work.

INVESTMENT-LINKED PLANS – PLAN FOR
RETIREMENT AND YOUR CHILD’S EDUCATION
Many Takaful protection plans are combined with a savings element
that allows you to invest into a number of investment funds such as
equity funds or sukuk funds. Hence, these investment-linked plans
not only offer protection but also allow you to grow your wealth.
Like many investments, investment-linked Takaful plans give
you the freedom to invest based on your risk appetite, financial
objectives and the length of time you are willing to invest. They also
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allow you the freedom to choose the type and amount of Takaful
protection you need to cater to your life stages and financial needs.
These Takaful investment-linked plans especially come in handy
when you’re thinking about goal-based saving such as retirement
or your children’s education.
Perhaps one of the most important ways to protect your wealth
is planning for retirement. As you grow older, you need to start
thinking about medical costs and ways to sustain your lifestyle
after retirement. Although you may have forced savings via the
Employees Provident Fund, that is not likely be enough. In a study
commissioned by the Employees Provident Fund (EPF), it was
revealed that an alarming 70% of contributors who withdrew all
their retirement savings at the age of 55 exhausted their funds
within just a few years resulting in many years post retirement
without any income which could result in having to depend on
family. What most people fail to realize is the impact that inflation
has on your money, as money now is worth more than money
later. When it comes to savings and inflation, every retiree should
understand the basic fact that if annual inflation is 3% on average,
in just 10 years a retiree will need to withdraw 30% more money,
from their nest egg to purchase the same goods and services. The
best way to protect your wealth and simultaneously prepare for
retirement is to look for Investment-Linked Takaful which would not
only help you build your savings, but will also help you protect
your family’s wealth in the event of an unfortunate event.
Financing your child’s education is one of the most
important investments you will
make towards their future.
However, with the
average cost of
education rising
at 4-6% annually,
saving for their
education may be a
daunting task. Takaful plans
geared towards education
offer many unique benefits to both the
parent and the child. These plans are often tied to investments so
that you not only get to save for your children’s future education
but also provide them the medical and life Takaful protection they
need. Some even offer bonuses when your child does well in their
major exams during their tertiary education. Generally, Takaful
plans that cater for education mature when your child is 18 or 25
years of age, and the funds from the account can be withdrawn
fully upon maturity. This really allows you to prepare for the rising
cost of education globally and ensures that you have enough funds
to allow your child to live their dreams.
Life is changing and is ever uncertain; as such, it is always important
for you to be prepared for any and every challenge it may bring.
Investing in Takaful protection and investment plans can help you
get the protection you and your family need while helping you
secure your future and safeguard your wealth. It is never too late
to start a good thing. For more information on how you can protect
your wealth log on to http://www.prubsn.com.my.
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Selecting the Right
Unit Trust Fund for You

U

nit trust funds have become a popular investment option
among low to medium risk investors in recent years due to its
easy-to-understand and basic nature, as well as ability to generate
good returns. In response to this popularity, more and more types
of funds are now being made available in the market. How would
you, as an investor, choose a unit trust fund that is right for you?

STEP: 1

Assess Your
Financial Position

First, determine your financial position by taking into
consideration your cash inflow and outflow. Similar to running
a business, prepare your own financial statements to know
where your money comes from and what your expenses are.
Designate essential expenditures and fixed obligations such as
loan payments, children’s education fees and insurance premium

STEP: 2
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payments. From here, we will basically know the amount of
excess money we have for short- and long-term purposes. Money
set aside for short-term use, e.g. for emergencies, should be kept
as liquid as possible while money set aside for longer term use
can be considered for various investment alternatives.

Set Your Investment
Objectives

Now that you have set aside money for various investment
alternatives, it is time to assess your investment objectives. Set
an appropriate investment time
frame and risk and return profile
along with your investment
objectives.
This
is
very
important as it will also help
determine the criteria for the
type of investment that is most
suitable for you. In general, a
longer time horizon will be able
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In this article, we will discuss the investment selection process
for unit trust funds. After reading this article, you will be able to
identify the steps involved in the investment selection process
and make informed decisions in selecting the right fund to meet
your needs.

to tolerate higher risk and a higher expectation of returns while
a shorter time horizon usually focuses more on low risk and high
liquidity, and thus, a lower expectation of returns.
For example, if the investment objective is to plan for your child’s
education, say more than ten years from now, you may be able to
look into the investments focusing more on capital appreciation
with a higher risk tolerance limit. On the other hand, if your
investment objective is to produce consistent income, then the
investment should be one with lower risk, such as the fixed
income securities sector.
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STEP: 3

Selecting the Fund

With your investment objectives in mind, you can now select the
appropriate fund type and sector to invest in. Even though one
of the main reasons the unit trust funds have become so popular
is it offers the option of investing in more sophisticated financial

assets without the hassle of having to personally manage the
portfolio, it never hurts to do your homework first. To identify
the right fund for you, do pay particular attention to the:

Fund’s prospectus

Fund’s past performance

This is the most important document to read before committing
yourself to any fund. This is where you can find out the fund’s
investment objectives, investment strategy, and risk factors
which you should then match against yours. It will also give you
information on who the fund managers are and how the fund
is managed. If the fund portfolio is being actively managed,
you can expect a higher portfolio turnover, which will translate
into higher transaction fees. In addition, the investor profile
will tell you the characteristics of the investors of this fund.

We can compare the past performance of a fund with certain
benchmark indices or its peers in the same sector and same
time frame to get a general idea of how it would perform.
From the historical performance of a fund, take note of how
it weathered through different types of market environments,
especially in periods of market fluctuations. Usually a fund that
survives for a longer time period is more stable than a new
fund. However, do bear in mind that past performances should
not be relied upon as the only indicator for future performance.

Fund’s fees and charges
Since unit trust funds are professionally managed, you will
need to pay management fees, along with other operating
expenses and transaction costs. This can be a deciding factor
when comparing similar funds.

CONCLUSION
This financial management and investment article is one of SIDC’s ongoing efforts to create wellinformed and savvy investors in the capital market. In addition, the SIDC reaches out to the general public
to raise awareness on smart investing and money management through investor education seminars
and workshops targeted at various segments of the community, such as schoolchildren, university
students, parents, women as well as white and blue collar workers. Currently, we are conducting FREE
“Kempen Pelabur Bijak Kebangsaan 2012-2013 (KPBK)” seminars across Malaysia. If you would like to
register for a KPBK seminar, log on to www.min.com.my, call 03-62048889 or visit our Facebook page at
www.facebook.com/PelaburMalaysia.
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Fairly Unfair
peter lee

Associate Estate Planning
PraCtitioner (AEPP)

W

hen it comes to the distribution of
their estate, it is common for couples
with children to ask whether they are being
fair to their children when it comes to
deciding on the distribution of their estate.
Trying to figure out the answer can be
difficult because it really depends on the
parents’ relationship with their children.
That’s one reason why they often delay
their plans concerning the distribution of
their estate. My observation has been that
the love, affection and attention given by
parents to their children tend to be evenly
spread when their children are still minors.
But the relationship between the parents
and their children begins to change as their
children grow up. In this situation, families
can be in various circumstances. One
common situation is where all the children
are physically and mentally normal but
with their own unique characters. Some
may be obedient while others rebellious.
This may create the situation in a family
where parents tend to communicate better
with the obedient child than the rebellious
one. But when the children get married,
the communication and relationship may
change again depending on whom their
children are married to. Since
change is constant, it is no
surprise
that the
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decision of the parents regarding their
estate distribution will also change.
The second situation could be the family
having children who are normal but
with one or two who may be mentally or
physically disabled or special children. In
the course of my work, I have noticed that
parents in this situation tend to give more
attention and affection to the special child.
On top of that, they will always hope that
their other children who are normal will
take care of this special child when they
are gone. I suppose this is a natural instinct
for parents in this situation. This is not to
say that they love their other children less.
However, sometimes the parents’ desire
in terms of distribution of their estate
regarding their special child may not go
down very well with the other children.
So, the question of fairness in terms of
distribution depends on which side you are
on.
The third situation is where the couple
have children from their previous marriage.
Now in this situation, the husband may be
the sole breadwinner while the wife may
be a housewife. All the children,
from the previous marriage as
well as the current one, will
be under the care of the wife.
In this scenario, it may not be
surprising that one day
the wife may call the
husband at the office
to tell him, “Darling,
I
think
you’d
better come home
because your son
and my son are
beating our son.”
When
families

encounter this kind of situation, I won’t be
surprised that the word “favouritism” will
surface. A couple with this problem would
require careful estate planning because no
matter how fair they may be, there will be
certain limitation to their fairness.
Then, there are those couples who are
without children but are always worried
about who their beneficiaries will be when
both of them pass away. This situation may
look like it may not pose any problems but,
mind you, some of them get very tense and
emotional over whether the beneficiaries
from the husband’s or the wife’s family will
receive their estate fairly. I have come across
a situation where the husband’s intention
of giving a small portion of his estate to his
siblings upset his wife and led to a heated
argument because the wife explained that
since she intended to give her entire estate
to her husband, she expected her husband
to do the same by distributing his entire
estate to her should he pass away before
her. Then, when it came to the question
of beneficiaries after both of them have
passed away, the argument arose on the
fairness of estate distribution in terms of
the percentage of their estate for their
parents, parents-in-law and siblings. In this
kind of a predicament, I feel that at times
Estate Planners are automatically forced
to become mediators and only through
mediation can the issue of the distribution
of their estate be resolved.
Another common situation is that of single
parents with children. The person could be
single because of divorce, in which case the
mother would usually have custody of the
children. She would have to be very careful
in the choice of her Executors/Trustee
because no matter how fair her distribution
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to her children is, it may end up in the hands of her ex-husband.
This is due to the fact that her ex-husband will always be the next
guardian of the children when she dies. On the other hand, if an
unmarried single person adopts children, then her concern would
be who would be the most reliable person to take care of her
children and most importantly distribute her estate according to
her wishes.
The concerns and worries in each case are equally important
because this is about planning for one’s family in anticipation of
life’s uncertainties. But just worrying and talking about our concerns
is not going to help our families. Therefore, one of the most crucial
planning for our families in our life is through Estate Planning using
instruments like a Will and a Trust for our families. Most of the time,
people find that thinking of this subject is worse than doing hard
labour. That’s why they always procrastinate with the thought that
the next day will be just fine like the previous day, which can prove
to be disastrous for the family.
Preparing a Will is not a complicated matter. The first step in
making one is your choice of the Executors/Trustee. The role of the
Executors/Trustee is to apply for the Grant of Probate (GOP) from
the High Court. After obtaining the GOP, they collect the assets of
the estate and settle debts, if there are any. Having sorted this out,
they can then distribute the estate according to instructions in the
Will.
With regard to the appointment of Executors/Trustee it is always
advisable to appoint at least two, even though according to the law
you can appoint just one. The reason for this is that the death of the
sole individual Executor can invalidate a Will because you may have
forgotten to change your Will to replace the Executor, especially in
the situation where the Executor is not a member of the family. You
can choose a maximum of 4 persons to be your Executors but avoid
appointing them jointly. In other words, choose one by one in terms
of priority. An interesting point is that an individual Executor can
claim not more than 5% of the value of the estate with the court’s
approval under section 43 of the Probate and Administration Act
1959. If you have problems finding the right Executor to protect and
distribute your wealth, it would be best to appoint an established
Trustee Company to be your Executor/Trustee, whose fees will be
much lower than the 5% that can be awarded by the court.
Based on the different circumstances in a family as highlighted
earlier, choosing Executors really depends on firstly, whether there
are any minor children involved. If there are, then the couple can
choose each other to be the first Executor of each other’s estate.
Then comes the challenging part, that is to choose someone from
either side of the couple’s family who are at least 21 years old as
the substitute Executors if both spouses pass away together. This
requires some thought and speaking to the one chosen to do this
job is very important because you are placing your entire wealth
in their hands to manage and disburse to your minor children for
some period of time, at least maybe until your children attain the
age of 21 years. The next important appointment is the guardian
for your minor children and that’s where you have to choose those
who are close to your children. So, asking them whether they can
undertake this job is equally important and any of your family
members accepting this task should also be given an allowance. It is
also normal to see couples choosing a Trustee Company to be their
substitute Executor for peace of mind. The decision on the choice of
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Executors and Guardian after such consideration is also applicable
to families, especially those with mentally and physically disabled
children, and children from previous marriages brought into the
existing marriage, and to single parents.
Having all these appointments in place, the clear statement of the
manner of the distribution of your estate to your beneficiaries is
of utmost importance. Some of the DIY wills done by couples that
I have seen normally just state, without mentioning the specifics,
that all their movable and immovable assets are willed away to
each other and that if both of them should die, they are to be
distributed equally to their children. The flow of the distribution
may be fine if you have adult children but it would not be practical
if you have minor children from say, ages 8 to 12 or a mentally and
physically disabled child. In such a case, there must be a condition
through a Testamentary Trust in the Will stating how much is to
be given to minor children on a monthly basis for their living,
medical and education expenses so that the Executors/Trustee
have clear instruction on how to distribute the estate. In addition,
the duration of the Testamentary Trust must also be stated. You
may also want to consider ending the Trust period and distributing
the balance to your children when your youngest child reaches 21
years of age. However, if you have children who are mentally or
physically disabled, then the duration of the Testamentary Trust
will be forever and that’s where funding is crucial. In my opinion
when it comes to both of these cases, couples must set up a Living
or Inter-vivos Trust which can provide immediate and long lasting
funding.
The estate of a person is normally segregated into movable and
immovable assets. The movable assets basically consist of money
in the bank account, investment in unit trust/mutual funds, shares
in listed companies either local or overseas. As for the immovable
assets, these consist of mainly properties (houses, condominiums,
apartments, shop lots, vacant land, etc), shares in private
limited companies, business interest in a sole proprietorship or
partnership, cars and safe deposit box. People have the perception
that equal distribution of their estate to their beneficiaries like
their spouse and children is considered fair because it’s the easiest
way as not much thought is needed. In this respect we should
pause for a moment and ask whether it will end up being fairly
unfair. Distribution for movable assets is seen to be easier than for
immovable assets. Before thinking of the distribution percentage,
we must consider the family’s circumstances. So, we
have to ask ourselves whether we have enough
money from our savings, insurance and EPF
for funding especially for minors or mentally or
physically disabled children and if not, do we need to
instruct our Executors to liquidate our investment in unit
trust or shares in the share market to provide additional
funding? Immovable assets like properties and shares
in private limited companies can be either be
willed away or liquidated, depending on the
financial position of the family.
There is no right or wrong in a person’s
decision to distribute his estate but a
conversation between your mind and heart
over your decision can determine whether
the distribution of your estate is fairly
unfair.
February 2013 |
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MFPC CPD Programme – Budget
2013: Impact on the Share Market and Your

Tax Planning (23 October 2012)

The Certification and Compliance Board (CCB) has decided to run 1 CPD programme on relevant topics every quarter for the benefit of
members.
The first programme covered the topic of Budget 2013. The Inland Revenue Board (IRB) is tasked with an even higher tax revenue target
this year despite a commendable performance of RM110b in tax collections in 2011. In these times of headwinds, when the going (in the
economy) gets tough, the IRB will not be complacent but will get tougher! Notably, only 1.78 million of the 12.3 million working population
in Malaysia pay taxes. In terms of companies, only 30,000 companies out of the 700,000 companies in Malaysia pay tax. Nevertheless,
legitimate tax planning is allowed by law.
The first session which was well received, was delivered by Mr KK Chow. Participants found it a great opportunity to learn what impact the
2013 will have on our tax bills and about recent developments in tax cases and public rulings. Mr Chow is an approved auditor with some 35
years’ experience in accounting, taxation and corporate consultancy. He is also an independent director of three main boards, public listed
companies and is a well-known name within the tax landscape in Malaysia.
He offered participants practical and enlightening insights into legal ways to save on tax bills and to take advantage of tax opportunities.
The second session conducted by the Chief Strategist of Philip Capital, Mr. Phua Lee Kerk, identified traditional and behavioural finance
perspectives on investors’ decision making and helped gauge possible sound stock market investments for 2013. This helped guide
participants to determine their strategic asset allocation within the stock market for the year ahead.
Mr. Phua has had wide and varied experience in the financial advisory and portfolio management fields, having worked in Japan, Malaysia
and Singapore for more than 23 years with companies like Smith Barney (now Salomon Smith Barney), Barings Securities (now ING Baring),
Vickers Ballas, Jupiter Research, APS Asset Management and Pheim Unit Trusts Berhad.
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MFPC Talk & Forum Series 2012 & Recognition
Ceremony for MFPC Corporate Members
(6 November 2012)
The Financial Planning Outlook in the 21st Century forum was
held on 6 November 2012 and attended by 150 participants.
Before the forum began, the MFPC held a recognition ceremony
for its corporate members. Mr. Low Kai Foo thanked the Financial
Institutions and FA companies who have stood the test of time with
MFPC, with many having joined MFPC since our inception.
There were four panellists in the forum. The moderator, Mr. Michael
Kok, Chairman of the Examination Board, started the ball rolling by
introducing the panellists. Mr. Kok, with a wealth of experience in
the banking and finance industry, allowed the audience to ask hard
hitting questions.
The first panellist was the Chief Executive Officer of The Federation
of Investment Managers Malaysia (FIMM), Encik Ahmad Zakie bin
Hj Ahmad Shariff. En. Zakie scored points with the audience and
had them in stitches with his realistic and humble opinions on
retirement and how PRS could be used to build one’s retirement
savings.

whole, he backed up his arguments with data available from various
sources. Among others, he noted that most financial advisory
companies are making a loss in terms of revenue.
The next speaker, Tuan Haji Wan Mohd. Fadzlullah Bin Wan
Abdullah, Representative Officer of Takaful IKHLAS cum Executive
Vice President, talked on Takaful Operation and Financial Planning
in Malaysia. Due to take over the helm of Takaful Ikhlas, he spoke
on the concept of Takaful, its benefits and the future of the industry
in Malaysia.
The last speaker, Phua Lee Kerk, Chief Strategist, Philip Mutual
Berhad, was spot on with his short term prediction of financial
planning development in unit trusts and assets.
Participants later enjoyed a high tea treat provided by Bukit Kiara
Equestrian and Country Resort and gained much from a beneficial
networking session. Participants of the forum were awarded 4 CPD
points by FIMM and MFPC as well as 5 CPE points by the Securities
Commission.

The second speaker was Y.Bhg. Dato’ Chua Tian Guan, Head of
Tax and Financial Consulting, Great Vision Wealth Management.
He shared his opinions on the outlook of financial planning in the
21st Century. While he painted a bleak future for the industry as a
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Excerpt of Speech by Organising Chairman
“As you may be well aware, the RFP syllabuses define financial
planning as a process that determines how you can best meet
your life goals through the proper management of your financial
affairs. The key to effective financial planning is the ability to take
into account all relevant aspects of your financial situation, and
to identify and analyze the inter-relationship among sometimes
conflicting objectives. It is this unique integration of knowledge and
skills across a broad range of fundamental topics that distinguishes
professional financial planning from the other related financial
advice.
In an article on high income earners that appeared on 19 July
2012 in Sin Chew, a Chinese language daily, agents for financial
products were third on the list of most highly paid jobs in Malaysia.
CEOs topped the list while Foreign Exchange dealers came in
second.
This goes to show the future of financial planning is bright. In fact,
a study in Malaysia showed 40 people search for financial products
every minute. The Central Bank of Malaysia Act 2009 reflects the
country’s commitment to financial inclusion. In Malaysia, there
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are 3,300 deposit accounts per 1,000 individuals and 1,100 loan
accounts per 1000 adults, among the highest in the world.
The Malaysian economy grew at a surprising rate of 5.4% in the 2nd
Quarter, not only exceeding the generally expected rate of 4.6% by
a comfortable margin but also surpassing even the most optimistic
market forecast. If everyone can manage their personal finances
better, the reality of Malaysia attaining the status of a high-income
nation seems bright. However, as for my money, I want to live in a
society where careful analysis and prudent assessment of risk are a
routine part of the package for any financial deal, where credibility
and experience matters, where an individual can make an informed
judgment about the qualifications and professional standing of a
financial advisor before leaping in.
Shortly, we will have a recognition ceremony for our corporate
members. We thank the financial institutions and FA companies
who have stood by us since our inception and have seen us take
baby steps as we continue to grow. We look forward to your
continued support to help us grow as adults. We are indeed glad
that we are strongly supported by 46 corporate members to date.”
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Konvensyen Ejen Takaful
(22 Sept 2012)

Money Compass
PRS Roadshow
(5 Oct 2012)

FIMM – Annual Unit
Trust Convention
(9 Oct 2012)

RFP Capstone
(7, 8, 9, 21, 22, 23 September) &
(2, 3, 4, 9, 10, 11
November 2012)

Shariah RFP Capstone
(12, 13, 14, 19, 20, 21
October 2012)

MFPC Financial Planning Workshop for Public, Practitioners and Undergraduates

Swinburne University
(20 Oct 2012)

Universiti Malaya
(5 & 12 Oct 2012)
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What is the Impact
of Medical Inflation?
michael tiu seng chuan

Rfp, Syariah rfp, msc. in it
for manufacture
co-founder of axcelink wealth
advisory sdn. bhd.

A

n article written by Cecilia Kok on
‘Rising Pressure of Healthcare Cost’
and featured in The Star Online on Saturday,
14 March 2009, stated that in Malaysia
medical inflation is estimated to be around
15% each year. What does it mean by 15%
each year?
The Rule of 72 will give you the answer:
72/15 = 4.8 years (4 years 10 months)

Rule of 72:
In order to find the number of years
required to double your money at
a given interest rate, you divide the
compound return by 72. The result is
the approximate number of years that it
will take for your investment to double.
What this means is if today the cost of
hospital admission due to appendicitis
amounts to RM10,000, 4 years 10 months
later, this amount will increase to RM20,000.
This is shocking but is unavoidable unless
you do not fall sick or you are willing wait in
queue at a government hospital (GH).
With the available facilities at GH there is
always a long queue waiting for treatment.
There are also semi-government hospitals
(SGHs) like Pusat Perubatan Universiti
Kebangsaan Malaysia and Pusat Perubatan
Universiti Malaya that are partially
subsidized by the government. Your costs
will be lower if you choose to be admitted
into an SGH than a private hospital.
I recently read an article written by a nonfinancial adviser in which he stated that
a financial adviser generally advises very
high medical protection for clients. Is it a
necessity to have high medical protection?
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He highlighted that what retirees have
during retirement is time. So long as they
are willing to spend their time waiting in a
GH, they do not need to plan for their old
age medical expenses. How many of you
agree with his point of view?
I certainly understand his point of view but
I do not agree with it. I think that he is lucky
in that his family members may be strong
and healthy and he has had no experience
with a GH.
My late mother-in-law had to be
admitted into hospital from time to
time for 10 years. I have also met a lot
of patients who have shared similar
experiences with me. Below are some
of the cases that I have actually seen.

The Cost Incurred for a
Fractured Leg in a SemiGovernment Hospital
A lady in her late 30’s fell and fractured
her leg. She was admitted to a district
hospital for a few weeks. Finally she was
transferred to an SGH as there was no
qualified specialist at the district hospital
to perform the operation she needed.
Doctors in the SGH told her that the cost
of a bone plate to hold her fractured bone
was RM26,000. As she had no money to
buy the bone plate, she ended up staying
in the hospital for more than 3 months
waiting for a donation from charity.
I totally agree that GHs have the best
medical facilities in Malaysia, but it does
not cater for you alone. There are always
many patients waiting in line and a bed
has to be available for you to be admitted.

Traumatic Brain Injury
Surgery not able to be
Performed at a District
Hospital
I have a lady client who was hit with a
hammer in a snatch theft incident in a small
town. There was no doctor qualified to do
the brain surgery for her and doctors were
trying to get her transferred to a bigger
hospital. No hospital was willing to accept
her. Finally a Dato’ who was her father’s
customer made a call to a VIP and the VIP
instructed a hospital to accept her.

Generally Limited
Manpower in Normal
Wards at General and
Semi-Government Hospitals
More than 10 years ago, one of my clients
had an accident. He was sent to Kuala
Lumpur General Hospital. He had a serious
injury to his head and almost died. He
was lucky that the operation was done
by a very reputable brain surgeon and he
recovered. He was very well taken care of
in ICU. However, he was later transferred
to a normal ward. He had high fever after
the operation. The fever continued for a
few days and his family felt that he was
not taken care of in the normal ward and
asked for a transfer to a private hospital
on condition that they would assume all
responsibilities for the patient. When he
reached the private hospital, he slept for
12 hours and the fever was gone when he
woke up the next morning.
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Insufficient Facilities for Isolation of
Patients with Lung Infection
Another incident happened to a lady who passed away due to lung
infection. Lung infection is not necessarily a very serious illness that
leads to death. Before she was admitted to hospital her condition
was not serious at all. She had no cough and no fever. She only had
difficulty in breathing. As she had no medical insurance, she chose
to be admitted into an SGH but after waiting for 9 hours in the
emergency room she was told there was no bed in the ward for her.
Doctors called 7 other semi-government and government hospitals
to find out if they had a bed available but no hospital was able to
accept her. Finally she was sent to a GH in another state. On the 3rd
day of her admission, her lung infection became more serious, her
body did not respond to treatment and she passed away on the 5th
day. During her time in the hospital, 5 other persons passed away
due to lung infection. She should have been isolated from other
patients but she was not.
Because of these experiences, my conclusion is that in any
emergency cases of serious injury, one should choose a GH or
SGH. After one’s condition is stable but if the service provided does
not improve the patient’s condition, a private hospital may be a
better choice. If the patient’s condition requires isolation, a private
hospital may be a better choice.
Another area that a lot of people overlook is Critical Illness coverage.
How much is enough for a single person or a sole bread winner?
Most of the critical illness policies sold in the market are
RM50,000 to RM100,000. A lot of people are still not aware of why
critical illness benefit is so important. Most people recognize the
importance of medical card benefit but not critical illness. Most
think that RM50,000 to RM100,000 is more than enough. Any
amount more than RM100,000 is for the rich. How many have this
thought in mind?

Alternative Treatment for Cancer Patient
One of my best friends was diagnosed with 3rd stage womb cancer
early this year. She made a critical illness claim of slightly more than
RM150,000. The doctor advised her to undergo chemotherapy for
her cancer treatment. If the treatment was successful, she
had a 50% chance to live more
than 5 years. She did 2 blood
tests after the diagnosis. Both
blood tests showed normal
results. She refused to undergo
chemotherapy
treatment
and decided on alternative
medicine. She spent more
than RM1,000 a month for her
treatment. This amount did
not include costs like organic
food, antioxidant drinking
water,
detox,
nutrition
products, etc.
She was on unpaid leave,
with 3 children, the youngest
son being less than 2 years
old. How long could the
RM150,000 last?
fi nan c ial 1 s t

Cancer Patient Committed Suicide to Save
His House
In June 2012, a small column in the local newspaper reported a
suicide case. This case was similar to a case that happened many
years ago.
About 15 years ago, a father committed suicide in the hospital to
avoid the high medical costs for his illness. He had a few children
and a house. To avoid using up all his money for treatment and
prevent his house being auctioned, he decided to give up his life.
His solution to protect his children from being homeless was indeed
extreme.
My father-in-law passed away when my wife was 9 years old. He
had spent all his savings and EPF money for cancer treatment and
was left only with SGD150 in cash.
I always share the above 2 stories with my clients who buy new
property. Most property buyers only know about MRTA but never
look into critical illness coverage for housing loan redemption
purposes. After sharing these stories, my prospective clients will tell
me that they already have critical illness protection. I will follow up
by asking the questions below:
• What is the purpose of your buying the critical illness (CI) policy
initially?
• Is your current protection cover equivalent to or more than
your housing loan amount?
• If diagnosed as CI, what is the usage of the proceeds? As an
alternative treatment cost? As personal living expenses? As
family living expenses? As housing loan and car loan instalment?
Nowadays, advances in medical science and alternative treatments
help to prolong people’s lives. If we can create a million in medical
funds with a few hundred ringgit per month, why should we
hesitate? If you are your own insurer, to accumulate a million
in medical funds for the next 30 years, you need to set aside
RM2,777.78 per month. Is it worthwhile to be your own insurer?
How much is enough to cover your critical illness? The answer is:
The sum of:
• Your debt
• Single: Your living expenses (maintain your current lifestyle or
downgrade?)
Married: Your family living expenses (maintain your current
lifestyle or downgrade?)
• Your future liabilities such as medical, children’s education and
etc…
Minus
• Your assets
• The risk that you are willing to take
Smart property investors will split their cash to buy as many
properties as they can, maximizing their housing loan and
loan tenure. Why? Because they understand the meaning of
“leveraging”; using small money to own big property. I personally
think that insurance is also a tool of leveraging, using small money
to cover big risk!
Disclaimer

The contents of this article are the personal views of the author, and are intended solely
for information purposes on the importance of medical planning. It is not meant to be
used, nor should it be used for personal medical planning. Anyone who wishes to do
medical planning is advised to consult with an Independent Financial Adviser for proper
guidance. Furthermore, the author of the foregoing article will not be held responsible
for any losses or liabilities that may arise from the use of this article as basis of medical
planning and auditing by any individual.
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Consumer Alert: Housing Loan
Source: Bank Negara Malaysia

P

urchasing a house can be a valuable form of investment.
However, it requires considerable thought and careful financial
planning before taking on such a big step. If owning a house is part
of your financial goal, then you’ll need to know whether you can
afford from your income and savings. You can use our housing loan
calculator to find out your monthly instalment, total repayment and
total interest for any particular housing loan packages.

How to get financing:
Most people take on a housing loan from a banking institution
which offer different loan packages to cater for the needs of
different users. Be sure to compare rates and choose a loan based
on its features, fees and charges as well as the quality of service
offered by the institution. Also, make sure you have all the required
documents for your application by making a checklist.

CoMMOn Housing LOAN PAckages:
You can choose from either term loan, overdraft facility or a
combination of both based on your situation. The table below
illustrates the differences:

Term Loan

Overdraft
Facility

Combination

Monthly
instalments are
fixed

Credit line
granted based on
predetermined limit

Eg. 70% as term loan
and 30% as overdraft

Payments
consists of the
loan amount
plus the interest

No fixed monthly
instalments as interest
is calculated based
on daily outstanding
balance

For the term loan
portion, regular loan
instalments are required

Allows more
flexibility to repay

For overdraft portion,
repayment is flexible

FLEXIBLE LOAN PAYMENTS:
Based on the loan packages that you choose, repayment of your
monthly loan instalments will incur interest charged on either
a daily basis (daily rests) or monthly basis (monthly rests). The
principal sum immediately reduces every time a loan instalment
is made.
However you may discuss with your banking institution about
various ways of making your loan payments as flexible as possible
such as:
1. Graduated payment scheme
This helps house buyers reduce the burden of loan repayment by
allowing lower iinstalment payments at the beginning of the loan.
However, the amount will gradually increase over time. You may
find this scheme useful should you wish to allocate more funds for
other purposes first.
2. Prepayment flexibility

the loan
Interest charged is
generally higher than
term loan

MARGIN OF FINANCING:
Depending on the market value of the property, the margin of
financing can go as high as 95% of the property’s value. This is
assessed on factors such as:
•
•
•
•

Each loan package differs from one institution to another, so do not
base your decision on any single feature. Look out for features like
flexible repayment terms or graduated payment schemes to suit
your repayment capability.

Type of property
Location of property
Borrower’s age
Borrower’s income

loan tenure and features:

Some banking institutions offer the flexibility of making prepayments
or extra payments. This helps save considerable interest charges on
condition that you make prompt monthly repayments.
3. Partial prepayment of the outstanding loan
Some borrowers find it useful to shorten the loan tenure by making
partial prepayments with surplus savings or annual bonus. This
effectively reduces interest charges if prepayments are made during
the early years of the loan tenure. However, you may need to check
with your banking institution about making partial prepayments as
there may be restrictions imposed on how much you can pay.

HOUSEOWNER INSURANCE:
When you purchase a house, it’s extremely important that you
provide insurance coverage for your home as this acts as a form
of financial security for you and your loved ones. Consider the
following insurance products:
•
•

House Owner/Fire Insurance Policy
Mortgage Life Assurance (MRTA)

When taking up a housing loan, you’ll need to be aware of your
rights and duties as a borrower and that of the banking institution’s
as you will be dealing with the banking institution for a long period
of time.

Commonly, the length of a housing loan can last up to 30 years
or when the borrower reaches the age of 65, whichever is earlier.
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A Survey of Financial
Behaviours and Financial
Habits of Young Working
Malaysians

M

any Malaysians, especially young
working Malaysians, manage their
finances poorly, often with difficult or
tragic consequences.
According
to
the
Insolvency
D e p a r t m e nt ,
41 Malaysians
are declared
bankrupt every day,
with the majority
being below the age of 44.
If they are in serious financial trouble,
Malaysians can go to Agensi Kaunseling Dan
Pengurusan Kredit (AKPK) for counselling
or debt restructuring. According to AKPK,
more that 50% of those seeking financial
counselling assistance comprises those
below the age of 40.
While government agencies, especially
the Insolvency Department and AKPK,
provide clues to the reasons for youths
facing financial difficulties, it should be
noted that the profile they provide are
from financial consumers already in some
form of financial distress and thus may not
reflect the behaviours and habits of the
young working population in general.
What is worrying is that there is a lack
of information on the profile of young
working Malaysians within the general
population with regard to their financial
knowledge, behaviours and habits.
As such, we have very little understanding
of how young working people manage
their finances.
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The Consumer Research and Resource
Centre undertook a study that aimed to
provide a baseline for the understanding of
the knowledge, behaviours and habits of
young working Malaysians.
The population for the survey was young
working Malaysians in urban areas, aged
18 – 35. Young working adults in this age
range were selected as this is the group
that is making many key financial decisions
that will have substantial impact on their
current and future financial lives. Many
from this group are fresh out of school or
university and earning their first salary,
acquiring a credit card, buying a car,
thinking about buying a house, planning
marriage and family or have recently
started a family and need to make many
short and long-term decisions, thinking
about insurance, concerned about their
medical bills, thinking also of “safe”
investments and maybe even thinking of
their life after retirement.

Survey Findings
Saving and Debts
Savings are a critical component of financial
life. It involves putting money aside for
emergencies, making big purchases,
investing or for retirement.
30% of the respondents had no savings
whatsoever. As for those who had savings,
their current savings could sustain them for
4 months if they were out of a job.

Credit cards are a source of convenience but
a major cause of financial problems as well.
Interestingly, only 39% of the respondents
had credit cards. When asked why they
needed a credit card, 44% indicated that
it was convenient to pay bills, and 34%
said that they had a credit card due to
aggressive marketing by the banks.
An important indicator of the use or abuse
of credit cards is how much is paid when
the statement is received. Full payment
means that the credit card is convenience.
However, if only the minimum is paid, with
the accumulating debt carried forward, it
could lead to more serious problems later.
Only 48% of respondents paid the full
amount every month. 23% paid only the
minimum, creating the possibility of credit
risk and its consequences.
The average expenditure of purchases by
credit card per month was RM702. As most
of the sample earned less that RM3,000
per month, this constituted 23% of their
monthly income, quite a large portion of
their monthly income.
While most (70%) had some form of
insurance, only 49% had life insurance
and another 49% had some form of
medical insurance. This reveals that many
young working Malaysians do not as yet
understand the importance of the financial
aspect of asset protection.
Investments are crucial for long-term
returns and as preparation for retirement.
31% of the respondents had some form of
investments. Thus 69% still did not have
any investments.
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Spending Patterns of Young Working Malaysians

Effect of Current Economic Conditions on Daily Life

The respondents were also asked what most of their money was
spent on.
Where you spend your money most
40

Another question posed to the respondents was regarding the
effect of the current economic climate on their expenditure. 50%
felt that things were more expensive this year compared to last
year. Thus most of the working young felt the pressures of the
increasing cost of living.
Financial Concerns

percent

30

This question sought to identify the major financial concerns of
consumers. Taking care of the family was the major concern for
many. This included taking care of their children or their parents.
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Where you spend your money most

In comparing the expenditure of females and males, two clear
differences were evident. 60% of the young employed males stated
they spent most of their money on IT products, compared to 40% of
the females. As for personal appearance, 66% of females compared
to 35% of males stated they spent most of their money on personal
appearance products and services.
Retirement
Preparation for retirement is vital for long-term financial planning.
The earlier young workers are aware of the need to plan for
retirement and the earlier they take the necessary steps, the more
prepared they will be for their retirement years.
The survey shows that 37% of the respondents have never thought
of retirement. In the case of those who had thought of retirement,
60% were either not satisfied or only somewhat satisfied.
Awareness of Financial Agencies
While there are many agencies providing assistance and support
for consumers in the area of financial protection and financial
counselling, many consumers are still not aware of these agencies
and their services. On average, more than 60% of the respondents
were not familiar with these agencies.
With regard to utilizing the services of these agencies, only 17%
had sought assistance with any one of these agencies.
How Financial Knowledge was Acquired
Respondents were asked how they had acquired knowledge on
personal finance. The sturvey revealed that most consumers
acquired their financial knowledge and skills from the family or
were self taught. About 30% had learnt their financial skills from
books or via the Internet.
Interestingly, only 11% said they had learnt about personal finance
in school. There is thus more room for the enhancement of financial
knowledge and skills through financial education programmes.
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Saving money was also a major concern. This reflects the increasing
cost of living as consumers today often have to spend more than
previously to acquire the same amount of goods and services. This
is reflected also by the concern about the lack of money.
Living Within your Means
When asked about their perception of whether they lived within
their means, 37% stated they lived beyond their means. Living
beyond one’s means is a crucial issue in financial management that
could lead to negative consequences.
Rating of Personal Financial Knowledge
In addition, the respondents were asked to rate the level of their
personal financial knowledge. On a scale of 1 to 6 with 1 being
strong knowledge and 6 being no knowledge, the mean score was
3.4.
43% of the sample scored 4 and above, which is to say 43%
perceived they had poor knowledge of personal finance.
Rating of Personal Management of Money
The respondents were also asked to rate how they felt they
managed their finances. A 5-point scale was used, with 1 being
excellent and 4 being poor. 61.3% of respondents rated themselves
only fair or poor in managing their finances. The mean score was
2.75, reflecting that many of them rated themselves as poor in
managing their finances.
Rating of Personal Management of Money
The respondents were also asked to rate how they felt they
managed their finances. A 5-point scale was used, with 1 being
excellent and 4 being poor. 61.3% of respondents rated themselves
only fair or poor in managing their finances. The mean score was
2.75, reflecting that many of them rated themselves as poor in
managing their finances.

Survey Findings: Poor Financial Planning
It is critical for consumers to manage their debts properly. Too often,
poor management of debts is the primary reason for consumers to
get into financial problems. At its extreme, consumers can become
insolvent due to poor management of debts.
f ina n ci a l 1 st
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One measure of how well debt is managed is the ratio of debt
payments to the disposable income of consumers. While there are
differing views on what is an appropriate ratio of debt payments to
disposable income, ranging from 15% – 30%, in this study the ratio
used was 30%. This means that if a person’s ratio of debt payments
to disposable income is 30% or more, he or she is considered to
be seriously in debt. 30% was used as it represents the worst-case
scenario for young executives, and thus truly reflects that the
respondents are in a significantly precarious position with regard to
their financial well-being.
The findings in this survey were that 36.3% had monthly debt
payments of 0 to 14% of their gross income, and 16.9% had monthly
debt payments of 15 to 29%.
However 46.8% of the respondents had monthly debt payments
of 30% or more of their gross income, which means that they were
seriously in debt.
A profile of those in serious debt is that the person is more likely
to be a male, aged 24 to 29, and with an income of RM2,000 to
RM3,000. Surprisingly, those with higher education had higher
debts compared to those with a lower education.

Financial Knowledge and Skills:
An Analysis and the Way Forward
Clearly, young employed Malaysians are not managing their
finances adequately. The way forward to address this issue is
through financial education.
Youth today are earning more than the previous generations.
Often many environmental factors such as peer pressure and
the media that promote status and conspicuous consumption.
This encourages the young to live beyond their means.
Young Malaysians today are also not educated in managing their
finances. Thus there is a tendency not to have clear financial goals
and plans. Without the right knowledge, they are easily manipulated
and influenced by advertisements, financial marketing agents and
other marketers and even fall victims to scams.
They need to plan early for future financial requirements, especially
retirement or other life goals such as marriage and starting a family.

On the positive side, with more income, they are able to afford
financial instruments such as insurance, shares and mutual funds.
Yet, they may not have the knowledge and skills to make informed
decisions.
Consumers today are faced with a variety of different types of
accounts, savings vehicles, insurance packages, investment options,
real estate choices, and debt options and even a variety of financial
institutions to deal with.
Even relatively straightforward financial products can appear
quite complex to the average consumers, as often they require
an understanding of terms such as term of maturity, late charges,
payout options and various other features.
Furthermore, as these products are purchased infrequently, there
is limited scope for learning about quality from repeated purchases.
Consequently, financial products can be difficult to understand and
many consumers purchase inappropriate ones or decide not to
purchase any at all.
The deregulation of financial markets and the reduction in costs
brought about by developments in information technology and
telecommunications have resulted in a proliferation of new products
tailored to meet very specific market needs. These innovations in
financial products and services have enabled more consumers to
gain access to a greater variety of financial products.
The Internet has also increased both the amount of information
about investment products and the availability of these products.
The diversity of new financial products provides consumers with
more choices but with more challenges.
With the increase in life expectancy, the working young need to
plan early for their retirement. Possible future health and longterm care costs have to be planned for early to ensure that after
retirement, they continue to enjoy a reasonable standard of living.
Financial education can benefit consumers of all ages and income
levels. For the young adults just beginning their working lives, it can
provide the basic tools for budgeting and saving so that expense
and debt can be kept under control. Further, it can help them gain
a better understanding of financial products and services and make
the best possible choice for their personal financial well-being. n
Contribution of the Consumer Research and Resource Centre (CRRC).
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Why Tax Planning
is Important
ms. lau chin chin

director of pkf tax consultancy

E

veryone’s aware that income tax is the main contributor
to the fiscal revenue of our government, hence the tax
collection activities in Malaysia will continue be geared up to
ensure that all taxpayers fulfil their statutory obligations timely
and correctly. Nevertheless, every taxpayer recognises the fact
that tax is a cost to an individual or a business as it reduces
their disposable income.

Fail to plan, plan to fail and the same concept applies in
the case when one is dealing with and managing one’s own
tax affairs as it is always costlier to face a tax dispute or
investigation settlement with the tax authority. It is therefore
crucial to have proper planning of
one’s tax affairs,
preferably before one embarks on
a n y
transaction or project. This would
help
to analyse and evaluate the potential
t a x
implications involved and to explore
the legitimate ways to mitigate the
potential tax impacts and risks under
the prevailing tax legislations.
Tax planning is a skilful exercise
in
identifying,
developing
and
implementing
strategies
to
mitigate tax liabilities which
would otherwise fall on a
person. The process
basically
involves
understanding
the
business
operation or
the proposed
arrangement,
the exploitation of the available
legitimate fiscal policies, and the technical interpretation
and applicability of the relevant tax legislations.
This usually involves a choice of optimal tax instruments within
legal framework and rules in order to mitigate the tax burden
of a taxpayer:
• Applicability of “Tax Incentive” within the tax laws of the
relevant jurisdiction involved;
• Development and implementation of a tax efficient and
optimum business funding structure in respect of the

28

| February 2013

•
•

proposed scheme or project involved;
Maximisation of tax deduction or relief in respect of
expenditure incurred, subject to the conditions met; and
Ensuring obligations as a responsible taxpayer are met and
complied with.

In practice, effective tax planning should take advantage
of tax incentives in devising the taxpayer’s tax strategies.
For instance, under the current Economic Transformation
Programme (ETP), the Malaysian government has introduced
a wide range of attractive tax incentives to 12 NKEAs in order
to drive the nation to be a High Income Nation by year 2020.
Among others, the three prominent incentives are pioneer
status (PS), investment tax allowance (ITA) and reinvestment
allowance (RA) which will benefit businesses either in the
form of income tax exemption or additional relief on capital
expenditure incurred.
The types of benefits enjoyed by corporate taxpayers vary
depending on the incentives granted. For instance, ITA will
generally be given on qualifying capital expenditure incurred
within 5 years from the date of approval. On the other hand, PS
or income tax exemption for pioneer
businesses is based on statutory
income, and generally, 70% of the
statutory income of the pioneer
business will be exempted
from tax. The tax relief period
granted could also
be extended if the
project is carried
out in promoted
areas.
Hence,
the
decision to opt for an incentive
and the timing of application is
crucial to maximise the available tax
benefits. For example, a profitable pioneer
company accorded with a PS of 5 years with a
70% income tax exemption will enjoy significant tax savings as
compared to if it would have been treated as a non-pioneer
company paying the full amount of taxes at 25%.
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In line with the key economic areas and entry point projects
introduced by the government under the current ETP, the
tax incentives primarily focus on high technology and or
knowledge-related services sectors rather than the labour
intensive manufacturing and agricultural sectors. Hence,
entrepreneurs who invest in these qualifying business sectors
would need to be cognisant of these incentives and ensure
that conditions set for tax incentives accorded are met in order
to maximise their return on investments.
In addition, tax incentives are also provided for specific
purposes or projects which are nationally strategic and
important. For instance, in order to further promote a green
environment and reduce the effects of climate change as a
result of greenhouse gas emission, tax exemption is given to
Malaysian companies involved in selling Certified Emission
Reductions (CERs) from the Clean Development Mechanism
(CDM) projects approved by the Ministry of Natural Resources
and Environment.
Every entrepreneur needs to be cognisant of the importance
of establishing an optimum and tax efficient business and
corporate structure right from the beginning as this could help
to mitigate any unnecessary tax impact or tax dispute (if any)
in the near future. Tax rules and laws are always evolving and
numerous types of taxes and duties could also be involved
in any business dealing or personal investment. Hence it is
imperative that a proper study is carried out to evaluate the
potential tax impact as well as the legitimate ways to mitigate
taxes. One instance is when an individual acquires a few
properties through his private limited company in Malaysia, to
hold and his intention for such acquisitions is for long term
investment and not otherwise. Under such circumstance,
he needs to ensure that the company has put in place and
maintained adequate records to prove the intention, failing
which the future disposal of the properties may be challenged
by the tax authorities as gains subject to the income tax rate
of 25% and not Real Property Gains Tax (RPGT) of 10-15%, if
disposal takes place within 5 years from the date of acquisition.
Hefty penalty of 45% may also be imposed if it was disputed by
the Malaysian tax authority under a tax audit review.
The Self-Assessment Tax System (SAS) has been implemented
in Malaysia for more than a decade and the penalty rate
imposed by the tax authority for non-compliance offences
committed has been increasing. Hence, tax planning also
entails
timely and proper
compliance with
tax
laws.

Non-compliance may take a number of forms, among others,
failure to furnish tax returns or give notice of chargeability,
incorrect tax returns, wilful evasion, failure to comply with
notice and failure to estimate tax. Hefty tax penalties will
be imposed on non-compliance offences under the various
sections of the Act, including monetary fines ranging from
RM200 up to 300% of the amount undercharged (for wilful
evasion) or imprisonment of up to 3 years or both. As you
may note, the penalties imposed can significantly reduce the
amount of distributable income of the taxpayers and therefore
it is important to ensure timely and proper compliance with
the tax provisions to avoid the imposition of unnecessary
penalty or fine by the tax authorities.
Generally, the tax planning process could be complex,
particularly in the case of corporate or business structures.
However, it could be simple and straightforward, especially in
the case of an individual, provided the taxpayer understands
the applicability of the relevant tax rules and provisions
involved. For example, under the existing Malaysian tax laws,
a married couple may reduce their tax liability by choosing
to assess the husband’s and wife’s incomes separately i.e.
through separate assessment. This allows them to enjoy more
personal relief than if they were to opt for a joint assessment.
Some of you may not be aware that it is the right of every
taxpayer to structure his tax affairs in an efficient and optimum
manner provided it is legitimate and does not fall within the
ambit of anti-avoidance provisions of the tax jurisdiction
involved. Effective tax planning can result in hundreds or even
thousands of ringgit in tax savings. Taxpayers may consider to
engage a competent tax professional to advise them on how to
strategize and manage tax effectively and efficiently.
Last but not least, we would like to end this article with this
famous quote, “Failing to plan is equivalent to planning to fail.”
So, please take your first step to plan your taxes.

Chin Chin Lau is currently the Director of
PKF Tax Services Sdn. Bhd. and primarily
focuses on handling tax advisory and
tax dispute cases. She was assisted by
Ms. Soh Pin Tau, the Senior Manager of
PKF’s tax unit in writing of this article.

The above article expresses the personal
viewpoint of the writer and does not
represent the firm’s opinions or views.
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Goal Setting:
The Importance of Goals
mr. sethu KARUPPAN

President of namlifa

I

f success is your destination, then let me help you make the
journey. Think of me as coach, advisor and friend. My goal in life
is to help you achieve yours. Experience has taught me that one
of the most important skills anyone can master is goal setting.
Although most people realize how important it is to set goals and
make written plans for their accomplishment, few actually do this.
Most put it off, leaving life unfocussed.
Let us take football, a game that most Malaysians love to watch.
Imagine we are sitting inside Stadium Bukit Jalil when a football
game is being played between the Selangor and Kedah teams.
About 100,000 people are watching the game. Both the sides are
fielding the best of 11 players each. These 11 players have different
titles and names such as goal-keeper, forward, mid-fielder, centreback, right-back. Though they have different positions, all 11 players
are supposed to coordinate and strike as many goals as possible for
their respective sides.
All the 100,000 people are eagerly watching the game being played
aggressively with every player trying to prove his mettle. At this
junction, let us imagine one person goes and removes the Selangor
side goal posts and while another person removes the Kedah side
goal posts. What do you think would happen to the game and what
do you think the players would do? They will be kicking the ball up
and down, up and down without any aim. Can any team emerge as
the winner or the loser?
Now, what would the 100,000 people, including you and me think
of the players and the game? What would we call them? We would
call them mad guys who have lost their minds! Because we would
be watching a game which is being played without a goal post and
as such we will never know who the winner will be.
Now, a football game is played for one and a half hours. Forty-five
minutes in the first half and forty-five minute in the second half. If
for one and a half hours the players do not have goal posts to shoot
the ball into, we call them all sorts of names – mad, stupid, idiotic,
deranged, crazy, moronic, etc. If so, what should one be called then,
if one does not have goals for an entire lifetime!?
The fate of these misguided people would be worse than the players
on the goal-less field. Because a goal-less life would be equivalent
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to a body without breath. It is said that a man without a goal will
become a slave to the man who has got a goal! A goal-less life has
already reached a dead end. A life that has lost the very meaning of
its existence and outlived its relevance in society. Before deciding
what your goal in life is, you must decide what you want to be in
the field of your life:
1. A spectator who sees the things happening around him.
2. A coach who talks about things happening
3. A player who makes things happen.
It is time to decide which category we all belong to. And sadly, there
is one more category in our midst, one who does not know what is
happening at all!

THE SECRET OF ACHIEVING YOUR GOALS
1. Make your Goals Inspirational
You need to set goals grand enough to challenge yourself. To truly
be successful, and reach your true potential, you must constantly
push yourself to move outside of your “comfort zone”.

2. Define your Goals with Clarity
Be precise in what you want. The more clearly defined your goal is,
the easier it will be to attain. For example, let us say you want to
buy a house. To say you want to buy a house is not enough. To find
a house you will really be happy with, you have to specify exactly
what you want. Do you want to live in the country or the city? Do
you want a double storey house or a bungalow? Do you want a
brick house or a wood house? How many square feet do you want?
Do you want a pool? How much will it cost? As you can see, there
are many questions to ask.
The more questions you ask yourself, and are able to answer, the
clearer your goal will be. Once you know the exact outcome you
want, you will be able to create an action plan that will ensure your
success.

3. Write a Paragraph

Write a paragraph or two describing exactly why you absolutely
must attain your goal and what benefits you and your family will
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enjoy from achieving your goal. Feel as though you have already
achieved your imagined goal and see how you feel. Feel that you
have achieved a long goal of sending your parents on a pilgrimage
or a world tour. Feel that you have bought a bungalow house for
your beloved wife on her birthday. Feel you have already sent your
children abroad for higher studies, and donated a huge sum to
a good cause. How do you feel now? Are you very satisfied and
happy? Yes, this feeling will stir up a happy emotion inside of you.
Feel the passion and drive. This will bring the goal to life!

4. Constantly Evaluate your Progress

Having an action plan is not enough. You will have to constantly
evaluate your progress in order to be sure that you are reaching
your target. Unforeseen obstacles might arise but don’t give up.

5. Never Lose Sight of your Goal

Take the time to review your goals every morning when you get up
and every night before you go to bed. This will keep them fresh in
your mind. For instance, if you want to buy a Mercedes Benz, put a
picture of the exact model of the car in a place where you can see it
on a daily basis. When you see it, you must visualize that you own
the car and are driving it! This way you will not only not lose sight
of your goal but you will also renew your spirit to achieve the goal.
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6. Don’t Procrastinate

Procrastination is a “silent killer”. Understand that the only way
to achieve your goals is to take action immediately. Do the right
things that will take you closer to your goal. There is no time like
the present! Get the ball rolling. Each step you take brings you one
step closer to the goal you want to achieve. Remember the motto,
“The road to Someday, leads to the town of Nowhere”. Someday
is today! You will soon notice your mind will become a magnet for
attracting any information or opportunity that can help you achieve
your goals more rapidly.
The goal is the foundation. “If you can imagine it, you can achieve it.
If you can dream it, you can become it,” said William Arthur Ward.
And Galileo said “You cannot teach a man anything, you can only
help him to find it within himself”.

Those who became millionaires!
Do you want to know who ultimately become millionaires?
The answer is rather simple. It is only the people who have set
becoming a millionaire their goal! In other words, a lot of people
have not become millionaires because they have not set their
mind to it. It is as simple as that. Have you set your mind to it?
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Class
Schedule

- April 5, 6, 7, 19, 20, 21
- July 5, 6, 7, 12, 13, 14

Examination
Schedule

- 28 Feb 2013
- 16 May 2013
- 22 Aug 2013
- 21 Nov 2013
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CIRCULAR
Malaysian Financial Planning Council
(Reg. No.: 0402-04-5)
(Incorporated under Societies Act 1966)

Dear Students and Members,

OFFICIAL DISCONTINUANCE OF
SHARIAH RFP SCHOLARSHIP AT
5.00 PM ON 30TH JUNE 2013
Thank you very much for your participation in pursuing the Shariah RFP Programme launched by Y.B. Dato’ Seri Mohamed Khaled
bin Nordin, Minister of Higher Education, in 2008. Since then, the MFPC Shariah RFP Scholarship has been offered to our Shariah
RFP students as an incentive to encourage active learning by young practitioners in the fast-growing area of Shariah financial
planning.
We have successfully completed our first phase and are now entering the next phase of growth. With this, the MFPC Shariah RFP
Scholarship will be officially discontinued at 5.00 pm on 30th June 2013.
We would like to urge those who have yet to register for the Shariah RFP programme to promptly register for the February and
May 2013 Shariah RFP examination intakes as these will be the final intakes that will offer the Shariah RFP Scholarship.
Please also take note that with immediate effect, scholarships in the form of MFPC Cash Vouchers will be automatically awarded
to eligible Shariah RFP students upon passing the Shariah RFP examinations. These MFPC Cash Vouchers will be accepted as cash
for the payment of all fees payable to the MFPC. These include yearly membership subscription, examination fees, programme
fees, text book fees, etc.
Scholarship entitlement is subject to the approval of Certification & CPD Board with reference to the Scholarship guidelines.
For further inquiries and assistance, please contact the MFPC Secretariat at 03-6203 5899 or email mfpc@mfpc.org.my.
Thank you.
Yours sincerely
Malaysian Financial Planning Council
Chung Kar Yin
Senior General Manager
Date: 6 December 2012

SUITE 22.7, LEVEL 22, MENARA ONE MONT KIARA, NO. 1, JALAN KIARA, 50480 MONT KIARA, KUALA LUMPUR.
TEL: 03-6203 5899 FAX: 03-6201 2669
EMAIL: mfpc@mfpc.org.my WEBSITE: www.mfpc.org.my

fi nan c ial 1 s t

February 2013 |

33

100

an nounc e m e nt

Election Year 2013 &
Membership Subscription
Dear Fellow and Ordinary MFPC Members,

The MFPC will conduct the 4th Election
Proceedings in conjunction with the
Annual General Meeting that has been
scheduled for 20 June 2013.
In accordance with the MFPC Constitution Clause 15-1-3:
The Fellow and Ordinary Members shall have the right to nominate up to eighteen (18) persons from among the Individual
Voting Members and elect up to six (6) of the said persons to be members of the National Council. All nominees shall be persons
who have been Ordinary or Fellow Members for not less than two (2) years prior to the date of nomination. The nomination and
subsequent election of these representatives shall be conducted through a postal nomination and election system, which shall be
conducted prior to the Annual General Meeting. The representatives elected pursuant to this Clause shall hereinafter be referred
to as the “Individual Members” Representatives;
and Clause 9-27:
The list of persons in the Register of Members (the “Members List”) as at December 31st of the Financial Year immediately
preceding a General Meeting shall be the official list of eligible Voting Members for the purposes of voting at General Meetings.
In addition, we would like to advise that eligible members abide by the election guidelines that all Nominees, Proposers,
Seconders and Voting Members should have paid their MFPC membership fees on or before 31st March 2013 to participate in the
4th MFPC Election Proceedings.
For further assistance and clarification, please contact the MFPC Secretariat Office at 603-62035899 or you may visit the MFPC
Website at www.mfpc.org.my for election details.
Thank you.
MFPC Secretariat office

5th MFPC NATIONAL FORUM,
GRADUATION CEREMONY & DINNER 2013
“Achievers Today, Leaders Tomorrow”

Dear Members,
The 5th National Forum Conference, Graduation Ceremony & Dinner will be held on 13th April 2013 at Putra World Trade Centre
(PWTC), Kuala Lumpur, with the theme “Achievers Today, Leaders Tomorrow”. The graduation ceremony and dinner will see 350
graduates conferred the RFP, Shariah RFP, Affiliate RFP and Affiliate Shariah RFP designations.
We are pleased to extend our sincere invitation to you in joining us at this auspicious event. It’s a solemn yet joyous occasion to be
shared with families and friends.
Mohamed Akwal Sultan
Deputy President cum Organising Chairman,
5th MFPC National Forum Conference, Graduation Ceremony & Dinner 2013
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Ang Chee Yong
012-386 5548

Sky Siew
017-723 3831

Louis Loh
013-330 1358

Javern Lim
012-380 9883

Lawrence Seow
012-211 0232

Susanna Suah
012-331 8411

Marcus Tay
012-303 9282

Elvin Yee
019-329 3685

Serena Chiam
012-555 8268

BNM: FA SC: CMSL/A0195/2007 MFPC: Financial Services Firm

E-7-27 IOI Boulevard, Jalan Kenari 5, Bandar Puchong Jaya, 47170 Puchong, Selangor.
Tel: +603-8071 1661 URL: www.vka.com.my Email: enquiry@vka.com.my

Thousand Luu
012-235 0949

"Enjoy waiver of PRS examination before 30 June 2013.
Call us now for more details."

Come join Malaysia’s fastest growing
financial planning firm today!

Interested to be a Corporate PRS Consultant?

