
Money and Bankin
in Malaysia 35th

Anniversary
Edition

B A M NEGARA MALAYSIA



Contents
Foreword to the Fourth Edition v
Foreword to the Third Edition xi
Foreword to the Second Edition xv
Foreword to the First Edition xix
Acknowledgements xxiii
Tables xxvi
Graphs and Charts xxix

I The Economy and the Financial System 1

1 The Economy: A Background Perspective 3
2 The Financial System 29
3 The Flow of Funds 61

II The Central Bank of Malaysia 81

4 The Central Bank: Objectives, Functions 83
and Organisation

5 Instruments of Monetary Regulation 117

III Major Financial Institutions 137

6 Commercial Banks 139
7 Finance Companies 185
8 Merchant Banks 201
9 Discount Houses 215

IV Other Financial Institutions 219

10 Development Finance Institutions 221
11 Provident, Pension and Insurance Funds 247
12 Savings Institutions 281
13 Other Financial Intermediaries 301

V Islamic Banking 325

14 The Development of Islamic Banking in Malaysia 327

VI Money, Capital and Futures Markets 339

15 The Money and Foreign Exchange Markets 341
16 The Capital and Futures Markets 369

VII Money and Monetary Management 407

17 The Demand and Supply of Money 409
18 Monetary Policy and the Economy 433

Bibliography 481
Statistical Appendix 483
Index 593



Tables

Page

1.1 Annual Growth Rates of Gross Domestic Product
(at constant prices) 4

1.2 Composition of the Gross Domestic Product (GDP)
by Industry of Origin 6

1.3 Selected Manufacturing Industries: Value Added 8
1.4 Current Account of the Balance of Payments 12
1.5 Capital Account of the Balance of Payments 13
1.6 Exchange Rates of the Ringgit (RM) 17
1.7 Expenditure on Gross National Product (GNP)

at Current Prices 18
1.8 Financing of Public Development 21
1.9 Consumer Prices 23
2.1 Malaysia: Assets of the Financial System 34
2.2 Ratio of Broad Money Supply (M2) to Gross National

Product at Current Prices (GNP): Selected Countries 53
2.3 ASEAN: Selected Measures of Monetisation and

Financial Deepening, 1975-92 55
2.4 Malaysia: Maturity Structure of Deposits and Loans and

Advances of the Financial System to the Non-Financial
Private Sector 56

3.1 Sources and Uses of Funds of the Financial System 65
3.2 Total Investments of the Malaysian Financial

System in Foreign Assets 68
3.3 Malaysia: Direction of Loans and Advances of the

Financial System 71
3.4 Malaysia: Savings-Investment Gap, 1981-92 74
3.5 Malaysia: Savings in Selected Financial Assets by

Non-Financial Sector and Gross National Savings, 1988-92 78
4.1 Central Bank of Malaysia: Statement of Assets and Liabilities 101
5.1 Statutory Reserve and Liquidity Ratios 121
6.1 Malaysia: Commercial Banks and Branch Offices 140
6.2 Commercial Banks in Malaysia 142
6.3 Representative Offices of Foreign Banks in Malaysia 147
6.4 Malaysia: Sources and Uses of Commercial Bank Funds 149
6.5 Types of Deposits with Commercial Banks in Malaysia 150
6.6 Commercial Banks: Statutory Reserve and Liquidity Ratios 156
6.7 Malaysia: Direction of Commercial Bank Lending 158



Tables xxvii

Page

6.8 Commercial Banks: Direction of Bank Lending to
the Bumiputera Community 165

6.9 Bank Lending under the CGC Scheme 175
6.10 Loans Granted under CGC Schemes at CGC's Level 176
6.11 New Investment Fund: Loans Approved by Sector 177
6.12 Industrial Adjustment Fund: Loans Approved by Sector 179
6.13 NewEntrepreneurs Fund: Loans Approved by Sector 180
6.14 Special Fund for Tourism: Breakdown by Project Types 181
7.1 Finance Companies: Sources and Uses of Funds 190
7.2 Finance Companies: Statutory Reserve and Liquidity Ratios 194
7.3 Finance Companies: Direction of Lending 197
7.4 Finance Companies: Loans to the Bumiputera

Community by Size and Sector 199
7.5 List of Finance Companies in Malaysia 200
8.1 Merchant Banks: Sources and Uses of Funds 207
8.2 Merchant Banks: Maturity Structure of Deposits

and Loans 208
8.3 Merchant Banks: Direction of Lending to Business

Enterprises 209
8.4 Merchant Banks: Other Activities 211
8.5 List of Merchant Banks in Malaysia 212
9.1 Discount Houses: Sources and Uses of Funds 218

10.1 Development Finance Institutions: Sources and Uses of Funds 223
10.2 Development Finance Institutions: Direction of Lending 224
10.3 MIDF: Sources and Uses of Funds 227
10.4 MIDF: Direction of Lending 229
10.5 Agricultural Bank of Malaysia: Sources of Uses of Funds 240
10.6 Agricultural Bank of Malaysia: Direction of Lending 242
11.1 Assets of Provident and Life Insurance Funds 250
11.2 Employees Provident Fund 256
11.3 Teachers Provident Fund 258
11.4 Social Security Organisation 260
11.5 Armed Forces Fund 262
11.6 Survey of Separately Constituted Private Provident,

Pension and Insured Funds 264
11.7 Separately Constituted Private Provident and Pension Funds 265
11.8 Assets of Life Insurance Funds 274
11.9 Assets of General Insurance Funds 276
12.1 Total Resources of Savings Institutions, 1960-92 282
12.2 National Savings Bank 283
12.3 National Savings Bank: Investible Funds 284
12.4 Number and Membership of Co-operative Societies, 1960-92 287



xxviii Money and Banking in Malaysia

Page

12.5 Total Deposits of Savings Institutions, 1960-92 291
12.6 Loans Outstanding of Savings Institutions, 1960-92 295
13.1 Sources of Housing Credit to Private Sector 303
13.2 Pure Leasing Companies 315
13.3 Leasing Companies: Sources and Uses of Funds 316
13.4 Factoring Companies 317
13.5 Factoring Companies: Sources and Uses of Funds 318
15.1 Treasury Bill Holdings 347
15.2 Officially Declared Intervention Rates of Exchange of

Central Bank of Malaysia, 1967-73 358
16.1 Funds Raised in the Capital Market 373
16.2 Issues of Malaysian Government Securities 375
16.3 Malaysian Government Securities: Classification by Holder 379
16.4 Malaysian Government Securities: Classification by

Original Maturity 380
16.5 Stock Markets Performance 395
17.1 Money Defined 413
17.2 Trends in the Growth of Money Supply 421
17.3 Composition of Money Supply 425
17.4 Changes in the Determinants of Money Supply (M3) 430



Graphs and Charts

Page

1.1 Gross Domestic Product 5
1.2 Balance of Payments 16
1.3 Gross National Product 20
1.4 Selected Indicators 24
2.1 The Financial System Structure 30
3.1 The Flow of Funds in an Economy 63
3.2 Flow of Capital Funds, 1988 75
3.3 Flow of Capital Funds, 1992 76
3.4 Flow of Capital Funds, 1988-92 77
4.1 Bank Negara Malaysia: Organisation 105
6.1 Commercial Banks - Interest Rates 163
7.1 Liquidity of Finance Companies 196

16.1 Turnover in the Kuala Lumpur Stock Exchange 391
16.2 KLSE: Price Indices and Market Capitalisation 393
17.1 Components of M3 412
17.2 Money Supply 423
17.3 Determinants of M3 428
18.1 Impact of Monetary Policy on the Economy 435


