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Editor’s Note
Greetings MFPC Members!
First of all, I would like to express my
sincere gratitude to the former Editor-inChief, Mr Low Kai Foo and his editorial
team for the wonderful productions
of Financial 1st in the past two years.
I promise to continue the good work
by delivering many more good articles for your reading
pleasure in coming issues.
I am particularly excited to share this issue of financial
1st with all of you as it carries many interesting articles.
For the cover story, we are indeed privileged to tap
into the wisdom of Yang Berhormat Senator Dato’ Sri
Abdul Wahid Bin Omar, Minister in the Prime Minister’s
Department, with Anchoring Growth on People through
the 11th Malaysia Plan.
Other enriching articles touch on Islamic finance,
retirement planning, investment planning and a risk
management article written by an overseas expert for
your benefit.
We are proud to announce in the centre spread of this
issue that MFPC has been awarded The Best Islamic
Finance Education Provider 2015 Award by GIFA for its
Shariah Registered Financial Planner (RFP) Programme.
A short report on the Memorandum of Agreement
(MoA) signed between MFPC and SEGi University on the
joint development of Master’s in Financial Planning for
your info.
As the curtain of 2015 is coming to a close, a brand new
year of monkey 2016 awaits us with new opportunities
to expand and extend our businesses, careers and
relationships. Early wishes to all for an extraordinary,
successful 2016!
Enjoy this issue.
Editor-in-Chief
James Bong Kee Chin
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th Malaysia Plan
“Anchoring Growth
on People”

Y.B. Senator Dato’ Sri Abdul Wahid Bin Omar,
Minister in the Prime Minister’s Department

Dato’ Sri, how can the 11th Malaysia Plan,
considered the final leg in Malaysia’s
aspiration to become a high-income
developed nation by 2020, achieve the
nation’s objective in this regard?
With the theme “Anchoring Growth on People”, the 11th
Malaysia Plan will play a catalyst role in the final lap to
transform the economy into a high-income developed
nation by 2020. It contains six strategic thrusts to address
the needs of the rakyat and six game changers to
accelerate the development processes. The strategic
thrusts are:
• Enhancing
society;

inclusiveness

towards

an

equitable

• Improving wellbeing for all;
• Accelerating human capital development for an
advanced nation;
• Pursuing green growth for sustainability and resilience;
• Strengthening infrastructure to support economic
expansion; and
• Re-engineering
prosperity.

economic

growth

for

greater

The six game changers are innovative approaches
which will shift the growth trajectory of the economy. The
six game changers are:
• Unlocking the potential of productivity – productivity
as the growth driver;
• Uplifting B40 households towards a middle-class
society;
• Enabling industry-led Technical and Vocational
Education and Training (TVET);
• Embarking on green growth;

• Translating innovation to wealth; and
• Investing in competitive cities
In addition to the strategic thrusts and game changers, the
Eleventh Plan also contains multidimensional targets that
go beyond the purely economic dimension, reflecting a
more balanced approach between the capital economy
and people economy. These targets are:
• GDP growth of 5-6% per annum;
• Increase in labour productivity from RM77,100 in 2015 to
RM92,300 in 2020;
• Rise in income per capita to rise from RM36,937
(US$10,196) in 2015 to RM54,100 (US$15,690) in 2020;
• Growth of average monthly household income from
RM6,141 in 2014 to RM10,540 in 2020;
• Expansion of share of employee’s compensation to the
GDP from 34.9% in 2015 to at least 40% in 2020; and
• Improvement of the state of wellbeing of the people to
improve as reflected by the 1.7% increase per annum
in the Malaysia Wellbeing Index.

Dato’ Sri, we are witnessing companies
downsizing and laying off workers
as they are finding it more and more
challenging to run their operations. As
an example, a Taiwanese company
has retrenched 350 workers with further
plans to retrench more workers in stages.
How would you respond?
Well, we have to look at the overall context. We have
a population of 28 million citizens out of which 14 million
are in employment in the labour market. Our rate of
unemployment is at 3.2% which, based on the World
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Bank definition, is regarded as full employment. The
percentage translates to about 450,000 Malaysians who
are looking for employment. Out of this figure, we have
some 100,000 who are graduates and the government
have taken the necessary initiatives under the Skim
Latihan 1 Malaysia (SL1M) and Graduate Employability
Management Scheme (GEMS) programmes to assist
this target group. We also have some 95,000 jobs in the
economy to be filled, thus employment opportunities
are abundant provided one is determined in looking for
employment.
Total retrenchment as it stands for the first seven months
of this year is about 6,500 jobs in the economy and this
is especially affecting the Oil and Gas sectors. Jobs
in the upstream (exploration and production) O&G is
definitely affected thus the project such as Pengerang
Integrated Petroleum Complex (PIPC) was initiated
by the government so that those retrenched could
be retrained in downstream O&G to be able to retain
these retrenched people in new areas where there is
employment. This is where the RM1.38 billion HRDF fund
which is available becomes handy.

According to the 11th Malaysia Plan,
GNI per capita is expected to reach
RM54,100 in 2020 and average monthly
household income is expected to
increase from RM6,141 in 2014 to
RM10,540 in 2020. Given the current
continued uncertainty in the Malaysian
and global economy, how is this
possible, Dato’ Sri?
First, we must understand the perspective that this
should be measured in. According to the World Bank,
the measurement of a high income nation in 2013 was
a GNI of USD 12,746. We have thus projected USD 14,700
of GNI in 2020. However, given the strength of the USD
against other currencies, the threshold for an advanced
economy for 2014 is lower at USD 12,736. Of course, the
figure might be higher in Ringgit terms with the lowering
of the Ringgit but we expect this to be only a temporary
blip. As clearly articulated in the 11th Malaysian Plan, to
be a developed country, the real income of households
must increase in tandem. To put it in perspective, in
2009, household income was RM1440 and increased
to RM2,537 in 2014 which is essentially an increase of
12.7% per annum. Thus, we have set a target of further
increasing the household income to RM5,270 in 2020
an increase of 13.2% per annum from 2014 to 2020.One
will realise that it is quite stretched, thus it cannot be
business as usual and the drive towards entrepreneurship
will be an important leverage in order to achieve the
targets. It is also important to leverage on skills that are
to be enhanced and initiatives are taken from all fronts
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to achieve this target. For example, we need to curtail
dropouts from school, and review the foreign labour
policy.
The government has set the national minimum wage of
RM900 and RM800 for Sabah and Sarawak. This was set
in early 2013, and was to be reviewed once every two
years. So, we are overdue for a review of the minimum
wage.
We also need to reduce reliance on foreign labour,
especially low-skilled foreign labour and optimise our
local labour force through training. Locals in Malaysia
and most other countries will be reluctant to work in what
are termed as 3Ds i.e. Dirty, Dangerous and Dull jobs.
Take waiters as an example. If our employers could pay
them RM1,500 instead of RM900, I am optimistic that we
could find Malaysians willing to do such jobs. Also, with
the utilisation of the IBS mechanism in the construction
industry which is currently very labour intensive, we would
not require that many foreign workers but would require
better trained local individuals to work in this sector
and may make it more appealing to youths. Thus, I am
optimistic that the income level of households could rise
to targeted figures over a six-year period.
Accordingly, the strategies outlined in the 11MP were
formulated to address these challenges. Guided by the
Malaysian National Development Strategy (MyNDS) and
a continuation of the New Economic Model, the 11MP
has injected new approaches in national development.
In addition to strategic planning, focus has also been
given towards strengthening the execution of strategies.
In this regard, six strategic thrusts and six game changers
as mentioned earlier have been identified to achieve
the goals of Vision 2020, while 21 strategy papers were
produced to enhance implementation and transform
ideas into reality.

It is said Malaysians are not very
advanced when it comes to innovation.
Could you tell us of the steps taken by the
government to encourage innovation?
I think Malaysians are fairly innovative. In fact, when we
compare the internet penetration rate and technological
advancement, we have an advantage compared to our
peers in the region. We have also set up numerous funds
and development agencies to promote innovation such
as the Malaysian Global Innovation Centre (MaGIC).
It may be fair to say that Malaysian companies do not
invest enough in innovation. Perhaps they fail to see the
long-term value of such investments. What is certain is
that in the 11th Malaysian plan, innovation is something
that we plan to continue encouraging. The government is
also benefitting from the recommendations of the Global
Science & Innovation Advisory Council (GSIAC) whose
members include renowned scientists and innovators.

Exc l us i ve I n t e r vi e w
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M i n i s t e r i n t he Pri m e M i ni s t e r’s D e p a r t m e n t

Dato’ Sri, the Goods and Services Tax
(GST) has been implemented for a
couple of months now. What are the
strategies taken by the government
to
boost
Malaysia’s
economic
fundamentals?
The GST was implemented to broaden the revenue base.
Our dependence on revenue from oil & gas activities for
example, has reduced from 40% in 2009 to 30% in 2014
and we anticipate that it will be going down further.
The government thus needs to increase its revenue from
other sources. Presently, only 2.2 million of the working
class pay income taxes. The GST works on the basic
premise that the more you spend the more you will pay.
This consumption level mechanics we figured out was the
best approach to aid the Malaysian economy. It should
be correctly pointed out that it was a tax to replace the
now defunct SST mechanism.
The rate at which the GST was introduced was at 6%,
a very reasonable rate considering that the service tax
was at the same rate and sales tax is between 5-10%.
The coverage of the items as standard rated and the
classification of essential items where there is no GST is
to ensure the wellbeing of the Rakyat is not reduced.
We also introduced an offset package by reviewing and
reducing the income tax rate by 1% for individuals and
businesses. This means if one has a chargeable income
of RM100,000, this 1% would mean a savings of RM1,950.
If one spends RM3,000 a month, the GST charges should
be about RM180 a month. Now, considering the savings
from income tax and the amount one pays, GST certainly
cushions the impact. In terms of tax compliance, the
propensity to evade tax with the GST mechanism is
significantly reduced.
The Government will continue to adopt proactive
measures to widen its revenue base, optimise expenditure
and to counter the externalities. For example, the
Government will further rationalize subsidies
towards greater fiscal sustainability.
Currently, our economic fundamentals
are still strong to face current
challenges including the weakening
of the Ringgit against the USD. This
is evident as Malaysia’s economy
continues to perform
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well by growing 5.3% in the first half of 2015. This growth
was supported by firm domestic demand amid weaker
external sector performance. Based on this trend, we
expect Malaysia’s real GDP to grow between 4.5 and
5.5% for 2015.
Moving forward under the 11th Malaysian Plan,
macroeconomic
fundamentals
will
be
further
strengthened to enhance economic resilience through:
• Further diversifying the economic base
• Boosting productivity and innovation
• Encouraging larger domestic savings
• Balancing the fiscal position by 2020
• Ensuring low and stable price levels
• Maintaining full employment
• Ensuring a sound financial system

One of the goals of the 11th Malaysia
Plan is that 45% of Malaysian households
will be in the middle class category.
What are the government’s initiatives
and strategies to raise the income of
Malaysian households?
During the 11th Malaysian Plan, focus will be given to
enhancing the economic opportunities and participation
of B40 households to uplift them towards a middle-class
society. This move also ensures that Malaysia’s prosperity
will be shared by all Malaysians, regardless of gender,
ethnicity, socio-economic status, and geographic
location. Uplifting the quality of life of B40 households
will be a game changer for Malaysia as upskilling
and providing job opportunities to the 2.7 million B40
households will increase the nation’s skilled workforce
and reduce inequality passed on to future generations.
To achieve this, two broad strategies have been identified:

RAISING THE INCOME AND WEALTH OF B40
HOUSEHOLDS BY:
• Reducing school dropouts through the provision of
more facilities such as hostels, transport and financial
aid especially to students in rural and remote areas
as well as the expansion of K9 Schools to increase
student enrolment, particularly among the Orang Asli
in Peninsular Malaysia and those living in the rural
and remote areas in Sabah and Sarawak;
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• Enhancing accessibility to higher education and
skills training by providing more places for students
from B40 households through preferential entry
qualification criteria and enrolment quota. This will
be complemented with the provision of financial aid;
• Increasing productivity through adoption of modern
technology by intensifying structured modular
programmes focusing on modern farming techniques
and good agricultural practices;
• Enhancing
adoption
of
information
and
communications technology to increase access to
information on agriculture, business, education and
health, and expand business and income earning
opportunities to improve wellbeing;
• Enhancing integrated entrepreneurship support
by strengthening collaboration among agencies
providing entrepreneurship support programmes
to micro, small and medium-scale entrepreneurs in
urban and rural areas. Broader business development
opportunities will also be provided by these agencies.
Micro enterprises will also be linked to banking and
financial institutions for easier access to funding;
• Developing community and social-based enterprises
based on the cooperative model to carry out
activities such as childcare services or crèches, tuition
centres, and orphanages. Appropriate infrastructure
and facilities will be provided, as well as leadership
and management training to build the capacity and
capability of these enterprises;
• Incentivising investment in majority B40 household
areas. The private sector, especially multinational
corporations (MNCs) and large local companies,
will be given incentives to locate their business
operations in urban and rural areas with majority B40
households to provide better job opportunities for
their local communities, especially high paying jobs.
Existing incentives such as double deduction and tax
relief will be provided to encourage the MNCs and
large local companies to employ and train the local
workforce. Basic infrastructure and facilities will also
be provided to support these businesses and reduce
the cost of doing business; and
• Increasing wealth ownership through investment
programmes. Unit trust schemes such as the Amanah
Saham Wawasan (ASW), Amanah Saham 1Malaysia
(AS1M), and Amanah Saham Gemilang (ASG) will
be further expanded to increase equity ownership.
Cooperatives will be encouraged to participate in
real estate investment trusts (REITs) to increase asset
ownership among B40 households.

ADDRESSING THE INCREASING COST OF LIVING BY:
• Strengthening the monitoring and enforcement of
price control regulations through expanding the
coverage of Kedai Rakyat 1Malaysia (KR1M) and
Coop1Malaysia stores throughout the nation to
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ensure widespread access to reasonably priced
goods, thus reducing the burden of increasing cost
of living. The 1Harga 1Malaysia programme will be
continued to standardize the prices of subsidized
goods between Sabah, Sarawak, and Peninsular
Malaysia;
• Increasing the provision of affordable housing
by continuing affordable housing schemes by
Perbadanan PR1MA Malaysia and Syarikat
Perumahan Negara Berhad. Housing rental
assistance will also be made available to eligible
households. Existing low-cost flats and houses will
be refurbished as part of a holistic campaign to
improve the living conditions of the community. For
poor households in rural areas, the Government will
continue to provide housing with basic amenities
through the construction of integrated settlements
under Program Bantuan Rumah (PBR). The Program
Perumahan Rakyat (PPR) will be continued for poor
households in urban areas;
• Increasing access to healthcare services by
encouraging the participation of private healthcare
service
providers
and
non-governmental
organizations (NGOs) in the provision of specific
healthcare facilities such as dialysis, rehabilitation
and medical testing lab centres in urban areas.
In rural areas, more community clinics will be built
to increase access to basic healthcare services.
Frequency of visits by medical specialists in nonspecialist district hospitals, mobile clinics, and flying
doctors will also be increased while local health
volunteer programmes will be strengthened;
• Introducing an integrated and comprehensive
social safety net. Existing SSN programmes
will be transformed to be more integrated
and comprehensive with a clear exit policy.
This will include the implementation of a systematic
monitoring and evaluation mechanism which
provides for greater accountability. A single
standardized targeting mechanism will be
developed to identify eligible beneficiaries
based on the enhanced e-Kasih database.
This will minimize inclusion and exclusion errors
allowing the target group to fully benefit from
assistance provided. Unconditional social welfare
programmes will be reviewed to include clear
productivity linked targets and exit policy. This will
ensure assistance is given to the right target groups,
reduce dependency on the Government and
optimize utilization of resources; and
• Enhancing financial and debt management
programmes by intensifying financial education
and debt advisory services to assist households
to improve their financial management as well
as responsible practices, including proper use of
consumer credit and debt restructuring.

Exc l us i ve I n t e r vi e w
Y . B . S e n a t o r D a t o ’ Sri A b d u l W a h i d B i n O m a r
M i n i s t e r i n t he Pri m e M i ni s t e r’s D e p a r t m e n t

Research
has
suggested
that
Malaysians working abroad in
Singapore are four times more
productive than Malaysians working
at home. It’s no secret that Malaysia
continues to lag behind in terms of
labour productivity. How achievable
are the targets in the 11 MP with regard
to labour productivity?
I’m not sure whether Singapore is four times as
productive. I think their earning capacity is probably
four times higher, given the currency. In the 11th MP
we made it a point we want the public and the private
sector to strive for better productivity. Our Target
Economic Growth during the 11th Plan must be driven
by more sustainable sources of growth, particularly
improvements in productivity. The real GDP growth
target set for the 11th Plan has to be supported by
higher labour productivity growth at 3.7% per annum
to RM92,300 by 2020. The improvement in labour
productivity will be led by the construction sector,
growing at 9.6%, followed by the services sector at 4.1%,
the agriculture sector at 3.6% and the manufacturing
sector at 2.6%.
As for strategies, higher labour productivity will be
achieved through continuous acquisition of skills and
knowledge, which contribute to increase in wages.
In addition, upskilling and reskilling of the existing
workforce will be undertaken to improve productivity.
In this respect, the Government will promote more
workplace training and lifelong learning programmes.
The Government will be more selective in attracting
new investments, favouring knowledge-intensive
activities which demand a high-skilled workforce. The
existing industries will be encouraged to move up the
value chain by investing in high value-added activities
that require a skilled workforce.
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MFPC has continuously done and will
continue to do its part in accelerating
human capital development in the
financial planning sector. In your opinion,
how can an organization like MFPC
enhance the human capital development
of the industry?
Financial planning is about managing your finances better
and saving for the future. This can only happen when there
is employment. Without employment, financial planning
will not work. Thus, the government is committed to keep
the economy growing so that Malaysians can continue to
earn income.
Malaysia has always placed the Rakyat’s prosperity and
wellbeing as the ultimate goal of economic growth, as
evident in all our development plans till to date.
Hence, in addition to ensuring the economy prospers further,
the Government is keenly aware that greater affluence calls
for the need to instil awareness and educate the Rakyat
on financial sustainability and will implement the following
measures especially targeting the B40 households:
• Financial education and debt advisory services will be
provided;
• Legislation pertaining to consumer credit will be
strengthened; and
• Data collection on household indebtedness will be
enhanced towards improved analysis and planning.
This will enable households to improve their financial
management and use credit facilities wisely.
In terms of the financial market, the momentum is there
for Malaysia as a hub for Islamic Finance. We have done
quite well already and sometimes I feel we are taking it for
granted. We see Shariah compliant companies preferring
the Sukuk option instead of conventional money raising
activities. Malaysia perhaps should shout more of what we
have done for Islamic Finance. To put this in perspective,
when I was with Maybank, the Islamic market share rose to
about 33% until I left the group in 2013. Today, I understand
that it has grown further to 46% of total financing with the
Maybank group, a significant achievement
indeed.
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CHARTING NEW FRONTIERS
FA THE FUTURE: MAKE THE TRANSITION

2015/2017 Executive Committee

(L-R) Dato' Javern Lim (Treasurer), Looi Ming Foo (Secretary), Alfred Sek (President), Derick Tan (Vice-President),
Alvin Tan (Asst.Secretary), Max Ng (Committee Member), Yap Ming Hui (Committee Member-not in picture).

THE DEMAND
The increasingly complex and the growing breadth
and variety of financial products and solutions
available to consumers today demand professionals.
Professionals
who
provide
broader
financial
management strategies to consumers to grow their
savings, manage risk and meet specific financial goals.

However, the nation currently has only about 449
licensed financial adviser representatives in 21
financial advisory firms in the country to serve a
population of 30 million. Clearly, this is a figure that
needs to grow if we are to meet growing consumer
needs.

Insurance is thus no longer the only solution nor the only
financial planning product available to consumers.

The transition to becoming a Financial Adviser (FA) is
inevitable and reaps greater opportunities for
career and business growth. The only alternatives
are being forced to change or being forced out of
the market.

The answer lies with professionally qualified FAs who
provide holistic financial advisory services to
consumers, ranging from insurance protection,
savings for higher education, retirement planning
and investments for the future.

CAREER AND INCOME GROWTH OPPORTUNITIES
Over the last three years, the financial advisory industry
has seen an annual growth of 21% in total premiums
transacted. This puts it on a sustained growth
trajectory. This suggests that financial advisers are
adding
value
and
successfully
distinguishing
themselves from alternative channels for the
distribution of insurance offerings.

The financial advisory industry has just begun to scrape
the surface in harnessing the potential that exists for
financial advisers to make a substantial contribution
in helping Malaysian households improve their
financial management and prepare for income
shocks.
This development underscores the tremendous
opportunities and growth potential available for FAs.

AFA: CHARTING NEW FRONTIERS
A MILESTONE FOR FAs AND
CUTAs
The formation of the Association of Financial Advisers (AFA) with the vision
to be the most effective voice to represent all Financial Advisers (FAs) and
Corporate Unit Trust Advisers (CUTAs) in Malaysia and to chart new
frontiers was a milestone in the advancement of licensed FAs and CUTAs
in Malaysia.
No association had before offered FAs and CUTAs the representation they
crucially needed to move ahead.
AFA was approved by the Registrar of Societies on 16 August 2012 with full
support and recognition from Bank Negara Malaysia (BNM) and
Securities Commission Malaysia (SC).
We benchmark the industry best practice and spearhead changes in the
landscape of the Malaysian financial services industry in line with Bank
Negara Malaysia’s Financial Sector Blueprint and Securities
Commission Malaysia’s Capital Market Masterplan 2.

WHY BECOME AN AFA
MEMBER?
Together with the regulators and all industry stakeholders, we work for
and with FAs and help set the direction for the growth and development
of the industry and build your career and business.
• Our Purpose: To help members to build their business
• Our Mission: To develop professional strategies with members to make
a difference in the lives of financial advisers
Our membership comprises Ordinary Membership and Associate
Membership. Ordinary Membership is open to Financial Advisers
(Firms) licensed by the relevant authorities and who have fulfilled all
the requirements.
Associate Membership comprises other professional firms who provide
related services to our Ordinary Members e.g. legal, accounting, tax
planning, investment advice and any other category defined by the
Association as qualifying under this category.

AFA’s NEW DIRECTION:
SETTING THE MOMENTUM FORWARD INTO THE FUTURE
AFA will continue to play an important role in developing action plans
together with the regulators to further enhance the development of
the FA industry.

Having overcome the constraint of limited resources, we are boldly
working towards forging new directions for the future.
We will launch several initiatives reflecting the new direction we have
set.

AFA: MEETING THE NEED FOR LICENSED FAs
Our Membership Focus
To meet the growing need for FAs and to increase our membership,
we have in the pipeline plans
• to hold nation-wide roadshows and workshops for existing
practitioners and all other related professionals, e.g. accountants,
academics, bankers, lawyers, etc. and the public

• to assist our members to recruit new members. At present, there
are very few licensed FA firms outside the Klang Valley.
• to go on a media blitz to raise awareness of AFA and the
importance of financial advisers in helping consumers grow and
protect their financial future

AFA’s 4th ANNUAL CONFERENCE 2015
Spectacular Growth Opportunities

Date
22 October 2015
Venue
Sasana Kijang, Bank
Negara Malaysia

Theme
Spectacular Growth
Opportunities
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T

he economic “weather” seems to be getting
harsher globally and in Malaysia. Although we
have been inundated with negative news in the
last few months, we look forward optimistically to better
times. The success of the economy will very much be
dependent on the results of industry players. Despite all
the talk of gloom, as always, there are certain sectors
that gained as the Ringgit plunged. The decline in the
value of the Ringgit has certainly hit us hard especially
if all our investments have been Ringgit denominated
and in local assets. Amid uncertainties on the global
front as the Fed delays an interest rate hike, the
Malaysian Ringgit is expected to rebound closer to
RM4 to a US Dollar towards the end of the year. We
know that no country would be able to sustain a close
to zero interest rate environment for a long time, and
it’s certainly a matter of time before the Fed increases
the rate. It has in fact made known its plans to review
the interest rate again in December 2015.
As consumers, we are facing deteriorating purchasing
power post implementation of
the GST and profiteering by
unscrupulous businesses that
are taking advantage of the
situation.
The
weakening
Ringgit is further exacerbating
the situation. For most of us,
it is only desirable that we
have chosen to support
the local economy and
invest in our homeland.
As the saying goes, East
or West, Home is Best. I
have been fortunate
to have had the
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opportunity to travel in the course of my
work and during my time abroad, I have met
Malaysians who chose to emigrate. Interestingly,
a number of them do pine for Malaysia and would
like to return. The memories they have of Malaysia
will move you and they are often ambassadors of
Malaysia in the new land they have chosen to live.

OPTIMISING INVESTMENT
OPPORTUNITIES

Financial planning means planning to optimize one’s
investment whether at home or abroad with the
primary intention of maximizing the value of the initial
investment. As the KLCI is not performing well this year,
there is a need to diversify into other territories and
markets. In fact, this is the trademark of institutional
investors as they need to pay a dividend to unit holders
or for retirement savings.
I am sure that you are aware that for the first time
in recent history, Malaysia’s foreign reserves have
fallen below the USD l00 million mark. This will certainly
have repercussions that will impact and will continue
to impact the Malaysian market until the situation
improves.
In terms of housing, a Khazanah report highlighted
that the Malaysian housing market as being
“seriously unaffordable”. The Real Estate and Housing
Developers Association Malaysia (Rehda) has
disagreed with the report, saying that various other
factors that affect the property industry should be
taken into consideration. One interesting fact in the
report that was not rebutted by Rehda is that material
prices for the construction of residential properties
have fallen. This may be good news especially for
those looking to enhance their homes provided
the savings would actually be passed down to end
users, which very often does not happen. You may
vividly remember that when the petrol prices fell in
September this year, traders did not adjust prices,
also citing various other factors that need to be
accounted for. It is important to note that Rehda
predicts that the construction of commercial
properties will rise as there is a need for materials
to be imported, i.e. lifts, etc.

A Moment with MFPC President
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The stratospheric house prices need to be addressed
as the increased cost of living could be best managed
when house prices whether for those paying
mortgages or those renting homes are controlled. As
you may be aware, in June this year Berlin become
the first German city to introduce the legislation that
prevents landlords from raising rents more than 10%.
France followed suit in August and ever since, rent
control legislation has gained popularity in European
cities. Rent control laws could be a measure to help
Malaysian citizens cope with the increased cost of
living. Our policymakers need to carefully analyse the
feasibility of the mechanism as the legislation to cap
rents would deter investors and reduce the supply
of rental homes. However, a report by the London
School of Economics and Political Science argues
that rent controls found to work well in one country
cannot simply be transferred to a different market and
institutional environment.

BUDGET 2016

At home, the government, in planning for budget 2016
is predicting the global oil prices to be at USD 50 per
barrel. Whether this will hold water is pretty much a
difficult call to make. In essence, Budget 2016 ought to
fine tune measures to assist in alleviating the increased
cost of living. However, we have always maintained
that teaching individuals financial planning would be
more crucial than providing monetary assistance. In this
regard, we look forward to macroeconomic measures
to ensure the viability of the domestic economy. Being
smart about spending could be better than doubling
or quadrupling the aid budget.

MEMORANDUM OF AGREEMENT
(MoA) BETWEEN SEGi UNIVERSITY AND
MALAYSIAN FINANCIAL PLANNING
COUNCIL (MFPC) ON MASTERS IN
FINANCIAL PLANNING

Now let me move on to news regarding the events
and activities organized by the Council. On 6 October
2015, MFPC signed a Memorandum of Agreement
(MoA) with SEGi University on developing a Masters
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in Financial Planning. I believe that with this we can
achieve one of our many initiatives to promote the
development and enhancement of the financial
planning profession in Malaysia.
Aligned with MFPC’s role to provide quality education
programmes for financial practitioners and the
public, this programme is intended to boost financial
sector industry standards in line with Malaysia’s rapid
development and growth.
Graduates of the Masters in Financial Planning
programme will be awarded a double qualification,
namely the Masters and the Registered Financial
Planner (RFP) designation. This will indirectly increase
the number of financial practitioners.
The Masters Programme has also been approved by
the Malaysian Qualifications Agency (MQA).

MFPC HRDF PROGRAMME:
EMOTIONAL & BEHAVIOURAL
FINANCE

MFPC is again set to organize another HRDF Programme,
this time on Emotional and Behavioural Finance
on 26 November 2015. I believe that MFPC’S HRDF
programmes have the right approach and content
because we have been receiving positive feedback
since last year. The Council’s intention in organizing
the HRDF programmes is to attract companies from
diverse industries to allow their employees to learn
the fundamentals of financial planning. Such an
initiative could correct financial mistakes that they are
making and that could blight their lives and wellbeing.
This year, we have three experts in finance to talk
about Emotional and Behavioural Finance. This is an
opportunity that should not be missed. It’s just for oneday and is fully HRDF claimable.

BEST ISLAMIC FINANCE EDUCATION
PROVIDER AWARD 2015 (GIFA)

The centre spread in this issue details the most recent
accolade that the Council has obtained and which
we are tremendously honoured to receive. I must thank
the various parties that have contributed in order for
us to be named the Best Islamic Financial Education
Provider 2015 (GIFA). Indeed, this award confirms our
commitment in helping Malaysia to be an Islamic
Financial Centre. Further, our Shariah RFP programme
is helping chart the financial wellbeing of Muslims. As
a matter of fact, a high percentage of our Shariah
Financial Planners are non-Muslims who have taken
great strides in helping Muslims plan their finances in
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accordance with the Shariah. In commending us for
our initiative, the Malaysian International Financial
Centre (MIFC) wrote that they are pleased with
market participants such as MFPC that continue to
support and contribute in positioning Malaysia as a
leading Islamic finance marketplace. Y.B. Datuk Chua
Tee Yong, Deputy Minister of Finance, expressed his
gratitude to MFPC for the efforts that the Council has
undertaken and which have led to the award. He
once again pledged his full support and the support
of the Ministry of Finance (MoF) in helping MFPC with
its efforts to help Malaysians manage their finances
better.
The recognition we received from GIFA is testament
that our programme is gaining traction as the gold
standard qualification in Islamic financial planning,
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and it has given us greater courage to promote
Shariah Financial Planning to all Malaysians who are
in need of these valuable knowledge and skills. I trust
that this award will be our stepping stone in making our
Shariah programme more recognized in Malaysia and
also globally.

BEST WISHES FROM MFPC

It is my great pleasure to welcome the new Committee
Board Members for year 2015-2017 elected at the
recent 11th MFPC Annual General Meeting. I am
confident that we will continue to work hard in making
MFPC’s vision to be the premier umbrella body
representing Financial Planning Professionals and
Financial Services Providers a reality. To our members,
do keep in touch!

Bu d g et 2016:
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Budget 2016:

A Financial Planning Education &
Training Perspective

T

he Malaysian Financial Planning Council (MFPC)
expressed its full support for the 2016 Budget tabled by
the Prime Minister cum Minister of Finance, YAB Dato’
Sri Mohd Najib Tun Haji Abdul Razak. The Council sees the
2016 Budget as fulfilling expectations, given the challenging
economic situation in view of the decreased income derived
from oil revenue and the need to reduce the budget deficit.
The Council’s view is that the current situation has reduced
the propensity of Malaysians especially those in the M40
category comprising households earning between RM3,860
- RM8,319 to save and create wealth, ensuring their financial
and emotional wellbeing on reaching their retirement years.
Exacerbating the situation, the financial literacy of
Malaysians is alarmingly low. According to an AKPK report,
5,547 individuals aged below 35 years were declared
bankrupt in 2014. The figures raise serious concerns about
the present and future financial and emotional wellbeing of
Gen Y Malaysians who comprise the largest consumer pool.
A recent survey by the Asian Institute of Finance found that
while Gen Y have high spending power, they lack confidence
in financial literacy. 58% of them rated themselves as having
average financial knowledge. Further, Malaysian Gen Ys are
experiencing financial stress as they are living beyond their
means and are in debt at such a young age. As financial
products and markets become increasingly complex and
diverse, Gen Ys are more likely to bear more financial risk
than previous generations. This point to a critical need for
literacy in financial management.
To overcome the worrying trend, what is urgently required is
financial literacy for Malaysians of all ages. The Council feels
that much more could be done to improve the current low
level of financial literacy among Malaysians. Although BR1M
will help the lower income group cushion the rising cost
of living somewhat, it cannot be considered a long- term
solution. The Council has always maintained that teaching
individuals financial planning is more crucial than providing
monetary assistance. Being smart about spending could be
better than doubling or quadrupling the aid budget.
What the Council looks forward to is more opportunities
for educating Malaysians in financial planning, given the
financial challenges faced by Malaysians in these difficult
times. MFPC, as an organization that has been internationally
recognized as the Best Islamic Finance Education Provider
2015 subsequent to having been accorded this award by
Global Islamic Finance Awards (GIFA) recently, can play an

important role in providing education in financial planning.
What would be required are preventive and not just curative
measures.
Our proposals are:
1. To embed financial planning education in the schools
and universities curriculums:
This will greatly help in inculcating financial literacy and
financial planning from a young age, helping Malaysians
become more aware of the importance of better
managing their finances, leading to their financial and
emotional wellbeing.
2. To work with government and semi government bodies,
the private sector, employers and trade associations
to provide financial planning education for their
employees.
3. To encourage more qualified financial planners to fulfil
their social responsibility by
• providing financial advisory services to those in the M40
category to help them better manage their finances
and thus improve their wellbeing, and
• conducting classes on financial management for
schoolchildren to inculcate good financial habits at a
young age.
4. To provide retrenched staff of banks, MAS, etc. with
training in financial planning education and to provide
them with the opportunity to become qualified financial
planning professionals, adding to the pool of qualified
financial planners in the country.
The Council acknowledges the benefits provided to SMEs
in the Budget, assisting them to sustain and grow their
businesses, and in their financial planning capability.
All in all, the budget has met the rakyat’s expectations,
considering the constraints faced by the government. In
this regard, MFPC looks forward to continue its ongoing
initiatives to help Malaysians better manage their finances
and alleviate the current trying times.

MFPC’s External Relations & Publicity Round Table

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

13

Promoting Fin ancial Stability with Insurance Guarantee S chemes

Promoting Financial Stability with
Insurance Guarantee Schemes

VOL. 3
2015

Insurance Guarantee Schemes Protect Financial
Consumers, and Strengthen Confidence and Trust
in the Industry

H

as it ever occurred to you what would happen if your
insurance or takaful operator becomes insolvent? What
will happen to your policy? Will you be able to make a
claim? You should know that there are various forms of financial
consumer protection in place, which include depositors and
policy owners’ protection.
The Insurance Guarantee Scheme (IGS) is one such scheme,
which provides protection to consumers in the event of an
insurance company failure. An IGS will pay the claims and be
the single point of contact and information, providing certainty
and protection to policy owners. It provides peace of mind for
policy owners against the risk that their claims will not be paid
when an insurer becomes insolvent.
At the same time, an IGS protects the industry by securing
continuity of insurance policies-it can either transfer them to a
solvent insurer or take them over directly. It minimises disruption
from insurance insolvencies, safeguards and contributes to the
orderly and least cost resolution of an insurer, providing options
to help an insurer stay in business. It also levels the playing field
between the insurance and banking industry by providing
protection to savings type insurance products, which are
comparable to the deposits products that are protected by the
deposit insurance system.
IGS provides last resort protection by avoiding use of tax payers’
money and proposes the most economical solution, which will
ultimately strengthen confidence and trust in the industry, and
maintain stability of the financial system. Thus, IGS is important to
policy owners, the insurance industry and for financial stability.

AN IGS FOR MALAYSIA

After the 2008 financial crisis and given the increasing
importance of insurance as a protection and savings
mechanism, a comprehensive IGS was introduced in Malaysia,
known as the Takaful and Insurance Benefits Protection System
or TIPS, administered by Perbadanan Insurans Deposit Malaysia
(PIDM).
PIDM also administers the Deposit Insurance System (DIS). The
DIS and TIPS are set up with the objective of protecting the
majority of Malaysian financial consumers, specifically bank
depositors as well as takaful and insurance policy owners,
to ensure that they do not lose their hard earned savings or
insurance and takaful benefits in the event of a member bank,
takaful operator or insurance company failure.
DIS and TIPS protection is automatic-financial consumers do
not need to apply or pay for this protection. PIDM member
institutions remit annual premiums and levies which provide
access to funds in the event of any failure.
PIDM complements the roles and functions of Bank Negara
Malaysia which regulates and supervises these financial
institutions. It monitors the health and soundness of these

institutions and has a risk minimiser function that enables it to
resolve and intervene before a troubled institution becomes
insolvent and impacts other financial industry players. PIDM
also provides financial incentives for its members to adopt
sound risk management practices. Members with lower risk
profiles pay lower premium or levy rates than those with higher
risk profiles.

PROTECTION FOR POLICY OWNERS

TIPS protects a wide range of takaful certificate and insurance
policy owners, including individuals, partnerships, corporates,
registered societies, cooperatives and charities, from the loss of
their eligible takaful or insurance benefits. Based on the current
TIPS protection, 95% of individual policy owners are covered in
full. The remaining 5% are also covered but up to the specific
limits.
Takaful and insurance benefits eligible for protection include
death, critical illness, permanent disability, loss of or damage
to property, disability income, annuity income and medical
expenses incurred. The TIPS protection limits vary according to
the type of benefit protected, which can be up to RM500,000
or more per relevant benefit.
Examples of takaful and insurance benefits not eligible for
protection under TIPS include:
•

Takaful certificates and insurance policies denominated in
foreign currencies or issued outside Malaysia;

•

Loss of profit, pecuniary loss incurred due to acts of
dishonesty by employees and damages payable for
professional negligence; and

•

Investment or the unit portion of investment linked takaful
certificates or insurance policies.

All takaful operators as well as insurance companies (including
locally incorporated subsidiaries of foreign insurance
companies operating in Malaysia) licensed to conduct
family and/or general takaful or life and/or general insurance
business in Malaysia are members of PIDM. Membership in
PIDM is compulsory as provided under the PIDM Act.
With these protection systems in place, Malaysians are able
to have peace of mind and confidence in the stability
of the financial industry. PIDM spends considerable effort
and collaborates with various parties towards enhancing
awareness about DIS and TIPS. Financial planners too have a
key role in educating consumers so that they have a better
understanding of the financial products and their features.
For more information on PIDM protection and the full list
of member institutions, please visit PIDM’s website at
www.pidm.gov.my or call our toll-free line: 1-800-88-1266.
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Investing in Cooperatives:
A Feasible Asset Class with
Heart and Soul for Community
Development?

Assoc. Prof. Dr Zurina Shafii
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M a na gem ent Inst i t ut e (IFWMI), Uni ver s i ti S a i n s
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C

ooperatives are not a new phenomenon in Malaysia.
Cooperatives in Malaysia were first established in 1922,
the year in which the Cooperative Societies Enactment
1922 was enacted. The early objectives of cooperatives were
to improve the standards of living in the rural areas and to
eradicate poverty. Cooperative members (also known as
user-owners) are responsible for running the cooperative
businesses in order to improve their socio economic wellbeing
(National Cooperative Policy II (NCP II), 2011-2020). The
increasing number of cooperatives in Malaysia is a good
indication that people are more confident with cooperatives
as a way to improve their standard of living.
The efforts by the government to accelerate the growth of
cooperative development is evident in the formulation of
the National Cooperative Policy II (NCP II) 2011-2020 that
was launched on 16 July 2010. The formulation of both the
NCP I (2002-2010) and NCP II (2011-2020) was to provide
guidance for cooperatives to improve their performance,
thereby helping to contribute to the nation’s economic
growth. The cooperative sector in Malaysia was targeted as
the third engine of the nation’s economic development in
the Ninth Malaysian Plan, and by 2013, its contribution was
expected to increase 5% of the Malaysian Gross Domestic
Product in 2013 as reported by the Yearly Financial Report of
Cooperatives (2010).
The cooperative sector is monitored by a formal institution,
namely Cooperative Commission of Malaysia (Suruhanjaya
Koperasi Malaysia (SKM)), which supervises and monitors
cooperatives by introducing regulations and guidelines to be
adopted by cooperatives. The measures raise the adoption
of best practices in governance and management of
cooperatives. This in turn improves cooperative performance,
accountability of board and management to members and
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stakeholders and enhances transparency and reporting.
Since their introduction in 1922, cooperatives have always
been recognized as a vehicle to elevate the standard of living
of the poor and low income earners by improving their ability
to mobilize resources among the people within the urban and
rural sectors of the population (Cooperatives Development
Department, 2004). As a spillover effect of cooperative
development and growth, a new asset class investment has
been born. Households could become members or invest as
non-members in cooperatives to invest in real economic sectors
which the cooperatives are involved in.
This article reviews cooperative investment as an emerging
investment with growth prospects. The article introduces
cooperative operation, it’s definition, what it does, and the risk
and return characteristics of cooperative investment. The article
also highlights a feature of cooperative investing, the impact of
investing on community empowerment, sustainable growth of
the real economic sector and job creation. Finally, the article
discusses the challenges to the growth of cooperatives and
investing from the aspects of governance and monitoring,
transparency and human capital.

COOPERATIVE OPERATION DEFINED

The International Cooperative Alliance (ICA) has defined
a cooperative as “an autonomous association of persons
united voluntarily to meet their common economic, social and
cultural needs and aspirations through a jointly owned and
democratically controlled enterprise based on the cooperatives
principles”.
The International Cooperative Alliance has adopted seven
cooperative principles accepted by cooperatives around the
world as foundational principles for establishing cooperatives.

Fin ancial Planning
Investing in Cooperatives: A Feasible Asset Class with Heart and Soul for Community
Development?|
Cooperatives place these values into their cooperative
practices. These seven cooperative principles are: (1)
voluntary and open membership, (2) democratic member
control, (3) members’ economic participation, (4) autonomy
and independence, (5) education, training and information,
(6) cooperation among cooperatives and (7) concern for
community (Cooperative Societies Act 1993).

WHAT ARE THE ACTIVITIES OF
COOPERATIVES?

Cooperatives are founded to provide products and to render
services to their members. In Malaysia, cooperative activities
are banking, credit and finance, agriculture, housing, industrial,
consumer (adult and school), construction, transportation and
services. To invest in these cooperatives, householders could
become members of the cooperative, joining some 7 million
of members of various cooperatives in Malaysia (Malaysia
Cooperative Society Commission, 2011) and contribute to
get member shares in exchange for of the capital invested.
The statistics reported by Malaysia Cooperative Society
Commission in 2011 indicated that the total numbers of
cooperatives were 9,074 with a membership of 7,040,309. The
shares of these members were 10.5 billion. These cooperatives
mobilised 92.8 billion assets and 23 billion turnover as in 2011.
The cooperative sectors that have the most members are the
credit and finance and the consumer section with 1.9 million
members and 2.5 million members respectively.

HOW ARE COOPERATIVES FINANCED?

Cooperatives are financed via their members, business
surpluses and from external funds. Members help finance the
operations and growth of the cooperative through:
i.
one-time or annual membership fees
ii.
member contributions with no individual ownership
attached, such as service fees
iii.
member share capital
iv. individual member deposits with the cooperative
which may be used for business in case of savings
cooperatives
A significant amount of capital usually consists of member
share capital. Share capital represents individual members’
financial stake in the cooperative. It is withdrawn only when
the member leaves the cooperative. Some other forms of
member contributions, usually related to patronage, are more
variable but once given cannot be withdrawn and hence are
a particularly useful form of cooperative capital.
Similar to business organisations, profit from cooperative
operations could be retained to finance the growth plan of
cooperatives. This is a long-term source of funds since most
cooperatives’ rules allow these funds to be distributed only
when a cooperative is liquidated. Unlike loans, or individual
member deposits, the cooperative does not have to pay
interest to use these funds.
In addition, cooperatives could obtain capital from external
sources. These non-member sources of funds may include
cooperative or commercial banks, suppliers, government or
donor agencies. Examples of external fundings are:
i.
Grants from government and foundations

ii.
iii.
iv.
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Short-term finance from government and commercial
fund providers
Long-term finance from government and commercial
fund providers
Trade credit offered by a supplier

COOPERATIVE INVESTMENT AS AN ASSET
CLASS

There are considerations before one embarks on cooperative
investing. In my view, cooperative investment could be
considered as an investment that has growth potential with
more than average risk profile when compared to listed equity
investment such as quoted shares and unit trusts. Cooperatives
are usually involved in the growing economic sector, which
lends the prospect of growth of assets and revenues to
members/ investors. In Malaysia, banking, credit and consumer
cooperatives usually pay out double digit returns to members.
The returns were near to 20% in previous years, but shrank to
around 12-15% in current years. The scenario is similar to Islamic
cooperatives in Thailand. From my interview with Board members
and top management of Sakofah Savings Cooperative in Krabi
on September 2015, I learnt that the return to members is around
15% per year.
The return on investment to members is obtained from profit
of the cooperative operation. In Malaysia, the majority of
members are in credit and finance cooperatives. These
cooperatives are able to generate high return on investment
to members as credit activities are booming in Malaysia to fill
the gap of financing facilities not served by banking institutions.
Stringent banking regulations in current years have resulted in
inviduals obtaining finance from cooperatives. High growth in
this enhances return to credit/finance cooperatives.
In addition, the emergence of Shariah compliant finance
facilities by cooperatives also boost cooperatives as providers
of Shariah compliant finance to the Muslim population. The
same was also observed in Thailand. Savings cooperatives
satisfy the need for Shariah compliant business and consumer
financing in the Muslim minority country. In areas where Muslims
form a significant population base such as in Krabi, Satun, Yala,
Narathiwat and Pattani, the emergence of Islamic cooperatives
is significant. Muslims in Thailand are using the cooperative
movement as a vehicle to raise finance to expand businesses
and to finance consumption to make them financially included,
unlike before when there were no Islamic banks and Islamic
cooperatives in Thailand.
The risks of cooperative investment lies in several critical areas,
namely management, cash flow and limited capital. As for
cooperative management, it is a practice that cooperatives are
managed by its members. The efficiency of the management
is determined by the competence of the elected Board and
the management team appointed at the annual member
meetings. Members of cooperatives are usually not professional
managers, with some of them serving on a voluntary basis.
This gives rise to management inefficiencies when making
investment, capital expansion and asset acquisition decisions.
This fact that professional management is a challenge to the
cooperative movement in Malaysia is acknowledged by
Malaysia Cooperative Society Commission.
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FPC Wins
est Islamic Finance Education
Provider Wards 2015 (GIFA)

M

FPC received the Best Islamic Financial
Education Provider 2015 Award at the Global
Islamic Finance Awards (GIFA) ceremony held
on 28 September 2015 at Gulf Hotel, Manama, Kingdom
of Bahrain.
The GIFA Awards are given to highlight the best practices
in Islamic banking and finance and to honour the success
of governments, institutions and individuals in Islamic
banking and finance, with the ultimate objective of
promoting social responsibility, adherence to Shariah
authenticity and commitment to Islamic banking and
finance.
The award has been given in recognition of MFPC’s Shariah
Registered Financial Planner (Shariah RFP) programme
which aims to add to the efforts to make Malaysia an
Islamic Financial Centre, to elevate advancement in

18

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

Islamic Finance and Takaful, and to increase the pool of
professionally qualified Shariah financial practitioners in
Malaysia.
MFPC’s Shariah RFP Programme was launched by YB Dato’
Seri Mohamed Khaled Bin Nordin, former Minister of Higher
Education on 21 August 2008.
Encik Md Adnan Md Zain, President of MFPC stated, “The
recognition we have received from GIFA is testament that
our programme is gaining traction as the gold standard
qualification in Islamic financial planning. It has given us
greater courage to promote Shariah Financial Planning to
all Malaysians who are in need of the valuable knowledge
and skills provided by the programme. I trust that this award
will be our stepping stone in making our Shariah programme
more recognized and accepted not only in Malaysia but
also globally.”
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National Occupational Skills Standards (NOSS) Promotion
and Briefing for the Financial Planning Industry at Sasana
Kijang, 20 August 2015
As part of its efforts to ensure sustainable growth of the
financial planning industry in Malaysia, the Malaysian
Financial Planning Council (MFPC) attended the National
Occupational Skills Standard (NOSS) promotion and
briefing for the financial planning industry on 20 August
2015 at Sasana Kijang.
In alignment with MFPC’s mission to enhance the
image of the financial planning profession, MFPC
takes ongoing steps towards the professional
development of financial planners. MFPC has
thus undertaken the initiative to collaborate with
Asian Institute of Finance (AIF) and Department
of Skills Development (JPK), Ministry of Human
Resources Malaysia, to develop skills standards for
the financial planning industry.

MFPC Tea Talk Series:
Financial Planning as Effective
Marketing Tools

According to The Wall Street Journal, for financial
advisors, the development of marketing skills and tools to
convince potential clients of their ability is as important
as improving their technical skills.
In view of this, MFPC organized a Tea Talk Series on
Financial Planning as Effective Marketing Tools on 3
September 2015 at the MFPC Conference Hall.
The speaker at the event was Tung Siak Leng who holds
the Registered Financial Planner (RFP) and the Shariah
Registered Financial Planner (Shariah RFP) designations.
He provided the 80 participants with knowledge
regarding the basic marketing skills that financial advisers
need to attract clients and the ways to build a strong
client base to grow their business.
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Memorandum of Agreement
(MoA) between SEGi
University and Malaysian
Financial Planning Council
(MFPC) on Masters in
Financial Planning

MFPC signed a Memorandum of Agreement (MoA)
with SEGi University in developing a
Masters Programme that would allow
graduates to be awarded a double
qualification, namely the Masters in
Financial Planning and the professional
Registered Financial Planner (RFP)
designation that is approved by Bank
Negara Malaysia as a professional
qualification for the application of
the Financial Adviser’s Licence and
the Financial Adviser’s Representative

Excerpt of Datuk
Chua Tee Yong’s
Speech

The Malaysian financial system
plays an important catalytic
role
in
facilitating
the
economic
transformation
and growth of the Malaysian
economy towards a high
value-added, high-income economy. Critical to
this outcome includes the deepening of our talent
pool and enhancing financial education to increase
the participation of all segments of society in the
financial system. Toward this goal, it is estimated that
the industry would need 200,000 of such talents by
2020 and Financial Planners are the key enablers.
The Ministry of Finance is thus glad that Malaysian
Financial Planning Council and SEGi University have

Excerpt of MFPC
President Encik
Md Adnan Md
Zain’s Speech

We are indeed very
pleased and delighted
that MFPC has tied up
with SEGi University on
the
implementation
of the Masters Programme which will enable
potential students to be equipped with sound

20

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

Licence, and by the Securities Commission Malaysia
for the Capital Markets Services Licence (CMSL).
The MoA was signed by Encik Md Adnan Md Zain,
President of MFPC and Emeritus Professor Muhamad
Awang, Vice Chancellor of SEGi University and
witnessed by YBhg. Datuk Chua Tee Yong, Deputy
Minister of Finance Malaysia. The event took place
at the SEGi University Auditorium Hall on 6 October
2015.

collaborated on conducting this Masters programme
and I am optimistic that through such initiatives the
industry would be able to chart new levels of growth.
The global Islamic financial industry has experienced
substantial growth for the past decade. In Malaysia,
the concerted efforts of Malaysia International
Islamic Financial Centre, Bank Negara and SC
have gained a lot of traction. In this regard,
I am indeed very pleased to congratulate the
Malaysian Financial Planning Council for being
awarded the Best Islamic Finance Education Provider
2015 by GIFA in Manama, Bahrain last Monday.
The award by MFPC once again displays the
commitment of Malaysia towards the development
of Islamic Financial planning in Malaysia. You can
be rest assured of the continued support of the
Ministry of Finance (MoF) towards the Council and
the initiatives that are being undertaken in financial
education among the public.

financial planning education knowledge. In view
of SEGi’s well known brand, MFPC is optimistic
that this initiative will bear significant results and
achieve success. For this, on behalf of the Council,
I would like to record our appreciation to the
professors from the Centre of Continuing Education
for jointly developing this programme with the
Certification and Compliance Board of MFPC.
It is our hope that the programme will meet its
objective and be well received by the market and
will serve the purpose of producing graduates that
can contribute to the industry in due course.
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Investment Guide:
Taking “Stock” of GST

T

he GST has replaced the current Sales and Service
Tax as part of the Malaysian Government’s tax
reform initiative to enhance the capability,
effectiveness and transparency of tax administration
and management. Fixed at a standard rate of 6%,
the GST is levied on goods and services across the
various stages of production and distribution, from the
manufacturer right down to the consumer. Investment
products and services are a form of goods and services
and are thus subject to GST treatment. The illustration
of how GST will be applied to you as an investor follows.

SHARE-TRADING, UNIT TRUST AND REITS
INVESTORS

Collective investment schemes such as unit trust funds
and real estate investment trusts (REITS) are managed
by fund managers who provide various management
services for the investor. For unit trusts, fee-based
services such as the sale or transfer of units as well as
trustee services, would incur GST. As for REITS, charges
on property, lease and marketing management
services are subject to GST. Brokerage commissions
or clearing fees are also subject to GST at a standard
rate. In share trading, services offered by banks such
as arranging, structuring and underwriting equity
issuances, the placement and trading of shares, and
advisory, custody and nominee services are subject to
GST.
As a consequence, the cost of owning a share or fund
would rise. This also means that your shares or funds will
need to produce higher yields in order to make up for
all the charges and fees paid, as well as GST expenses.
Service/ Income Earned
from Investment
Capital Gain from equity,
and property investments
Dividend received/ Interest
earned/ Income distributed
Buying or selling shares/REITs/
TFs/Unit trusts

Cost
No
No
No

Stamp Duty

No

Brokerage Fees

Yes

Clearing Fees

Yes

Unit trust upfront fees/sales charge

Yes

Unit trust management fees/
performance fees charge

Yes

Unit trust switching transfer fees

No

Foreign fund management fees

No

To illustrate, let’s assume that the management fee
of an investment management firm is 1.8%. Having
invested RM100,000 on any one product, you will be
paying RM1,800 annually on management fees alone.
Adding the 6% GST to the picture, you will now need to
pay RM1,908 instead.

STATUTORY MANAGED FUNDS

Those who invest their money in the EPF would be
subject to GST due primarily to the fund management
services provided.
Item

GST Levied

Contribution

No

Contributions invested into funds

No

Withdrawal

No

Trustee Fee

Yes

Buying or selling of securities

Yes

Consultancy, management or
intermediary fees or services

Yes

The same applies for private sector managed funds
such as retirement plans offered by banks, investment
and insurance companies.
Investors are always urged to understand all investment
costs and charges applicable before deciding to invest
their hard-earned money. There is a need to ensure
that investments will yield sufficient returns, even after
deducting the necessary fees and charges. With the
implementation of GST on the horizon, this becomes
even more important as investors will be paying more
in terms of costs and charges, thus reducing actual
profits.
Being aware of the extra fees and charges you incur
for each investment allows you to manage your total
transaction costs and maximise return on investment.
Knowing the applicability of GST on your investments
will enable you to make informed investment decisions
for a brighter financial future.
© Securities Commission Malaysia (SC). Considerable care has been taken
to ensure that the information contained here is accurate at the date of
publication. However no representation or warranty, express or implied,
is made to its accuracy or completeness. The SC therefore accepts no
liability for any loss arising, whether direct or indirect, caused by the use
of any part of the information provided. The information provided is for
educational purposes only and should not be regarded as an offer or a
solicitation of an offer for investment or used as a substitute for legal or
other professional advice. For enquiries regarding sharing, republishing or
redistributing this content please write to: admin@investsmartsc.my.
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MFPC FINANCIAL PLANNING WORKSHOPS
AND ACTIVITIES
RAS 2.0 PROGRAMME (29-30 JUNE & 1, 6-8 JULY 2015) - EPF INSTITUTE

KARNIVAL 1PESARA MALAYSIA (4-5 AUGUST 2015) - DEWAN KOMPLEKS ISLAM, SARAWAK

2015 INVESTMENT OUTLOOK, HOTEL ISTANA (15 AUGUST 2015)

SECTOR – FOCUSED CAREER FAIR, UNITEN (SFCF) (19 AUGUST 2015)
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INTAN WORKSHOP (6-8 OCTOBER 2015) - INTAN, KL

INVEST SMART FEST 2015 (ISF 2015)
(9–11 OCTOBER 2015) - MIDVALLEY EXHIBITION CENTRE (HALL 3)

RFP CAPSTONE
(15-17 JUNE & 3-5 AUGUST 2015)

RFP CAPSTONE PENANG
(29-30 JUNE & 1, 29-31 JULY 2015)

RFP MODULE 7
(6, 7, 8, 13-15 JULY 2015)
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So Far, Yet So Close

Kevin K.M. Neoh,

R FP , M BA
Indep end ent Fi nanci al Ad vi sor,
VK A W eal t h Pl anners Sd n. B hd .

T

he issue of retirement has become a stubborn issue
that has been bugging governments worldwide of
late. Despite the promising growth prospect of a
number of Asian countries, Asia itself is also faced with a
daunting battle with the problem of ageing and retired
populations. In 2012, Manulife Asset Management
published a report titled Funding the golden years: The
financial and economic factors shaping retirement
provision for Asia’s rapidly aging populations, covering
11 Asian countries and revealing the many challenges
these countries face regarding their ability to provide
for their rapidly ageing populations.
The findings of the report divided the countries into
three major categories, i.e.:

1. Most Favourable Conditions: Taiwan, Hong Kong,
Japan;
2. Favourable
Conditions:
Malaysia, Thailand;

China,

Singapore,

3. Challenging Conditions: Indonesia, South Korea,
Vietnam, The Philippines.
The findings of the report divided the countries into
three major categories, i.e.:
1. Most Favourable Conditions: Taiwan, Hong Kong,
Japan;
2. Favourable
Conditions:
Malaysia, Thailand;

China,

Singapore,

3. Challenging Conditions: Indonesia, South Korea,
Vietnam, The Philippines.
In summary, these Asian countries are basically faced
with the challenges of ageing populations, declining
saving rates and a declining elderly support ratio.
Amongst Asian countries, Japan is well known for
having its ageing population as its Achilles heel.
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Other Asian countries can in fact use this as a good
role model as well as a warning. Although Malaysia
is considered a ‘young nation’ for now, its ageing
population is growing and we may well reach the level
of severity that Japan is now facing in no time. Out
of 100 people who are working, 8 are aged 65 years
and above. From 2012 to 2050, it is expected that this
number will have risen to 25 out of 100 (bearing in
mind that Japan at present is already well ahead of
this number). Should this scenario materialise (which it
surely will since human beings get older as each day
goes by), it simply means that we will not be able to
escape this inevitable in just 35 years’ time.
The same report, however, did rightly point out
that Malaysia does have two advantages, i.e.
approximately 60% of our population comprises those
who are working and earning income and therefore
contributing to Malaysia’s relatively higher household
saving rate compared to its neighbours. However,
the Organisation of Economic Co-operation and
Development (OECD) in its 2011 statistics pointed
out that Malaysia also has a relatively low pension
coverage ratio. Of course, this pension coverage ratio
is only based on mandatory and statutory pension
to population size, which in our context means EPF
(Employees Provident Fund). As most of the working
community only have EPF as their official pension
savings, this pension coverage ratio tends to be
skewed downwards.
In Malaysia, employees and salaried persons contribute
to the EPF regularly as an avenue to prepare for their
inevitable golden age. Most people tend to fall into
the trap of thinking that because of their contributions
to EPF, their golden age is secured and well provided
for, and hence lack proper awareness of planning
for their retirement. In reality, most of us actually only
contribute 11% of our salary towards our retirement
fund, and as statutory requirement, employers have to
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Diagram 1: Pension Coverage Ratio of Asian Countries
Sources: OECD (2011

also contribute their fair share of 12%-13% (depending on
the employee’s income threshold), taking the contribution
to the 23%-24% mark. Think about this: at present 89% of our
salary is being taken home as disposable and discretionary
income available for spending. Yet most people have
realised that they have got insufficient money to live the
lifestyle they want. So what makes us think that the 23%24% of savings towards our retirement fund will be enough
to safeguard our golden age? Isn’t this mind set a bit
naive? Some may argue that since the EPF generally gives
out annual dividends, therefore the actual contribution is
about 30% instead of 23%-24%. But I would think otherwise.
Please bear in mind that the dividend is meant to protect
the purchasing power and value of our savings from being
destroyed by inflation. It is therefore to be treated as an
avenue to protect our purchasing power, but not to be
treated as an additional form of savings.
In a more shocking revelation, EPF’s 2011 statistics show that
active members aged 54 years have only an approximate
average savings of RM150,000. Some may argue that they
do not fall in this category as they are ‘above average’;
however, the same report did also point out that out of
6.2 million active members, only 7.37% have savings that
exceed this average amount of RM 150,000. The majority
(70.89%) of active members actually have EPF savings that
are below RM50,000. This means that if a person were to retire
from work today and fixed deposit offered a 4% interest rate
per year and inflation were at 3% per year and he needed
RM2,500 a month to maintain his lifestyle, he would then
have exhausted his retirement fund of RM150,000 in just a
short 5 years.
Now my question is, is retirement only a five-year journey?
As persons who are responsible for our own financial and life
future, we should aspire to avoid the above from becoming
reality. As such you can consider these:
1. Do what you love doing, now
2. Save regularly, now
3. Find suitable instruments for your retirement fund
4. Make time your friend, not your foe

When we ask someone when they would like to retire,
chances are the majority would say “the sooner the
better”, or “as early as I can”. No matter how different
the words used, the same answer is given. It all points to
one conclusion, i.e. they can’t wait to get out of their
jobs! But think: if you are now doing the work that you
love doing, and assuming that your health condition
permits you to continue doing the same thing, will
you still want to escape from it ‘as soon as possible’?
I am sure that we are not short of people who are still
working hard despite already being well beyond the
mandatory retirement age, or are still contributing to
society actively. If we were to ask these people what
keeps them continuing to do what they are doing,
you usually get the answer that it is because they love
doing it. Therefore, it is important to note that the first
healthy step in properly planning for your old age is to
discover what keeps you moving, what you love and
have passion for. Of course, after the discovery, have
the courage to jump out of your current situation and
pursue it.

2. SAVE REGULARLY, NOW

The question of whether or not one has a substantial
amount of savings is a critically important question not
only for retirement, but also towards realising one’s life
potential. A person who has savings tends to be more
ready to grab opportunities that knock on their door
while the one without savings will often find that they
are missing out on opportunities and get frustrated
with that, and perhaps they will start to point fingers
at the lack of luck, or that they were not born with
a silver spoon, etc. In fact, we do not need a silver
spoon to be successful. We need savings if we want
to be able to seize any opportunity that presents itself.
Without savings, one cannot have the courage to
make drastic changes to one’s life, or to even think
about making a career change, to start a business,
etc. All this requires capital in the form of savings. So
if you were to work for ten years then realise that you
want to start a venture, or that you cannot take the
politics in your office anymore, before you make the
decision to get out, chances are money will be one
of the key considerations. Not having enough savings
will be a hindrance. Hence, savings do have a critical
role. It is just that most people tend to underestimate
the importance of saving, or put their money into
inappropriate vehicles. So, start by building the habit
of saving, and it will benefit us for life.

3. FIND A SUITABLE INSTRUMENT FOR YOUR
RETIREMENT FUND

We are living in an age where we cannot afford to
keep our money at home, or in a bank account as
it will be eroded by inflation. All our savings serve a
specific purpose; therefore, be financially literate
to recognise that you will have to identify a pool of
savings that cater for retirement. It is much like travel.

5. Retire
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We have different types of vehicles to choose from
depending on our requirement and factors such
as travel distance, time, cost etc. Similarly, we also
do need to have different allocations and uses of
instruments to manage our money, and to select an
instrument that is suitable for our retirement fund. Look
for instruments that can provide the following features:
a. Deferred withdrawal
b. Low cost
c. Tax savings benefit

However, not many forms of investment instruments
including EPF actually meet these criteria. The other
alternative or supplementary instrument will have to
be the Private Retirement Scheme (PRS). PRS is an
ideal option to accumulate and save for retirement.
It is not only because it contains the desired features
stated above. If today a person aged between 20-30
years contributes RM1,000 into the PRS Fund within the
same calendar year, this contributor will also stand to
receive an additional one-time incentive of RM500
from the government provided the contribution is
made between 2014-2019.

5. MAKE TIME YOUR FRIEND, NOT YOUR FOE

Most of us are well aware that sometimes retirement
may seem to be something very distant, but if you
have this thought, this is where the danger lies. The
following two tables with two extreme scenarios should
be a good wake-up call for those who consciously
elect to procrastinate, and it should tell us with clarity
that time is a two-edged sword. Use it right, it benefits
you. Abuse it, it cuts you.
YEAR
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

SAVINGS
1,200.00
1,200.00
1,200.00
1,200.00
1,200.00
1,200.00
1,200.00
1,200.00
1,200.00
1,200.00
-

ACCUMULATED SAVINGS
1,296.00
2,695.68
4,207.33
5,839.92
7,603.11
9,507.36
11,563.95
13,785.07
16,183.87
18,774.58
20,276.55
21,898.68
23,650.57
25,542.62
27,586.02
29,792.91
32,176.34
34,750.45
37,530.48
40,532.92

Table 1: Use time right, it will help us
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YEAR
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

SAVINGS
2,400.00
2,400.00
2,400.00
2,400.00
2,400.00
2,400.00
2,400.00
2,400.00
2,400.00
2,400.00

ACCUMULATED SAVINGS
2,592.00
5,391.36
8,414.67
11,679.84
15,206.23
19,014.73
23,127.91
27,570.14
32,367.75
37,549.17

Table 2: Abuse time, it will cut us

6. RETIRE

Now, this phase does not really look as simple as it
may seem. In fact it is tricky and also the phase when
we cannot afford to make mistakes. However, many
people have made drastic mistakes at this phase and
find themselves in a difficult position. Despite being
retired, we still need to learn to invest our retirement
fund, and not to blindly withdraw all our funds and
place them in conservative instruments. We must still
do proper asset allocation to maintain exposure into
equities or alternatives. If you keep all in cash or fixed
income, you are only exposing yourself to inflation risk,
which is very threatening to our wealth. Take note
that we can still leave our PRS savings and let the fund
manager continuously manage it for us. It does not
mean that upon retirement the account has to be
closed for good. Similarly, why rush to close your EPF
account as soon as you hit the mandatory withdrawal
age? We must recognise the need to continue to
invest and manage our retirement nest egg, and
that if we were to withdraw all our funds, we lose the
opportunity cost.
All in all, it is very important for us to realise that the
need to start thinking about something that may
seem as far away as retirement is not in the future,
but instead, today! And that while retirement may
look like the biggest ‘purchase’ we will eventually
make, it is also one of the easiest ones should we start
planning for and take action to prepare ourselves for
this ‘purchase’. The sooner the better, the easier.

B ank Negara Ma laysia (BNM)
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How to spot
a Multi-Level
Marketing (MLM) in Malaysia?
SOURCE: AGENSI KAUNSELING DAN PENGURUSAN KREDIT (AKPK)

T

here are many who have been approached
by MLM representatives, with promises of great
returns. Everything is presented perfectly, and
often without the mention of any losses, from the
initial deposit, the ‘guaranteed’ profit to the processes
involved. The general rule of thumb is, if it sounds too
good to be true, it probably is. But, before you turn
down the offer of a low risk investment, learn the
characteristics of a MLM.

Money does not grow on trees, so ensure that you are
putting money in a legal business where the risks suit
your appetite and you will not be at danger of losing
your money or friends or family. Remember, if you have
pay anything up front before starting a job, you are a
customer, not an employee. Therefore, invest wisely.
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The Vestiges and Omens before
the Stock Market Collapse:
A Strategy in Investment Planning

Leow Hon Wei

B B A ( Ho ns) , M BA ( Appl i ed Fi nance and Investme n t),
C L A R I T A S Investment Cert i fi cat e, RFP, CRM,
S HA R I A H R FP , C hIFP.

I

t’s good to start investment planning from your “cradle” to
your “grave” Most vitally, one should start planning early.
There are many investment resources available for planning;
one of the most famous is the stock market. The stock market
plays an essential role of resource allocation by allowing
capital to flow into markets that need priority for economy
growth and provide liquidity for the primary market and
the secondary market. In the context of emerging markets,
funds are more needed than ever before as the pace of
globalization increases. Therefore, the vestiges and omens
before the stock market collapse are getting more attention
globally in investment planning. Below are some key factors
that enable you to plan your investment more effectively.
1. Slowdown of the Chinese Economy
China is the country that bailed out the world economy
during the 2008 financial crisis, with huge capital injected
into the financial market to stimulate the investment in
fundamental infrastructures. Hence, China also creates
the future and accelerates the growth of the commodity
market. However, its GDP growth has dropped below 7%
lately compared to the last 25 years, and the real economic
growth may even weaker than known.
2. Crash of the Commodity Market
The slowdown of China’s economy has caused the
commodity market to experience significant volatility.
For instance, the price of crude oil is one of the important
indexes to proxy economic growth, and recently the price of
Brent Crude Oil dropped sharply to less than $50 per barrel.
3. Debt Crisis of the Raw Material Industry
In the capital market, existing businesses around the world
have borrowed more than a few hundred billion dollars for
fund raising for exploiting new mining opportunity and drilling
crude oil. Therefore, repayment ability depends much on
raw material prices, which must be higher than before to
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be considered profitable. As a consequence to the
significant decline in crude oil prices and metal prices,
most of the investments have been making a loss.
4. The Emergence of the Domino Effect
The supports of the world economy have become less
in the past few years for the China and other emerging
markets. Hence, some central banks have also lost
their power and ability to control the economy.
For instance, early this year, investors still preferred
the Swiss Franc as a currency hedging tool against
risk. When the Bank of Europe started to inject money
to bail out the economy and caused the Euro to
depreciate, the Bank of Switzerland also lost the power
of decision making on currency policy.
5. The Revaluation Risk on Credit Market
Many strategies are adopted by central banks to evaluate
the ability of loan repayment, and the market depends on
the revaluation of default risk to adjust the interest rate on
borrowing. For the past six years, banks have relied heavily
upon the quantitative easing (QE) from the central bank
to rise funding and provide loan facilities. Therefore, this
may create some pressure on the interbank overnight
borrowing system due to the increased interest rate.
6. The Interest Rate Shock
The US and London have kept their low interest rate
policy for the past six years; nevertheless, both countries
are expected to raise their interest rate in the near
future. In addition, investors who favour the US Dollar
will appreciate; therefore, investors are expected to
react prior to the announcement.
7. Discovery of Third Longest Bull Market in the
History
The bullish London Stock Market started approximately
in March 2009, and remained bullish for more than
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77 months. In contrast, there have been only two
occurrences of bullish markets in the history. The first was
during the economic collapse of 1929, and the second
was when the technology bubble burst during 2000.
8. US Stock too Expensive
According to Nobel Prize Winner Professor Robert Shiller of
Yale University, the cyclically adjusted price-to-earnings
ratio (CAPE), also known as Shiller P/E of US S&P 500, is 27.2x.
The CAPE current indicator is higher than the average of
16.6x or 64% higher than before in history. Since 1882, this
scenario has only appeared three times, in 1929, 2000 and
2007.
Besides the issues highlighted above, the current market
outlook also needs attention and is important to make
investment decisions in the near future. The International
Monetary Fund (IMF) World Economic Outlook emphasizes
the following aspects:

a. Decline in World Economic Growth

The IMF’s global economic growth forecast is about 2.2%
for the beginning of the first quarter of 2015 and a drop
of about 0.8% for the second quarter of 2015. Therefore,
the consequences of the decline of the world economic
growth will be reflected by the unexpected output
contraction in the United States, Canada and Mexico.

b. Rebound in Oil Price

After the significant decline in oil prices recently, there
was a rebound in the second quarter of 2015, better
than expected, reflecting a higher demand and oil
production growth. Although the trend is a rebound,
World Economic Outlook states the average annual oil
price will be expected to remain at around US$59 for
2015.

c. Inflation Rate

The rebound in oil prices in the second quarter of 2015
led to the increase in fuel consumption price. Therefore,
the monthly inflation index has been starting to bottom
out in many advanced countries such as the US, and in
turn, the impact of disinflation in the previous year was
stronger than what was expected.

d.	Rise in Interest Rate (Bond Yields)

Also according to IMF’s World Economic Outlook, since
April 2015, sovereign bond yields for 1 year and above
have increased about 30 basis points on average in
the United States and about 80 basis points in the EU
except for Greece. However, corporate and household
borrowers still remained favourable to this financial
condition.

e.	Advanced Economies

The stable recovery of domestic demand in the EU
leading to increase in inflation are on track with the
current economic conditions. Therefore, the growth rate
potential has been reflected in many EU economies,
except for the Greece. In other advanced countries
such as Japan, the strong pickup in capital investment
accelerated the growth rate for the first quarter of 2015.
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f.	The Growth in Emerging Markets

Growth in emerging markets is estimated to decline to 4.2%
in 2015 as compared with 4.6% in 2014. The decline reflects
the contagion impact of dampening of commodity prices,
rebalancing in China, tightening of financial conditions (Latin
America and oil exporters), economic distress (Commonwealth
of Independent States, North Africa and Middle East), etc.

g.	The Economic Policy Priorities

Production output is forecast to pick up and encourage
growth globally. Therefore, the increase in actual and
potential production output supported by demand and
structural reforms the economy continues to be economic
policy priority. In many advanced economies, the
implementation of quantitative easing should continue to
accelerate economic activities and re-lift the inflation level
back to aim. On top of this, the near-term fiscal stance should
be more flexible and easier in the aspect of improvement
of infrastructure investment in some of the countries with
higher fiscal space. In some of the countries with higher ratio
public debt per capital, the fiscal consolidation should be
adhered to get equilibrium between the debt reduction and
implementation of quantitative easing on economic activity.
For the economies of emerging markets, the policy imposed
on the macroeconomic environment is aimed to support
demand. The purpose of the support is to accelerate longrun growth in the economy through the implementation
of spending reprioritization and tax reform. If we look at
the perspective of oil producing countries, the decline
of oil prices have lightened price pressures and caused
some unnecessary economic hurt, which will burden the
monetary policy. In addition, government fiscal spending
should be revised due to lower income from oil. In certain
aspects, the depreciation of the exchange rate will help to
balance the impact of the decline in demand for oil related
terms-of-trade losses with flexible exchange rate regimes for
oil producer countries.

h.	Other Factors

The shutdown of banking operations in Greece and the
referendum caused more uncertainties about future prospects
and frightened international partners. Subsequently, it led to a
significant higher spread on Greek sovereign bonds. On the other
hand, world financial market reactions have been relatively
muted with regard to the decline in the prices of risky assets and
a modest increase in the prices of safe-haven sovereign bonds
The Shanghai composite index has increased by more than
150% over the past year. In contrast, the trend peaked in
mid-June and the Chinese stock market dropped by about
30% recently, due to the government’s many strategies to
stem the decline, causing higher financial market volatility.
In conclusion, investment planning emphasizes fundamental
analysis and technical analysis most of the time and the above
are some of the vestiges and omens before a stock market
collapse, more suitable to adhere to in the macroeconomic
analysis and industry analysis under fundamental analysis. Last
but not least, the information helps investors to make effective
investment decisions in investment planning.
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omething as massive as the current financial crisis
is much too large to have one or two or even
three simple drivers. Below is a discussion of three
drivers that are often not at the top of lists about the
origins of the crisis. And in all three cases, my mother
would have cautioned against those mistakes.
When I was 16, I had some fine arguments with my
mother about the girls that I was dating. My mother
did not want me dating any girls that she did not want
me to marry. That was absolutely silly, I argued. I was
years and years away from getting married. That was
a concern for another time. My mother knew that
in those days, “shotgun marriages” were common,
a sudden unexpected change that triggered a longterm commitment. Even without getting a shotgun
involved, five years later I got married to a girl that I
started dating when I was 16.
Well, there are two different approaches to risk that
firms in the risk-taking business use. One approach is to
assume that they can and will always be able to trade
away risks at will. The other approach is to assume that
any risks will be held by the firm to maturity. If the risk
managers of the firms with the risk-trading approach
would have listened to their mothers, they would have
treated those traded risks as if they might one day hold
those risks until maturity. In most cases, the risk traders
can easily offload their risks at will. Using that approach,
they can exploit little bits of risk insight to trade ahead
of market drops. But when the news reveals a sudden
unexpected adverse turn, the trading away option
often disappears. In fact, using the trading option
will often result in locking in more severe losses than
what might eventually occur. And in the most extreme
situations, trading just freezes up and there is not even
the option to get out with an excessive loss.
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So the conclusion here is that, at some level, every
entity that handles risks should be assessing what
would happen if they ended up owning the risk that
they thought they would only have temporarily. This
would have a number of consequences. First of all, it
could well stop the idea of high speed trading of very,
very complex risks. If these risks are too complex to
evaluate fully during the intended holding period, then
perhaps it would be better for all if the trading just did
not happen so very quickly. In the case of the recent
subprime-related issues, banks often had very different
risk analysis requirements for trading books of risks vs.
their banking book of risks. The banking (credit mostly)
risks required intense due diligence or underwriting.
The trading book only had to be run through models,
where the assignment of assumptions was not required
to be based upon internal analysis.
My mother would often caution me against some
activity by saying, “What if everyone did that?” She
did not allow any actions that were not sustainable as
a general course for everyone.
Well, an implicit assumption in the way that many
practitioners use financial models is that their planned
activity is marginal to the market. If you ask the
manager of a large mutual fund about that
assumption, they will generally laugh out loud. They are
well aware that their trades must be made carefully to
avoid moving the market price. Often they will build
up a position over a period of time based upon the
normal flow of trading in a security. That is a very microexample of non-marginality. What happened with the
subprime mortgage market was a drastic shift in activity
that was clearly not marginal. When the volume of
sub-prime mortgages rose tenfold, there were two
major changes that occurred. First, the subprime
mortgages were no longer going to a marginally more
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creditworthy subset of the folks who would technically fit
into the subprime class; they were going to anyone in that
class. Any prior experience factors that were observed of
the highly select subprime folks would not apply to the
average subprime folks. So what was true on the margin is
not true in general.
The second marginal issue is the change in the real estate
market that was driven by the non-marginal amount of
new subprime buyers who came into the market. On the
way up, this expansion in the number of folks who could
buy houses helped to drive the late stages of the price run
up because of that increased demand. That increase in
price fed into the confidence of the market participants
who were feeding money into the market.
Risk managers should always be aware that marginal
analysis can produce incorrect results. They should follow
my mother’s caution “What if everybody did that?” and
look into their statistics more carefully.
When my friends and I gathered in my backyard to play
various games, my mother always kept her ears open.
She was always pointing out that I was often trying to
impose rules or rulings that would in current business terms
be called self-dealing.
There were signs that something was dangerously wrong
in the U.S. housing market at least six months prior to the
August 2007 market freeze. Back in February 2007, HSBC
reported large additions to mortgage loan loss reserves
for its U.S. business. The first public reports of a stop page in
the run-up of real estate prices came out in the spring of
2007. But several of the firms that experienced the largest
losses did not stop their activity until the day that the
market froze. How could they be so blind?.
Some of this was driven by the
folks who themselves were
employed full-time doing
that business. To them, this
activity was the sole source
of their income. They
had to keep dancing.
They had to hold the
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opinion that the bad news was a temporary blip and
that things would soon turn around. In fact they had very
strong incentives to portray the situation that way and
to cast doubt on anyone who claimed otherwise. That
would make the decision to pullback on the subprimerelated activity a battle between the financial/risk area
and a major revenue source. The extreme version of
this issue is what is being reported in the press about the
accounting for the financial products unit at AIG, where
the business unit head excluded a key audit person from
their discussions of how they would account for their CDS
business where decisions were made that ultimately led
to a finding of material weakness by the independent
auditor.
Risk takers need to have a reliable source of independent information about the risks of their businesses that is
outside of a political fray. It happens again and again that
business managers portray the risk assessment as a political
decision. But a simple look at incentives would reveal that
only one player the business managers themselves has
the incentive to push a particular point of view. A simple
grid can be established that looks at four possibilities:
1) that the negative risk assessment is true and the firm
acts to reduce potential losses; 2) that the risk assessment
is false and the firm reduces activity to reduce losses;
3) that the assessment is false and the firm acts; or
4) that the assessment is false and the firm does not
act. Under most compensation programs, the business
manager will be incented to continue business
regardless of the risk. They are incented AGAINST risk
management. Usually, the risk manager incentives do
not change materially under any of the four scenarios.
Top management needs to be aware of this incentive
mismatch when listening to the arguments.
Often you hear the phrase “it’s not the money it’s the
principle,” which almost always indicates that it is the
money. My mother would have known.
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ith the deteriorating financial and economic
climate in the country and globally, it has
become more important for people to make
well-informed financial decisions. In Malaysia, many
institutions, public and private, have stepped up their
efforts to educate people of all ages to gain and
use financial skills and knowledge to make informed
financial decisions by understanding the products
and services available as this impacts their financial
wellbeing.

Financial literacy helps to educate people on
managing their finance and yet there is growing
evidence that many people are rather poorly
informed when they make many consequential
economic choices. For example, many people
make “financial mistakes” when dealing with credit
card fees and interest payments such as car loans,
mortgages, and other credit purchases, to name a few
(Agarwal et.al, 2006). According to Dr Pushpa Wood,
Director of Financial Education and Research Centre
(Fid-Ed), Massey University, New Zealand, having
financial literacy alone is not enough for people to
reach optimum financial wellbeing. While it is known
that enhancing financial literacy is an important
issue, many researchers are suggesting that improved
knowledge may not guarantee sound financial
decisions (Hutton and Klein, 1999; Shanteau and
Steward, 1992).
All of us must make financial decisions on a daily basis,
which can range from deciding whether or not to buy
a certain brand of milk to more complex financial
decisions such as investing in shares and buying
a house. However, some people do not have the
financial capability to make the decisions at hand. The
possible reason might be because they have never
had the opportunity to learn and use the information
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they have regarding the relevant financial decisions.
Could this lack of financial capability prevent people
from even attempting to engage in financial planning?
Now, let us take a closer look into financial capability
in financial planning. Financial capability is not an
easy concept to be measured. It actually involves
knowledge of specific terms and concepts and
comprises many features of behaviour. Examples
of behaviour include how people manage their
resources and how people make financial decisions
by using certain specific skills. The integration between
financial literacy and financial capability can
optimize one’s financial wellbeing (see Diagram 1).
The extensive range of financial knowledge (financial
literacy) must not only be acquired effectively,
but also be applied skilfully (financial capability)
in managing one’s financial portfolio and yielding
the desired level of returns (financial wellbeing).

Financial
Literacy

Financial
Capabilitities

Financial
Well-being

Diagram 1: Integration of financial literacy and financial
capability well-being

What is Financial Capability in the
Context of Financial Planning?

Financial capability is when people can make a sound
and well-informed financial decision by using their
financial planning skills, financial knowledge, attitudes
and behaviour. People who are financially capable
can confidently take advantage of valuable financial
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services and be responsible to use the services
ethically. Even if they do not use the term “financial
capability”, most people intuitively understand the
importance of financial skills, knowledge, and access
to financial wellbeing and economic stability.

What are the Components in
Financial Capability?

The Financial Capability Formula is as follows:
ƒ(χ) = knowledge+skills+access to resources
Theoretically, financial capability consists of a
combination of knowledge, skills and access to
resources. People who are financially capable can
understand the terms of their home loan, credit cards
and other related financial matters. As for the skills
components, people with financial capability can
calculate the total costs of using credit cards and the
monthly instalments of a home loan. Some capable
people also manage to access relevant resources for
managing their finances, such as getting advice from
a financial planner or hiring financial services planning
(access to resources).

Who are the People with
“Financial Capability”?

According to the authors of Financial Inclusion 2020,
people with financial capability have the following
characteristics:
• Actively and confidently use financial services.
• Comfortably handle their finances and can make
good informed financial decisions.
• Are in control of their financial services usage which
do not give any harm to them.

• Are aware of the consequences of poor financial
decisions and are very motivated to avoid them.
• Continue to be capable financially throughout
their lifetime.
• Seek to get more financial knowledge when
needed.
• Acknowledge their financial limits and strengths.
• Diversify a portfolio of financial services and use it to
get the most effective usage of limited resources.
• Are well-informed about their rights and
responsibilities as financial services consumers and
protect them.
• Recognize any financial scam and avoid it.

How to Build Financial Capability

Getting a hold on our finances can be intimidating
especially if we lack financial capability. Do not worry
as many people are in the same boat. Here are some
guidelines that can help us to build our financial
capability (Sherraden, 2010):

1. Get relevant information
individual’s rights

and

know

an

VOL. 3
2015

People must ensure that all relevant information about
the services and products are available for them to
understand before making any financial decision.
This information may include penalty charges for
late payment for credit card use and the annual
percentage rate (APR) of credit cards. Usually, people
become more confident and empowered to carry
out a particular action if they are provided with
information on their options and the pros and cons
of these options, including how feasible they are, as
well as what rights they have. Without this information,
nobody should be expected to make a well-informed
financial decision.

2. Be aware of any financial support, financial
coaching and financial counselling offered
by public and private institutions

In order to overcome the sense of lacking financial
capability, many people often turn to professional
advisors for help. In Malaysia, there are many financial
organizations which can assist people in working out
their finances and budget, and educating people
about financial planning. These include Agensi
Kaunseling dan Pengurusan Kredit (AKPK), Malaysian
Financial Planning Council (MFPC), Financial Planning
Association of Malaysia (FPAM) and other financial
planning companies. Hence, it is significantly important
not to leave people feeling isolated when dealing with
financial decision-making.

3. Understand our current condition

Sometimes, there is a change in our current capacity
and capability in making a decision. For example,
some people are in the process of learning new
information about financial planning, and this situation
may give rise to the difficulty for them to cope and
handle their finances effectively.

4. Have sufficient time to make the financial
decision

Many people use decisional supports such as family,
friends, colleagues, the internet and social media to
assist them in making an important decision. Thus, it is
unlikely to expect people who are lacking financial
capability to make financial decisions such as buying
a house in a shorter time period without consulting
their family and friends.

5. Be qualified to identify economic problems
and conduct cost-benefit analysis

It is very important to understand economic conditions
and how they affect one’s financial wellbeing. This is
due to the macro and micro economic factors which
somehow affect our saving and investment planning
through changing interest rates, volatility of exchange
rates and other factors. By having this knowledge,
people can plan their finances through cost benefit
analysis and assess their financial current position.
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6. Re-examine the financial decision made on a
regular basis

Agarwal, S., Driscoll, J.C., Gabaix, X. and Laibson,
D. (2006) The Age of Reason: Financial

Financial Capability
for Financial Planning
Professionals

Centre for Financial Inclusion. Financial Inclusion
2020. http://www.centerforfinancialinclusion.org/
fi2020.

Financial capability is a multi dimensional concept
which can be assessed from different angles of an
individual’s behaviour. The link between financial
literacy and financial capability has important
implications for the types of communication financial
institutions use to reach their clients. Therefore, financial
planning professionals and government agencies
must try to engage in effective communication and
education skills when delivering their services to people
with different financial capability backgrounds. This
practice can enable more people to gain the benefits
of personal financial planning as effective financial
planning can stimulate economic growth (Case and
Fair, 1999), and reduce social problems such as poverty
and criminal activities. In addition, financial planning
providers can benefit from financially capable clients
who actively use their financial services.

Conclusion

As discussed throughout this article, financial capability
is a very important ingredient in financial planning.
Many people are often unaware about the basic
process of financial planning and some financially
literate people lack financial capability in making wellinformed financial decisions. Hence, more efforts are
needed to strengthen financial capability by providing
financial information, education and training in order
to improve people’s knowledge and skills. The policy
and regulatory changes must always be informed to
enhance financial capability among Malaysians.
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In our efforts to ensure that members continuously enhance their knowledge by reading finance related
magazines, the Research & Publication Board invites members to participate in the following mini quiz.
Please submit your entries to mfpcedu@gmail.com by 31st December 2015. The 1st six correct entries
received will receive a gift voucher of RM50 from MFPC.

1.

Which of the following is not the advantage of
Collective Investment Schemes?

2.

A financially capable person able to do.
a. seeks advice when needed, knows where to go
to get it and has the confidence to ask.

a. CIS are seen as medium to long-term investments,
so investors should not expect to make a profit in
the short term.

b. is well-informed about their rights and
responsibilities as financial services consumers
and protect them.

b. CIS are a flexible form of investment, as you can
either invest a lump sum or you can make a regular
investment each month.

c. comfortably handles their finances and can
make good informed financial decisions.

c. You can monitor the performance of your CIS on a
daily basis as it appears in the newspapers business
reports.

d. stops monitoring
budgeting

money,

planning

and

d. CIS offers liquidity. In other words, the unit holder
may choose to cash in a portion of the CIS or all of
it. This means that your money is always accessible,
which is not the case with all long-term investments.
Your Answer Here

3.

Your Answer Here

One of the limitations investing in cooperatives
is that they have limited sources.
a. True.

4.

Mr Chandran is looking for suitable
investment to prepare him to retire. Which of
the following doesn’t suit him?
a. Bonds

b. False.

b. Private Retirement Scheme (PRS)
c. Vehicle
d. Equities
Your Answer Here

5.

Your Answer Here

Which of the following is NOT a key factor to
consider before making an investment?
a. Evaluate your comfort zone in taking on risk.
b. Inflation
c. Emerging Markets and Developing Economies
d. Low Liquidity
Your Answer Here
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ETHICS & COMPLIANCE BOARD
CIRCULAR
Date : 26 October 2015
To	: RFP and Shariah RFP Designees
From: Ethics & Compliance Board (ECB)
Dear RFP and Shariah RFP Designees
Continuing Professional Development (CPD) Compliance for RFP/Shariah RFP Designees
The objective of the Continuing Professional Development (CPD) is to raise the standard of
competency and professionalism of financial planners and advisers.

To support our Designees with this, the Certification & CPD Board (CCB) has a comprehensive
set of CPD guidelines that serve as a guide on the type of training programmes that RFP/
Shariah RFP designees should pursue to improve their skills and knowledge in providing good
service and advice to their clients. CPD programmes endorsed by the CCB are published for
Designees’ notification and action through monthly email blasts and the MFPC website.
As you are aware, RFP/Shariah RFP Members are required to complete 30-hours of CPD trainings
per year; and the number of CPD hours earned should be submitted to the MFPC by 1 January
each year. In this regard, we would like to inform you that the ECB is conducting CPD reviews
and monitoring CPD compliance and therefore requires all RFP and Shariah RFP Designees to
submit their CPD Reports/Letters/Confirmations to the MFPC Secretariat by 1 January each
year as the MFPC intends to compile and maintain these records and the ECB intends to take
the necessary enforcement procedures in due course.
We look forward to receiving your individual CPD details and are confident that you will carry
out your practice with due diligence and professionalism always.
Thank You.
Your sincerely,

Andy Ng Ng Yen Heng

Chairman, Ethics & Compliance Board
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