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Incorporation of Cagamas 

Presenter
Presentation Notes
Preconditions for establishing a mortgage liquidity companyEffective funding needs of financial institutionsSufficient demand for and supply of housing and housing financeA functioning primary mortgage market, based on a sound infrastructureAbility to effectively assign/transfer mortgage loans Existence of a capital market and a relatively diversified investor baseCommitment by the Central bank / Government to support the new institution in a ramp phase and help name recognitionAdequate regulationConditions for successSupport from banking authorities To encourage primary mortgage lenders to ‘refinance’ with an MRC / MLCTo encourage primary mortgage lenders to invest in the MRC / MLC’s bonds/securitiesSupport from capital market authorities To facilitate issuance of bonds/securities by the MRC / MLCTo encourage investment in the MRC / MLC’s bonds/securitiesSupport from revenue/tax authorities To encourage primary mortgage lenders to ‘refinance’ with an MRC / MLCTo encourage primary mortgage lenders to invest in the MRC / MLC’s bonds/securitiesSupport from usersGood governanceObjectives of CagamasDevelop the Primary Mortgage MarketProvide financial resources to enable primary lenders to grant more loans at fixed rates and for longer tenuresHelp primary lenders narrow gaps between maturity structure of their housing loans and their source of fundsPromote sound lending norms (eligibility criteria)Allow smaller lenders to access long term fundingLower cost of long term funding (scale effect, liquidity, limited intermediation cost)Develop the Capital MarketProvide more debt securities (bonds) with different maturities and ratesIssue secured and simple instruments (easy to assess risk, no valuation issues)Create potentially liquid investment vehiclesCreate a yield curve



6 

Cagamas At A Glance 
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Regulatory Environment 
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HIGH SYSTEMIC SUPPORT 
from Government of Malaysia 

STRONG CREDIT PROFILE 

A3 

 Strong Capitalisation

 Good Asset Quality

 Above-industry-average

 Stable Profitability

 Sovereign Equivalent Rating

 Special policy role
 Supporting the national objective to increase

home ownership & promote development of

Malaysia debt capital market

 Close linkages with BNM and the Government

 High systemic importance in Malaysian

financial sectors

 Significant linkage with other FIs and

prominent role in the debt capital market

Global Rating of A3 by Moody’s 
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Role and Impact of Cagamas 

Presenter
Presentation Notes
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Promoting Home Ownership & Affordability 

10 
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Liquidity Provider  
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Develop Malaysian Capital Market 
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Business Model 



Cagamas Islamic Business 
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 Cagamas Islamic Business started in 1994 to cater to the growing needs of the 
Islamic financial institutions. 

 Cagamas’ Islamic products (Purchase Facilities/Islamic Securities) are developed in 
house by its Islamic Business Department and reviewed by its independent Shariah 
Advisor. 

 Cagamas’ Islamic products are developed in accordance to globally accepted Shariah 
principles and best practices.  

 Cagamas’ Islamic products are approved by the Shariah Advisory Council: 

 Bank Negara Malaysia (Purchase Facilities)  
 Securities Commission (Islamic Securities) 

 
 
 

Cagamas Islamic Business 
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Evolution of Primary Islamic Mortgage Market in Malaysia 

Fixed Rate 
Floating Rate 

(With/Without  
Cap) 

Floating Rate 
(With/Without 
Cap) 

Fixed Rate 
Floating With Cap 

Fixed Rate Floating With Cap 

Murabahah 
Tawarruq 

 
Cost-Plus via 

Tripartite Sale 

Ijarah Muntahiah 
Bittamlik 

 
Lease Ending With 

Ownership 

Musyarakah 
Mutanaqisah 

 
Diminishing 
Partnership 

Bai Bithaman Ajil  
 
 

Deferred Payment 
Sale  

With Ibra’ (Rebate) 

Bai Bithaman Ajil 
 
 

Deferred Payment 
Sale 

1983 2003 2008 2010 2012 

Industry Wide 
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Purchase With Recourse  
 

(PWR) 
 
 
  
 
 

Product Innovation Tradition 

Cagamas has rich product innovation tradition in its 31 years of operations 
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Sukuk Programme 
Programme RM20 billion  

ICP/CP 
RM40 billion  
IMTN/MTN 

USD2.5 billion  
Islamic Multi-currency 

Structure 1. Mudharabah 
2. Musyarakah 
3. Murabahah 
4. Ijarah 
5. Wakalah Bil Istithmar 

1. Mudharabah 
2. Musyarakah 
3. Murabahah 
4. Ijarah 
5. Wakalah Bil Istithmar 
6. Istisna 

Sukuk Wakalah 

Joint 
Programme 
Arrangers 

1. CIMB Investment Bank 
2. HSBC Amanah 

1. CIMB Investment Bank 
2. HSBC Amanah 
3. Maybank Investment Bank 

1. CIMB Investment Bank 
2. HSBC Amanah 

Income Type Fixed Fixed Fixed 

Investment 
Portfolio 
Components 
(where 
applicable) 

For Wakalah Bil Istithmar 
1. Equity  
2. Non-Tangible Asset 

For Wakalah Bil Istithmar 
1. Equity  
2. Non Tangible Asset 

 
1. Tangible Asset (TA) 
2. Non-Tangible Asset 

(NTA) 

Portfolio Ratio For Wakalah Bil Istithmar 
30:70 (Equity : NTA) 

For Wakalah Bil Istithmar 
30:70 (Equity : NTA) 

 
34: 66 (TA : NTA) 
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Cagamas Sukuk Issuances 
Cagamas had helped spur the development of 
the Sukuk market since 1994 by: 
1. Creating and establishing pricing benchmark 

for the Private Debt Securities (PDS) market; 
and  

2. Leading the way in terms of innovation such 
as the use of Crude Palm Oil (CPO) as an 
acceptable underlying asset to facilitate 
sukuk issuance 

From Cagamas’ perspective as an issuer, the 
type of sukuk for issuance purposes would 
depend on, amongst others, the demand of the 
investors as Cagamas’ commitment to fulfil its 
mandates is achieved by matching issuances 
with assets that it purchases. 

Cagamas’ pioneering efforts in the Sukuk space 
provided comfort and confidence to other 
issuers and encourage them to undertake 
further development in their sukuk offerings. 

Cagamas, in meeting its commitment to develop the Islamic capital market in Malaysia, is continuously 
innovating and introducing sukuk structures that would be acceptable to the most discerning investors 
especially with the introduction of its first USD2.5 billion Islamic Multicurrency MTN (Islamic EMTN) 
programme in 2014.  

Total sukuk issuances (as at 31 Dec 2017) = RM52.93 billion 
Outstanding Sukuk (as at 30 June 2018) = RM14.22 billion 

Presenter
Presentation Notes
					



Questions on Issuances 
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What is MTN? 
Medium-term Notes (MTNs) are debt securities with maturities that range from 9 months 
to 30 years or longer. Most MTNs are non-callable, unsecured, senior debt with fixed rates 
and investment grade ratings. 
 
When? 
Cagamas may consider the following factors when deciding between ABS and MTN: 
  
1. Ability to match terms with investors purposes 

 
2. Flexibility of issuance  

• Shariah structure 
• Investors needs/expectations 
 

3. Pricing 
 

4. Turnaround time 
  

ABS vs MTN – what drives Cagamas’ decision? 
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What? 
Private placement method is a method of marketing of securities whereby the issuer 
makes the offer of sale to individuals and institutions privately without the issue of the 
prospectus. 
 
When? 
Depending on the deal and necessity, Cagamas may embark on private placement instead 
of book building. 
 
Who? 
Normally, private placement route is favoured for smaller deals/issuances. 
 
Why? 
1.Faster execution time 
2.Pricing advantages 
 
Why not? 
1.Concentration of securities in a few hands 
2.Less opportunities for investors to subscribe to the issue. 
 

Private Placement: 
Pros and Cons from Cagamas’ Perspective 
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What? 
Enlarging existing tranche size to encourage trading activity and meet the pre requisite 
minimum size for inclusion into widely followed local currency bond indices. 
 
Why? 
- Expedite fund raising 
- Promotion of secondary liquidity for outstanding sukuk 

Stock Reopening 
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When? 
When the overall cost is favourable to Cagamas e.g. cost is lower than issuing in RM*.  
 
*For FCY issuance, it is swapped back to RM, therefore cost of issuance should be  lower 
than that of in RM for Cagamas to opt for FCY issuance. 
 
Which currency? 
Depends on the pricing 
 
What are the issues raised? 
Depending on the type of investors, issues raised would include: 
• Shariah structure;  
• Return/yield; 
• Risks including events of default;  
• Income generation from the underlying asset; and  
• Tenure. 
 

 

FCY Issuance & Concerns of Foreign Investors 

The Islamic EMTN program was established in 2014 to further enable Cagamas to diversify its existing funding 
avenues and investor base.  
 
Additional incentives such as issuances in foreign currency could be due to favourable price movement in Cross 
Currency Swap of a particular currency or simply our inherent funding needs for a specific currency. 
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    Awards & Accolades 
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Awards & Accolades 

Recent Awards and Accolades 
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Awards & Accolades 

Recent Awards and Accolades 

Conferment of 
‘Emas’ Status for 

Cagamas 
Singapore Dollar 

denominated 
Sukuk EMTN 

issuance by Bank 
Negara Malaysia 
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Disclaimer 

THIS PRESENTATION IS BEING MADE TO YOU ON THE BASIS THAT YOU HAVE CONFIRMED AND REPRESENTED THAT YOU 
ARE NOT RESIDENT IN THE UNITED STATES. 
 
This presentation is confidential and has been prepared by Cagamas Berhad (“Cagamas”) for selected recipients for information 
purposes only and may not be retransmitted, reproduced or distributed to any other person or published in whole or in part, for any 
purpose. In particular, neither this presentation nor any copy of it may be taken or transmitted into the United States, its territories or 
possessions, or distributed, directly or indirectly, in the United States, its territories or possessions. Any failure to comply with this 
restriction may constitute a violation of U.S. securities laws.  
 
The information in this presentation is subject to verification, completion and change. No representation or warranty, express or 
implied, is made or given by or on behalf of Cagamas or any of its shareholders, directors, officers or employees or any other 
person as to the accuracy, completeness or fairness of the information or opinions contained in this presentation. Neither Cagamas 
nor any of its respective shareholders, directors, officers or employees nor any other person accepts any liability whatsoever for any 
loss howsoever arising from any use of this presentation or its contents or otherwise arising in connection therewith. 
 
Certain statements contained in this presentation may be statements of future expectations and other forward-looking statements 
that are based on third party sources and involve known and unknown risks and uncertainties. Forward-looking statements 
contained in this presentation regarding past trends or activities should not be taken as a representation that such trends or 
activities will continue in the future. There is no obligation to update or revise any forward-looking statements, whether as a result of 
new information, future events or otherwise. You should not place undue reliance on forward-looking statements, which speak only 
as of the date of this presentation.  
 
Any securities, financial instruments or strategies mentioned herein may not be suitable for all investors. The recipient of this 
presentation must make its own independent decision regarding any securities or financial instrument. This presentation does not, in 
any matter whatsoever, constitute an offer or invitation to sell, or any solicitation of any offer to subscribe for or purchase, any 
securities and nothing contained herein shall form the basis of any contract or commitment whatsoever. In particular, it does not 
constitute an offer or invitation to subscribe for or purchase any securities, in Malaysia, Singapore, Hong Kong,Taiwan or London. 
 
Cagamas does not intend to register any portion of any proposed offering in the United States or to conduct a public offering of any 
securities in the United States. 
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Contact Us 

Cagamas Berhad (157931-A)
Level 32, The Gardens North Tower 
Mid Valley City, Lingkaran Syed Putra 
59200 Kuala Lumpur 
Malaysia 

Tel:  +603 - 2262 1800 
Fax: +603 - 2282 9125 

www.cagamas.com.my 
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