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History of Banks in Malaysia

Western Bank Post 1900 Chinese Bank Islamic Banks



Phase 1: 1840-1900

The Asiatic Banking

The Mercantile Bank of Corporation and the The Hong Kong and
The Union Bank of India, London and China Commercial Bank of Shanghai Banking
Calcutta in 1855, India both in the 1960's, Corporation in 1884.

1846 1883

The Oriental Bank was The Chartered Bank of Rhe Nederlandse
set up in Singapore in India,, Australia and Handel Matschappij (N.
1846 China in 1859 H. M. ) in 1883.



Post 1900:
Gradual
emergence
of Local
Chinese
Banks

The 1%t local Chinese bank,, Kwong Yik Bank in Singapore in 1903.

Kwong Yik (Selangor) Banking Corporation in 1913. The 1st bank in KL.

Sze Hai Tong in 1906. Chinese Commercial Bank in 1912

Ho Hong Bank in 1917 Overseas-Chinese Bank in 1919.

Lee Wah Bank, Bank of Malaya and Batu Pahat Bank in 1920

Ban Hin Lee Bank in 1935 United Overseas Bank in 1935.

Malay bank was established in 1947 by Maarof Zakaria but it failed in 1952.

Bank of Canton in 1953,

Bank of America in 1955,

Bank of Indonesia in 1955,

Bank of Tokyo and Bangkok Bank in 1957



.The First Malay Bank1947



Islamic Finance

1980- Bumiputra
Economic Congress

1999- BMMB

2004 - (KFH), Al-Rajhi
Investment Bank, Saudi
Arabia and Qatar
Investment Group.

1981- National Steering
Committee.

1997- NSAC at BNM

2007- 12 1B 9 local and
3 foreign players.

1983- BIMB

1994- International
Islamic Money Market.

2001-2010- Islamic
Financial Sector Master
Plan- 20%

1984- Takaful Malaysia

1993- Islamic Banking
Scheme- 1 1B and 20
windows, BBMB, UMBC
and Maybank

2023: 27 CB and 15 IB,
5 DB, 10 takaful
operators and 4

Retakaful operators




Legal Framework

Pragmatic Development of Legal Framework

Stage % Stage 3: Stage 4:
Stage 1: (1994 — 2000)
(1933%’1993 ) Institutional (2001 - 2010) (2011 and Onward)

Instituting foundations building, activity .Strategl.c pols.ltlonmg.& leferahsatlon of th.e
generation & international integration Islamic finance practices
market vibrancy

Enactment of dedicated Legislative Several measures to ensure legal
acts for Islamic banking, amendments to allow framework are _acc_:ommodative M 1 mic Financial
takaful & Shariah Islamic banking Islamic finance Services Act
compliant government windows
funding Central Bank of Capital Market
Malaysia Act Services Act 2007
Islamic 2009 (CMSA)
Banking Act -
1983 (IBA) Dispute
e Resolution
Financial
Government Institutions Act Islamic Fintech
Funding Act 2002 (DFI A) Tax Neutrality
1983 (GFA) Framework
. Law
Takaful Act ey Re.vlew Harmonisation
1984 (TA) Committee

Committee ®




Malaysia’s Approach

Islamic Banks
/4 \ & Takaful
’/Islamic Companies

Islamic™

Money Capital
Markets _ _Markets
Dual Banking
Systeg Capital
Money Markets
Markets conve““°“a\
panks &
Insurance
Companies

Supported by:

' Robust legal & regulatory framework ’ ‘ Diversified players with wide-ranging products ’

' Integrated human capital infrastructure ’ ' Professional services with familiarity on IF ’
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Building a comprehensive Islamic finance system

M l FC Diversified Players

MALAYSIA INTERNATIONAL *Islamic Banking
= = = SLAMIC FINANCIAL CENTRE )

¥'17 Islamic banks
¥'10 Islamic windows

Governance
* Legal & Regulatory
v Islamic Banking Act
v" Takaful Act

Y e e g v'6 DFIs offering Islamic banking
v Capital Market Services Banks & Takaful
i Companies ¥'3 International Islamic Banks

Act
v Deposit Insurance Act

¥'14 International Currency Business
' Units

* Dispute Resolution «Takaful

v' 8 takaful operators

v Judicial system — Dual

dedicated high court banking ' ial e il
¥ KL Regional Centre for | SYStem “Syste 3 retakaful operators
Arbitration \ v 1 International Takaful Operator
v Financial Mediation ! ¥" 5 International Currency Business
Bureau % ’, 8 Units
N /," Conventional o
. ; : : “~~~71Banks & Insurance |~ - -~
Shariah Advisory Council ' Companies * « Fund Management
e £ v’ 8 approved Islamic fund
s . e management companies
“Oney ek *Capital Market v" 35 fund management
v Islamic interbank money market v'55.9% of outstanding private companies with Islamic
v" Diverse short-term Islamic debt are sukuk ke
e v87% permissible counters v' 149 Islamic unit trust fund

Supported by human capital infrastructure 1 Dﬁ ISRA .
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: Focus on how
to migrate Muslim from
practicing riba. The focus
was to find halal solution

by replicating certain
features of conventional
product with some hiyal
to quickly migrate the
practice from riba.

Focus on to be
genuinely based on
Shari‘ah by removing
excessive hiyal in their
practice.

Stages of Islamic Finance

Concern with
the TAYYIB and IHSAN
dimension of having a
“good and responsible

finance”. The
permissibility of a
transaction will not only
depend on the pillars of
a valid contract but also
on Magqasid al-Shari’ah,
the values, ethics,
outcome or
consequences of the
transactions.

STAGE 4: Use of latest
technology to deliver
Shariah compliant
financial solution,
products, services and
investment.




Value-based
Intermediation

VBI: An intermediation function that aims to deliver the intended
outcomes of Shariah through practices, conduct and offerings
that generate positive and sustainable impact to the economy,
community and environment, without compromising the financial
returns to shareholders

Greater attention will be devoted to value creation and value-
based businesses that reflect the true essence of Islamic finance.

Driven by long term and wider objectives (profit, people and planet)

Performance measurement considers both financial and non-financial aspects

Innovation to create values for all
Impact-based approach that fosters good conduct

Meaningful and active roles of key stakeholders (consumers, employees and
public)
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Five successful applicants for the digital bank

Embargo : Forimmediate release i A
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Bank Negara Malaysia (BNM) wishes to announce the five successful applicants for the digital bank licences as
A. The following applicants are to be licensed under the Financial Services Act 2013 (FSA):

» aconsortium of Boost Holdings Sdn. Bhd. and RHB Bank Berhad;

* aconsortium led by GXS Bank Pte. Ltd. and Kuok Brothers Sdn. Bhd; and

o+ rconaar by S T e G el S B FNTlamic Fintech Landape recognizestree more star-ups
Inhe st rvison of theFN lamic FitehLandscap, e et wreincuded hie onevia exluded bringing the o

B. Thejfolowingiappicantsiarsitolbs licensadiunderthe Isiamic Einancial Services At 2015 ((E3%) numberof teohfims offeing Shricomplt rcucs o116, it bking st fom he ko

* aconsortium of AEON Financial Service Co., Ltd., AEON Credit Service (M) Berhad and MoneyLion Inc.; and

* aconsortium led by KAF Investment Bank Sdn. Bhd.
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Financial System in Malaysia

Financial System in Malaysia

Banking Non-banking financial Financial
Sector Intermediaries Markets

Money and Commodity Financial Capital
foreign futures futures and market
exchange market options

markets market



Banking
System

Monetary Institutions-

BNM, Commercial Banks.

Non-monetary Institutions-

Finance Co, Merchant Banks
and Discount Houses.




Development Financial Institutions- Bank
Pembangunan, BKR

Saving Institution- National Saving Banks

and Credit Cooperative

Non-Ban k FinanCiaI Provident and Pension Fund-EPF, Pension
Intermediaries Trust Funds, LTAT.

Insurance Companies- Conventional and
Islamic

Other Financial Intermediaries- Leasing Co.
LTH.




Money and Foreign Exchange- Market for
securities less than 12 months to maturity. Eg-
banker’s acceptance, negotiable instruments.

Capital Market- Primary and secondary

FI nanCiaI Mal"l(ets securities market. Halal and Non-Halal

Counters.

Commodity Futures market and financial

futures market and options market




