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MALAYSIA

Beyond Expectations

SABAH—SOUTHEAST
ASIA’S RISING STAR
It is now almost four years since China’s
President Xi Jinping launched the One
Belt One Road (OBOR) initiative as part of
his plan to reopen the old Silk Road trade
routes between East and West.
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GAINST ALL EXPECTATIONS, 2017 TURNED OUT
to be a bumper year for the Malaysian economy.
Thanks to a combination of the government’s prudent
economic management and success in creating a
user-friendly business environment, the World Bank
felt obliged to revise growth estimates upward not once or twice, but
three times. Once all the data has been collated, Malaysia’s GDP will
be forecast to have grown by 5.9% over the 12-month period.
The international investment community has taken due note. Last
February, Saudi Aramco announced that it was planning to invest
US$7 billion in the Petronas Refinery and Petrochemical Integrated
Development Refinery in Johor, making it the company’s largest
downstream investment outside Saudi Arabia. In November, the
Chinese ecommerce giant Alibaba’s founder and chairman Jack
Ma chose to launch the world’s first Digital Free Trade Zone (DFTZ)
outside of China on two brownfield sites close to Kuala Lumpur
International Airport.
One reason Ma settled on Malaysia for this milestone initiative
was, of course, the country’s strategic location close to the Strait of
Malacca. Already one of the world’s busiest ship channels, it is only
likely to see traffic volumes increase over the next few decades on
account of China’s multibillion-dollar investment in its Belt and Road
initiative, President Xi’s plan to boost commercial links between Asia
and Europe by reviving the historic Silk Road trade routes.
As a founder member of the relatively new ASEAN Community
economic bloc, Malaysia’s geographic position is also playing
into the hands of its financial sector. “Historically, companies
and investors based in Central Asian countries like Kazakhstan
would normally look to Dubai or London as their default financial
hub,” observes Kenanga Investors CEO Ismitz Matthew De Alwis.
“These days, they are more likely to be factoring Malaysia into their
decision-making process because we are both geographically and
culturally closer. It is also more practical to work with us because
we are in the same time zone and find it easier to work with Japan,
Singapore, China, and Hong Kong.”

There are other reasons why Malaysia is increasingly being
perceived as a good place to both invest and do business in. High
among these are the series of transport and infrastructure projects
initiated by the authorities as part of their drive to nurture a businessfriendly environment. These include the Pan-Borneo Highway and the
three-line Klang Valley Mass Rapid Transit System serving the Greater
Kuala Lumpur area.
Then there are its five economic corridors. Beginning with Iskandar
Malaysia, established more than 10 years ago, the corridors act
as hubs for the promotion of free trade and business incentives in
strategic investment regions and are designed to give some sort of
regional balance to Malaysian economic development.
At least one them has fulfilled its objective. “We have seen a
significant interest from investors since the introduction of the
corridor,” says Datuk Yaakub Johari, president of SEDIA (Sabah
Economic Development and Investment Authority), which acts as a
one-stop shop for investors looking for opportunities along the Sabah
Development Corridor. “I think the most important thing is that,
because the state and federal authorities are working in unison and
giving out the same message, it gives potential investors confidence.”
So what of Malaysia’s immediate future? More of the same, appears
to be the general consensus, with the economy on track to maintain a
growth rate of between 5.5% and 5.8% again this year driven largely
by private-sector domestic demand and supported by stable labor
market conditions and continued income growth. If these predictions
prove correct, there is every possibility that Malaysia remains on
track to attain its goal of earning reclassification as a high-income
developed nation by the end of the decade.
If the government has its way (a general election is due to be held
sometime during 2018), this is only one step on a longer journey. In
October 2016, Prime Minister Datuk Seri Najib Razak launched the
Transformasi Nasional 2050 (TN50) project that aims to use this
anticipated upgrade in status as a platform from which to transform
Malaysia into one of the world’s leading countries in terms of
economic development, citizen well-being, and innovation. 

INCE THEN, AN ESTIMATED
US$1 trillion has been
committed to the development
of the roads, railways, and ports that
connect Asia to Europe.
With most of the commercial vessels
transporting cargo across the OBOR’s
southern maritime route obliged to pass
through the Strait of Malacca, this is
potentially very good news for the East
Malaysia state of Sabah and the Sabah
Economic Development and Investment
Authority (SEDIA), which has been
tasked with turning what has historically
been one of Malaysia’s least developed
states into one of the region’s leading
economies.
Sabah is situated on the northern
tip of the island of Borneo and
subsequently enjoys a prime strategic
location between the South China
Sea and the strait, one of the world’s
busiest shipping lanes. But as well
as having great potential as a trading
hub, Sabah is endowed with its own
rich natural resources, including oil
and gas, fisheries, agricultural, and
forestry.
Nearly 10 years ago, in recognition of
the state’s economic potential, Sabah
was designated as one of Malaysia’s
five economic corridors with the dual
aim of improving its inhabitants’ quality
of life and accelerating economic
growth. A year later in 2009, SEDIA was
set up to promote inward investment
and to coordinate the respective efforts
of the state and federal governments
in this field. Working closely with the
Malaysian Investment Development
Authority, BiotechCorp, and other

investment promotion agencies, SEDIA
has had a steadily growing momentum.
By 2015, Sabah had become Malaysia’s
fastest-growing state. It is expected to
carry on growing at an average rate of
4% to 5%.
As a way of focusing its efforts,
SEDIA has identified several key focus
areas (KFAs) where it hopes to attract
investment: oil/gas and energy, tourism,
manufacturing and logistics, palm oil,
and education. In recognition of its
significance to the national economy,
energy has been one of SEDIA’s top
priorities from the outset.
Completed in 2014 through a JV
between Samsung Engineering and
the state-owned Petronas, the Sabah
Oil and Gas Terminal (SOGT) already
handles the daily production of some
300,000 barrels of crude oil and 1 billion
standard cubic feet from the offshore
West Coast Field in the South China
Sea. More than 25% of Malaysia’s
hydrocarbons lie beneath Sabah’s
waters, and the terminal is part of
Petronas’s larger Sabah-Sarawak
Integrated Oil and Gas Project, which
also includes the development of
several other offshore fields and the
500-kilometer Sabah-Sarawak Gas
Pipeline (SSGP).

SABAH IS
ADDITIONALLY
BLESSED WITH
A NATURAL
ECOSYSTEM THAT
SEEMS TAILORMADE FOR 21STCENTURY TOURISM.

Datuk Dr. Mohd. Yaakub Hj. Johari
President and Chief Executive of SEDIA

Its lush rain forests and Gunung
Kinabalu (Southeast Asia’s highest
mountain) are home to some weird
and wonderful flora and fauna such
as flying frogs and squirrels, mudwalking fish, diving monkeys, and
insect-eating plants. It also boasts
scenery of outstanding beauty, perhaps
the most stunning of which involves
a 215-kilometer trek to the Tanjung
Simpang Mengayau headland on the tip
of the Kudat Peninsula where the South
China and Sulu seas merge.
Annual visitor numbers now stand
at 3 million, triple what they were 15
years ago, and it seems that Sabah’s
potential as a tourist destination is
far from exhausted. SEDIA is now
focusing its attentions on attracting
a combination of long-stay visitors,
eco-adventure tourists and high-end
second-home buyers. A central part of
its Coastal Tourism Master Plan is the
development of the Kinabalu Gold Coast
Enclave, a string of four luxury tourist
developments for which it is looking to
attract around US$2.8 billion in inward
investment by the end of the decade.
Palm oil is the second-most-traded
vegetable oil crop in the world, Malaysia
is its second-largest producer, and Sabah

is its palm oil belt. But while palm oil
has traditionally been used in cooking,
it is now starting to be used in biotech
products as well as an ingredient in
bio-diesel and as a fuel to be burned
in power stations to produce electricity.
To capitalize on the increase in demand
that this is expected to trigger, SEDIA has
set up two palm oil industrial clusters
that have already attracted overseas
investors. Three years ago, the U.S.based Elevance Renewable Sciences
agreed to partner with Malaysia’s GIB in
the construction of a bio-refinery in the
Palm Oil Industry Cluster (POIC) that is
due to come on-stream next year.
The POIC has been one of SEDIA’s
success stories and has attracted more
than US$2 billion in investments, with
a new container terminal scheduled to
open later in the year. It is just one of
many transport and logistic projects,
including the recent modernization of
the Kota Kinabalu International Airport
complementing the state’s premier
Sapangar Bay Container Port, soon to be
upgraded, that SEDIA is championing to
make Sabah a significant hub in today’s
globalized economy. 

CAGAMAS—
HOUSING THE NATION

INTELLECTUAL PROPERTY CORPORATION
OF MALAYSIA (MYIPO)—
MALAYSIA´S MASTERMINDS

With homeownership rates running close
to 73%, Malaysia can lay claim to having
one of the most highly developed housing
markets of the booming economies of
Southeast Asia.

A

S EVER-GREATER NUMBERS
of Malaysians flock to its
conurbations to fill new
posts being created in the energy
and white-collar sectors such as ICT,
finance, and biotechnology, this is quite
an achievement.
It was not always so. Even as recently
as the 1970s and early 1980s, a
mismatch between the time it would
take the average consumer to pay off
a mortgage (around 15 years) and
the relatively short deposit liability of
commercial banks (nearer 12 months)
meant that banks were reluctant to lend
to housebuyers.
Cagamas emerged as the
government’s solution. Established
in 1986 as the National Mortgage
Corporation of Malaysia, Cagamas was
tasked with both broadening the spread
of homeownership and expanding the
country’s secondary mortgage market
through the issuance of corporate bonds
and sukuk (Shariah-compliant bonds)
to finance the purchase of housing
loans and receivables from financial
institutions, select corporations, and the
public sector.
In the 30 years that have elapsed
since then, Cagamas has been
responsible for issuing some US$70
billion worth of bonds and sukuk and
has refinanced US$31 billion worth
of housing loans that equates to
approximately 1.9 million homes.
“In many senses, we fulfill the same
role as Fannie Mae in the U.S., except
that we only purchase loans that
meet our eligibility criteria,” explains
Cagamas CEO Datuk Chung Chee
Leong. “And because of this prudent

risk-management strategy coupled with
a track record of strong capitalization
and stable profitability, we have been
assigned both local and foreign currency
long-term issuer ratings of A3 by
Moody’s Investors Service, which are in
line with Malaysian sovereign ratings.”

CAGAMAS’
COMMITMENT
TO PRUDENCE IS
CENTRAL TO ITS
STRATEGY AND
HAS HAD THE
DESIRED EFFECT
OF ENABLING THE
CORPORATION TO
SOURCE FUNDS
in the capital markets at more
cost-effective rates than some of the
country’s banks, which means that it
in turn can pass the savings to the end
users in the form of cheaper rates.
In recent years, Chung and his
colleagues have begun to reap the
rewards of this reputation for sound
financial governance in the international
markets. In 2014, a year after obtaining
an international Moody’s credit
rating, it launched two US$2.5 billion
multicurrency EMTN (Euro medium-term
note) programs, one for conventional
and one for Islamic markets.
The response, according to the
Cagamas CEO, was “phenomenal” with
the Chinese RMB1.5 billion (US$230
million) issue oversubscribed by 3.1
times. At the time, the choice of the
renminbi for its first bond issue in a
foreign currency was inspiring, but it
was, in fact, simply a continuation of the
corporation’s determination to provide

On the 22nd of November 2015, the leaders of the 10 countries
that have signed up to the ASEAN trading bloc formally adopted
AEC Blueprint 2025. That plan is a comprehensive road map
aimed at establishing a policy environment supportive of the
innovation required to improve productivity in a collective economic
space with a combined GDP of just under US$3 trillion.
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Datuk Chung Chee Leong
Cagamas CEO

Malaysia’s banks and ultimately its
homeowners with the very best value
for money.
“We were expected to issue our first
international bond in U.S. dollars,”
Chung recalls, “but we chose renminbi
because we recognized that there
was a huge pool of funds in the RMB
market just waiting to be invested,
which allowed us to obtain some very
competitive pricing and to avoid paying
the premium that tends to be imposed
on most new issuers.” Cagamas
remains currency-neutral to this day
and is constantly on the lookout for the
best deals available across the world.
The corporation has also been
instrumental in educating Western
markets about the potential of sukuk
that it sells on to investors inclusive of
Malaysia’s burgeoning Islamic banking
sector and on whom many of the
country’s Muslims and non-Muslims
alike rely for their financial services,
including their mortgages.
“Back in 2013 when we started
talking to investors in the U.K. and Hong
Kong about sukuk, they were reluctant
to get involved because they didn’t
really understand them,” says Chung.
“But after their governments started
issuing sukuk, demand has risen.”
Domestic demand for sukuk is, in fact,

higher than it is for the conventional
bonds, he remarks, and the math makes
sense: While Malaysia’s Islamic banks
and other Islamic financial institutions
are restricted to only buying sukuk, its
conventional lenders and funds are
under no such constraint.
As well over half of Malaysia’s adult
population currently owns their own
home, Cagamas is in discussion with
the central bank about the extension of
its remit. It is already actively involved
in two government initiatives—the
My First Home Scheme and the Youth
Housing Scheme—aimed at providing
affordable house financing to low- and
middle-income earners through its
subsidiary, which guarantees the first
10% of loans to homebuyers earning a
maximum of US$1,200 per individual
or $2,400 per household. It is also
exploring ways to translate its business
model to help with the country’s
infrastructure development and the
growth of its SME sector.
Given Cagamas’ strong track record,
sound corporate governance, and
commercial acumen, they are both set
to be in very safe hands indeed. 

NE OF THE BLUEPRINT’S
key clauses deals with the
strengthening of
intellectual property (IP) rights, which
its authors identified as being critical in
helping ASEAN member states to move
higher up what they describe as “the
technological ladder” by encouraging
the transfer of that technology and
by supporting the region’s economic
development.
It was fitting that the blueprint’s
ratification should have taken place
in Kuala Lumpur, because Malaysia’s
capital is home to the Intellectual Property
Corporation of Malaysia (MyIPO), one of
the region’s most active champions of
IP’s role in attracting inward investment.
“We need to realize that IP has got real
value,” says MyIPO’s general director,
Dato Shamsiah Kamaruddin. “We are
on a mission to establish a complete IP
ecosystem that includes IP valuation
and trading, technology transfer, and
an IPR (intellectual property rights)
marketplace.”
Since it was incorporated 14 years
ago, MyIPO has, in fact, preempted
some of the initiatives enshrined in the
ASEAN blueprint. In 2013, for instance,
it designed an IP valuation model that is
intended to work as a guide for banks,
SMEs, and other stakeholders on the
appropriate approach to take toward the
thorny topic of IP valuation. MyIPO is now
also working with Malaysia TechVentures
to provide valuation and finance to the
country’s IP-dependent SMEs.

FROM THE
OUTSET, MYIPO
HAS ALSO BEEN
INSTRUMENTAL
IN EDUCATING
BUDDING
ENTREPRENEURS
ABOUT THE
IMPORTANCE OF IP
THROUGH A SERIES
OF IP AWARENESS
CAMPAIGNS WITH
THE HELP OF THE
IP MOBILE UNIT
(MU), A MODIFIED
VEHICLE THAT
TRAVELS THE
TOWNS AND
COUNTRYSIDE
OFFERING ADVICE
ON PATENT
REGISTRATION,
TRADEMARKS,
INDUSTRIAL
DESIGNS, AND
AVAILABLE ONLINE
SERVICES.
It also carries with it an exhibition
mapping the entire IP journey from design
stage through to the marketing of the
finished product. In addition, MyIPO has
six permanent offices dotted around the
country as well as its HQ in Kuala Lumpur.
Perhaps the most tangible evidence
of the organization’s success on
the domestic front, however, is the
growing popularity of its annual IP
Awards that it hosts to coincide with

Malaysia’s National IP Day. Since it
was first launched in 2006, the number
of entrants—particularly from the
country’s network of five research
universities—has steadily grown. In
2017, the awards attracted a record
518 entrants, with the gold medal in the
Organization category going to Universiti
Putra Malaysia’s InnoHub IP ecosystem
that has been responsible for incubating
40 startups and the patenting of around
1,000 products.
These are busy times for Dato
Shamsiah Kamaruddin on the
international front as well; her office is
busy working not only on the legislative
changes required by ASEAN but also
those demanded by the Trans-Pacific
Partnership (TPP) that Malaysia has
signed up to and looks set to go ahead
with despite the withdrawal of the U.S.
The immediate priority is accession to
the Madrid Protocol, the international
treaty that allows a trademark owner to
seek registration in any other signatory
country by filing a single application.
Signing up, she says, is good for the
trademark owners, as it will give foreign
investors confidence in the country’s
IP system.
There are already signs that that
confidence is growing fast; last October,
for instance, Malaysia’s prime minister
announced RMB1.5 billion in funds for
IP financing to encourage the use of
intellectual property as an instrument of
financial collateral with a guarantee of
up to 80% financing.

Dato Shamsiah Kamaruddin
DG of MyIPO

While accession to The Hague
Agreement, provides a mechanism
for registering an industrial design in
several countries by means of single
application and has the commitment
of ASEAN member states under the
10-year ASEAN IPR Action Plan.
Malaysia’s membership in ASEAN
means that Kamaruddin and her staff
of 400 have wider responsibilities as
well, including an obligation to promote
IP systems and knowledge across the
region. “If you compare Singapore and
Malaysia on the one hand to Cambodia,
Laos, and Myanmar on the other,”
she says, “it is clear there are several
different levels of development.”
In 2016, ASEAN launched the IPR
Action Plan, which is specifically
designed to tackle this issue by way of
several initiatives. “Perhaps the most
important is the development of new
networks of integrated services for the
region, including modernization of IP
offices, establishment of Technology and
Innovation Support Centers (TISC) at the
regional level, and implementation IP
Enabling Environment as a continuation
of TISC. The purpose is to share patent
documents among universities and IP
offices and to develop expertise within the
universities themselves,” she explains.
ASEAN’s IP is in capable hands. 

