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Editor’s Note
Dear Members
We are approaching the end of the 1st quarter
of 2014 and I am sure most of you will concur
that we are feeling the pinch of the escalating
living costs. Our weakening ringgit as America’s
Federal Reserve starts to “taper” on its bond
buying will have enormous effects on businesses
that are importing and exporting goods. The manufacturing sector,
especially the electronics and electrical sectors, are seen to be the
significant beneficiaries of a weaker ringgit while the impact will be
felt in the construction sector as the prices of raw materials go up.
The country official inflation rate is projected for the first time to
hit above the 3% mark. The property market will be sluggish for
the 1st two quarters at least before the projected gradual increase
in sales in the last two quarters. A good benchmark will be looking
at the movement on the stock market to gauge the economic
performance of the country. We still remain relatively stable in
comparison to some of our ASEAN counterparts.
This issue features Madam Koid Swee Lian who tells us more
about AKPK, how it benefits Malaysians and the various financial
educations AKPK conducts .
I am certain you will find the article by Karunamoorthy on the
Financial Services Act and Jillian Chia’s article on the Personal Data
Protection Act timely and good reads.
I hope you derive value from this publication and as ever I welcome
your feedback.
Till the next issue, enjoy this issue!
Editor-in-Chief
Low Kai Foo
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AKPK: Helping to
Reduce Debt
madam koid swee lian
CEO of AKPK

Q: Could you give us a brief history
of AKPK and your objectives?

B

ank Negara Malaysia (BNM) established the Credit Counselling
and Debt Management Agency or Agensi Kaunseling dan
Pengurusan Kredit (AKPK) in April 2006 under the Consumer
Protection Framework as part of the Financial Sector Masterplan
(2000-2010).
AKPK is incorporated as a company limited by guarantee under the
Companies Act 1965 and a wholly owned subsidiary of BNM. As its
operations are fully funded by BNM, AKPK’s services are provided
free of charge to retail consumers.
AKPK’s vision is as follows:
‘We want to create a society that is financially savvy. We want to
be recognised as the trusted provider of financial education to
adult consumers and continue to promote financial prudence.’
AKPK’s mission is to make prudent financial management a way of
life.
The objective of AKPK is to provide financial education, credit
counselling and debt management services, and to undertake such
other activities as may be necessary or desirable for the promotion
of prudent financial management as a way of life for Malaysian
retail consumers. For the above purpose, AKPK undertakes, among
others, the following:
• to assist persons who are encountering difficulties in meeting
their financial commitments in relation to debts relating to
conventional and Islamic banking products as determined by
BNM, and which have been obtained from financial institutions
or other entities as determined by BNM.
• to assist persons to resolve their potential credit issues
• to provide financial education, credit counselling, and advice on
financial management
• to arrange and facilitate debt workout plans between persons
and the financial institutions or other entities as determined
by BNM.
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Q: What services does AKPK
provide? Could you provide
some details of these services?
AKPK provides financial education, credit counselling and debt
management services to adult consumers.

Financial Education
AKPK’s financial education programmes (FEP) aim to empower
consumers to be financially savvy, live within their means and avoid
unmanageable debts. The FEP is designed to raise participants’ level
of financial literacy, including the ability to manage their personal
finances and to make responsible financial decisions. AKPK’s target
groups of adult consumers include the following:
• youths (university and college students, and national service
trainees);
• young adults (young parents, office workers, and government
employees);
• first time borrowers;
• members of associations/NGOs and of other bodies;
• senior citizens (retirees, and pre-retirees); and
• others (rural communities, minorities, the poor and
microfinance entrepreneurs).
AKPK’s FEP focus on life events that influence the lifestyle and
behaviour of consumers and their financial commitments. Key
events in the life cycle include the pursuit of education, buying a first
car or home, starting a first job, getting married, raising a family and
retirement. The financial education modules generally reach out
to consumers with the rudiments of good financial management,
i.e. covering topics on the proper use of consumer credit and basic
money management skills such as savings and budgeting, financial
scams as well as tips on how to use credit responsibly and debt
management.
AKPK monitors and evaluates the FEP for impact on the participants’
financial commitment and behaviour by gathering their feedback
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during the training session and thereafter. A simple test of 10
questions on the topics covered administered before and after the
session has generally indicate that participants’ financial knowledge
improve by about 10 - 12 % after attending the FEP. Some of AKPK’s
financial education modules are set out below.

life’s uncertainties in order to achieve their financial goals with
ease. The topics in the POWER! PFM module are as follows:

POWER! – Managing Your Debts Effectively: This programme targets
young adults between the ages of 18 to 30 years. The programme
was introduced on 19 January 2011 with the aim to equip young
adults and potential borrowers with practical money and debt
management skills, which will help them to become financially
responsible adults. As many young executives are likely to have
taken student loans and when they join the work force, are likely to
buy a car on hire-purchase and use credit cards for their purchases,
the programme is designed to pre-empt over-indebtedness,
irresponsible borrowing and poor credit management. This
programme covers the following areas:

d. Building your wealth

a. Cash flow management
b. Borrowing basics
c. Wise use of credit card
d. Buying a car
e. Buying a house
f.

Managing your debts

As at end February 2014, 176,497 participants attended this
programme, including those who participated through the POWER!
online learning portal at www.power.akpk.org.my.
POWER! – Personal Financial Management (PFM): This module
prepares young adults financially when they enter the competitive
job market. It sets out to teach participants how to manage money
wisely, spend within their means and be financially prepared for

a. Why everyone needs financial planning
b. Power from your money
c. Financial products & services
e. Planning for uncertainties
f.

Borrowing basics

g. Living your life
h. Getting out of financial trouble

The Malaysian Qualifications Agency has approved POWER! PFM
as an elective subject at institutions of higher learning. Any student
taking POWER! PFM as an elective subject is awarded one (1)
credit hour equivalent to 40 student learning hours comprising
lectures, assignments, self-study, reading, financial seminars, study
visits and assessment or examination. To date, 82 institutions of
higher learning have adopted POWER! PFM, comprising 20 public
institutions, 32 private institutions and 30 polytechnics. This
financial training module has also been embedded in the mandatory
Entrepreneurship Course in public institutions of higher learning.
POWER! Program Latihan Khidmat Negara (PLKN) benefited
75,562 national service trainees in 2013. The trainees learned the
intricacies of financial transactions and basic money management
skills. The financial education module aims to inculcate in trainees
a savings habit and to take control of their finances at an early age
so as to avoid making wrong decisions that could result in financial
pain in subsequent years. In February 2014, AKPK conducted
POWER! PLKN training for the first batch of 29,290 national service
trainees from 78 camps nationwide.
POWER! 1AZAM: BNM, in collation with the Government’s
Performance Management and Delivery Unit (PEMANDU),
implemented in October 2012 a financial capability programme
that is customised for households earning below RM1,000 per
month to complement the Government’s poverty alleviation
measures under the 1AZAM initiative. The POWER! 1AZAM
programme helps participants from low income households better
manage cash flow and encourages good savings habits. AKPK
developed a financial education module that is appropriate for the
needs of 1AZAM participants. Trainers from the relevant ministries
attend AKPK’s training-of-trainers sessions before conducting the

Visit to AKPK by Deputy Finance Minister,
YB. Datuk Hj. Maslan Bin Hj. Ahmad on 15 January 2014
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1AZAM programmes for participants. The 4 AZAM programmes,
i.e. AZAM Tani, AZAM Kerja, AZAM Niaga, AZAM Khidmat under
the respective ministries were aimed at improving the income
generating capabilities of low income households.
POWER! Micro Enterprises (ME): This is a financial education
module for micro finance borrowers. AKPK provides financial
education to micro finance borrowers through structured training of
participating financial institutions’ trainers. As these micro finance
entrepreneurs increased their income generating capabilities,
AKPK’s financial education on good money management is essential
for them to take charge of their personal finances as well as that of
their enterprises.
Financial education for the visually impaired: AKPK has converted
the ‘Money Sense’ guide book into Braille and made it available at
Braille libraries nationwide. In Q1 2014, AKPK collaborated with the
Malaysian Association for the Blind (MAB) to promote the POWER!
– Managing Your Debts Effectively guide book to the visually
impaired. AKPK’s three young executives volunteered to read the
guide book in Bahasa Malaysia for the audio recording into CDs and

thumb drives, which were distributed to libraries for the blind and
special schools for visually impaired children.
Publications - AKPK publishes financial education articles in the
national language, English, Mandarin and Tamil in mainstream
newspapers and magazines. The articles are written in simple
and easy to understand language for the lay person. The articles
focus on the challenges faced in making critical financial decisions
at specific life events, e.g. getting married and having a baby, and
guide readers to use credit wisely and be financially prudent.
AKPK has published two financial books, i.e. POWER! – Managing
Your Debts Effectively and Money Sense – Getting Smart with
your Money. These financial books complement the POWER!
Programme and the POWER! PFM module respectively. The public
can buy these financial books at RM 5 per book that is published
in Bahasa Malaysia, English, Mandarin and Tamil. AKPK has also
published a financial management comic that is based on the Old
Master Q concept. The public can buy it at RM 8 per book at book
shops and convenience stores nationwide.
AKPK also offers the following:
a. briefings, talks, workshops, seminars and financial clinics;
b. corporate training sessions and financial tips for incorporation into
their internal newsletters;
c. TV docu-dramas;
d. e-newsletters, a website, Facebook, Twitter, blogs and YouTube.

Credit Counselling
AKPK provides free of charge one-to-one confidential credit
counselling and advice that cover personal budgeting, money
management and credit issues. Credit counselling is available for
adult consumers needing:
a. Advice on credit and money management and
b. Guidance on better control of their finances.

AKPK’s credit counsellors analyse each individual’s financial
situation and identify options available to help them get their
finances back on track, including devising a personal budget and
cash flow management plan and debt management advice. As part
of the counselling process, customers can access BNM’s Central
Credit Reference Information System (CCRIS) report for free.

Debt Management Services
For borrowers who are having difficulties in servicing their loans,
AKPK also provides free of charge a debt management programme
(DMP). Under AKPK’s DMP, its counsellors will formulate a specific
debt repayment plan to assist each borrower in resolving his credit
issues with the following credit providers:
a. Commercial banks		
b. Islamic banks			
c. Credit/Charge card issuers
d. Development financial institutions
e. Insurers				
f.

Takaful operators		

g. Malaysia Building Society Berhad

Visit to AKPK HQ by Minister in Prime Minister’s
Department, YB. Hjh. Nancy Bt. Hj. Shukri,
on 11 February 2014
VOLUME 1/ 2014

h. Credit cooperatives (selected)

Borrowers who meet the following qualifying criteria can apply for
the DMP online:

financial 1st / Malaysian Financial Planning Council (MFPC) |

5

e x c lus iv e int e r v i ew – AKPK: h el p i n g to r e duc e de bt
ma da m k oid s w ee l i an – ceo o f AKPK

a. Positive net disposable income
b. Loan exposure < RM2 million
c. Not under advanced litigation
d. Not a bankrupt

AKPK’s counselors will formulate a specific debt repayment plan
with affordable monthly instalment payments based on the
borrower’s available cash flow by negotiating with the respective
credit providers on his behalf. Upon enrolling into the DMP, all legal
proceedings against the borrower will cease and he is shielded from
further harassment by credit providers and debt collectors.

Q: Does one have to pay for any
of AKPK’s services? If so, what
happens if a person cannot
afford to pay but is in dire need
of the services?
As mentioned earlier, all of AKPK’s services are provided free of
charge to financial consumers. Hence, every one, regardless of his
financial situation, can avail himself of AKPK’s free services.
However, any borrower who does not have positive net disposable
income would not qualify to enrol into the DMP. Such a borrower
would need to either scale down his expenses or take on another
job in order to boost his disposable income. Alternatively, he can
take the self-help approach to resolving his credit issues directly
with his credit providers by following AKPK’s step by step guides
called Self Help Guide – Debt Relief Plan which is available on
AKPK’s website in Bahasa Malaysia, English, Mandarin and Tamil.

Q: What are the specific benefits of
AKPK to Malaysians?
AKPK’s services contribute to enhancing the financial capability of
Malaysians by becoming more conscious financial consumers in
spending and borrowing responsibly. A financially savvy consumer
is free from financial worries as he has planned for the future and
for achieving his financial goals. He would have better personal
relationships with his family, friends and colleagues as he does not
need to rely on handouts from others.

Q: The number of Malaysians
facing debt is alarming. What
are the current figures and why
are so many Malaysians in debt?
Generally, consumers borrow to acquire financial assets. According
to BNM’s 2013 Financial Stability and Payment Systems Report,
about 60% of lending to households was for the purchase of
properties as well as investment in equities and unit trust funds,
which contributed to their wealth accumulation. Last year, aggregate
household borrowings grew at the slowest pace as compared to
the last three years, primarily due to the slower pace of lending
by non-bank financial institutions. The aggregate balance sheet of
households remained healthy as household financial assets grew
to RM1.9 trillion or 193.5% of gross domestic product (GDP) as
compared to household indebtedness of 86.8% of GDP. Household
financial assets are mainly held in deposits and deposit-like
instruments (42%) as well as investments in shares and unit trusts
(25%). At the aggregate level, the ratio of household financial assets
to debt is 2.2 times. The increased level of household indebtedness
to GDP was primarily due to the slower growth in nominal GDP of
4.5% (2012:6.4%).
As at 28 February 2014, AKPK’s statistics compiled from borrowers
applying to enrol in the DMP showed that poor financial planning
(22.8%) is the main reason for default in servicing loans. Other
reasons are as set out below:

Reasons for Loan Default
Reason

%

High medical expenses

17.7

Failure/slowdown in business

15.5

Lost control on usage of
credit cards

11.0

Lost job/retrenched

9.9

High cost of living

4.8

Unexpected financial
commitment

4.3

Death and/loss of breadwinner

1.3

Failed investments

1.1

The participants of AKPK’s FEP are able to learn the basics of good
financial management and stay on track in achieving their financial
goals.

Q: What measures does AKPK
advocate to reduce this figure?

AKPK’s credit counselling service provides clarity to counsellees
on their financial situation. What counsellees take away from the
credit counselling session is an improved understanding of their
personal financial position, debt obligations and how to take better
charge of their finances.

AKPK broadenend its outreach to 2.0 million financial consumers
in 2014 to promote awareness of AKPK’s services and enhance
consumers’ financial capability.

AKPK’s DMP helps distressed borrowers to restructure or reschedule
outstanding loans with their credit providers and assist them to get
their finances back on track. These borrowers not only get out of
the debt trap but also avoid bankruptcy or dependence on others.

AKPK’s financial education sessions include advising consumers on
the following:
a. only borrow for productive purposes;
b. only take on loans that are affordable, i.e. as a general rule of
thumb, total loan repayments must not exceed 40% of monthly
income net of statutory deductions;
c. compare loan products offered by various financial institutions
before committing to a loan that is least costly;

6
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d. find out and understand the loan features as well as terms and
conditions and the total cost of borrowing;

Borrowers seeking to enrol into the DMP are advised to bring the
following documents during their visit:

e. honour loan commitments and keep to the repayment schedule.

a. Latest CCRIS Report from BNM (also available from the kiosk at
AKPK’s Main Branch only)

Q: Undoubtedly, Malaysia’s
economy will be affected if the
number of Malaysians in debt is
not reduced. Please elaborate
on the effects.

b. Latest loan statements from the respective credit providers

So long as loans are taken for productive purposes and
borrowers keep to their loan commitments, such good
quality loans will not adversely impact the economy.

Q: What advice would you give
to the public to avoid being
trapped in debt?
To avoid indebtedness, one should exercise financial prudence as
follows:
• Live within one’s means
• Prepare a monthly budget to determine one’s cash flow
• Differentiate between ‘needs’ and ‘wants’
• Learn to say ‘no’ to temptations to avoid overspending
• Do not borrow for unproductive purposes
• Equip oneself with financial knowledge
• Be disciplined in following one’s monthly budget strictly
• Do not succumb to financial frauds and scams.

Q: Is there a light at the end of
the tunnel for Malaysians in
debt? Could you cite some
success stories of those who
have benefitted from APKK’s
services?
As at 28 February 2014, 4,943 borrowers have successfully exited
from the DMP and settled their total loans outstanding of RM
194.1 million. A random telephone survey conducted on these
‘graduated’ DMP customers showed that they have taken control of
their finances and are no longer distressed by debts.

Q: How can a person go about
seeking assistance from AKPK?
AKPK’s services are available at its 11 branches and 10 credit
counselling offices nationwide (refer to our website at www.akpk.
org.my or by call our toll free number 1-800-88-2575).
AKPK’s credit counselling offices at the various locations nationwide
operate on certain days only. The list of these counselling offices
(with the day and venue) is available on the link: http://www.akpk.
org.my/services/financial-counselling/counselling-schedule.
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c. Latest salary slip, if employed or proof of income, if self employed
d. Legal documents on credit providers’ recovery action, if any
e. Latest income tax statement
f.

Latest EPF statements, if rescheduling housing loans/financing.

Q: Malaysians are already facing
rising living costs. With living
costs expected to rise further,
what can individuals do to
mitigate the effects?
To better cope with the rising cost of living, many consumers and
their family members are already collectively practising financial
prudence and frugality by making appropriate adjustments to
their household expenses. They keep watch over their expenses,
including electricity and water consumption to ensure there is no
wastage.
During this trying period, consumers are becoming more conscious
and discerning in spending on real ‘needs’. Out of economic
necessity, they forego or postpone indefinitely their ‘wants’ and in
the process, they learn to be economical and thrifty without getting
into debts.
In view of the increasing cost of medical care, it has become costly
to fall sick. Consumers must take better care of their health and
that of their family members. During any medical emergency, it
is advisable for consumers to seek treatment at public hospitals
rather than a private hospital in order to keep medical costs down.
During this challenging period, consumers must not overlook the
need to save at least 10% of their net monthly income and make
an effort to save for an emergency fund of at least 6 months’ worth
of living expenses, inclusive of fixed payments such as housing
loan, car loan, personal loan, rent, insurance premiums, as well
as electricity and water bills. The emergency fund will help to deal
with unexpected situations without causing mental anguish.

Q: AKPK and MFPC have been
working together in some ways
to help Malaysians avoid and
manage debt. What more can
we do together?
MFPC can continue to collaborate with AKPK in promoting
awareness on AKPK’s services and publish AKPK’s articles and
financial tips in the financial 1st magazine.
AKPK and MFPC could provide mutual support for each other’s
financial capability programmes and organise financial exhibitions
and road shows.
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A Moment with MFPC
President
Md Adnan Bin Md Zain

W

e have ushered in the year of the horse. I have learned that
in the Chinese zodiac, this year is a year dedicated to the
wooden horse and the cycle repeats once every sixty years .It is
said that it will bring the will to cope with financial hardships with
the promise of good fortune. The horse also represents a year of
practicality, love, endurance, devotion and stability.

Personal Financial Audit
As financial planners, I am sure at the end of the year you would
have taken stock of your financial well being. We will be glad if we
backed a winning stock in 2013 and invested in the right assets
and property class. In terms of the equity market, Venuzuela was
the best performing market, allowing investors to quintuple their
money in 2013. Closer to home, the Japanese Stock exchange
proved its mantle and its formidable strength was evident whilst
the nation cheered “Abenomics”, a popular plan, named after its
prime minister, Shinzo Abe.

The air of caution on bonds funds for the year going forward
is real as the lackluster performance of the fund in 2013 is an
issue of concern. Indeed, portfolio diversification is crucial. Good
investment ideas can bubble up at many places but the right
professional education like our Registered Financial Planning (RFP)
programme will help ensure that you stand steadfast to protect
your interest and that of your client.
The Malaysian Institute of Economic Research (MIER) is forecasting
a GDP growth of between 5 and 5.5% in 2014. MIER has cautioned
against weakening private domestic spending, which is more
relevant to discretionary spending like new vehicle purchases. As
we are very much aware and starting to feel the pinch, in 2014,
disposable income will be smaller with the impeding cost of living.
There is a rising chorus of reform voices calling the government to
check its moves. Make no mistake however; opportunities abound

I have always propagated equity
funds for those with higher risk
tolerance and mixed or balanced
funds for conservative investors.
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regardless of market sentiments. The World Bank in mid January
raised its forecast for the first time in three years, predicting the
world economy to grow by 3.2%.

Regulatory Changes
The Personal Data Protection Act (PDPA) came into force on 15
February 2014 in our country, the first country in the ASEAN region
to enforce such a law. This is indeed good news for us as we will
have less calls promoting a product or service without us needing
them. You will find an article on the PDPA in the magazine. Banking
and Financial Institutions are data users and the way that they hold
and process data would improve further with the implementation
of the Act.
Rapid urbanization of KL, Penang and the rise of Nusajaya in Johor
has driven property prices beyond the reach of young graduates. In
this regard, and in order to curb speculation, the central bank was
compelled to introduce some cooling measures. This measures we
anticipate will provide some respite for the property market.

MFPC Flagship Events 2014
We at MFPC are celebrating our 10th year anniversary this year,
and we are looking forward to hosting this event as well as three
other flagship events for 2014. During the 10th Anniversary dinner,
we will be launching the Wealth Management & Financial Planning
(JWMDP) journal. JWMFP will encompass a detailed study on issues
relating to financial planning. We have an agreement in place with
AsiaeUniversity(AeU) to allow the public free access to this journal.
The secretariat is also finalizing details of a Research Conference
scheduled to be held after our Annual General Meeting this year.
In line with the objective of going paperless, we will soon have our
financial 1st magazine issued on an e-platform.

On June 11 & 12, we will be hosting the 1st International Forum
on Islamic Wealth Management. Currently, a good amount of
submission of research papers is being received by the Secretariat
for this event. In all, there will be at least 50 presentations of papers.
The forum is expected to provide a good avenue for the sharing of
knowledge on Islamic Wealth Management.

MFPC Advisory Committee
As most of you are aware, our advisory chairperson is YBhg. Dato’
Sri Mustapha Bin Mohamed, Minister of International Trade
& Industry. YBhg. Dato’ Sri recently met us to discuss the future
direction of the Council and we are now in the process of appointing
some new members onto the Advisory Board.

Meeting with BNM
MFPC had a meeting with En Suhaimi Bin Ali, Director of Consumer
and Market Conduct, Bank Negara Malaysia on 8 January 2014. We
presented MFPC’s corporate plan to them and BNM in turn shared
with us their initiatives that they are carrying to promote and
educate the public on financial planning.

Best Wishes and Regards
This year we are set to have a show time with a big global spectacle
in Rio de Janeiro on July 13. In anticipation of the sporting shows,
micro economic indicators are pointing to a mildly strong year
ahead.
As we are approaching the end of the 1st quarter of the year,I
would like to leave you to ponder on this beautiful saying by Mary
Kay Ash “Don’t limit yourself. Many people limit themselves to what
they think they can do. You can go far as your mind lets you. What
you believe, remember, you can achieve.” With that, till the next
issue, happy reading.

Meeting with YB Dato’ Sri Mustapa bin Mohamed, Minister of International Trade & Industry on 2 December 2013
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Personal Data Protection
Act 2010
Ms. Jillian chia yan ping

Partner of Skrine’s Information Technology Practice Group
Advocate and Solicitor

T

he Personal Data Protection Act 2010 (“PDPA”) came into force on 15
November 2013. Several regulations and orders were also issued in
conjunction with the announcement of its enforcement date.
The transitional provisions in the PDPA require a data user (i.e. a person
who processes or authorises or controls the processing of personal data)
who has collected personal data prior to the enforcement of the PDPA,
to comply with the PDPA within three months of the PDPA coming into
operation. Based on a strict interpretation, any personal data collected
after the PDPA came into operation would have to comply with the
requirements of the PDPA.
With the PDPA in force and a short transition period for compliance, a
data user may wish to consider the matters which are discussed below.

AUDIT PERSONAL DATA
An audit of all the personal data (i.e. data which can identify an individual,
such as name, identification numbers, contact numbers and addresses)
should be the first thing in order.
The initial audit should be carried out to weed out the essential data from
the non-essential data, and consideration should be given as to whether
the deletion or destruction of unnecessary data would be possible.

NOTIFICATION AND CONSENT FORMS
Once the initial audit has been completed, a data user should determine
the groups of data subjects, namely the persons to whom the personal
data relate, which require notification. For example, separate notification
forms may be required for customers, suppliers, employees etc. as the
scope of use of the personal data for each group may differ.
It would be advisable for a data user to work closely with its relevant
business groups and legal advisers to determine the contents of the
notification forms. When drafting a notice, the Notice and Choice Principle
in the PDPA sets out a number of requirements which have to be complied
with. These include the purpose of use, the third parties to whom the
data may be disclosed and the contact details for submitting inquiries and
complaints.
Consent for the use and processing of the personal data is also required
from the data subject save where the data user intends to rely on the
exceptions provided in the PDPA, such as where the processing of data
is necessary for the performance of a contract to which the data subject
is a party. When in doubt as to whether the exceptions apply, a data user
should err on the side of caution and obtain consent from the data subject.
With respect to the form of consent acceptable under the PDPA, the
Personal Data Protection Regulations 2013 (“Regulations”) stipulate that
consent must be capable of being recorded and properly maintained by a
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data user. The requirement for the consent to be recorded, if interpreted
conservatively, implies that consent by way of conduct, continued use or
opt-out methods may not be sufficient, as it would not be possible for
the data user to record such consent. However, this would be subject to
the regulator’s interpretation and it remains to be seen whether implied
consent, consent by way of conduct or opt-out consent would be accepted.

ACCESS, CORRECTION, INQUIRIES AND COMPLAINTS
The PDPA imposes an obligation on a data user to provide a data subject
with the right to access and correct his personal data. These rights are
required to be set out in the notice form. It would be advisable for a
data user to appoint a designated officer who is charged with dealing
with access and correction requests or any other matter relating to
personal data. Although the designation of a data protection officer is not
mandatory under the PDPA, from a practical standpoint, a specific person
or department should be appointed as the PDPA imposes strict timelines
within which requests for access and correction are to be complied with.
As complaints from data subjects are likely to be the triggers for
enforcement actions against a data user, adequate procedures should
be put in place to deal with complaints and inquiries. Complaints and
inquiries should be dealt with expeditiously and escalation procedures
should be provided for.

SECURITY MEASURES
The Security Principle under the PDPA requires personal data to be
protected from loss, misuse, modification, unauthorised or accidental
access or disclosure, alteration or destruction. The PDPA also sets out
the factors that should be taken into account when developing security
measures, such as the nature of the personal data, the location where
the data is stored and the security measures to be incorporated into
equipment where the data is stored.
Personal data which are sensitive or critical and which may cause serious
repercussions if lost, disclosed or damaged (such as credit card details,
financial data or health-related information) should be afforded higher
levels of security.
Levels of security placed on data storage equipment and databases
should be looked into, as well as the access granted to personnel within
the organisation. Where possible, access to personal data should be on
a ‘need-to-know’ basis and limited to the extent necessary to perform
obligations. A data user may also consider including a requirement for
personnel who have access to personal data to sign non-disclosure or
confidentiality agreements.
The Regulations require a data user to develop and implement a security
policy in accordance with the security standards issued by the Personal
VOLUME 1/ 2014
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Data Protection Commissioner (“Commissioner”). However no standards
for security have been issued as yet.

institutions, insurance, health, tourism and hospitalities, transportation,
education, direct selling, services, real estate and utilities.

CONTRACTS WITH DATA PROCESSORS

Fees are chargeable for registration and it is envisaged that the registration
is to be valid for 24 months, after which renewal is required.

Where a data user uses a data processor (i.e. a person who processes
data solely on behalf of a data user) to process personal data, the PDPA
requires the data user to obtain sufficient guarantees from the data
processor to protect the personal data. In addition, a data user must
monitor compliance with such guarantees. In practice, this means that
a contract with a data processor (e.g. where information technology or
administrative functions are outsourced to a third party vendor or where
marketing is handled by an external agent) should contain guarantees
that any personal data received will be adequately protected. Preferably,
back-to-back clauses should be incorporated so that the data processor is
bound by the same obligations as the data user under the PDPA.
Storage of data at remote locations or on the cloud storage platform is
commonplace these days. Therefore, a data user should ensure that the
contracts with its storage or cloud providers require the data processor
to protect personal data in accordance with the PDPA and the data user’s
internal security policies.
Audit clauses and provisions granting the right to the data user to monitor
and inspect its data processor’s systems should also be included in the
contracts.
A data user may also consider seeking indemnities in the event its data
processor defaults on its obligations. However, as a breach of the PDPA
attracts not only fines, but possibly, imprisonment, it should be noted that
indemnities will not shield a data user from criminal liability.

RETENTION PERIODS
As the PDPA only permits personal data to be kept for “as long as
necessary”, retention periods should be stipulated for personal data which
are in the data user’s possession. Retaining personal data in accordance
with statutory requirements, such as the income tax retention period or
the limitation period for commencing legal proceedings, would appear to
be acceptable

AWARENESS AND TRAINING
It is imperative that all members of a data user’s organisation are made
aware of the organisation’s obligations under the PDPA.
For example, a data user’s sales force must be aware that collection or use
of personal data without consent and notification could potentially be in
violation of the PDPA. Personnel who are tasked with dealing with data
subjects should be given training on the standard operating procedures
before collecting and using data, for example, by ensuring that the
customer signs off on the consent and notice form and subsequently,
submitting such form to the designated department for safe-keeping.
Although the PDPA does not provide for the reporting of breaches of the
PDPA, it would be good practice for a data user to have an internal breach
reporting system, and to take remedial action immediately upon discovery
of any breach to avoid complaints being lodged with the Commissioner
against the data user.

REGISTRATION AS A DATA USER
A data user who is included in any class of data users listed in the Personal
Data Protection (Class of Data Users) Order 2013 (“Order”) is required to
register with the Personal Data Protection Commission (“Commission”)
within three months from the date that the PDPA came into force.
The classes of data users are: communications, banking and financial
VOLUME 1/ 2014

As the grace period to apply for registration is short, a data user should
submit its application without delay. If a data user falls into more than
one of the classes specified, a separate application has to be filed for each
class.

EXERCISE RESTRAINT
The PDPA requires that personal data be processed only for a purpose
directly relating to the activity of the data user and should not be excessive.
In this regard, the Privacy Commissioner for Personal Data in Hong Kong
recently made a finding that the collection by a fitness centre of copies of
identity cards and full birth date particulars of its members amounted to
“excessive collection of personal data”. The data user has indicated that it
will appeal against the decision.
Aside from the PDPA’s restrictions on data collection, a data user should also
appreciate that the more personal data it holds, the more responsibilities it
will assume in ensuring that the personal data is processed and protected
in accordance with the data protection principles in the PDPA.
Thus, the rule of thumb for a data user is to exercise restraint and collect
only personal data which are necessary for its operations.

RECOMMENDED COMPLIANCE CHECKLIST
44
44
44
44

Audit all personal data to determine which data is essential
Prepare notification and consent forms, if required
Keep a list of third party disclosures
Implement processes and mechanisms to deal with access
and correction requests
44 Establish standard operating procedures to deal with inquiries
and complaints
44 Evaluate security measures
oo impose higher levels of security for sensitive 		
		
or critical personal data
oo

grant access only on a ‘need-to-know’ basis

oo
		

require personnel handling personal data to 		
sign confidentiality agreement

oo

develop a security policy

44 Review contracts with data processors
oo ensure they provide sufficient guarantees 		
		
for security of personal data
oo
		

include back–to-back provisions and 			
indemnities

oo
		

include right to audit, monitor and inspect 		
their systems

44 Establish retention periods for personal data and destroy data
after expiration of retention period
44 Instil awareness and provide training for all members
in the organisation
44 Refrain from collecting data unnecessarily
44 Register with Commissioner if necessary
“This Article was first published in Issue 4/2013 of Legal Insights, a Skrine
Newsletter, incorporating some further amendments. Reproduced with
permission of Skrine.”
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6 Top Habits to Beat
Rising Costs
MK CHan

Chartered Financial Consultant
director FA Advisory

“W

hat goes up must come down.” When Sir Isaac Newton
said this, the cost of living was clearly not on his mind.

Malaysians can be forgiven for whirling in a daze after an avalanche
of price hikes. Following the cut in fuel subsidy and the elimination
of sugar subsidy, daily necessities like transportation, electricity,
food and beverages are costing more than ever before.
And a Goods & Services Tax (“GST”) could be around the corner.
Faced with a chronic budget deficit situation that could cripple the
country if left unaddressed, the government cannot but reduce
their funds outflow (via subsidy reduction, etc) and increase their
inflow (via GST, etc). These actions ultimately cascade down to the
individuals living in the country.
Even if our finances can absorb the current increases, it may be
advisable to take stock of our inflows and outflows and brace
ourselves for unforeseen events. Whether we are currently coping
well, barely coping or not coping at all, our future remains at stake.

What should we do?
The rising cost of living is deaf to complaints. We will have to deal
with rising costs with real action - action that directly affects our
finances and ability to live well in the face of inflation.
Unless we have the financial cushion to absorb the higher prices,
some re-adjustment, if not a full overhaul, is necessary. We are
not talking about a one-off re-adjustment, which is in itself already
quite painful for most, but a re-adjustment of habits.

Habits?
Yes, habits. Higher prices are here to stay, and prices are most likely
to climb further. Whether they do so gradually is another matter. In
other words, battling inflation is a never-ending endeavour. Habits
are entrenched behaviour. Habits and overcoming inflation operate
on the same time horizon – the long term. Perfect.
Now let’s take a look at some habits that require tweaking.

1. Do you habitually spend more than you earn?
Wealth is a net position. It is the excess of inflows over outflows.
Inflows accumulate. Outflows deplete.
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We accumulate wealth when we spend less than we earn, so
managing our spending is crucial. Here are some ways we can
approach this:
•
•
•
•

Re-look what are considered to be necessities and luxuries.
Some reclassification may be in order on a regular basis.
Spend on necessities and rein in discretionary purchases.
Control urges to make impulse purchases.
Go for value-for-money options, not the cheapest options. This
could have a bearing on future expenditure such as repair and
maintenance.

2. Are you on the branded product bandwagon,
or busy keeping up with the Joneses?
Envy and desire are powerful human emotions. Brand-driven
organisations play these cards to the hilt. Using celebrities and
other social influencers to tempt consumers is an age-old tactic that
preys on these basic human emotions.
These same emotions are triggered when we see someone with
something we are conditioned to covet. When we buy something
to match what we see others want or have, we are literally “paying
for it” – all puns intended. The satisfaction from flaunting may be
real, but the damage to our finances is also real. Unfortunately, the
effect of the former may not last as long as the latter.
What are physiological requirements, and what are good to have?
Ultimately, we have to manage our desires and control our envy.
This could be a daily struggle for some of us, but we would all be
better off for it in the climate of rising costs.

3. Are you habitually in debt?
Different schools of thought exist on debt. Some see it as the root
of evils. Some see it as necessary. We have to decide for ourselves
how we stand on each item of debt we take on, such as housing
loans, car loans, credit card rollover, leveraged investments, etc.
• Are we over-borrowing to fund speculative ventures with
reckless disregard?
• How much debt are we in? How long do we need to clear the
debt?
• How much interest are we paying regularly? How can we
reduce it?
• Are we rolling over credit card balances unnecessarily? Are we
incurring unnecessary debt?

VOLUME 1/ 2014

6 top habits to beat rising costs | m one y m a na g emen t

•

Are we incurring unnecessary interest and late payment
penalties?

With the proliferation of speculative opportunities, tempting loans
and credit card advertisements, perhaps one can say the debt
monster beckons from every corner. Managing our debt level and
interest payments would add up to the total effort to cope with
inflation.

4. Is saving a habitual priority?
Do we spend first and save what we have left? Or do we save first
and spend what we have left?
The order of priority has a deceptively imperceptible impact on
our daily lives, but the effect will snowball in the long run. Some
time in the future, we would either kick ourselves or congratulate
ourselves for the things we do now and the habits we have now.
If we choose to spend first, we may get a rude shock when we
realise there isn’t anything left in the kitty. The effect is clearly
worse if this happens when income is lean or non-existent.
If we choose to save first and control our spending, we will have,
in times of low income or no income, a reserve to fall back on. We
may question the purpose as we grudgingly put aside money on
a regular basis, but like a fire extinguisher, it could save our lives
when we least expect it.
Balancing our current spending with future spending is a tough act
to execute, especially if our spending level is as high as our income
level, if not higher.
If we rely on the excuse that we are too busy coping with the
present to think about the future, we could be pulling wool over
our own eyes. The future is closer than we think. The future
starts the next moment, and anything can happen. A sudden fall,
a sudden diagnosis, a sudden call for help from a loved one – all
these require a robust financial cushion if we still hope to remain
standing thereafter.

5. Are you habitually exposing yourself to risks
you can transfer away?
Ask anyone seeking medical attention in a hospital’s accident and
emergency department if they expected to end up there. Chances
are, most, if not all, will reply in the negative.
Some big ticket emergencies are simply too big to save up for. They
are normally beyond the financial capability of an ordinary person
to cope with. Besides medical attention for major illnesses and
accidents, property damage and loss, professional and personal
liability are some key risks we may unwittingly take on ourselves if
they are not insured for.
Use insurance intelligently to maintain emergency funds. Transfer
the risk of coughing up a big sum of money to the insurance
companies so that we have more funds to cope with inflation.
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6. Is seeking financial advice a habitual
priority?
Unit trusts, regular savings plans, insurance, Private Retirement
Scheme (PRS) – these answers to financial health could overwhelm
the best of us. It would be a shame if we were turned away by their
complexity.
The financial product landscape could be mired in landmines for
the unsuspecting. For example, we could mistakenly commit into
one product when there is something else more suitable for us out
there that we don’t know of. Moreover, the terrain changes with
our life phases and with time.
Our best bet is to work with a financial adviser to sort out the
financial solutions on a regular basis – make it a habit, in fact. Apart
from being able to incorporate inflation into our financial plans, a
financial adviser knows where to tread and how to guide us out of
the perplexing maze.
For example, retirement must be financed. Unless we look forward
to retirement on a shoestring or less, we would be better off
preparing for it early with thorough financial planning through the
use of an appropriate blend of insurance, savings, PRS, investments
and other means. Relying on EPF is risky, as withdrawals for
education, medical attention and housing loans will take their toll
on the EPF balance, which may leave us gaping in shock when we
turn to it when we retire.
With inflation, higher chances of medical attention, reduced or
eliminated income, old age poverty are real consequences of
procrastination and not seeking financial advice.

Let’s Get it Going
Higher prices are here, and they will creep upwards steadily. We can
watch them erode our finances and ability to spend, or we can deal
with them on an ongoing basis, starting now.
The government is balancing their finances to avoid a worse
eventuality from coming to pass. It’s time we balanced ours for the
same reason.
If we have difficulty dealing with the present, the future could be
worse for us. The cost of living will be higher. By the time we retire,
we may have nothing to look forward to.
Don’t take comfort or offence in others not putting their acts
together. What matters is that you put your act together - now. It
will not be easy, but ultimately, you will reap the rewards of your
positive efforts. Look at your achievements and level of comfort
today. Are they not the fruit of your past toil, tears and sweat?
By the same token, your future depends on what you do, not what
you can do.
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FSA 2013 and The IFSA 2013
– An Overview
K.KARUNAMOORTHY

B.Sc. (U.Mal), LL.B (Hons) (Lond), CLP AMII, ACII (Lond), CFP, FChFP, RFP, Shariah RFP

T

he Financial Services Act 2013 (FSA) and the Islamic Financial
Services Act 2013 Act (ISFA) came into effect on 30 June 2013
and effectively repealed the following legislations:
1. The Insurance Act 1996
2. The Banking and Financial Institutions Act 1989
3. The Exchange Control Act 1953
4. The Payment Systems Act 2003.
5. The Takaful Act 1984
6. The Islamic Banking Act 1983
The enactments of the FSA and the IFSA are in line with Bank Negara
Malaysia’s (BNM) Financial Sector Blueprint 2011-2020. The two
Acts may be very generally described as “mirror-images” of each
other except for the specific areas which are relevant to Islamic
Financial Institutions and related matters. The IFSA therefore
focuses on Shariah compliance and governance in the Islamic
financial sector. Both these Acts cover Malaysia’s financial sector,
encompassing the banking system, the insurance sector, financial
markets, payment systems and other financial intermediaries. The
principal regulatory objectives are to promote financial stability and
in pursuing this objective, BNM as the regulator shall, as stipulated
in the Acts:
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a. foster
i.
the safety and soundness of the financial system;
ii.
the integrity and orderly functioning of the money market
and foreign exchange market;
iii.
safe, efficient and reliable payment systems and payment
instruments; and
iv.
fair, responsible and professional business conduct of
financial institutions; and
b. strive to protect the interest of consumers of financial services and
products.

The Acts empower BNM with the necessary regulatory and
supervisory powers to fulfil its overall main responsibility in an
increasingly complex environment, considering the global nature of
financial development. In line with global prudential requirements,
BNM can now specify standards and requirements relating to
several aspects of good corporate governance including capital
adequacy, liquidity, risk management, maintenance of reserve
funds and insurance funds. Standards of business conduct and
codes for the purposes of developing and maintaining orderly
conditions of the money and foreign exchange markets may also be
specified. The requirements are also intended to prevent financial
institutions from being used for criminal activities.
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A significant and important feature of these two legislations is
the formal recognition of financial holding groups or companies
(FHCs), for the purposes of regulation and supervision. BNM is now
empowered to exercise “oversight” over financial holding companies
for promoting the safety of any member of the group which is
an authorized person licensed to carry on banking, insurance or
investment business. The prudential standards of good governance
in all aspects, as prescribed in the Acts, will now also apply to FHCs.
Such companies were outside the oversight of BNM in the past.
Furthermore, BNM may also specify prudential standards for other
subsidiaries of such FHCs. The Acts provide extensive powers to
BNM to issue “directions” to FHCs, their subsidiaries and officers.
Directors and chief executive officers who are no longer deemed
to be fulfilling the requirements of being “fit and proper”, or who
have failed to comply with the requirements of the Acts or specific
directions by BNM or an enforceable undertaking given to and
accepted by BNM, may be removed.
The Acts also prescribe a limitation of shareholding and the main
provisions are as follows:

a licensed institution shall submit an application to BNM to be
approved as an FHC.
To promote the long- term health of the insurance and takaful
industry and to reflect global best practices, the following has been
declared in the Acts: a licensed insurer shall not carry on both
life insurance and general insurance business. Similarly, a takaful
operator shall not carry on both family takaful and general takaful
business. These rules are to be implemented within the 5- year
period of the Acts coming to force, unless extended by the Minister
of Finance.
Other significant features of the Acts which are noteworthy and
which will not be dealt with for the purposes of this article are as
follows:
a. Requirements of FHCs
b. Auditor’s reporting obligations
c. Pre-emptive measures to deal with issues of concern within
financial institutions.
d. Emphasis on consumer protection and business conduct.

a. No person shall hold 5% or more interest in shares of a licensed
person without prior BNM approval.

e. Illegal deposit –taking and advertisement for deposits.

b. An individual shall hold no more than 10% of interest in shares of a
licensed person.

g. Severe penalties of fines and imprisonment of offenders.

These requirements will not apply to existing shareholders who
were not required to obtain approval under the previous, respective
Acts or had obtained approval prior to 30 June 2013. Such existing
shareholders are also exempted from these requirements provided
they had submitted the documents or information as specified by
BNM before 31 December 2013. To further strengthen effective
risk governance over the business activities of financial groups
and to prevent risks to the soundness of financial institutions, any
company which holds an aggregate interest of more than 50% in

VOLUME 1/ 2014

f.

Restriction on the use of certain words.

As can be clearly observed, the Acts have a long term objective of
creating a strong financial environment for the healthy development
of the financial sector and related activities in Malaysia. These
two legislations have considered the weaknesses of the financial
institutions both locally and in developed markets, and seek to
prevent possible failures in the sector which would severely affect
the nation at large and the individual member of the public. The
measures required may be seem to be stringent or even harsh
from a business or entrepreneurial perspective, but in the modern
world, such measures are deemed most necessary.
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PENANG CHAPTER- SEMINAR 27 Jan 2014
“Overcoming the Impact of Inflation
and Financial Crisis”

M

FPC organised a seminar on Overcoming the Impact of
Inflation and Financial Crisis in collaboration with CHK
Consultancy Sdn Bhd, on 27 January 2014.
The seminar was organised to disseminate industry up-dates to
financial practitioners and consumers due to the imminent risk of
inflation with the forecast increase in the prices of commodities
and services in 2014.
The seminar discussed, among other topics, the latest economic
outlook and how major macroeconomic variables have a bearing on
Consumer Price Index (CPI). A section of the seminar also addressed
the risk of “A Housing Bubble in Malaysia”. The seminar provided
a comprehensive analysis of inflation and further knowledge and
understanding of the factors that contribute to inflation.

Bak Tee, Chief Executive Director GUH Holdings Berhad; Dr Ch’ng
Huck Khoon, Chief Executive Officer, CHK Consultancy Sdn Bhd; and
Dr Chai Kon Lim, Secretary General, Malaysian Financial Planning
Council.
The seminar was attended by 70 financial planners mostly from the
northern region. Feedback from the participants was encouraging.
Eric Pui said “The course gave a rich insight into the impact of
inflation and the financial aspect of a housing bubble.”

Participants were awarded 10 Continuing Professional Education
(CPE) points by SIDC, 8 Continuing Professional Development
(CPD) points by MFPC and 7 CPD points by FIMM (Federation
of Investment Managers Malaysia) and LIAM (Life Insurance
Association of Malaysia) which is relevant to their professional
development needs.
There four speakers at the seminar were each subject experts in
their own field. They were Dato’ Jerry Chan Fook Sing, Managing
Director Asas Dunia Berhad & Chairman of Penang Real Estate
and Housing Developers Association(REHDA); Dato Kenneth H’ng

Penang Chapter 2013 – 2015 Installation Ceremony.
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Chairman

Dr Chai Kon Lim

Deputy Chairman

Dr Ch'ng Huck Khoon

Treasurer

Mr Koeh Chee Guan

Secretary

Ms Ong Boon Hee

Committee

Dato Hng Bak Tee

Committee

Mr Charles Tan Swee Choon

Seminar on Overcoming the Impact of Inflation and Financial Crisis appreciation to Dato Kenneth H’ng Bak Tee,
Dato’ Jerry Chan Fook Sing, Ms Chung Kar Yin, Dr Ch’ng Huck Khoon, Dr Chai Kon Lim
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MFPC Activities
shariah rfp capstone classes KL
(22, 23, 24, 29, 30, 31 October 2014)

rfp capstone classes kl
(11, 12, 13, 18, 19, 20 october 2014)
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Financial Planning Workshops for Universities
Financial Planning Workshops and Educational Visits to MFPC
International College Kuala Lumpur
(INTI) (14 November 2013)

Universiti utara malaysia (13 december 2013)

Universiti tenaga nasional (uniten) MUADAZAM SHAH (20 december 2013)

Uin10 Financial Symposium and Financial Planning Workshop conducted with MPFC

PUBLIC Financial Planning Workshops
Institut penyiaran dan penerangan tun
abdul razak (IPPTAR) Workshop
(13-14 February 2014)
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Institut KWSP - Financial planning
worskhop 2 (10-11 february 2014)
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Takaful Models:
Mudharabah and Wakalah
source:

Bank Negara Malaysia

Takaful Models

Mudharabah Model

There are 3 models and several variations on how takaful can be
implemented
1. Mudharabah (profit sharing) Model
2. Wakalah (agency) Model
3. Combination of both

Participant

Contributions

The takaful operator is the administrator of the fund and manages
the fund in trust on behalf of the participants, and the contract
between participants and the operator is governed under the
contract of Mudharabah or Wakalah.

Wakalah Model

Operating Expenses

Wakalah Fees

Investment Profit

- Retakaful
- Reserves Add
- Investment Profit

Surplus/Deficit

Shareholder’s
Fund

- Reserves Add
- Investment Profit

Surplus/Deficit

Interest-free loan
Outright transfer

Participant
Special Account
Less
- Claims

To rectify deficit:
Operating
Expenses

Investment Profit

To rectify deficit:

Participant

Participant
Account

Less
- Claims
- Retakaful

Participant Account

Shareholder’s Fund

Contributions

Participant
Special Account

Interest-free loan
Outright transfer

Under the mudharabah contract, the takaful operator acts as
a mudharib (entrepreneur) and the participants as rabbul mal
(capital providers). The contract specifies how the surplus from the
takaful operations is to be shared between the takaful operator and
the participants. Losses are borne by the participants as the capital
providers. However, to protect the interest of the participants, the
takaful operator is required to observe prudential rules including
provision of financing rate-free loans by the operator to the takaful
risk funds in the event that there is a deficiency in the takaful risk
funds. n

The wakalah concept is essentially an agent-principal relationship,
where the takaful operator acts as an agent on behalf of the
participants and earns a fee for services rendered. The fee can be
a fixed amount or based on an agreed ratio of investment profit or
surplus of the takaful funds.
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I

nvestment planning is one of the vital components in financial
planning, for current planning and future planning. With the
numerous and varied investment products and services offered
today, how many of these investments really bring you satisfactory
returns? Therefore, investment planning plays an essential role in
accumulating your wealth in order for you to achieve your financial
independence, especially when you reach your retirement age.
A lot of people do not know how to do investment; at the same
time, there are also a lot of investors who do not know how to do
investment planning. Which group do you belong to? Undeniably,
investment planning does not aim to make you become super rich;
conversely, it is a strategy to execute your money effectively and
efficiently, indirectly increasing your returns and reducing your
exposure to risk.
In investment planning, how to execute your money effectively
and efficiently becomes more critical today. This needs in-depth
knowledge and it consumes lots of time to explore. It is so simple
to conduct any investment by listening to somebody else but
the reason why we need to invest in a particular investment is a
challenge; it must be justifiable and rational. For example, we
have one thousand investments around the world. You select and
invest in 50 investments instead of 1000 investments. Why only
50 investments and not 1000 investments? Surely, your decision is
affected by many hidden factors that you do not know of, and one
of the factors to influence your decision is fundamental analysis.
Does fundamental analysis sound familiar to you? Or you have
never heard of it? Or you knew about it but have forgotten?
Fundamental analysis is a popular mechanism used by security
analysts and it remains the best and a common approach in the
investment industry.
What is fundamental analysis and why is it so unique? Fundamental
analysis is a sophisticated analysis that involves economic, industry
and company study (top down approach or bottom up approach)
to estimate a company’s intrinsic value by using different financial
variables at the company level. From time to time, the result of
a company’s intrinsic value is compared with the current market
price to aid in investment planning and decision making.

24

| Malaysian Financial Planning Council (MFPC) / financial 1st

First and foremost, let’s understand some of the basics of
fundamental analysis. What is “current market price”? The current
market prices are reflected in daily stock market trading and logically
the prices will be reflected below (undervalue), above (overvalue)
or be the same as (neutral) the intrinsic value. It is difficult for the
market price value to be the same as a company’s intrinsic value at
all times, unless the market is a perfect market. What drives the
difference between current market price and intrinsic value? The
most significant factors are demand (dd) and supply (ss).
Current market price = f
(dd & ss)
Current market price = dd
(rational factor & irrational factor)
Current market price = dd
(fundamental & non-fundamental)
Current market price = dd
(non-sentiment & sentiment)
Let me use SP Setia shares as an example. The current market price
of SP Setia is the function of demand and supply. The total supply
of SP Setia shares has no change; it will remain the same at all the
times unless the capital structures of SP Setia change. Therefore,
the current market price of SP Setia depends solely on the demand
such as the true demand from investors and the artificial demand
from speculators. If the artificial demand from speculators for
SP Setia shares is very high, the probability of the SP Setia share
price not reflecting its intrinsic value is significant (undervalue or
overvalue) but the gap will be wider. In future, the SP Setia share
price will move closer to the intrinsic value (equilibrium) through
market adjustments, and this exactly explains the Security Market
Line (SML). By now, you should get the idea, right?
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To understand and calculate the intrinsic value of an equity price
is the most challenging and essential task in fundamental analysis.
The measurement requires some assumptions to forecast the
future price without being biased and it is generally based on a
few methods, and the most frequently used are the discounted
cash flow (DCF) method for long term evaluation and the price-to
earnings ratio (P/E ratio) for short term evaluation. Which method
do you think is the best method for analysis? And which method is
the most effective and adopted by security analysts?

Discounted Cash Flow (DCF)
The Discounted Cash Flow (DCF) long term valuation approach
estimates the value of common equity by taking into consideration
the time value of money concept for the present value of all future
cash flows that the investor expects to receive from the expected
dividend payment and capital gain for a particular security. It is
based on the company’s ability to generate earnings, the expected
growth rate of earnings, and the level of risk associated with the
company’s line of business.

analysis. Remember, we have constraints in conducting fundamental
analysis and we are able to solve the problems through our
expectations and experiences.

Scenario 1
We can easily download fundamental analysis reports from
investment firms’ websites and basically they will show you the
recommendations made by them whether to buy, trading buy, hold,
neutral, sell or trading sell. The recommendations made are have
the disclaimer “only for references purposes” and you should take
your own responsibilities. These are a few guidelines for investors as
to how you can analyse and utilize these reports to make a decision:
Step 1: Download all the reports daily and save them according to
industries in alphabetical order only.
Step 2: Read all the recommendations suggested by the analysts,
regardless of whether they are to sell or to buy.
Step 3: Concentrate on the buy if you have the intention to look for
some potential investment or concentrate on the sell if you
have the intention to quit.
Step 4: For a buy decision, look at the percentage change from the
current market price with the target price, then minus your
expected standard error possibility made by the investment
firm; the higher the percentage change, the better with
more opportunities.

Price-to-Earnings Ratio (P/E ratio)
The Price-to-Earnings Ratio (P/E ratio) short term approach
estimates the value of the particular security from the use of
market price multiples with its earning price per share of publicly
traded companies.
The methods look simple but they bring some limitations and
constraints to investors. For example, investors are unable to access
the financial data in a short period, do not have advanced technology
to assist in the compilation of data, their basic knowledge is not
strong enough to make assumptions and they consume a lot of
time, money, and energy. All these will cause investors’ inability to
beat the market even with the available information. On the other
hand, an investment firm has sufficient resources to produce timely
and consistent fundamental analysis reports on a daily basis. That is
why we never hear investors talk about fundamental analysis, but
this can be solved with applied fundamental analysis.
What is applied fundamental analysis? The financial market today
is more transparent than previously; information is distributed
more fairly and is efficiently available to the public. Are you aware
that we can obtain a company’s security report produced by wellestablished investment firms easily and without any charges?
The availability of these daily timely and consistent fundamental
analysis reports is a benefit to the public. Investors can access
the reports and make use of the reports together with their
own expectations and experiences. Therefore, we can avoid the
complicated economic, industry, and company study and the
process called Applied Fundamental Analysis.

Step 5: If you have more than one report from different investment
firms analysing the same share but with different opinions,
do not feel nervous or panic; this is the best time to observe
which firm is more reliable and accurate.
Step 6: Vice versa for the sell decision.

Scenario 2
Let me take A share and B share as an example. Their core business
is plantation. The share price of A is about RM22.00 and B’s is about
RM9.40. When some comparisons are made between A and B in
terms of business diversification, profit, financial position, cash
flows, branches and the plantation areas, B is undoubtedly better
than A. What drives the big difference between these two share
prices? Which share do you think is more profitable and investable
for the long term? Remember not all investors can afford to buy A
because the share price is very expensive.

Scenario 3
Let’s take a look at some shares you should pay more attention to.
I still remember a well-known company reporting its 2nd quarter
with a profit reduction of 60% compared with the quarter before,
and the impact of course was that its share price went down
significantly. Subsequently, how you justify that the 3rd quarter’s
profit suddenly jumped up to a 90% increase compared with the 2nd
quarter and the share price shooting up significantly? This happens
sometimes and is nothing special but referring back to the

I would now like provide some scenarios using applied fundamental
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fundamental analysis, this seems like someone is controlling this
behind the scenes for certain objectives or aims. Who knows for
sure?

or the previous year’s performance. It is a more traditional way
but at least it will help investors who do not know much about the
evaluation of a particular investment.

Scenario 4

Scenario 6

One of the strategies used by many companies is to split over their
shares in order to increase the number of shares in circulation but
the percentage of holding still remains unchanged. In addition, the
price of the shares has an inverse relationship with the number of
shares; therefore, the share price will decrease according to split
ratio. Is this good or not for investors? Why do companies do so?
What is the purpose? Is it good or not for the future?

A well-established company of last year’s share price reported
the highest at RM1.00 and lowest at RM0.55, but now it is about
RM0.60. If you are the shareholder, you may sell off the share due
to the uncertainty or poor performance of the share price. Here is
the interesting part. The founder of the company keeps on buying
the shares when the share price hits the lowest every time. Why?
Basically, there are two reasons. First, the founder tries to create
the demand and push up the share price. Second, the founder is
very smart to buy at a low price and hold it because he knows the
future of the company and is confident the share price will go up
later. Which do you think is more believable?

Actually, based on fundamental analysis, there is no difference
whether the shares are split or not- these are all sentimental issues
from the investors. When the split of share is imposed, first, the
share price will decrease and investors can afford to buy with the
so-called cheaper price than before the split. Second, the demand
of the share will increase due to the cheaper price.

Scenario 5
Fundamental analysis basically focuses on the comparison between
the intrinsic value and the current market price of the company.
It is good if you can identify a benchmark to represent the entire
industry and compare with other companies in the same industry
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In conclusion, the scenarios above happen every day and these
are just some alternatives for investors to analyse based on
fundamental analysis but the six proper ways of thinking and the
right attitudes to invest I mentioned earlier are very important as
well. Nevertheless, fundamental analysis and applied fundamental
analysis are both helpful in your investment planning.
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T

here’s been much in the news and a number of surveys have
revealed that the majority of Malaysians are not financially
ready for retirement. This has arisen from the fear of the threat
of inflation ensuing from the continuing escalation in the cost of living,
which will become the driving factor for the next financial crisis which
is already in the making. Although a lot of efforts have been made to
create public awareness regarding this, in my humble opinion, these are
not enough. We need to wake up and realise, as a matter of survival,
how important retirement planning is to each individual. The level
of financial literacy in Malaysian society needs to be raised. More
awareness programmes should be planned and organised. Well, this
problem is not only prevalent in Malaysia but is also a major concern in
other developing nations around the globe as well.
I shall begin with the question as to what your plan is to overcome
this situation. I would like to term the situation as ‘retirement deficit’.
Are your savings in the Employees Provident Fund (EPF) sufficient for
your future needs? Do you have enough resources to mitigate the
effects of inflation? Only you can provide the answer. I strongly believe
there are opportunities for the general public to supplement any
shortcomings. You should start to plan by identifying your needs and
goals 20 to 30 years from now to post retirement period. Once the data
has been gathered and analysed, there are various options available
to complement your EPF savings, such as Private Retirement Schemes
(PRS), Unit Trust Funds, Annuity Plans, the Share Market and others.
I’m writing here specifically to discuss the importance of having a share
investment portfolio in your retirement plan plus how to execute its
investment strategy.

Importance of Strategic Planning
The Holy Quran teaches Muslims the importance of planning in their
affairs. It is the law of Allah.
Why is it important to have some allocation of share investment in your
retirement plan? The general perception of the public is that it would
be risky. Well, it all depends on how you approach share investing. The
idea of investing in shares is to enable the value of your shareholdings
in a company to grow and at the same time to benefit from the
expertise of specialised professionals running its operation without your
involvement. In my opinion, the low risk strategy for share investment is
to apply value investing.
What is value investing? Value investing is an investing principle taught
by Benjamin Graham of Columbia Business School, New York, which
was later applied by his student Warren Buffett who is currently ranked
among the top four in the list of wealthiest persons in the world. His
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methodology of share investing is based on fundamental information
and valuation of the company that he invests in. His famous advice to
the public regarding investment is to look at it as a business.
As a Muslim, understanding the concept of investing is the fundamental
foundation that one should acquire. The general idea of wealth
accumulation in Islam is for the future economic well being of the
ummah. Therefore, it is important for a Muslim to manage their money
by spending or investing based on the Shariah of Allah in order to build
wealth and use this wealth to contribute to society.
Investing in the share market (also known as the equity market) means
a proportion of your excess cash is channelled to a project(s) or business
(es) carried out by a public listed company through the exchange
market. It also provides many benefits to investors such as direct
exposure to the fundamental information on the selected companies,
industries or sectors, their operation mechanism and their nature of
business. Other benefits include exposure to the management team,
financial health, risk management, compounding effect and valuation
of your investment. Having and applying this knowledge is essential
before making any decision to invest your money in the market. What’s
important here is that share investment needs must be objective and
not governed by greed.

The Importance of Beliefs and Mindset
(Objective)
“Those who believe, and whose hearts find assurance (and peace) in
the remembrance of Allah. For, in the remembrance of Allah, hearts
find assurance (and peace).” (Quran, Al-Ra’ad, verse 28)
“... and whoever believes in Allah, (Allah) guides his heart.”
(Quran, Al-Taghabun, verse 11)
We need to look at the history of the exchange market. What is the
real objective of these exchanges around the globe? Why do all these
listed companies want to be listed in the first place? I can share with
you that one of the main reasons is the fact that it serves as a platform
for these companies to raise capital. It is low cost capital compared
to other sources of funding such as bank loans or venture capitalists.
Therefore, as an investor who provides some sort of additional capital
to these companies in exchange for shares, you need to find out
whether the company that you’d chose to invest in has met the criteria
to be sustainable in the future, just like a bank assesses you whenever
you apply for a mortgages from them for your home financing.
The bank will check your income sources, monthly commitments,
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your outstanding liabilities and in some cases your list of assets to
quantify your net worth to ensure you qualify for the financing. I
strongly encourage you to carry the same methodology on your
chosen company before putting your money in because the financial
information such as cash flow statement, income statement and
balance sheet are available to the public to analyse and, furthermore,
they have been audited. If you can’t find any company that has met
your requirement, don’t risk your hard-earned money just for the sake
of investing.
You need to adopt a mindset that buying shares is like owning a business.
Therefore, you should understand the company’s business model, their
management style and their current and future plan in order to identify
a good, well-managed company. Islam recognises lawful business as an
act of ibadah (worship) and normally behind every successful business
is persistent hard work with sincere efforts.
In general, a good quality company will generate higher profit which
will later increase the value of the company and indirectly shareholders’
wealth. Value hunters will queue up to buy the shares of such a company,
thus further pushing up their share price.

The Importance of Knowledge
Islam encourages the seeking knowledge and not ignorance. Many
people make losses in the share market due to ignorance of significant
information provided because of their approach to the share market
is similar to gambling and some tend to react emotionally towards the
movement of share price.
Once you have understood the nature of the business and the people
who run the business, you need to identify the risks involved and what
measures can be taken in order to manage these risks.
As stated in the Quran, An-Nisa, verse 162, “But those of them
who are firm in knowledge, as well as the believers, they believe in
what was sent down to you and what was sent down before you;
and those who uphold the communion, and those who contribute
towards betterment, and those who believe in God and the Last Day;
to these We will give them their reward greatly.”

The Importance of Risk Management
Risk is something that you can’t avoid. There’s always a risk factor
associated with the decision making process whether in business,
investment or life. Although risk is uncertain, it can be identified,
measured and managed. There are several tools that you can utilise to
indicate and measure risk management efficiency.
Management of risk can involve using qualitative models and
quantitative aspects of financial analysis. You can apply qualitative
models such as a SWOT analysis to determine the strengths, weaknesses,
opportunities and threats of your chosen company. It also acts as a tool
to identify operating risks in the key areas of its environment which
includes product, supply, demand, production and collection. You can
also use quantitative analysis to focus on critical assessment of financial
statements and the importance of using financial ratio effectively. These
involve analysing the company’s incomes, expenses, assets and liabilities
to gain insight into a company’s future performance. It will assist you to
measures the key factors of the company’s financial health such as its
solvency, gearing, debt service, asset management and profitability. For
example, you can measure its management efficiency by using Return
on Equity (ROE) ratio in finding consistency for the past 5 years at least.
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“For seven consecutive years, you shall sow as usual and that (the
harvest) which you reap you shall leave it in ears, (all) - except a
little of it which you may eat. Then will come after that, seven hard
(years), which will devour what you have laid by in advance for them,
(all) except a little of that which you have guarded (stored).”(Quran,
Yusuf, verse 47-48)

The Power of Compounding
“The likeness of those who spend their wealth in the Way of Allâh,
is as the likeness of a grain (of corn); it grows seven ears, and each
ear has a hundred grains. Allâh gives manifold increase to whom He
wills. And Allâh is All-Sufficient for His creatures’ needs, All-Knower.”
(Quran, Al-Baqara, verse 261)
Warren Buffet clearly understands the power of compounding. He
knows that as long as the share that he holds has good fundamentals
and values, the longer he holds onto the share, the better is the
compounding effect as it reflects on his shares’ worth. Even the famous
scientist, Albert Einstein is said to have stated, “Compound interest is
the greatest mathematical discovery of all time.”
“And the likeness of those who spend their wealth seeking Allâh’s
Pleasure while they in their ownselves are sure and certain that Allâh
will reward them (for their spending in His Cause), is the likeness of
a garden on a height; heavy rain falls on it and it doubles its yield
of harvest. And if it does not receive heavy rain, light rain suffices
it. And Allâh is All-Seer of (knows well) what you do.” (Quran, AlBaqara, verse 265)

Value of Judgement
Say, “Is there any one from your associate-gods who guides to the
truth?” Say, “Allah guides to the truth. Is, then, He who guides to the
truth more worthy of being obeyed, or he who has no guidance at
all unless he is guided (by someone else)? So, what has happened to
you? How do you judge things?” (Quran, Yunus, verse 35)
There are many valuation models available when it comes to valuing
a company’s share but none of them is best suited for every situation.
It is important to determine whether the share price is overvalued,
undervalued or fair valued. The most commonly used are financial
ratios such as Price-to-Earnings (PE) Ratio, Price-to-Book (PB) Ratio and
Price/Earnings to Growth (PEG) Ratio where you make a comparison
with other companies within the same industry. You can also use other
popular methods like Discounted Cash Flow Model or Dividend Discount
Model to find the true intrinsic value of a company with a combination
of 30% to 50% margin of safety in place.

Conclusion
Ultimately, your retirement plan that has exposure into a well-diversified
share investment portfolio will benefit in the long run. It also depends
on your investment objective, life expectancy and your risk tolerance.
Once all the criteria mentioned have been fulfilled, the path will be
clearer for you to make a reasonable judgement. Be patient and let
them grow as its future will reward you handsomely, insya’Allah.
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Common Investment
Mistakes
securities industry development corporation (sidc)
“If you don’t make mistakes, you can’t make decisions”- Warren Buffett

W

hether you are a newbie or an experienced investor, you
would probably have made a few mistakes in your investment
lifetime. If you were lucky, the mistake didn’t cost you much. But if
you were unlucky, you might have made some huge losses.
This handy “Common Investment Mistakes” leaflet has been
produced to help you avoid making costly investment mistakes.
After reading it, you as an investor will be able to identify the most
common mistakes investors make, as well as define how and why
the mistakes are made and their consequences.
Equip yourself with knowledge about the most common investment
mistakes so that it will become easier for you to spot them, make
informed investment decisions and minimise your chances of
making an investment mistake!
Mistake No 1: Planning to fail (by failing to plan)
Unfortunately, many investors frequently fail to plan
before investing. Here are some important questions
that you may want to consider when planning to invest:
What are your goals and objectives for this investment?
Define what you want to accomplish. Accumulating
RM50,000 for your son’s university fee or RM500,000
as part of your retirement plan are clear goals. Trying
to beat the stock market all the time is not a goal.
What is your risk appetite? Define your risk profile.
If you are approaching 40 years of age and still saving for
retirement, investment volatility is probably not for you. If you
are in your early 20s, you could probably afford to take on a bit
more risk. Your appetite for risk and risk profile, coupled with
other factors that influence them such as age and capital, will
help you decide what investment to choose. Remember, each
investor is different, so choose carefully and don’t let others
influence your decision!
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How will you diversify your investment?
How much of your total portfolio should you allocate to trust
funds? Equity markets? Bonds? By definition, diversification means
“to spread it around”, that is, to spread your money over several,
not one, investments. It is risky to put all your eggs in one basket,
for if you drop the basket, chances are they will all break. Likewise,
if you sink all your money into one stock, you could lose all of it if
that stock plummets in value.
Generally, a diversified investment portfolio has different baskets
of investments. Each basket can be likened to an asset group (like
stocks or bonds or futures). Within that asset group, we should
further diversify our investments. Hence, buying stock means
buying stocks of various sectors, or buying unit trust means buying
more than one kind of unit trust fund (there are income funds,
growth funds, bond funds, etc.)
With diversification, you have many alternate assets to fall back on
if one of your assets takes a nosedive. If you diversify smartly, the
losses in the non-performing investments will be easily absorbed by
the gains of the better performing ones. Your investment risks are
minimised while your average rates of return are maximised.
However, over-diversification should be avoided. While you don’t
want to store all your eggs in one basket, you also don’t want to
scatter your eggs among so many baskets that you find it difficult
to monitor them.

What is your investment time horizon?
Determine your investment time horizon. Important factors to
consider here are:
• Are you willing to wait for your investment to “grow”, especially
in volatile market conditions?
• How much time do you think you can wait before you need to
cash out your investments?
Not everyone has the same investment time horizon. Yours could
depend on various reasons, including how much you can afford
to wait, when exactly you would expect to need the money, your
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financial situation, debts, etc. Choose an investment product that
matches your investment time horizon wisely.

Mistake No. 2: Not having basic financial
knowledge
Failing to do research and homework before starting to invest is
one of the mistakes commonly made by investors.
You don’t need to be a fund manager, but you do need to know the
basics. Some of the resources to learn about investing are:
1. The Securities Commission, Malaysia (SC) website
(www.sc.com.my). Here, you can check the legality of the
company you are looking to invest in, whether it is licensed by
the SC, product updates, rules and regulations governing the
securities market, etc.;
2. The Bursa Malaysia website (www.bursamalaysia.com), which
provides up-to-date information on companies listed on the
stock exchange;
3. The Malaysian Investor website (www.min.com.my), where you
can find easy-to-understand writeups on money management
and wise investing;
4. Print media; and
5. Prospectuses, annual reports, financial statements, company
announcements, annual audited accounts, notices to
shareholders, etc.

Mistake No. 3: Relying on Financial Media
Instead of Making it a Point of Reference
Only
It’s good to read various financial media for advice. You gain different
perspectives, get access to many schools of thought and even learn
a tip or two on investing. However, one of the biggest mistakes an
investor can make is to become overly reliant on financial media.
For example, if you take a step back and think for a second – if a
supposedly “smart” investor really achieved success thanks to a hot
tip or secret formula, why would they advertise it or charge you a
fee to buy this information? Read the good publications, but always
remember to focus on your own investment plan. Refer, don’t rely!

Mistake No. 4: Failure to Understand
Before Investing
If you take the time and care to really understand
the investment you are about to undertake, chances
are you will earn good returns from it. Read each
page thoroughly and familiarise yourself with the
terminologies used in the company’s prospectus.
Take note of vital information such as investment
objective, investment strategies, risk factors,
financial performance (where applicable),
fees and charges and others. Another crucial
document you need to understand is the annual
report. Published by companies annually, the main
purpose of the annual report is for the company to
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inform its shareholders and potential investors how it performed
over the past 12 months. Here, look out for the company’s set
of financial statements, which should contain the balance sheet,
income statement, changes in equity, accounting policies and
explanatory notes.
When trying to understand an investment product, pay attention to
the fees and charges involved. Also, take note of the risks involved
in the investment. Know your own risk appetite and risk tolerance
before deciding on an investment.

Mistake No. 5: Getting Greedy
If you have ever made money in the stock market, you would know
what it feels like – the excitement and glee, the rubbing of hands in
anticipation when the value of your investment increases.
Letting greed control your decisions is one of the easiest traps that
investors fall into. It happens all the time – when the stock market
is booming, people lose reason and start making wild bids on stocks
that aren’t worth the price. Some get swayed by “too-good-to-betrue” schemes, sell their belongings and apply for loans to get in
on the deal. More often than not, the short-term gain disappears,
and they are left to regret their hasty investment decision. Before
investing, it is necessary to take into consideration your objectives,
the time frame needed to achieve your goals, and your ability to
take risks.

Mistake No. 6: Tip Blindness
Tip blindness refers to an investor’s inability to separate fact from
fiction, especially when receiving tips from friends and family. There
is no such thing as a hot tip! If you hear about a hot share that you
just must buy because the company involved is going to launch the
next big thing, is being taken over, are coming out with fantastic
results or the price is going to go up dramatically for some unknown
reason, then any rumour you may hear has already been built into
the price of the share. The reality is that if you are hearing about
it, then so has everyone else. In fact, professional money managers
would probably have heard about your hot tip long before you did.
The other problem with hot tips is that if you are the
recipient of real inside information on a company
and you trade on this information, then it will be
considered
insider
trading which is
punishable
by a fine not
exceeding
one million
Ringgit
and
a
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possible jail term (not exceeding ten years), in accordance with
section 188 of the Capital Markets and Services Act 2007 (Act 671).
To put it simply, hot tips are usually just unsubstantiated rumours,
unverified information and poor advice. Instead, why not obtain
proper investment education by focusing your research on the
fundamental information such as company strength, earnings,
growth potential, industry problems, management, and etc.

Mistake No. 7: Procrastination
Procrastination is one of the common investment mistakes made
by many investors. It is human nature to procrastinate, but the
interesting part is that the reasons for it are purely individual. For
example, fear of failure is one common cause of procrastination.
Another probable cause for procrastination is ignorance. If you do
not know a single thing about investing, would you be in a hurry to
try it?
Investors who overanalyse may also get stuck in the thought
process, and will forever be asking: “Should I invest right now?”,
“Should I wait?”, “Should I wait for a while or a long time?”
Like an athlete in training who requires constant exercise to
become stronger, better and faster, your money will not grow if
you do not exercise it. What is the best exercise for your money?
Invest it! Specifically, invest your money in a wise manner. Put it in
a legitimate, regulated investment scheme.
The sooner you start, the less money you need to pump in to
achieve your financial goals. Basically, the more time you have, the
less money you need to invest. The longer you wait to get started,
the more money you will have to put in to achieve the same amount
of returns of someone who started earlier.
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The best time to start investing was yesterday, but today is always
better than tomorrow. With compounding interest, you can benefit
by starting early, even with a small amount.
The best way to start investing early is to practise the “Pay Yourself
First” method. It is a very simple method where you set aside a
little bit (or a lot if you can afford to) for investing when you receive
your salary, income or money, before using the rest for other
financial responsibilities. You should also make saving for investing
a habit that comes naturally. Make it such that the habit becomes
like an auto-debit, where you take out a fixed amount of money
every month to put into an investment. Better yet, check with your
employer! Most organisations or companies in Malaysia do give
you the option of auto-debiting your salary and having the money
automatically invested in selected investment products. All you
have to do is get in touch with your Human Resource Department,
fill in the form stating the auto-debit amount of your choice as well
as preferred investment scheme, and let your company do the rest!

Conclusion:
Ultimately, investors who recognise and avoid these common
mistakes are less likely to suffer the frustration of massive losses
caused by ignorance and lack of knowledge. Don’t worry if you
have made some of the mistakes mentioned here. Learn from past
mistakes, avoid repeating them and you will be well on your way to
becoming a savvy investor! n

Brought to you by Securities Industry Development Corporation
(SIDC), the training and education arm of the Securities Commission
Malaysia, as part of its ongoing efforts to create well-informed and
savvy investors in the capital market. The information provided in
this article is only for educational purposes and should not be used
as a substitute for legal or other professional advice. For more
information, log on to www.min.com.my, call 03-62048889 or visit
our Facebook page at www.facebook.com/PelaburMalaysia
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Personal Financial and
Debt Management
DR Desmond Chong

Trainer & Head of Programme coordination (AKPK)
DBA, Msc amrketing, rfp, shariah rfp

F

or the past 3 years, I have received many interview requests
from the media (TV, newspaper, magazines and radio stations) to
comment on the financial literacy of Malaysians and what advice I
could give for better financial management. The common questions
asked were:
1. How well do Malaysians manage their finances?
2. What are the main factors for people failing to manage their
finances?
3. What leads to high debt?
4. What are the signs of potential financial difficulties?
5. What is my advice for those with unmanageable debts?

ii.

The Nielsen Global Survey indicates that less than half of
Malaysians pay their credit card debt in full each month and
15% pay more than the minimum.

2. The main factors for failure to manage finances
Statistics of the Malaysia Department of Insolvency shown below
indicate the causes of bankruptcy. This is useful as an alert to those
involved in the stated loans/issues or before making any financial
decision (especially when you decide to act as a guarantor).

First, let’s look at the information provided by the Malaysia
Department of Insolvency and AKPK (Agensi Kaunseling dan
Pengurusan Kredit) to understand the current situation regarding
the financial situation of Malaysians.
1. How well Malaysians manage their finance
19,575 persons or approximately 53 persons per day filed for
bankruptcy in 2012. Below is the data for the past 5 years. Please
take note that if you owe a person more than RM30, 000, that
person could get you filed for bankruptcy.

Source: Malaysia Department of Insolvency
Source: Malaysia Department of Insolvency
Additional Information
i.
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Let’s now look at AKPK data which explain the reasons for default
by partipants at their Debt Management Programme (DMP).

AKPK data shows that up to 31 October 2013, 240,504
individuals sought their counselling services and 97,858
customers had attended their Debt Management 		
Programme.
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By reason of default/debt problem

what people do wrong and also what they do right in managing their
finance and debts.
According to AKPK data, almost 50% of participants in their Debt
Management Programme face problems in managing their cash flow.
The main problem is people are not aware of their financial position and
constantly make wrong decisions. A simple personal net worth statement
could easily help you to understand your financial position and assist you
to make appropriate financial decisions.
I encourage people to conduct a financial health check to find out their
financial position. Compile loan statements for car and housing loans, and
credit card and with the help of the Central Credit Reference Information
System (CCRIS), you can easily find out whether you are doing good
financially.
3As to take control your financial position:
nn First A: Acknowledgement.
Be frank with yourself. Admit you have no control over your current
finances and that debt is getting out of hand.

Description
Poor financial planning
High medical expenses
Failure/slowdown in business
Lost control on usage of credit cards
Lost job/retrenched
Not stated
Others
High cost of living
Unexpected financial commitment
Death and/loss of breadwinner
Failed investment
Total

%
22.9
18.5
15.1
11.2
9.9
6.2
5.7
4.0
3.9
1.4
1.2
100

nn Second A: Analysis.
Start working to compile all relevant data to assist you to produce an
accurate financial statement for you to start taking action.
nn Third A: Action.
This is the toughest part as most people have the tendency to procrastinate
or simply find an easy way out, believing that their current problem could
be easily solved by earning more money. Believe me; earning more
without money management skills will not solve the problem.
Finally, let us study one case shared by AKPK and pick up the points to
improve our money management skills.

Source: AKPK data as at 31 October 2013
3. What leads to over-indebtedness
i.

ii.
iii.

Greed: Making investments with the belief of getting high 		
returns but with no idea of the risk involved e.g. getting 		
trapped in financial scams and investment failure (business 		
or personal investment).
Lifestyle: Living beyond one’s means (cash outflow more 		
than cash inflow).
Circumstances: Failure to do short term planning for 		
sufficient funds in case of emergencies. E.g. AKPK data 		
shows debt due to high medical expenses (18.5%) was 		
because of not having savings (ideally 3-6 months of 		
monthly salary) for monthly expenses to avoid using credit 		
card or other credit instruments which attract high interest.

4. Signs of potential financial difficulties
i.
ii.
iii.
iv.
v.
vi.

Only paying minimum credit card payment or 5%
Always attracting late charges or penalty for failing to pay 		
monthly repayment commitment on time
Always using credit card for cash advance
Receiving calls or reminders from financial institution
Always borrowing from friends or relatives
Quarrelling with family members over personal financial 		
problems

5. Advice for those who have unmanageable debts
We need good money management skills to improve our lifestyle and to
avoid excessive interest charged on spending. We need to ask ourselves
VOLUME 1/ 2014
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CIRCULAR
Financial 1st Magazine
to Go Digital
Date: 18 february 2014
To: MFPC Members

From: Research & Publication Committee

Dear Members
The National Council (NC) in its last meeting decided to
produce the financial 1st in a digital version.
We are aware of the changing landscape that we live in and
decided that having the magazine on an e-platform will enable
members to directly download it to their devices. However, we
are also aware that a number of our members prefer to receive
the hard copy version of the magazine. As such we will mail the
magazine to members only upon request as we get them ready
for the online-only format eventually.
We will cease publishing our print edition starting June 2014.
If you have previously provided us an e-mail address, please
ensure it’s your updated address when you renew your
membership subscription for 2014. We will e-mail blast to
you a link to download your magazine when the new issue is
ready. We aim to effectively reach out to members through
this digital medium which we envisage will be necessary in the
years ahead. We are optimistic our e-version will generate our
targeted number of unique visitors for every issue.
This change is a necessary move as the Council manages its
resources optimally. The Council is also producing a Financial
Planning Journal which will further enrich members on
concrete research and studies conducted in the area of
Financial Planning.
We wish to assure you that the transition is well planned and
an unavoidable move that the Council has to undertake to
keep afloat.
For further information, please contact the External Relations
& Publicity Department, MFPC Secretariat at 03 - 6203 5899.
Thank you.
Yours sincerely
Malaysian Financial Planning Council
Low Kai Foo
Vice President, Research & Publication
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Call for Papers

The Malaysian Financial Planning Council is publishing the
country’s 1st Journal of Financial Planning & Wealth Management
(JWMFP). JWMFP will be a unique publication that will capture the
pulse of the emerging and promising Financial Planning profession
in Malaysia. The Journal will also endeavour to bring together
aspiring and practising Financial Planners on a common platform.
The Journal will be of great interest to professionals, industry
participants, academicians and students, giving them exposure and
career pathways in the Financial Planning profession. In addition,
the Journal will provide research-based benchmarks and studies
for public, corporate and academic reference. It will cover the
entire spectrum of the Financial Services industry i.e. Insurance,
Unit Trusts, Stock Markets, Wealth Management, Banking, Macro
Economy, Infrastructure and IT, Practice Management, etc.
JWMFP will feature original research and concepts of effective
approaches to education and practice concerning all aspects of
financial planning and management. Readers can expect to find
detailed recommendations for education and practice in the
journal articles. Sections 2 & 3 of JWMFP will feature news and
views and book reviews.
All articles will be blind-reviewed and publication decisions are
the responsibility of the chief editor and editorial board members,
both international and local.
A research conference will be held on 10 June 204 to coincide with
the Council’s 10th Year Anniversary. It will provide a vibrant forum
for discussions of issues of concern to various interest groups and
a platform for the cross-pollination of ideas and perspectives.
For details log on to www.mfpc.org.my or e-mail to mfpc@mfpc.
org.my
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