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Key points  

• Traditional banks face a paradigm shift in an environment where non-banking entities have greater market 
capitalisation compared to them. These non-banking entities are able to serve a global customer base 
whereas Malaysian banks are limited to within their own borders. Banks are also being disintermediated by 
tech giants such as Amazon, Google, and Apple globally, and the likes of Grab and Gojek in Southeast Asia, 
all of which offer payment options on their platforms. This has led to growing interest in digital banking.  
 

• Despite the growing number of digital banks globally, there is a lack of consensus with their level of 
effectiveness as only six have been profitable in the last five years. Traditional banks still have a role to play 
due to the practical applications required in terms of customer assessment. Moratoriums during the COVID 
pandemic provide a prime example as banks have decided against automatic moratoriums as the needs of 
each customer differ from one to another, requiring a boots-on-ground approach to adequately understand 
the needs of customers which cannot be determined digitally.  
 

• While it is unlikely technology will displace banks, banks will increasingly partner with technology companies 
to develop the best product offerings and to provide better value to their customers, keeping par with the 
demand for digital access. New developments such as digital currencies by central banks need to be given 
closer attention.  
 

• The domination of digital natives in the market will lead to the creation of a digital ecosystem and an increase 
in social commerce. In an interconnected environment, the unbundling of finance will continue, allowing 
consumers to create their personalised suite of products consisting of services of several companies, each 
with their own financial product offering.  
 

• Banks must play a greater role in the sustainability agenda by emphasising environmental, social, and 
governance (ESG) issues by providing incentives to clients. At the same time, regulatory bodies should offer 
banks preferential rates and governments can give tax exemptions to businesses that implement sustainable 
practices in their operations. Sukuks can be made mandatory for green financing. However, sustainability 
efforts need to be aligned with profitability and strategy to succeed. 
 

• Digitalisation has allowed companies to focus on reskilling and upskilling their workers to perform higher-
value functions that require better judgment and relationship building. As new technologies are frequently 
being introduced, banks need to discern which technologies work for them. Banks must push for multi-
disciplinary talents and agility among employees to meet the demands of the changing work environment.  
 

• Financial inclusion can be improved by enabling those without bank accounts, particularly vulnerable groups, 
to gain access to the financial system, while also preventing occurrences of banking fraud. Gaps in digital 
literacy need to be filled to allow digital banking solutions to help the needy by enabling them to gain access 
to government assistance programmes. Alternative means of consumer assessment, such as mobile data 
usage records, can be considered as a source to allow the unbanked to be eligible for financial credit.  
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WELCOME SPEECH  

Tan Sri Michael Yeoh, President, KSI Strategic Institute for Asia Pacific  

The COVID-19 pandemic has shaken the world. While Malaysia has not been spared from economic 
hardship, the pain brought about by lockdowns imposed throughout the country has been necessary 
for public safety. Nevertheless, Malaysia is likely to weather this challenging economic storm due to the 
fine initiatives launched by the government through the Penjana and Prihatin stimulus packages. The 
Malaysian government deserves applause as the stimulus packages have helped many businesses 
and small-medium enterprises (SMEs) to survive a period of inevitable economic downturn. The 
measures taken by the government over the past few months epitomises responsive and responsible 
leadership, giving hope that businesses and SMEs will survive this crisis. 

The banking sector is concerned that the 
number of non-performing loans (NPLs) may 
arise due to the pandemic and have an impact 
on bank revenues. Hence, the banking sector 
must address the challenges it faces that have 
manifested even long before COVID-19. There 
are concerns that digitisation and digital banking 
will eventually surpass the position of 
conventional banks. At the same time, 
technological advancements in the financial 
sector have raised questions on the operational 
effectiveness, efficiency, and cost of running 
conventional banks. Traditional financial 
institutions need to tackle these issues to remain 
relevant and compete with the imminent rise of 
digital banking. 

Strong leadership is required in transformation and change management within the banking sector. In 
preparation for future challenges, banks must not lose sight of contemporary challenges. More needs 
to be done to help businesses and SMEs stay afloat during difficult times. 

 

OPENING KEYNOTE ADDRESS 

YB Dato’ Sri Mustapa bin Mohamed, Minister in the Prime Minister’s Department (Economy) 

“Current Challenges Facing the Malaysian Economy”  

The Malaysian economy has faced key challenges in terms of competitiveness long before the COVID-
19 pandemic. Competition has intensified in the region, especially among middle-tier countries. For 
example, while the Malaysian economy expanded by a modest 4.3 percent in 2019, Vietnam recorded 
an impressive growth of 7 percent, while the Philippines and Indonesia recorded a growth rate of 6 
percent and 5 percent respectively. 
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Malaysia’s struggle in competitiveness is reflected in its position in several economically-related 
competitiveness rankings. The IMD World Competitiveness Ranking 2020 ranked Malaysia 27th out of 
63 countries, a fall of five spots from 2019. In 2019’s WEF Global Competitiveness Index Malaysia was 
ranked 27th among 141 countries. While this is a noteworthy feat, Malaysia still fell from its 25th position 
in 2018. Nevertheless, Malaysia has improved in the World Bank Ease of Doing Business Report 2020 
as she ranked 12th among 190 countries, moving up three notches compared to 2019. On the other 
hand, Singapore has consistently been placed in the top tier of such rankings. Malaysia needs to do 
more to maintain its prized position as the most competitive economy in ASEAN after Singapore. 

The Malaysian economy’s contemporary challenge of competitiveness has been exacerbated by the 
COVID-19 pandemic. In response, the Prime Minister has established the Economic Action Council 
(EAC) to focus on designing and implementing strategies to deal with the country’s socio-economic 
challenges, particularly those arising from COVID-19. The EAC has met on numerous occasions to 
ensure close coordination between all agencies of government, including the Association of Banks 
Malaysia. Moreover, the government is working to address several issues in Malaysia’s long-term 
recovery plan. Firstly, the government will address red tape and regulatory issues to simplify the process 
of doing business in the country. The World Bank found that Malaysia takes 17 days to deal with 
procedures related to starting a business. This process needs to be hastened as it only takes eight days 
in South Korea and 1.5 days in Singapore and Hong Kong. 

Secondly, the government will address the mismatch 
between labour demand and supply, the unemployment 
of youth and fresh graduates, the low percentage of 
skilled workforce, and Malaysia’s high reliance on low-
skilled foreign workers. Addressing these issues ensures 
the Malaysian economy’s competitiveness. This is evident 
as less than a third of Malaysian workers are in the skilled 
category, which has remained unchanged for the past 10 
years. Furthermore, it is problematic that in 2019 non-
citizen workers comprise approximately 32 percent of total 
employment in the agriculture sector, 23 percent in the 
construction sector, 22 percent, and 10 percent in the 
manufacturing and services sector respectively. The 
government will also address issues of low rates of 
technology adoption among firms, particularly small-
medium enterprises (SMEs). 

To address red tape and regulatory issues, the government has introduced the MyMudah initiative to 
streamline unnecessary bureaucratic hurdles that are stifling businesses. Under this initiative, 
businesses can lodge complaints regarding regulatory hurdles through the Unified Public-Consultation 
Portal managed by the Malaysia Productivity Corporation (MPC). To resolve mismatches between 
labour demand and supply, the government has upgraded the national employment services portal, 
MYFutureJobs, which provides job matching services. This upgraded portal will provide job-seekers 
with opportunities to reskill themselves. 

To face the challenges with the Malaysian economy, the government will also be presenting three major 
documents in the next nine months, namely the medium and long-term economic recovery plan, Budget 
2021, and the 12th Malaysia Plan (12MP). The 12MP will prove fundamental in increasing Malaysia’s 
economic competitiveness as it will outline strategies and initiatives that focus on ensuring inclusive 
and meaningful socio-economic development to achieve a more prosperous society by 2030. This plan 
will establish clear economic strategies that will navigate Malaysia from 2021 to 2025. 12MP will prepare 
the country for the future and allow the government to identify and develop new economic sectors. 

In all, the Malaysian government is committed to increasing its competitiveness by being cognisant of 
the economic vulnerabilities brought about by COVID-19, such as the lack of digitalisation among 
Malaysian businesses and SMEs. In line with the Shared Prosperity Vision 2030, the government’s 
initiatives are designed to ensure development for all alongside addressing wealth and income disparity. 
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GLOBAL, TECHNOLOGICAL AND ECONOMIC CHALLENGES: WHAT WILL SHAPE THE FUTURE 
OF BANKING? 
 

Moderator:  
Datuk Seri Mohamed Iqbal Rawther, Chairman, Economic Club of Kuala Lumpur  
 
Panellists:  
Dato’ Charon Wardini bin Mokhzani, Group Managing Director, Malaysian Industrial 
Development Finance Bhd  

 

At the beginning of 2020, Bursa’s index stood at 

1,602. By 22nd July 2020, it stood at 1,586. In 

essence, nothing much has changed in Bursa 

despite the pandemic. In the “new normal”, the most 

important companies in Malaysia are glove 

manufacturers. As of 22nd July 2020, the top 

Malaysian companies in terms of market capital are 

Maybank, Public Bank, Top Glove, Tenaga 

Nasional, Hartalega, Petronas Chemical, IHH, 

Maxis, CIMB, and Sime Darby Plantation.  

It is interesting to note that the market capitalisation of the top five banks, excluding Maybank, is worth 

less than the likes of Top Glove, Hartalega, Kossan, and Supermax. Top Glove and Hartalega are worth 

more than all the other banks combined, with exception of Maybank and Public Bank. The smallest of 

the top five banks is a-third of the size of Top Glove. The relevant companies in the new normal are 

companies that embrace and adapt to the new conditions. A company in the likes of Top Glove serves 

the entire global population of 7 billion people who are their potential customers. In contrast, the 

potential customers of a Malaysian bank is limited to 30 million people. This is a change in paradigm 

that needs to be grappled with.  

The biggest short-term threat to banks and the whole economy is the “COVID recession”. There has 

been much denial from experts, describing it as a slowdown, a temporary setback, or a V-shape 

recovery, when it is an impending recession that will lead to negative growth. While Malaysia will 

certainly experience this negative growth, it is unknown as to what extent this negative growth will be. 

Some economists have forecasted a rate of -3 to -4 percent. Malaysian unemployment stood at 

approximately 800,000 people which is around 5 percent of the population. This figure excludes 

unregistered foreign workers that number around 2 or 3 million in official statistics. Should this be 

included, there will easily be over a million unemployed people. 

The Malaysian Department of Statistics follows the global definition of employment, which is 1-hour of 

work per week. Should those who fall under this category be included then the actual figures of 

unemployment in Malaysia is immense. This differs from conditions in the mid-80s when there was a 

crash in commodity prices as it subsequently recovered. Malaysia was able to turn the situation around 

and became an exporting nation. The current situation is not the same as oil prices are low. The US-

China trade war has created uncertainties with how the electronic sector will perform with the situation 

potentially being positive or negative for the country. The tourism sector has been harshly affected.  

 

Dato’ Ong Eng Bin, Chief Executive Officer, OCBC Bank (Malaysia) Bhd  

 

OCBC is associated with conservatism as it was founded in 1932 shortly after the Great Depression of 

1929. It was once comprised of three banks that were struggling at the time and found it best to band 

together. Such mindset has been in OCBC’s culture for a long time which has helped the bank through 

many crises. Such conservative fundamentals have prevented OCBC from suffering losses during the 

Asian Financial Crisis. It has an eye on survival to help its customers.  

Investors have developed a different way of investing where they see traditional banks as very 

complicated businesses with too many people and too many rules and regulations. Instead, they prefer 
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simple businesses that can deliver straightforward services to their customers. Despite these changes, 

the reality is that banks are still very relevant. The question is whether or not the traditional brick-and-

mortar bank is still necessary to carry out banking functions.  

The pandemic crisis has demonstrated the 

continuous need for traditional banks. Even if Bank 

Negara (the Central Bank of Malaysia) issues digital 

bank licenses, it is unknown if such banks will 

perform as they have only come into existence quite 

recently. Customers still require physical assistance 

and banks need boots on the ground to determine if 

customers are still in business post-moratorium.  

While traditional banks are taking heed of the 

importance of automation, a bank’s staff remains 

important to the bank as such employees have 

livelihoods. If businesses adopt automation and subsequently require fewer employees, there will be 

fewer wage earners with the ability to spend on products and services. There is a need to be cognizant 

of these aspects.  

Banks have responded very positively since the start of the COVID-19 crisis and have leveraged heavily 

on technology. OCBC’s head office located near Masjid Jamek Kuala Lumpur was able to mobilise its 

800 employees to work from home within 8-hours after authorities forced a lockdown of the building. 

Because OCBC has the right tools with VPNs and laptops, its staff were able to work from home or in 

another branch overnight. Such ability to respond swiftly is only possible with technology. This is why 

companies that have been able to survive were the ones that have embraced technology. Businesses 

that risk losing out lack such capacity during times of pandemic.  

The banking industry has decided not to provide automatic moratoriums as it may not help since the 

exact need of each customer is unknown. Instead, banks have opted for targeted rescheduling and 

restricting (R&R) on moratoriums. This requires banks to understand issues faced by customers 

intimately and is not something that can be done through digital methods. Instead, multiple channels 

provide a means of assistance that will create much impact. It is important for banks not to merely focus 

on profits but also focus on how to impact their customers.  

 

Shankar Kanabiran, Partner and Malaysia Financial Services Consulting Leader, Ernst & Young 
Advisory Services Sdn Bhd  

 

There are 53 digital banks in the United Kingdom 

alone and growing. Most have not spent their own 

money but have instead used venture capital from 

investors. However, of the 53 banks, only one is 

making profits. There are over a hundred banks 

globally with more on the way. Of these banks, only 

six were profitable in the last five years. Hence, while 

there is much hype taking place, traditional banks 

still have a role for the value they bring. The heart of 

a bank is in its technology, making the bank a 

technology company that is providing banking 

services. The disruptions taking place with 

businesses is not a new phenomenon. The world was changed by the Industrial Revolution because of 

steam machines. From that aspect, there is no difference to what is taking place today.  

In terms of the megatrends on what will impact banking or any industry, there are four major primary 

forces involved. The first is technology, which is the catalyst to the various Industrial Revolutions and 

will continue to play a key role in the years to come. The second is demographics with a young and 

aging population, as well as growing urbanisation. There is also globalisation and deglobalisation taking 
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place. Environmental impacts are also proving to be key factors, such as the COVID-19 pandemic and 

global warming. These factors will determine the megatrends in the next 5 to 10 years that will continue 

to disrupt the banking industry on the way it works, how it serves customers, and the way it uses 

technology.  

It is unlikely technology will displace banks or any other industry as these are elements that will force 

businesses to adapt to the driving changes to better perform. The difference, therefore, is centred on 

industries that can adapt to the changes by being mindful of emerging trends.   

A survey conducted during the COVID-19 pandemic with SMEs found that they lacked the resources 

to invest in technology despite being aware of its benefits. Assisting SMEs to go online and access 

customers using technology will prove beneficial. Technology is not something new and will continue 

to play a major role. Other forces will continue to interact and disrupt the industry, be it banking or non-

banking industries. It is important to understand these forces to determine how to react and change. 

 

Elain Lockman, Co-Founder & Director, Ata Plus Sdn Bhd  

 

Alternative financing has become more attractive, 

especially to SMEs, and is even being considered by 

larger corporates. Crowdfunding companies like Ata 

Plus are regulated by the Securities Commission in 

Malaysia. The farsightedness of the Commission has 

allowed Malaysia to be the first country in Asia to 

regulate crowdfunding.  

There are several types of crowdfunding from (i) 

donations – typically for charitable causes with no 

expectation of returns, (ii) reward crowdfunding – such 

as kickstarter platforms in the likes of Indiegogo where 

the crowd contributes in exchange for a product or service, which then evolved into (iii) equity 

crowdfunding, as there are investors who contribute to these products that eventually became 

multibillion-dollar companies and hope to hold their shares. In essence, the crowd becomes money 

lenders through a specific infrastructure. 

In most jurisdictions, equity crowdfunding and debt crowdfunding are regulated mainly because it 

involves an exchange of shares or cash in return. In Malaysia, there are two different sets of operators 

that operate equity and peer-to-peer (P2P) crowdfunding. Equity crowdfunding has been regulated 

since mid-2015 and debt crowdfunding at the end of 2016.  

To date, Ata Plus has supported equity crowdfunding for close to 90 companies and raised 

approximately MYR 90 million to support these businesses, mainly for growth and expansion. For debt 

crowdfunding, Ata Plus has supported more than 2,000 businesses and raised close to MYR740 million. 

The uptake is much higher and faster for debt crowdfunding because investors or lenders know the 

exact return that they will receive in terms of principal and interest. Equity has a higher risk and the 

typical investor would not have a clear idea when to expect returns. It all depends on the structure of 

investment and the element of uncertainty.  

Alternative finance provides another channel of access to finance. The Securities Commission saw a 

need for regulation as gaps were identified when SMEs faced challenges with traditional financial 

institutions for funds. Traditional financial institutions also have longer turnaround durations. In contrast, 

alternative finance has different screening parameters and technologies to minimise processing times 

which can take as little as five working days. Delays are typically due to the shortcoming of applicants 

in terms of documentation.  

Processes, parameters, and mobile technologies are innovations traditional banks can incorporate. 

While digital banks have the right technologies and provision of services, they fall short in terms of 

compliance. Yet, they have a responsibility to investors in terms of governance, trustworthiness, and 

transparency. With technologies like blockchain, such compliance parameters can be embedded into 
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the blockchain infrastructure. Banks are beginning to look into this technology and are attempting to 

incorporate these processes and procedures. At the same time, banks can consider the alternative 

financial ecosystem that is token-based, which is part of the crypto environment. Ata Plus has embraced 

this environment as they accept both fiat currency and crypto. This approach is also being accepted by 

more businesses, such are the realities of the new financial ecosystem which coexists with the fiat 

environment. Companies like Ata Plus seek partners to facilitate this process more efficiently and 

provide a “digital trustee” infrastructure. Due to the nature of their operations, funds raised through 

crowdfunding are parked under a trustee account, which is independent. However, they have yet to 

determine a similar infrastructure for the crypto environment with a staging platform.  

To make an impact, traditional financial institutions need to go beyond procuring the right technologies, 

look at business process reengineering, and how they can serve their customers better, be it retail 

consumers or even business consumers. 

 
Wong Hooi Ching, Managing Director and Head of Financial Institution, Standard Chartered 
Bank Malaysia Berhad  
 
Many challenges faced by the banking industry in 
the past several years were pre-existing issues that 
have been accelerated by the pandemic. In some 
ways, banks are being disintermediated by global 
tech giants such as Amazon, Google, and Apple, all 
of which offer payment options on their platforms. In 
the Southeast Asia region, companies like Grab and 
Gojek also allow users to access financial services 
through e-wallets. Despite these challenges, there is 
still a role traditional banks can play. Across the 
industry, challenger banks such as Monzo, N26, and 
Revolut have experienced much hype and 
investments in virtual currencies. However, none of 
them reached a level of profitability and have instead experienced mounting losses.  
 
There have also been discussions on P2P internet-based lending and changes in credit risk parameters, 

but none have proven successful. Instead, there are increasing incidences of fraud in the P2P space in 

China to a point the People’s Bank of China has ceased P2P lending since November 2019.  

Regulators across the world and in the ASEAN region are mindful of introducing new systemic risk into 

the system. The Monetary Authority of Singapore has issued a digital banking framework where digital 

banks are required to serve the underserved. Open banking in the United Kingdom has been able to 

sign up a million customers after two years of lackadaisical development. With this backdrop, it is 

evident that traditional banks have a role to play in terms of partnering with new technology companies.  

Due to COVID-19, human behavior has pushed a flight to quality. This is evident as the uptake for digital 

banking in the United Kingdom has dropped while the number of bank deposits has increased. A study 

conducted on challenger banks in the United Kingdom found that client signups have increased fourfold 

with 20 million clients with such banks. However, they only have 1/30 of the average revenue per 

account compared to traditional banks.  

Bankers need to embrace and adapt to upcoming technology. Bank Negara has issued eKYC 

guidelines which demonstrate that Malaysian regulators are working hand-in-hand with financial 

institutions to enable the acceleration of some of the digital models that banks need to roll out.  

There is a need to keep a close watch on the development of digital currency by central banks. The 

Chinese government is already testing the Digital Yuan with promising results. The central banks of 

Japan and the United Kingdom have also commenced pilot phase testing. This is one of the emerging 

trends for banking. 
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Q&A 

Datuk Noripal Kamso, Former Chairman of Bank Rakyat – Banking 4.0 has allowed banking to take 

place from anywhere, but not necessarily at a bank. Focus is no longer about fintech, but tech-fin 

technology, which is entering the world of finance. As bankers are caught with the legacy system, is it 

advisable, effective, and more economical for the old core banking system to be demolished or 

redesigned?  

Dato’ Charon – The forefront of banking is in digital technology. The new normal has accelerated digital 

adoption. Once, the thought of ordering food or buying anything online was considered silly, yet phones 

have become an extension of ourselves. What was thought would have taken 10 years to be realised 

has come to pass in a mere few months. However, the future of banks is still uncertain. One of the 

biggest banks in the world, JP Morgan, has a market capitalisation of about USD300 billion while Bank 

of America has about USD200 million. A single one of these banks has more than the whole Malaysian 

stock exchange put together. Ant Financial, the fintech company owned by Alibaba which powers 

Alipay, is about to do an IPO with conservative valuations putting them at USD200 billion. It will be a 

simple matter for these fintech companies to buy over a small Malaysian bank. Another factor is that 

the barriers of entry have come down. It was once necessary for companies to require hundreds of 

millions on a co-banking system to become a bank, but in China, a banking system is possible with only 

USD5 million. Everything has changed significantly. While banks still need bodies to engage customers, 

the rest of the banking structure, such as offices and branches, are no longer required. This has allowed 

small banks to compete with larger banks for the first time. A bank is not about the branch but is who is 

able to design the best banking app to suit the needs of customers. Malaysian regulators are urged to 

adopt a protectionist approach and not allow the giant tech companies to enter the Malaysian market 

as they will steam role the local industry. 

Dato’ Ong – Banks have become complicated as they serve all functions. The threat fintech companies 

present to traditional banks is very focused on a certain part of the bank’s business, instead of trying to 

serve all customer needs. Individual tech-fins are focused on wealth management, SME lending, and 

microfinancing. They have developed an infrastructure to support these sole functions. Traditional 

banks are trying to respond, but are facing legacy issues. At the same time, they are trying to be agile 

and robust with their systems. While fintechs can simplify the process, they have not been able to 

address matters of security. This is where traditional banks excel as they have strict security 

infrastructures.  

Wong Hooi Ching – Banks like Standard Chartered are looking into alternative technologies to engage 

clients. One example is the use of API. There was a time when banks were reluctant to take up cloud-

based services, but it has become something they would consider from a cost perspective. 

Dr. Oliver Ho – Traditional banks are not friendly to SMEs, even ones that are robust and with low risk. 

The situation has become worse with loan amounts being reduced further since COVID-19 began with 

long delays in approvals. Traditional banks need to reinvent themselves to help SMEs in the new 

normal. P2P companies have been able to provide loans more quickly with fewer obstacles (however, 

they charge higher rates of interest,15 percent, whereas traditional banks charge 5 percent).   

Elaine Lockman – The Malaysian government 

introduced a Special Relief Facility (SRF) in 

response to COVID-19. It is interesting to note that 

even alternative finance companies, being SMEs 

themselves, are not immune to the effects of the 

pandemic and also require lending. While the 

turnaround time for SRF applications has been 

reasonable, lending parameters for credit risk have 

remained the same – as though COVID-19 never 

happened. While bank approvals have been quick, 

the process is delayed by Credit Guarantee 
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Corporation (CGC) and Bank Negara. Such response times can be improved.  

Othman Abdullah, Silverlake (Islamic Banking, Innovative Services Delivery) – Tech solution 
companies have been evolving with market requirements by providing more options to customers. The 
mistake often made by digital banking providers is to oversimplify the banking process. However, 
banking functions are sophisticated. Loans themselves are management processes that could become 
delinquent if they reach a point of maturity, which then requires rescheduling, restructuring, and various 
variations of interest computations. Digital banking is not only about technology but the processes within 
the bank. Traditional banks need to be mindful of their digital processes as it is not merely about 
digitalising existing processes, but is one that requires a redesign of the entire process. Banks need to 
establish a digital mindset with their management and employees.  
 
Fadzlullah Shuhaimi Salleh, Prestar Resources – Banks have it easy as they have been protected 
by central banks, in most cases. This has been the case in Malaysia and the Southeast Asian region. 
True disruptions will occur when commercial banks go into investment banking in a big way. This can 
happen when they provide propriety banking and carry out all kinds of investments with risky 
investments. This has been proven time and again with banks in the United States and the United 
Kingdom that have lost huge amounts of money and trust, with Lehman Brothers and Northern Rock 
as examples. Commercial banks do not face many challenges. Should they encounter a problem, say 
from a huge non-performing loan, they can be bailed out by central banks. Central banks are also the 
banks of last resort with a firm hand on commercial banks. If banks aspire to go global or regional, they 
need to have competent employees and systems. Banks must incorporate artificial intelligence and 
data analytics, which are technologies used by Facebook and Alibaba. 
 
Datuk Seri Iqbal – The digital frontier is moving aggressively. Whether companies are facilitating or 

challenging the banks' traditional business in an alternative financing scheme, such challenges 

nonetheless serve as a wake-up call for banks that need to respond appropriately to survive.  

  

DIGITAL BANKING – THE GAME CHANGER: HOW WILL IT DISRUPT BANKING? HOW ARE 

TRADITIONAL BANKS RESPONDING? WHAT ARE THE PROSPECTS FOR DIGITAL BANKS? 

Moderator: 

Daniel Mankani, Founder and Managing Partner, Banking Technologies Asia Msc. 

Panellist:  

Abrar A. Anwar, Managing Director and Chief Executive Officer, Standard Chartered Bank 

Malaysia Berhad. 

With an increasing preference for online services, traditional banks are pushed to add a human touch 

to their digital banking services. Even before the COVID-19 pandemic, traditional banks were striving 

to have all common banking services to be performed online. As a result, the focus must be shifted from 

physical services to more efficient and quality digital banking services. This is not a new occurrence as 

digitalisation of the banking process is long coming, 

only to be sped up by the COVID-19 pandemic and 

lockdown.  

With the move to an era of technological innovation, 

digital banks are seen to be completely different 

entities to the traditional, physical banking 

experience. A digital bank exists with no physical 

outlets and is only accessible through digital 

mediums. What is being observed is the emergence 

of a hybrid model of banking where traditional banks 

provide digital services to keep up with the demand 

for digital access.  
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While several banks have enabled customers to perform simple banking procedures such as fund 

transfers and online bill payments, there is a growing demand for digital real-time onboarding. By 

allowing such processes to be conducted online, the customer experience is greatly enhanced as wait 

times decrease. However, this also requires banks to ensure higher investments in digital security and 

data protection to ensure the security of their customers. For traditional banks to compete with 

upcoming digital banking services, it is recommended that they partner with fintech companies and 

understand how these companies innovate to enhance their own capabilities.  

 

Goh Peng Ooi, Executive Chairman, Silverlake Axis Ltd 

The digital future and theories surrounding 

digitalisation bring to light the clear emergence of an 

economy with a top-down approach. This is seen in 

huge companies looking past existing products and 

further into the future, instead choosing to invest in 

cloud-based technology. Investors must be less 

concerned about price-to-earnings ratios in the short-

term and choose instead to invest in potential – to “buy 

the future.” The push towards cloud-based technology 

will be driven by these huge enterprises and also by 

the upcoming digital currencies. 

This is a huge economic disruption that all industries must soon adapt to. With it, the concept of 

“mezzanine facilitation” will arise to which new or remodelled intermediaries will facilitate new 

possibilities enabled by upcoming innovations. There is nothing to stop traditional banks from being 

remodelled and digitalised to compete or cooperate with upcoming digital banks for their customer base. 

In such a world, we can expect to see a multi-cloud mezzanine where technology is shared, resulting 

in technological ecosystems linking together to improve the consumer experience whilst growing a 

number of companies and brands. As the world becomes more digitalised, higher connectivity can be 

expected between players in the finance industry and beyond.  

 

Chan Kok Long, Co-Founder and Executive Director, iPay88 Sdn Bhd 

As the world moves into an era of digitalisation, the 

financial sector is being impacted by several digital 

trends. A key factor is the rise of the digital 

consumer, a demographic which drives the 

“unbundling of finance”. This is a move away from 

single banking institutions, where customers can 

choose specialised services with tailored banking 

and financial experiences.  

With higher mobility, the demand for mobile banking 

services has increased. With digital natives 

dominating the market, the financial sector is also 

seeing the creation of a digital ecosystem and an increase in social commerce. In such an 

interconnected environment, financial services must cooperate to compete in this evolving market. With 

it, the rise of the “Red World” is being observed to which innovation frequently outpaces regulation. 

Companies must realise the need to specialise and cooperate with other specialist companies to 

provide improved customer experience. Banks must begin thinking and acting like start-ups to ensure 

their survival in a fast-paced digital financial sector. 

The financial sector will face increased competition from non-traditional competitors. As trained digital 

specialists enter the field, traditional banks that refuse partnerships with fintech companies or fail to 

innovate will ultimately fall. As this occurs, the unbundling of finance will continue and it will be more 
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common for consumers to create their own suite of products consisting of services of several 

companies, each with their own niche expertise. Banks will begin specialising and increasing their 

functionality in areas of mobility and peer-to-peer payments. Banks can potentially become more rigid 

and disliked in areas of account opening and lending. Despite this, banks are likely to remain dominant 

in the financial sector as more complex services still require face-to-face consulting with trained 

individuals. With all this in mind, banks must become more customer-centric to ensure their future 

survival. 

 

Steven Wong Weng Leong, Chief Operating and Financial Strategist (COO), China Construction 

Bank (Malaysia) Berhad 

No single brand can survive alone in a highly 

digitalised and connected world. Traditional banks 

must expand beyond the world of retail banking and 

create a wide range of linkages in different markets. 

By ensuring a collaborative attitude within the 

company, banks will be able to focus on every 

customer segment despite offering single products 

across multiple markets. Transactions can be made 

across several payment platforms. Companies can 

band together in an ecosystem to greatly expand 

their market base. 

In creating a wide-reaching ecosystem, banks can improve their coverage both in terms of customer 

relationships and in technological infrastructure. A strategically planned ecosystem can reach even the 

depths of rural areas, and thus increase the overall consumer base and allow for services to be provided 

to the unserved and underserved. Such ecosystems also expose banks to experts in the technological 

field which allows for collaboration and improved customer experience. Through collaboration, both 

fintechs and banks can work together to fulfil the pillars of control, compliance, credit, and risk. 

 

Tan Kah Chye, Director, Kashtec Holdings Pte. Ltd. 

Open banking is an upcoming and incredibly 

important concept in the coming years. By allowing 

third-party access to fulfil banking needs, the overall 

retail banking experience will be completely 

redefined and allow for greater mobility and access. 

Digital banks can be cost-effective models of running 

financial services, as the lack of ATMs and physical 

service counters will reduce overall costs of 

operation. As a result, the prospect of opening a 

digital bank may seem very attractive. However, 

traditional banks typically possess a competitive 

advantage in the area of trust. Customers typically 

feel more secure processing large transactions at a physical counter and an established bank. 

Additionally, the cost of financing loans is also more affordable in traditional banks, making it a more 

likely choice for many customers. However, the line between traditional and digital banks will blur within 

the next ten to twenty years as the technology becomes more advanced and an increasing number of 

services become digitalised. 
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Matthew Chen, Chief Executive Officer, Sunline Overseas Business Group 

COVID-19 has proven that with crisis comes 

opportunity. The lockdown period saw many 

merchants moving their services onto digital 

platforms, proving that the new norm is the digital 

environment. However, a collaborative ecosystem 

requires each member to play its part. Banks must 

understand that retail banking on its own is no 

longer sustainable and investing in a pretty mobile 

application interface will do little to draw in 

customers. Instead, a more tactical decision is to 

leverage the customer base and technology within 

their ecosystem, thus moving investments into 

more profitable areas. 

Simplicity is key and ensuring the central product of a company is more important than providing 

customers with multiple products. By strategically collaborating with several other companies, it then 

becomes possible to fill in the gaps and provide a level of accessibility and quality that may not have 

been possible had the company ventured on its own. The core of a traditional bank is very different from 

that of a digital bank. To be an effective digital bank, the core must be changed to allow for a more agile 

and concentrated business plan. Should a bank execute this well, it will be able to facilitate a smooth 

transition into the digital era. 

 

Ricky Lew, Vice President of Business Development, KiplePay 

An ecosystem does not only include private 

businesses but also allows for collaboration with 

state governments for funding as well as 

assistance to underprivileged individuals with little 

knowledge of finance and digital banking. In doing 

so, financial institutions can educate individuals 

who were previously unable to access such 

knowledge. With help from such big players, 

digital finance can be made accessible, mobile, 

and seamless, thus encouraging the use of 

cashless transactions and the adoption of a digital 

era mindset. 
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SUSTAINABLE BANKING – THE WAY FORWARD TOWARDS SUSTAINABILITY AND 
ENHANCING ESG ISSUES IN BANKING  

Moderator: 

Othman Abdullah, Chief Executive Officer, Silverlake (Islamic Banking, Innovative Services 
Delivery)  

Environmental, social, and governance (ESG) 
issues should be discussed in banking as 
development efforts that are facilitated by the 
financial sector have been detrimental to the 
environment. While development is crucial for a 
country to modernise and thrive, the world needs to 
move towards sustainable development. Banks can 
play a crucial role in guaranteeing sustainable 
development by protecting the environment without 
hindering economic growth.  

Banks can conduct sustainable banking by 
integrating the environmental, social, and 
governance criteria into banking. However, sustainable banking is only possible if banks stop focusing 
solely on profits. Banks and their stakeholders should give greater focus on the ESG impacts of their 
practices more often. In fact, banks can be the driving force of the sustainability agenda alongside the 
enhancer of ESG issues by giving incentives to clients.  

 

Panellists: 

Eddie Hu, Managing Director, Elegant Hallmark Sdn Bhd 

SMEs should be encouraged to adopt ESG criteria 
in their business operations due to the various 
advantages they will receive in the long term. Firstly, 
by considering the environment in their business 
operations, SMEs can improve their resource 
efficiency. Increasing resource efficiency can be 
achieved by simply applying the “3R” concept, 
namely, to reduce, reuse, and recycle. SMEs can 
apply the 3Rs by managing their use of hazardous 
materials or other resources.  

On the other hand, by considering the social aspect 
of ESG, SMEs can also reevaluate the treatment of 
their employees in terms of occupational rights. Occupational rights are key as many SMEs have not 
benefited from the government’s Penjana stimulus package as they have not provided their employees 
with social security protections through SOCSO. Had these SMEs employed the social aspects of ESG, 
they would have been eligible for the supportive measures introduced in the stimulus. 

SMEs need to find ways to adhere to good governance principles such as risk management and anti-
corruption. It is a known fact that many SMEs would do anything to maximise their profits without taking 
into consideration whether or not their decisions can be interpreted as corruption. Hence, if SMEs 
become more acutely cognisant of good governance, their enterprise value will be enhanced.  

Despite these benefits, SMEs are not actively considering ESG criteria in their business operations 
because they are not required to do so by law. As a result, SMEs struggling from a lack of resources 
will be disincentivised from investing resources into sustainability schemes that are not required by the 
law. Therefore, banks can play a crucial role in incentivising SMEs to adopt the principles of ESG. Banks 
should consider giving clients that embrace ESGs in their business practices benefits in the form of 
rebates, discounts, or awards. In doing so, banks can truly live up to their mantra of championing 
sustainability among businesses. 
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Dato’ Badlisyah Abdul Ghani, President, Chartered Institute of Islamic Financial Professionals 
(CIIF) / Former CEO, CIMB Islamic Bank Bhd  

Sustainable banking exists to support sustainable 

development. The former came to be in support of 

the sustainable development agenda, promoted and 

institutionalised by intergovernmental organisations 

like the United Nations (UN) and the World Bank. 

This is evident as the World Bank has issued 

frameworks stipulating that sustainable 

development must be prioritised in any development 

project it supports. In 2015, the UN introduced the 

Sustainable Development Goals (SDGs) whereby 

USD7 trillion must be spent from 2015 to achieve the 

SDGs by 2030. Unfortunately, the world has only 

spent approximately USD1.5 trillion a year since 2015. This figure is expected to fall due to the COVID-

19 pandemic. 

Despite the emphasis on SDGs, Malaysia’s standing on sustainable banking is unclear as the veracity 
of available data on sustainable banking in the country is questionable. Nevertheless, it must be 
emphasised that sustainable banking is about doing things in a manner that protects nature and its 
resources, and protects people by creating jobs and wealth alongside the preservation of culture. 
Fundamentally, in carrying out sustainable banking, banks are expected to consider the “triple bottom 
line”, namely people, profit, and the planet. However, the triple bottom line is not yet considered a priority 
by banks in Malaysia as they are fixated on maximising profits. 

This shows that sustainable banking is not a priority to banks as they have failed to prioritise the people 
and planet, demonstrating their nonchalance toward the ethos of the SDGs. Essentially, the litmus test 
on whether banks carry out the SDGs in their operations can be determined through their consideration 
of all components of the triple bottom line. However, the biggest hindrance to sustainable banking is 
the availability of bankable transactions. For example, the moment SDG requirements are made criteria 
within bankable transactions, many SMEs and businesses could be rendered “un-bankable”. As 
prioritising the SDGs can make feasible transactions un-bankable, it has caused many to shy away 
from the SDGs, as sustainable banking is deemed unsustainable. 

 

Datuk Noripah Kamso, Former Chairman, Bank Kerjasama Rakyat Malaysia 

The role of banking towards achieving the SDGs 

needs to be defined as banks are notably unagile in 

readapting and remodelling themselves to achieve 

sustainability. Solutions need to be found to make 

banks more focused on sustainability. One such 

solution could be to make all sukuks mandatorily 

green, whereby all proceeds will be channelled 

towards tackling the climate crisis and income 

inequality. This is fundamental in providing a 

catalyst to the role of banking in achieving the SDGs 

as it is capable of causing a chain reaction at three 

levels.  

Firstly, in terms of policy response, all national fundraising should come from national sovereign green 

sukuks because they are capable of triggering all parties, including SMEs, to move in the direction of 

green projects in areas such as infrastructure and waste management. The focus on green projects 

through green sukuks will aid in the process of achieving the SDGs without damaging economic growth. 

Such a crucial step in financing the country’s infrastructure sustainably is a step forward to ensure 

progress is not only measured in terms of GDP, but also in terms of social progress.  



 
 14 

2020 Malaysian Banking & Finance High Level 

Meeting and Virtual Conference 

 

Secondly, beneficiaries from proceeds of sovereign green sukuks such as businesses and SMEs that 

are awarded contracts should go to the banks for green financing. By doing so, the business community 

and banks can capitalise on Malaysia’s sustainable economic recovery for business growth. This will 

motivate banks to speed up motivating their customers not only to be Syariah compliant but also to be 

sustainable. This is the needed chain reaction where green policies will force banks to hasten their 

preparedness in evaluation processes and parameters on risk tolerance alongside the identification of 

target markets whereby sustainability risk will be part of credit risk assessments. Banks should offer 

preferential rates and governments should offer tax exemptions to businesses that take measures to 

mitigate the environmental damage caused by their operations.  

Finally, banks can establish a green assets database where green assets are eligible for the issuance 

of green sukuks as part of banks’ capital raising exercise. These initiatives will ensure that development 

will not be at the expense of the environment and future generations.  

 

Promod Dass, Deputy Group CEO, RAM Holdings Berhad  

For sustainability efforts to succeed it needs to be 

aligned with profitability and strategy. Without the 

two, the concept of sustainability will not succeed in 

any industry. It is interesting to note that money 

circulating in the system is gaining a conscience.  

According to the United Nations Environment 

Programme Finance Initiative (UNFI), approximately 

USD47 trillion has been tied to sustainable banking. 

Furthermore, according to the Sustainable Stock 

Exchanges (SSE), 90 out of 96 stock exchanges 

comprising 50,000 companies that are part of the 

SSE are required to conduct sustainability reporting. In 2019, the International Organization of 

Securities Commissions has required companies tapping into financial markets to include ESG 

disclosures. Central banks have also started to look at ways to go green. Figures provided by the 

Principles of Responsible Investing (PRI), which encourages investors and asset owners to include 

ESG factors in the investment process, strongly prove the point that money is gaining a conscience. 

This is evident as in 2020, USD102 trillion worth of assets under management are under the PRI with 

over 2,500 signatories. This is a huge increase from 2006’s lowly figure of USD6.5 trillion with 63 

signatories and a mere USD85 trillion in 2019. The growth of PRI signatories is promising because 

business signatories are obligated to consider ESG issues in their business dealings.  

This proves that money is gaining a moral compass. Even if banks and financial institutions resist 

change towards sustainability, their stakeholders will impose change on them. While change in banks 

and the financial sector may not be immediate, it is certainly imminent, giving much room for optimism.  

 

Yee Wing Peng, Chief Executive Officer, Deloitte Malaysia  

An example of industries becoming more environmentally conscious is the palm oil industry, being one 

of many businesses that have gone to great lengths to be certified as sustainable. Without such 

certification, their harvest will have neither markets nor buyers. However, more needs to be done to 

encourage other industries to become sustainable for their own benefit, even if it requires coercion, as 

applying environmentally-conscious practices contributes to the growth of all businesses in the long 

term. 
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Industries must be conscious of the social aspect of 

their operations. If their employees constantly run 

into accidents that lead to the loss of life, money, and 

time, their industry will suffer reputational damages. 

Therefore, the long-term reputation of a business 

hinges on social responsibility. On the issue of 

governance, corporates must strive to gain the trust 

of their lenders, suppliers, investors, and 

shareholders. This is necessary because corporates 

with good corporate governance are known to 

outperform their rivals in terms of price-earning 

ratios. 

However, embedding consideration of ESG issues is not merely the role of corporates alone as people 

need to be shown the value of pursuing the path of sustainability. Hence, regulators like Bursa must set 

a framework and KPIs for corporates to observe alongside applying oversight to ensure corporates fulfil 

their sustainability obligations. Financial reporting advisers can help corporates develop roadmaps to 

operationalise sustainable practices.  

Financial institutions also play a pivotal role in ensuring businesses move towards ESG mandated 

assets. This is because institutions such as banks have the power to determine which industries 

deserve more resources for observing the concept of sustainability. Should the demand for ESG 

mandated assets increase, it will lead to the growth of such assets. Therefore, banks must give more 

effort to promote sustainability by investing more in ESG mandated assets as doing so will boost the 

value of such assets. This will be beneficial to the banks themselves as commercial banks that score 

high on ESG issues often outperform banks with low scores.  

 

Dr. Adam Ng, Sustainable Finance Expert, WWF-Malaysia  

In 2018, WWF’s Living Planet Index estimated that nature’s contribution to the world’s GDP is USD125 

trillion. Notably, nature’s contribution to the world’s GDP is arguably money given out for free. Thus, in 

discussing the way forward towards sustainability, there is a need to focus on three areas, namely 

taxonomy, tools, and technology.   

On the point of taxonomy, Bank Negara, the Joint 

Community on Climate Change, and the Securities 

Commission need to come up with a climate change 

taxonomy that studies how climate change policies 

can be implemented through taxonomy. Taxonomy 

is a classification system that enables financial 

institutions to classify their financing and 

investments according to certain standards. 

Nevertheless, other aspects should also be 

considered, such as biodiversity, as nature and 

climate change issues are inextricably linked. 

Banks have also explored tools to assess climate change and environmental risks. One such tool is 

science-based targets where banks assess companies according to their carbon emissions and 

materiality of emissions. Such a method of assessment embeds risk management from a climate 

change perspective where risk is calculated by analysing the price fluctuations of raw materials due to 

climate change. This is necessary because price fluctuations may impede profitability and growth 

prospects, thereby affecting creditworthiness and the repayment of debt obligations. 

Finally, technology must be viewed from the perspective of nature-based solutions which can be 

employed in flood risk mitigation. For example, mangroves on coastlines are used to prevent flooding 

instead of sandbags. Sandbags are not nature-based as their contents come from the extraction of 

natural resources. Essentially, nature-based solutions are founded on environmental science which not 
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only provides solutions for civilians in terms of flood prevention but also guarantees biodiversity on the 

coastline. At WWF, nature-based solutions are emphasised through the rebranding of Bankable Water 

Solutions to Bankable Nature Solutions (BNS). Under BNS, a blended finance mechanism is explored 

by combining concessionary development finance with commercial finance. This is evident in the 

Tropical Asia Forest Fund worth USD170 million in Sabah which was established by developmental 

financial institutions to support reforestation. 

Q&A 

Tan Sri Majid Khan – An initiative undertaken over a span of 8 to 9 years saw the replanting of 

thousands of hectares of trees in degraded forest areas. Unfortunately, banks have not provided loans 

for such initiatives. As a result, funds required to support these initiatives need to be raised. It is 

questionable if banks have financed such reforestation initiatives. If they have, then the next question 

is whether or not their financing of reforestation efforts has been significant. 

Datuk Noripah Kamso – When the government came up with green financing schemes to prevent 

deforestation, it was intended to precipitate businesses to finance or invest in reforestation or tree 

planting initiatives. Therefore, everything needs to begin with a policy response from the top. This is 

why the idea of green sukuks is very important. Without policy responses, there will be no trickle-down 

effect.  

D.r Adam Ng – An example can be found in Pakistan whose government implemented a green stimulus 

package in light of the COVID-19 pandemic. This green stimulus package emphasised Pakistan’s 

existing 10 Billion Tree Tsunami project by employing jungle workers to plant trees and were paid USD3 

a day. While USD3 is not much money, for those who have recently become unemployed due to COVID-

19, this amount is sufficient to sustain them for several meals a day. This initiative tackles the issue of 

unemployment and reforestation in one go. 
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LEADERSHIP AND TALENT MANAGEMENT: ENHANCING OPERATIONAL EXCELLENCE IN A 

DIGITAL NEW ERA THROUGH TECHNOLOGY AND PEOPLE 

Moderator:  

Datuk Nora Abd Manaf, Group Chief Human Capital Officer, Maybank 

Panellist: 

Prof. Dato’ Dr. Azmi Omar, President & CEO, International Centre for Education in Islamic 

Finance (INCEIF) 

With the continued growth of the Islamic finance 

industry, Syariah compliance is a means for many 

finance and banking companies to increase a 

company’s investors and customer markets. With it, 

individuals who are knowledgeable in the field of 

financial Syariah compliance are more sought after for 

the middle and senior-level management positions by 

financial institutions seeking to expand. With 

technological advances, banks have been rolling out 

digital applications to make traditional banking services 

more accessible. It is no longer sufficient for Syariah 

compliance experts to focus on Islamic banking as they must also understand the roles and usage of 

digital and technological applications.  

The government has also acknowledged the need for Syariah compliance to be fully understood by all 

levels of staff, including by senior management and board members. As processes are becoming 

increasingly digitised, non-compliance rates will be reduced. However, human intervention is needed 

at every level of the company where staff needs to be trained and upskilled to minimise human error 

and non-compliance. Digitising processes also allow companies to focus on reskilling and upskilling 

their workers to perform higher-value jobs which would require judgment, relationship building, and a 

human touch. 

 

Dato’ Henry Goh, Co-Founder & Chief Operating Officer, Macro Kiosk Berhad 

With new technologies being introduced regularly, there 

is no point for companies to constantly pursue the latest 

technologies. Instead, companies must ensure that 

technology works for them. When implementing 

technological changes within a company, it is important 

to understand the level of resistance and difficulties a 

top-down approach may create. As many large 

companies often work in teams or departments, 

directions from top-level management may not be 

completely adhered to as teams focus on meeting their 

own KPIs through processes which they deem most 

suitable. The top-down approach typically views the adoption of technological processes as a “one-

type-fits-all” solution and may result in a slowdown in efficiency instead.  

New processes must be adapted to the incoming technology and not the other way around. A digital 

transformation team within a company seeking to adopt new technologies will prove effective in 

implementing such change. With a team focused on talent management and the adoption of new 

technologies, each department within a company will have the opportunity to explore and understand 

the technology and apply it to how it works best for them. Transformation teams aim to encourage 

learning and growth amongst employees to ensure that they can work alongside new technology, rather 

than be replaced by it. 
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Tay Kay Luan, Vice-Chancellor, International University of Malaya-Wales 

With technology quickly evolving, banks have been 

pressured to increase their pace of transformation to 

survive. It is increasingly important to ensure that the 

social aspects of a bank and its employees are 

acknowledged and prioritised. Issues such as values, 

accessibility, and diversity must play a larger role in 

talent management and business growth. New cultures 

must be formed from within a business and single 

disciplines are no longer sufficient. As banks seek to 

expand and merge, there must be a push for multi-

disciplinary talents and agility to meet the demands of 

the changing work environment. Those refusing to accept these changes risk unemployment as banks 

require more skilled workers. Along with this, a push for financial literacy among workers in all sectors 

is needed. Not only is financial literacy important in the financial sector, but extremely helpful in one’s 

personal life. 

Banks must create a culture of agility and diversity among their employees and push for the 

empowerment of their workers. As the work culture changes, it is important to ensure that everyone is 

given a fair chance to learn regardless of age and level of skill. Every employee deserves a chance to 

be mentored and coached. Such actions from a company will further increase each employee’s 

productivity and value. For example, many aging workers are inefficient in areas of digital literacy. If left 

to their own devices, they are often unable to keep up with their younger and more digitally literate 

colleagues. However, their knowledge in other areas is highly valued by companies. Upskilling such 

employees ensure that no talent is wasted. Above all, change must not be resisted. A culture of agility 

and adaptability must be instilled in banks and their employees to ensure their survival as they enter a 

digitally advanced era. 

 

Indra Dhanu, Director, People & Organisation, South East Asia Consulting, PwC 

An increasing number of companies are seeking to 

innovate and implement new strategies for growth, 

but have been unable to execute such plans due to 

a lack of suitable talent. With new technologies being 

regularly introduced into the industry, constant 

retraining of employees can be seen as a wasteful 

and time-consuming undertaking. On the flip side, 

many Malaysians see the introduction of new 

technologies as an opportunity to enhance individual 

growth and development with many willing to take on 

opportunities to which they can reskill and upskill 

themselves to master new technologies and 

processes. Despite the gap in opinions, the COVID-19 pandemic has resulted in digitalisation plans 

being brought to the forefront, becoming a whole new stress test for a company’s human capital. 

In managing talent, a narrative must first be created. By investing time and resources into the 

development and wellbeing of employees, companies will be able to ensure that employees can work 

conducively from their own homes. Employees need to be aware of their company’s upskilling initiative 

and its significance to both the company and the individual. The aim is to provide motivation and comfort 

to the employees, signalling true care for each employee.  

There must be a push to change workplace culture as new ways of work come into play. For example, 

with working from home becoming common practice throughout the pandemic, it must be made clear 

to all levels of management that monitoring staff is unnecessary. Instead, the focus must be placed on 

the quality and accuracy of the outputs of employees, whilst also ensuring a level of empathy for their 
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employees during these trying times. Above all, initiatives for talent development must be rolled off in 

pilot mode and swiftly. Only when these initiatives have proven successful on a smaller scale can such 

projects be performed on a larger scale. 

 

 

 

 

FINANCIAL LITERACY AND FINANCIAL INCLUSION: PROTECTING THE UNBANKED IN AN ERA 
OF DIGITAL BANKING & CONSUMER PROTECTION 
 
Moderator:  
Dato’ Dr. Vaseehar Hassan, Malaysia and South East Asia Representative, Dallah AlBaraka 
Group and Senior Associate, Kets de Vries Institute  
 
Panellist: 

Dato’ Dr. Paul Selva Raj, Secretary-General and Chief Executive Officer, Federation of Malaysian 
Consumer Associations (FOMCA)  

 

In the modern economy, access to banking has been 
recognised as a basic need as one cannot function 
without access to financial services. Three elements 
are needed to be an effective consumer in today’s 
economy – financial inclusion, financial education, 
and financial consumer protection. Bank Negara has 
defined financial inclusion as “.. consumers [having] 
access to useful and affordable financial products 
and services that meet their needs, delivered in a 
responsible and sustainable way”. One of the first 
things that come to mind when financial inclusion is 
mentioned is whether or not a person has a bank 
account. However, having a bank account does not 
make one an effective consumer, but how the account is used.  

 

Many low-income, aged, and vulnerable groups are eligible for the Bantuan Sara Hidup programme (a 

government cash handout) but have been unable to receive these handouts as they do not have bank 

accounts. There are also many individuals having bank accounts solely for transfer payments. This is 
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not an ideal way of utilising the financial sector. Hence, financial exclusion also applies to those with 

bank accounts, not only the unbanked. While the number of persons having bank accounts is high, it is 

also reflective of people receiving transfer payments. It does not in any way reflect if a person is 

financially responsible or financially well-managed.  

A recent development is a move away from physical banks to digital banking. Such trends have two 

concerns. Firstly, is it questionable if everyone has access to digital banking, especially when there is 

no access to the internet due to growing digital inequality. A survey conducted in the United Kingdom 

found that the aged and vulnerable groups have been dependent on simpler forms of banking to obtain 

their money from automated teller machines (ATM). Some banks, in their haste switching to digital 

banking, have neglected those without digital literacy. While some commercial banks have tried to 

accommodate their customers, several “government banks” such as those appointed to facilitate cash 

handout programmes have insisted consumers operate online. This has caused much suffering. While 

the digital economy is good, there is also a need to consider vulnerable groups and how support can 

be provided to them, as not enough is being done.  

The second matter is financial education. This has become important due to the growing complexity of 

products. Many consumers do not know the contents of the documents they sign, indicative of low 

knowledge of informed consent. In Germany, it was proven that less than 1 percent of consumers read 

the agreement. Therefore, consumers need to be empowered to ask the right questions to make the 

right and informed decisions. This is only possible through financial education. There has been a move 

towards deregulation, which in some ways is a positive development. However, such regulations were 

made on the assumption that consumers will study and draw comparisons to make decisions. This is 

not necessarily the case until consumers are empowered. Such capacity in people needs to be built. 

When there is growing financial literacy, a bigger strategy is needed to empower consumers. 

The third area is financial consumer protection. Due to the complexity of products and the dependence 

on consumers on such products, central banks have a major role to play as regulators. This is to prevent 

consumers from being taken advantage of by unscrupulous banks.  

Instead of sticking to the letter of the law, there is a need to look at people as human beings. There 

needs to be a balance and a way forward that requires both regulators and consumers to play a role 

due to the increasing complexities. Consumers also need to exercise their own responsibilities to avoid 

being scammed. At the same time, a strong regulator is needed to ensure that consumers are protected. 

 

Marina Baharuddin, Chief Executive Officer, Ombudsman for Financial Services  

 

The Ombudsman for Financial Services (OFS) is an 

alternative dispute resolution body set up to resolve 

disputes between financial consumers and financial 

service providers. OFS is licensed and approved by 

BNM as the operator of the Financial Ombudsman 

Scheme pursuant to the Finances Act and the 

Islamic Financial Services Act 2013 since 1st 

October 2016.  

OFS is guided by the six principles – independence, 

accessibility, transparency, fairness and impartiality, 

accountability, and effectiveness. It resolves 

disputes up to a monetary value of MYR250,000 through a two-tier dispute resolution process called 

the case management stage and the adjudication stage. When cases come to the OFS, complaints are 

screened with eligible disputes registered and handled by a case manager where attempts are made 

to resolve cases amicably through mediation, conciliation, and facilitation. If a case cannot be resolved 

at the case management stage, it is then referred to the Ombudsman for a final decision, which is 

binding on all parties if the consumer accepts the decision. 
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The top disputes involve life insurance claims, motor damaged claims, general insurance, internet 

banking, and unauthorised transactions relating to credit cards. The type of complaints typically 

received relate to unauthorised transactions stemming from the losses incurred from stolen credit cards 

or internet banking. It’s often found that vulnerable consumers have exposed their banking credentials 

to fraudsters unknowingly. There have also been numerous complaints relating to the transfer of funds 

from credit cards to e-wallet accounts. These e-wallet accounts are used as “mules” or a conduit to 

transfer money locally or abroad.  

Certain protection needs to be made by institutions. Consumer education is needed to give consumers 

awareness of such scams. Despite warnings being placed and highlights in the media by financial 

institutions, consumers continue to fall prey to these scams. Unfortunately, consumers are the weakest 

link, but the question remains if enough has been done. The second matter is the security of these 

internet systems, including e-wallets or e-money, with credentials such as one-time passwords (OTP) 

and whether the system used by e-money companies is robust enough to protect consumers.  

In 2019, OFS received 4,385 complaints, which is a slight reduction compared to 2018 where 1,047 

complaints were registered as eligible disputes. 69 percent are insurance disputes, 30 percent are 

banking disputes, and 1 percent relate to payment systems. Of the 1,047 cases registered, including 

those carried forward from the previous year, 944 cases have been resolved, leaving 436 cases 

outstanding. Of the resolved cases, 42 percent were settled amicably at the case management stage. 

The Ombudsman’s decision is based on the terms of contract, applicable law, regulations, standards, 

and guidance by Bank Negara, and good banking practices. OFS is determined to be fair and 

reasonable in all circumstances. All stakeholders play an important role in consumer protection, 

including institutions and regulators.  

 

 

Samsudin Samsuri, Associate Partner, Ernst & Young Advisory Services Sdn Bhd  

 
Several factors are causing the existence of the 

unbanked. The first factor is the customer's level of 

accessibility as it involves the ability to access 

banking or financial services at any time and 

anywhere. Traditional banking operates at normal 

working hours and in typical banking halls where one 

is required to perform transactions.  

The new era is about digitalisation where digital 

banking can provide access to financial systems 

around the clock from anywhere as long as there is 

internet access. Internet coverage in Malaysia is 

widely accessible, so much so that even people in remote areas can have access to the internet, and 

therefore, have access to the banking system.  

Agent banking was an option before the existence of digital banking. However, the extent of banks or 

financial institutions introducing agent banking services to consumers in remote areas is limited. While 

the transition to digital banking may not offer the full spectrum of services to each customer, it has 

nonetheless led to an increase in access. 

The second factor is affordability. In some situations, the price of services can be more costly. For 

example, international remittance through the banking system is more expensive compared to 

remittance by remittance service providers. Such lack of affordability is an added restriction for 

consumers in using the bank for its services.  

The third factor is improved security. With digital banking, internet banking, and phone banking, there 

are concerns from consumers that their information could be stolen and accounts being hijacked. 

Greater protection needs to be adopted. Bank Negara should develop requirements for risk 
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management in information technology (RMIT) which can serve as a countermeasure to protect 

systems from the vulnerability of identity theft.   

The fourth factor causing the unbanked and underserved customers is a customer’s adverse banking 

history. This happens where there are undesired details of a customer’s history, such as past 

involvement in crime, which could affect their level of access to banking. There need to be ways to help 

them return to the banking system, as the further removed they are from the ecosystem, the lesser 

protection is rendered upon them. When one does not have any access to financing, they are at the 

risk of turning to loan sharks or crowdfunding.  

Bank Negara has introduced a Financial Sector Blueprint from 2011 to 2020 which aspired to (i) facilitate 

the adoption of innovative channels to have wider coverage, (ii) expand the range of products and 

services, (iii) strengthen institutional arrangement, and (iv) enhance knowledge and capacity to 

understand the activities of financial services and the products available in the industry. These initiatives 

by Bank Negara will lead to greater customer protection, RMIT, and the development of an exposure 

draft on digital banking where five licenses will be issued to allow wider coverage for the unbanked and 

the underserved. These initiatives are designed to protect against disruptions. The Malaysian 

government and Bank Negara recognise that the financial system is facing disruption from fintech 

companies. In response, Bank Negara has introduced a regulatory sandbox to allow fintech companies 

to innovate their products under their supervision. This ensures consumer protection.  

The aim of digital banking, according to the aforementioned exposure draft, is to support or convince 

the unbanked and underserved customers to be financially included by making banking more affordable 

and more widely accessible. There also needs to be an emphasis on financial literacy as much attention 

is focused on understanding products, risks, protections, and customer rights. Yet, what customers 

should and should not do must also be considered as this is where much fraud and mule accounts 

manifest. Consumers need to understand that they are responsible for their own accounts regardless 

of who is managing them. More emphasis needs to be given to these matters as such incidences were 

only noticed recently.  

 
 
Eric Chin, Chief Executive Officer, CTOS Data Systems Sdn Bhd  
 
CTOS is Malaysia’s leading credit reporting agency 

and plays a supporting role to the country’s major 

banks. Three out of every four credit reports issued 

in Malaysia are from CTOS. It serves three key 

market segments; (i) banks and financial institutions, 

(ii) SMEs (with over 20,000 SMEs leveraging on 

CTOS’ services and products to make better credit 

decisions), and the (iii) consumer segment. One of 

the key challenges today is that many consumers 

believe access to credit or financial inclusion is a 

right – it is not as banks are custodians of public 

funds. Savings in bank deposits need to be 

managed in a responsible way where risk can be 

managed. 

The Alliance of Financial Inclusion monitors the Financial Inclusion Index for various countries. In 2019, 

it found that 96 percent of the adult Malaysian population has at least one banking account, specifically, 

one deposit account. An adult is a person aged 18 and above, which is approximately 22 million out of 

Malaysia’s 32 million population. On the other hand, only 40 percent of the Malaysian adult population 

has a credit product account such as credit cards, mortgages, auto loans, personal loans, and so on. 

This implies that 13 million Malaysians do not have credit cards, access to housing loans to buy homes, 

access to motor loans to purchase vehicles, and so on. This is the unbanked segment that digital 

banking is supposed to address.  
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Today, should someone who is unbanked attempt to apply for a credit card at a commercial bank, the 

chances of the application being approved is almost none due to the lack of a track record, as there is 

no credit information and no credit history. Without any information about an applicant, banks will be 

unwilling to lend money. This is an issue as banks and credit rating agencies can only provide scores 

for 40 percent of the population as the remaining 60 percent of the population is unscorable.  

While the concept of digital banking is appealing, 

as it allows consumers to do banking from the 

comfort of their homes and even allows for the 

application of credit products, the question remains 

if digital banks can make credit decisions in the 

absence of necessary information. This requires 

alternative ways of evaluating a prospective bank 

borrower. CTOS is seeking ways to allow 

unbanked individuals with no banking records to 

become more visible through other forms of 

information that can be used for scoring. The 

Malaysian Communications and Multimedia 

Commission revealed that mobile phone penetration in Malaysia is at 139 percent. Such data can be 

used to assess an unbanked person as they are likely to have a mobile phone with a record of how they 

pay their phone bills or top up their prepaids.  

Although digital banking brings convenience, there are also concerns among consumers on how the 

identity of a person applying for online credit can be verified. In a brick-and-mortar bank, customers 

need to be present, have their MyKads (Malaysian identity cards) verified, undergo biometric 

verification, and bank officers will verify that customers are indeed the same person as the one 

represented in the card.  

CTOS also provides eKYC solutions, leveraging on the power of technology, such as motion detection, 

facial recognition, and OCR. The combination of available data can be used to support the process of 

digitally identifying a person. Through these initiatives, CTOS hopes to play its part in the protection of 

consumer rights by ensuring that identities are kept safe during online transactions and that no one else 

is able to use another’s identity to apply for services under a digital bank. 
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