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Agenda

1. Vision of an effective DFI

2. DFIA Act and the 6 prescribed DFls

3. Proportionate regulation with emphasis on measurable impact creation
4. Performance measurement framework for DFls

5. Current impact by Malaysian DFls




Vision of an effective DFI

DFls are public institutions designed to complement the broader financial system by delivering
tailored financial and non-financial solutions, enabled by a sound regulatory environment

Vision of an effective DFI
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Malaysia’s Global champions Product innovation Digitalisation  Sustainability / climate ~ Alternative finance ... e .o
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(amongst others) Crowd-in SMEs Underserved Financial education Social finance Affordable housing
DFls are the intermediary / enabler to developmental strategies
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Institutional foundations :
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DFIA and DFls

BNM regulates 6 DFIs under the Development Financial Institutions Act 2002, each with a distinct
mandate to advance financial inclusion (underserved and unserved sectors and segments)

Financial Services Act (2013) (FSA)

Islamic Financial Services Act (2013) (IFSA)

Development Financial Institutions Act (2002) (DFIA)

o A comprehensive regulatory & supervisory framework that reflects unique
characteristics of DFIs whilst ensuring safety and soundness in performing

mandated roles.

o Recognises the role of stakeholder Ministry in providing policy direction and
strategic economic sectors to be supported by DFls

* Recognise strategic and
developmental role of DFls
as mandated by Government

* Role of stakeholders in
providing policy direction to
DFls in serving mandates

Adopt balanced regulatory
approach, commensurate with
DFIs’ risk-taking activities to
ensure business sustainability

Promote stronger governance
oversight and risk management
in delivering mandate

Commercial banks

Islamic banks

Prescribed development financial institutions (DFIs)

To develop and advance the growth of strategic sectors of the economy
To achieve socio-economic objectives
To complement the role of banking institutions

Lead financial institution
provider for small savers and
microfinance

Provides financing/support to
agriculture & agri-based sector

Provide financing to members &
non-members incl. cooperatives

Provides financing & advisory to SMEs
particularly bumiputera entrepreneurs

Provides medium to long-term
financing for developmental sectors
i.e., infrastructure, maritime, high-tech,
capital-intensive, etc.

Provides financing and trade insurance
to support export and import of goods,
services & overseas financing projects



Proportionate regulation framework

DFls are accorded with proportionate regulation with emphasis on creating measurable
developmental impact without compromising safety and soundness

Proportionate regulation catered to unique characteristics With expectations of creating measurable impact

a. Tailored regulatory framework to deliver mandates DFls intentional at creating additionality

b. Policy requirements that would not impede DFIs’ mandates in
achieving developmental outcomes in sustainable manner Financial additionality

Closing financing gaps, providing
countercyclical financing & other support

Design additionality

Contribution towards
socio-economic

to strategic sectors / underserved segments devtelopment ;g building
Unique governance and 3 additional areas exclusive customer restience
rescriptive composition matrix . o .
P | lp . P :or DFls to en.hance Demonstration additionality Policy additionality
. Ve. rified fit & proper by BNI\/I ransparency. Building private sector capability by Support public policy
prior approval by the Minister « Disclosure on demonstrating the growth potential of target design and public
. Promotes effective deliberation developmental performance segments to attract private investments sector capabilities
and active participation of all e Disclosure on government
directors, with 3 directors having grants Supported by the necessary institutional enablers
accounting/finance background .
* Future outlook on strategic
* Reward structure that sectors served by DFIs ; Adequacy of
emphasise developmental Quality of oversight Inculcation of infra, systems
outcomes and additionalities by Board over developmental R EEEeREes
additionality creation culture monitor impact
Policy requirements to strengthen DFI’s capital position: Complementing the private sector
* RWCR of 8% Catalysed
o _ Deepened outreach Crowding in private development
*  Minimum capital of RM300m to underserved sectors to address of innovative

financing gaps

» Maintenance of reserve fund segments/sectors solutions



Performance Measurement Framework for DFls

Performance Measurement Framework (PMF) sharpens DFls’ focus on the underserved, and
steers DFls to fully perform their role as nation-building public institutions and create impact

1 Focus on underserved segments and
sectors, addressing funding gaps

2 — Financial Additionality, Mandate Index --....._..__.. £

Elevate internal capabilities
through strengthened resources,

systems & internal policies
— e.g. mandate governance, strategic

planning, developmental-KPIs (remuneration),
impact monitoring system

Developmental

Non-Developmental

Deliver tangible impact and
empower underserved
communities

— Design Additionality, Impact Multiplier

PMF steers DFls to...

Foster a supportive policy
environment for the Govt. by
surfacing meaningful solutions
for underserved segments

— Policy Additionality

5 Crowd-in private sector
towards target segments and
sectors, reducing dependency
on public funds

— Demonstration Additionality

4

3
Deliver customer-centric and
efficient outputs

— Process Efficiency Score

Manage and utilise Government
funds and resources efficiently

— Fund Muiltiplier, Subsidy Dependence
Index, Cost Efficiency



Additionality creation

PMF implementation has empowered DFls to measure, track, and report their mandate

achievements more meaningfully

Progress in DFIs' achievements for additionality creation in 2024 has been encouraging

FINANCIAL ADDITIONALITY

DEMONSTRATION

In 2024, DFIs approved financing to 1.3 million accounts including low-income individuals and businesses in mandated sectors:

Green Finance Infrastructure Export Agriculture MSMEs &_
- - . Cooperatives
RMS5 billion RM4.5 billion RM2.3 billion RM966 million -
RMS8 billion
Mukims solely More than... Close to...

Microfinance borrowers
0 [0)
90% ) served by DFIs 46% ) served by DFIs

Annual growth in
0
iTEKAD participants

DESIGN ADDITIONALITY

Of total household
approvals are to the
low-income?

630,000

Individuals newly
onboarded to digital
banking platform

1 million

Individuals reached
through financial
literacy programmes

ADDITIONALITY

Low-income
individuals

RM26 billion

More than...

30,000

Businesses trained
through capacity-

building programmes

POLICY ADDITIONALITY

RM1.3 billion

Funding crowded-in
from private sector

“~

27 projects

More than...

130,000

Jobs newly created or
sustained

More than... Nearly...

10,000 4,000

Businesses achieved Businesses achieved
income growth upward migration?®

1 Based on number of accounts outstanding under Skim Pembiayaan Mikro (SPM)
2Based on number of accounts approved in CCRIS

Launched the first-in-the
market agritakaful
solution to protect
farmers through active
advocacy and
engagement with
policymakers and various
stakeholders

Actively collaborated with
KPM* to develop financial
education (FE) modules
which were integrated into
KPM’s DELIMa® platform,
expanding reach of FE to
young school children

4Kementerian Pendidikan Malaysia
5 Digital Educational Learning Initiative Malaysia

8 Upward migration: informal to formal, micro = small 2 medium = large/ improvement in credit rating

Designed natural-based
solutions (e.g. bamboo
and biochar) for
smallholders with the
potential to unlock the
scaling-up of green palm
oil exports through
government programmes



Thank You / Terima Kasih
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