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Effective 1 January 2014 

Mandatory credit ratings for bond issuance to be liberalised.   
International rating agencies will be permitted to practice in Malaysia. 
 
 
The announcements by Prime Minister Datuk Seri Najib Razak on 9

th
 June 2014 of the Government’s 

commitment to liberalise the credit rating services industry signals the positive response of authorities 

to the demand for higher-yielding securities in the global economy and the increasingly significant role 

of the discerning investor in the bond market.  

 

The liberalisation initiatives would also challenge the domestic rating agencies to upgrade, modernise 

and take a more globalised or at least regional approach to their business as competition from the 

largest and most respected credit rating houses would, henceforth, be literally at their doorsteps. 

 

The three liberalisation measures announced by the Prime Minister cum Finance Minister are: 

1. In 3 years, beginning 1 January 2017, the mandatory requirement for credit ratings will be 

removed. 

 

2. Also in 3 years, beginning 1 January 2017, international credit rating agencies with full foreign 

ownership will be allowed in the Malaysian financial markets. 

 

3. With immediate effect, foreign corporations will be allowed to fully own unit trust management 

companies and there will be no more barriers for new foreign unit trust management 

companies coming into Malaysia. 

 

Bank Negara Malaysia as early as 2009, noted that due to the prospects for “earlier recovery in Asia, 

global investors in the current uncertain international environment will increasingly be looking at Asian 

financial markets for investment opportunities.” Malaysia has the largest bond market in ASEAN, RM1 

trillion, and growing. Size is not the only significant growth factor of the Malaysian bond market. It is 

also the most dynamic and innovative in the region and supported by a large pool of legal and 

investment banking talent in the country. The Malaysian bond market has made impressive gains in 

market depth, breadth and sophistication. Bond issuance fees and expenses have become razor thin 

cost effective. 

 

Early efforts of the Government and Bank Negara Malaysia had pretty much focussed on institutional 

and systems building to provide the market institution and the regulatory infrastructure, systems and 

regimes for the private debt securities market. The establishment of the Rating Agency of Malaysia 

(RAM) and Malaysian Rating Corporation Berhad (MARC) by Bank Negara Malaysia were initiatives 

to strengthen investor protection. In the same vein, as an aftermath of the Asian financial crisis, 

Danajamin Nasional Berhad (Danajamin) was established. Danajamin, rated  AAA by RAM and 

MARC, provides credit enhancements to facilitate corporations with viable businesses and investment 

grade ratings to enhance their ability to access the Malaysian bond market and their ability to tap the 

bond market for funding at reasonable cost. 

 

For some time now, the bond market and rating agencies in Malaysia have come under the regulatory 

framework of the Securities Commission of Malaysia. The new initiatives are part of the Securities 

Commission of Malaysia’s masterplan to upgrade the Malaysian bond market and pave the way for it 

to be integrated with the global financial economy. 
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Mandatory credit ratings were imposed by the authorities to help investors objectively benchmark 

credit risks and evaluate pricing. It, of course, also had the intended effect of stabilising and 

entrenching RAM and MARC in the Malaysian capital market landscape. 

However, going forward, in a globalised financial economy, the discerning global investors and the 

need for the quality of the ratings of Malaysian rating houses being on par with international ratings 

and therefore readily recognisable by, and more acceptable to, the global investor would be key 

critical success factors for the Malaysian bond market.  

 

Therefore mandatory credit ratings for bonds and sukuk will be lifted in 2017. That does not spell the 

death knell for the rating business in Malaysia. On the contrary, the rating business would definitely 

go from strength to strength as most investors who don’t have the research capabilities for 

independent assessment of credit and other risks associated with bonds and sukuk, would look to the 

rating for their investment decisions.   

 

Unrated bonds, especially sukuk, are plentiful in the Middle East region and are targeted for the global 

discerning investor. Issuers of unrated bonds would therefore have to be more transparent in the 

conduct and governance of their businesses to enable the investors to make considered investment 

decisions. 
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Gopal began his highly distinguished career in Bank Negara Malaysia (BNM) the Central Bank of Malaysia, in 
1982, pursuant to graduating from University of Malaya on a BNM scholarship. He was appointed as Assistant 
Governor in 2006. As Assistant Governor he was responsible for the Legal Department, Finance Department and 
the IT Services (Computer) Department as well the Money Museum and the Art Gallery. During his tenure, he 
was a member of various committees chaired by the Governor, inter alia, the Management Committee, the 
Monetary Policy Committee, the Financial Stability Committee, the Budget Committee, the Risk Management/ 
Committee and in attendance at the Malaysia International Islamic Financial Centre Executive Committee 
(MIFC), a multi-agency committee appointed by the Prime Minister. 
 
Upon his retirement in 2011, he was appointed as Project Adviser  to BNM to advise and supervise the drafting of 
an omnibus legislation for banking, insurance, payments systems and exchange control as well as an omnibus 
Islamic legislation for Islamic banking, takaful, payment systems and exchange control which have been passed 
by the Malaysian Parliament in 2012. These legislations, namely the Financial Services Act 2013 and the Islamic 
Financial Services Act 2013 came into force on 30 June 2013. 
 
Gopal is the only member of the International Monetary Law Committee of the International Law Association 
(MOCOMILA) from Malaysia. He is also in the Executive Committee of the Malaysian Chapter of ASIL (Asian 
Society for International Law). Gopal sits on the Board of Directors of Kuwait Finance House (Malaysia) Berhad 
(where he also chairs the Board Risk Management Committee), the Board of Management of Methodist College 
Kuala Lumpur, the Council of Education, Methodist Church in Malaysia and is the President of the Judicial 
Council, Methodist Church in Malaysia. 
 
He is a leading adviser on the new Financial Services Act 2013 and Islamic Financial Services Act 2013. 
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