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Executive message:
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Dato’ Omar Siddiq
Chief Executive Officer,
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Menara 1Q, Lingkaran TRX,
Tun Razak Exchange,
55188 Kuala Lumpuir,
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Malaysia continues to be a top 25 trading

nation and offers great potential for investors.

Its booming demography, flourishing business
landscape inclusive of a vibrant manufacturing
sector, along with its favourable government
policies, all offer corporates unigue investment
prospects. Its diversified economy and
connectivity to global trade networks and supply
chains further add to its allure.

Located strategically in the heart of ASEAN,
Malaysia has one of the highest standards of
living in the region. With its superior infrastructure
and the substantial investment planned over the
coming years, the country makes for an ideal
regional and international base for businesses.

HSBC's presence in Malaysia dates back 140
years when the Hongkong and Shanghai Banking
Corporation Limited established its first office in
the country. Today, HSBC has approximately 6,000
employees in Malaysia, inclusive of employees

in the bank and its network of 54 branches
nationwide, along with its global shared service
centre, which serves the operations of 39 different
countries. Our goal is to help our clients grow their
businesses and embrace all of the opportunities
Malaysia has to offer.

Get in touch to find out how HSBC can help you
and your business thrive in Malaysia.

We look forward to seeing you here!



Overview

Malaysia

Population
34.1 million (2024)

Total area
330,345 sq km

Capital
Kuala Lumpur
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Major language(s)

Bahasa Malaysia (official
language), English,
Mandarin and Tamil

Currency
Malaysian Ringgit (MYR)

Gross domestic product (GDP)

USD422 billion

(2024);

5.1% growth rate
(2024);

USD12,540 per capita
(2024)

Investment Promotion Agencies

Time zone
UTC +8

Central bank
Bank Negara Malaysia
(BNIM)

Consumer price index, average
2.5% (2023);
1.8% (2024)

Exchange rate vs. USD
4.22
(as of 1 September 2025)

Malaysian Investment Development Authority (MIDA)

www.mida.gov.my

Malaysia External Trade Development Corporation
(MATRADE) www.matrade.gov.my
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Banking system and bank accounts

Bank Negara Malaysia (BNM) is the central
bank of Malaysia. It has no explicit inflation
target but influences the monetary system
through the overnight policy rate (OPR).

To manage liquidity, BNM also sets the
statutory reserve requirement (SRR) ratio.

Since Malaysia has a large Muslim
population, the country has a dual

banking system, conventional and Islamic.
Commercial banks are the most widely used
among consumers.

The industry is competitive because it is a
mature banking market. Malaysian banks
have expanded into neighbouring countries
in Southeast Asia, as well as in the Asia
Pacific region.

The basic requirements for opening a

business account in Malaysia include:

e A completed application form from
the bank.

e | etter of introduction and recommendation
from an existing customer of the bank
(some banks do not require this).

e Photocopies of the identifications
of the company directors and
authorised signatories.

e Certified true copies of the:

- Resolution from the board of directors
to open the account and a list of the
authorised signatories

- Return of allotment of shares
(section 78)

- List of directors (section 58)

- Registered office address (section 46)

- Company's constitution

- Certificate of incorporation (section 17).

The following types of bank accounts are
currently available:

Account Local Local Foreign  Foreign
type current  savings current savings
Resident v v v v

Non-resident v v v v
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Clearing systems and payment instruments

Clearing system

Comments

RENTAS (Real Time
Electronic Transfer of
Funds and Securities)

IBG
(InterBank Giro)

CTCS
(Cheque Truncation
and Conversion

e A nationwide, real-time gross settlement system (RTGS) for

electronic domestic payments.

The current minimum amount for third party payments is
MYR10,000 for conventional and Islamic accounts through
manually initiated transactions.

The minimum threshold limit for internet banking channels is
currently set at MYR50,000.

There is no limit for accounts favouring RENTAS members’

own accounts.

The limit is not applicable to payments in favour of BNM, federal
ministries, state governments and other government bodies such
as the Social Security Organisation, Employees’ Provident Fund
or any institutions specified by BNM.

Operated by MEPS (Malaysian Electronic Payment Services).
Involves an exchange of digitised transactions to effect payment
orders that are less than MYR100,000 per transaction.

IBG services are currently available between participating

banks that are MEPS members only. Transfer of funds between
an external account and resident account are allowed up to
MYR5,000 per day in aggregate for any purpose.

Uses the electronic image and Magnetic Ink Character
Recognition (MICR) data of the cheque and not the physical
cheque to process clearing.

System) Cheques are digitally transmitted, thus efficiently reducing time
needed for payment transactions.

Malaysia is shifting towards a cashless While debit cards and credit cards powered

society as digital payments become more by networks such as Visa, Mastercard

dominant, with high usage in contactless and American Express remain popular,

cards, Quick Response (QR) payments or Malaysians are embracing the convenience

online and in-app payments. and efficiency of digital transactions,
marking a significant departure from

Popular payment methods encompass traditional payment practices.

online payments through bank transfers

enabled by the Financial Process Exchange BNM reported an increase in e-money

(FPX) and debit cards and credit cards. transactions per capita from 65 to 98

E-wallets and QR digital payments are also in 2022.
gaining traction due to the cross-border
functionality through DuitNow.
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Trade

In the area of Trading Across Borders,
Malaysia introduced electronic forms and
enhanced its risk-based inspection system.
The country also made importing and
exporting easier by improving infrastructure
and the port operation system at Port Klang,
which is now ranked in the top 20 container
ports in the world.

In 2024, Malaysia was ranked the 37th
economy in the world in terms of GDP
(current USD), the 25th in total exports, the
24th in total imports, the 57th economy in
terms of GDP per capita (current USD).

Taxation

Resident/non-resident

e The company is a tax resident in
Malaysia if the management and control
of its business is exercised in Malaysia.

e Resident companies are subject to tax
on income accrued in or derived from
Malaysia or foreign-sourced income
received in Malaysia.

e Non-resident companies without a
permanent establishment in Malaysia are
taxed only on Malaysia-sourced income.

Financial instruments

¢ Realised gains/losses on revenue
account financial instruments are
taxable/deductible while unrealised or
capital gains/losses are not.
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In 2023, Malaysia was the world’s biggest
exporter of Oscilloscopes (USD5.78 billion).
In 2024-25, Malaysia's top exported

goods include integrated circuits, refined
petroleum, palm oil, computers, and
broadcasting equipment. These products
have significantly contributed to Malaysia’s
economy and trade industry, showcasing
the country’s diverse export capabilities.

Exports Imports
Value UsSD373 USD324
(2024) billion billion
% of GDP o o
(2024) 71% 66%

e However, all gains/losses on revenue
account financial instruments are taxable/
deductible for banks.

Interest and financing costs

e |nterest is generally tax deductible, on the
condition that the underlying loans were
used in the production of income.

Foreign exchange
e Similar tax treatment as financial
instruments.

Advance tax ruling availability

e Taxpayers can request for advance rulings
on the interpretation and application of
the tax law to proposed arrangements.
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Capital gains tax (CGT)
e Real property gains tax (RPGT)

- Gains from disposal of real property
situated in Malaysia or shares in a real
property company (RPC) are subject
to RPGT at 10% to 30%, depending on
the holding period.

- RPC refers to a controlled company
owning real property or shares in an
RPC or both where the total value of
the property and shares is not less than
75% of its total tangible assets.

- Effective 1 January 2024, CGT in-scope
taxpayers are no longer subject to RPGT
on gains from disposal of RPC shares.

o CGT

- From 1 January 2024, gains from
disposal of (1) shares in unlisted
companies incorporated in Malaysia, (2)
shares in controlled foreign companies
deriving value from Malaysian real
property, or (3) capital assets situated
outside Malaysia with proceeds
remitted into Malaysia are subject to
CGT.

- Exemptions may apply to
certain situations and subject to
meeting conditions.

- For (1) and (2), CGT rate is 2% or 10%,
depending on the acquisition date.

- For (3), taxpayers are taxed at the
prevailing income tax rate.

Withholding tax (WHT)

Domestic payments are generally not
subject to WHT.

There is no WHT on dividends distributed
to non-residents.

Interests paid to non-residents are
subject to WHT at 15%.

Royalties, service payments and rental

of moveable properties paid to non-
residents are subject to WHT at 10%.
Exemption is provided where the services
are performed outside Malaysia.
Reduced WHT rate may be provided
under Malaysia's tax treaties.

Tax treaties

A foreign tax credit (FTC) is granted
under Malaysia's tax treaties. The credit
is limited to the lower of (1) the actual
foreign tax paid, and (2) the Malaysia tax
payable on that foreign income.

A unilateral FTC is granted in respect

of foreign tax paid on income derived
from countries that have not signed
double taxation agreements (DTAs) with
Malaysia or the DTAs do not provide such
relief. The unilateral FTC is limited to the
lower of (1) the Malaysia tax payable on
that foreign income, and (2) 50% of the
foreign tax paid.

DTAs generally take precedence over the
domestic law.
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Thin capitalisation

e There are no thin capitalisation rules
in Malaysia.

e Earning Stripping Rules (ESR) applies
to cross-border related party financial
assistance, including financial assistance
from a foreign-related party operating
through a permanent establishment in
Malaysia and any financial assistance
arrangement with a foreign third-
party lender guaranteed by related
parties, regardless of the guarantor’s
tax residency.

e \Where total interest expense on all
related party financial assistance which is
subjected to ESR exceeds MYR500,000,
any interest exceeding 20% of the
defined tax-EBITDA is disallowed.

Transfer pricing

e Related-party transactions (RPTs)
must be on arm’s length terms, i.e.,
being carried out as if the parties were
unrelated and independent.

e |f it is found that the pricing of the RPTs
is not at arm’s length, the tax authority
may impose transfer pricing adjustments
and relevant penalties.

Cash pooling

¢ General tax deduction rules and
transfer pricing principles apply to
cash pooling arrangement.

Banking services tax
* None.

Corporate Income Tax

0,
(Rate) 24%
Personal Income Tax 0-30%
(Rate)
Value Added (Sales) o
Tax (Rate) 10%
International Institute for
Management Development 34

World Competitiveness
Ranking number
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Environmental, social and governance

Initiatives by the Ministry of Finance:

¢ Release of the Principles on Good
Governance for Government-linked
Investment Companies (PGG).

e | aunch of the revised Malaysian Code for

Institutional Investors (MCII).

Initiatives by the Securities Commission

(SC) Malaysia:

e Alignment of ASEAN Taxonomy for
Sustainable Financing with Climate
Change and Principle-based Taxonomy
Issued by BNM and environmental
component of Sustainable and
Responsible Investment (SRI) Taxonomy
for the Malaysian Capital Market issued
by the SC.

e SC Advisory Committee on Sustainability
Reporting issued consultation on the
implementation of ISSB sustainability
reporting standards in February 2024.

e [ aunch of the SRI-linked Sukuk
Framework and expansion of SRI Sukuk
and Bond Grant Scheme — for issuances
under SRI-linked Sukuk Framework and
ASEAN SLBS.

e SC's Capital Markets Malaysia published
a transition strategy toolkit in April 2024
to help firms raise transition capital.

Initiatives by Bank Negara Malaysia:

New methodology for financial institutions’
climate Risk Stress Testing exercises
published by BNM in March 2024.

Launch of the Low Carbon Transition
Facility (LCTF) to encourage SMEs to
adopt sustainable practices.
Announcement of the Greening Value
Chain (GVC) Programme.

Initiatives by Bursa Malaysia (stock exchange):

Release of the enhanced Sustainability
Reporting Guide Framework.

Launch of the Bursa Carbon

Exchange (BCX).

Expected developments:

JC3 said it would integrate nature risks
into financial institutions’ climate risk
strategies in March, and added it would
support finance sector alignment with
sectoral transition pathways, as per the
national strategy.

BNM will expand the use cases to include
sector- or project-specific use cases

for CCPT, based on the Value-based
Intermediation Financing and Investment
Impact Assessment Framework (VBIAF)
Sectoral Guides.
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Clearing systems holidays 2026

Holiday

New Year's Day

Thaipusam

Federal Territory Day
Chinese New Year

Nuzul Al'Quran

Hari Raya Puasa (Eid-ul-Fitri)
Labour Day

Hari Raya Haiji (Eid-ul-Adha)

Wesak Day

Dipertuan Agong’s Birthday
Awal Muharram (Maal Hijrah)
National Day

Birthday of Prophet Muhammad
Malaysia Day

Deepavali

Date

1 January, Thursday

1-2 February, Sunday—-Monday'
1-2 February, Sunday-Monday'
17-18 February, Tuesday—\Wednesday
7 March, Saturday

21-23 March, Saturday—-Monday'
1 May, Friday

27 May, Wednesday

31 May - 1 June, Sunday—-Monday’,
(except Kedah & Terengganu)

1 June, Monday

17 June, Wednesday

31 August, Monday

25 August, Tuesday

16 September, Wednesday
8 November, Sunday'

(except Sarawak)

9 November, Monday

(except Kedah, Kelantan, Sarawak & Terengganu)

Christmas Day 25 December, Friday

1. When a public holiday falls on Sunday, the following Monday will be observed as a holiday, and if there is an overlapping public
holiday on a weekday, the following day will then be observed as a holiday. Nonetheless, the replacement is subject to the
changes made by the Prime Minister’s Office (PMO).

Sources: Asian Development Bank; Bank Negara Malaysia; Bursa Malaysia; Climate Bonds Initiative; ESG Investor;

Exchange-rates.org; HSBC; International Institute for Management Development; KPMG (Taxation); Ministry of Investment, NST;
OEC World; Trade and Industry, Malaysia; US Department of the Treasury; World Bank; Department of Statistics Malaysia
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Case study:

Sunway Property

Promoting sustainability in
Malaysia's real estate sector

/\ The challenge

HSBC solutions

Established in 1974, Sunway Property is the property arm .
and capabilities

of the Sunway Group and is now one of Malaysia's top
multinational property construction corporations. As a master

developer of community spaces, environmental and social /\ HSBC's e-Housing
consciousness forms a central tenet of Sunway’s corporate LI'L@ Development
ethos, which it aims to incorporate into every aspect of its Account

operations. The same commitment extends to its treasury
department, where the team identified the reduction of
paper-intensive processes as a key means of furthering the
company's sustainability initiatives.

Traditionally, real estate developers in Malaysia are required
to maintain a Housing Development Account (HDA), into
which they channel payments received from buyers. The
HDA is a regulated bank account under the governance

of the Ministry of Housing. To withdraw funds from an

HDA account, a licensed housing developer must provide
sufficient documentation to the requesting parties, outlining
the purpose of the payment.

Under the standard HDA withdrawal procedure, the
developer was required to submit these supporting
documents physically to its financial controller (e.g. the
bank). Authorised signatories then had to physically sign
the documents to authorise the HDA withdrawal processes.
This process was highly manual, time-consuming and
inconvenient, particularly when signatories were not
physically present. Additionally, it carried risks associated
with the loss of documents during transit, and the manual
tracking process was neither efficient nor effective.
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@ The solution

Sunway made the decision to incorporate HSBC's
e-Housing Development Account (e-HDA) offering to reduce
paper use in day-to-day payment processes.

By collaborating with the first bank in Malaysia to offer a
complete e-HDA solution, Sunway successfully achieved
complete digitisation of this long-standing paper-intensive
process in a relatively short timeframe, all without incurring
significant costs for its overall operations.

Sunway now submits withdrawal requests via file uploads
to HSBCnet and provides all supporting documentation
digitally through secure channels. All documents can be
centrally accessed and viewed on HSBCnet, ensuring full
visibility for auditing purposes.

“The impact that the e-HDA proposition has already
had for many of Malaysia’'s real estate companies

Is something that we are very proud of, as it has
allowed companies such as Sunway to drive more
operational efficiency while intensifying their ESG
commitments. We believe that this solution will play
a key role in highlighting the numerous benefits that
corporates can realise by adopting more sustainable
practices, and will be looking to build on this by
continuing to work with our customers and regulators
on unlocking more solutions that can facilitate the
transition to a more sustainable economy.”

Anand Mukati
Country Head, Global Payments Solutions, HSBC Malaysia
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The benefits

This transformation has enabled Sunway to eliminate paper usage

in the HDA withdrawal process, providing the company with a vital
opportunity to meet its sustainability goals while enhancing operational
efficiency. In the context of the existing resource-intensive and inefficient
traditional process, this environmentally conscious solution has provided
several benefits, including cost savings, improved process efficiencies,
increased automation, improved visibility and a reduction in manual
intervention and errors.

Treasurers can often find themselves uncertain about the immediate
actions required to contribute to their organisation’s overall sustainability
strategy. As Sunway has demonstrated, however, digitising long-
standing paper-intensive processes can be an easily overlooked step that
treasurers can take immediately, with the added benefit of mitigating
risk and enhancing the overall efficiency of payment processes.

Sunway was the Highly Commended Winner, Best Sustainable

Treasury Solution award-winner at the Adam Smith Awards, Asia

2023, highlighting to industry peers and the broader market that the
advantages of adopting sustainable business practices extend well
beyond environmental consciousness. It marks a significant milestone in
promoting sustainability within Malaysia’s real estate sector in line with
SDG 12 responsible consumption and production of resources.
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HSBC cash management capabilities

Liquidity management
Physical cash pooling

Notional pooling —
balance compensation

Notional pooling —
interest optimization

Commercially our product is called
Interest Enhancement Facility (IEF)

Liquidity Management Dashboard

Payments

Cash withdrawals

Cheque payments

Direct debit payments
Domestic outgoing transfers

Real Time Instant Payments via
Fast and Secure Transfers (FAST) &
Paynow Alias

Commercial cards

Virtual cards

International outgoing transfers
SWIFT GPI

Card issuing
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DN NN

DN NN

Collections

Over-the-counter deposit (cash)
Inward telegraphic transfers
Inwards RTGS (RENTAS)
Inward domestic transfers

QR code (Duitnow QR)

ACH Direct Debit Collections

Virtual Accounts for
Payor Identification

Omni Collect — alternate payment
methods enablement (in store
& online)

Channels

Local e-banking

Global e-banking — HSBCnet
SWIFT/ host to host
Treasury APIs

< CX X X X XK«

NNUENEENEIRN
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HSBC trade finance capabllities

Trade payments Supply chain management
Documentary credits v/ Receivables
Documentary collections v Payables
Inventory
Guarantees
Bank guarantees v/ Trade channels
Standby letters of credit v/ Trade finance

Supply chain finance
SWIFTNet Trade for Corporates
HSBCNet for Trade

AN

L QK

ASEAN's International Bank | HSBC Malaysia
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https://www.business.hsbc.com.my/en-gb/campaigns/asean
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