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SME LANDSCAPE IN MALAYSIA

Source: SMEs 2016 Census Report by the Statistics Department of Malaysia, SME Bank Financing Portfolio YTD Dec 2017 

SMEs in Malaysia

Customer Profile

Services

77.2% (3,738)
(69.9%)

Manufacturin
g
15.3% (741)
(15.0%)

Construction
7.1% (343)
(14.8%)

Agriculture
0.2% (9)
(0.2%)

Mining & 
Quarrying
0.2% (5)
(0.1%)

By Financing 
Amount:

39.5%:

42.6%:

9.5%

4,836 
customers

2,148 
(44.4%)

2,160 
(44.7%)

473 
(9.8%)

Red text for share based on financing portfolio

SMEs in Malaysia contributes to approximately 98.5% of business establishments

Presenter
Presentation Notes
The slide shows the scale of Malaysians SMEs according to sectors establishments.About 77% are still microenterprises, 21% Small sizes and 2% Medium Size.SME Bank’s customer profile mirrors SME landscape in Malaysia Women entrepreneurs are growing and becoming more prominent in the Market



SME FINANCING LANDSCAPE IN MALAYSIA

DFI Financing in Malaysia SME Bank’s Market Share

Between DFIs, SME Bank captures on average of 45% as at 2018.

Financial Inclusion: Performance by the banking sector in the Development Financial 
Institutions’ space and SME Bank’s market share
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Presenter
Presentation Notes
Our Market Share increased significantly over the past 8 years.SME Bank holds a 45% market share over DFIs, Greater need for DFIs to continue to serve the unserved and underserved market.



MALAYSIAN SMES’ GDP CONTRIBUTION VIS-À-VIS 
MARKETS AND BY ECONOMIC ACTIVITY

Source: Department of Statistics, Malaysia
3

Presenter
Presentation Notes
SME plays an important role in driving the economic growth in Malaysia—greater need for SME to be elevated to the next level (i.e. higher turnover, local to export) in order for Malaysia to be at the same level as other economies such as Vietnam, China and Indonesia.  However that being said SMEs contribution to the Gross Domestic Product (GDP) is still low as compared to other countries.
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KEY ISSUES & CHALLENGES FACED BY OUR SMES

Presenter
Presentation Notes
Innovation & technology – The need to train and inculcate innovation and technology adoption by SMEs to keep up with industry 4.0Access to Financing - Ensure that creditworthy SMEs have easy and timely access to financing for working capital and investment Legal And Regulatory Environment - Ensure that legal and regulatory environment is conducive for the formation and growth of SMEsHuman Capital Development – lack of human capital knowledge among SMEs impacting how businesses are runMarket Access - Expand the market access for goods and services produced by SMEsInfrastructure – The need to improve infrastructure for the SMEs in order for them to operate effectively. Capabilities & Capacity – Many not having the right capability or capacity and the need to train & upskill our SMEsCommitment -willingness and commitment from the SMEs to ensure sufficient time is allocated towards learning & developmentDocumentation– Lack of proper documentation from entrepreneurs lead to financing issuesFinancial Management– Weak financial management leads to poor business making decisions. 



 DFIs are specialized FIs established by the Government with specific mandate to develop and promote key 
sectors that are considered of strategic importance to the overall socio-economic development objectives of 
the country

 Roles and functions in providing focused  financial and  development  support  to bolster  economic growth,  
socio-economic agenda and  human capital development

 The strategic sectors include agriculture, small and medium enterprises (SMEs), infrastructure,  maritime, 
export oriented sector as well as capital-intensive  and high-technology industries

 The are 13 DFIs  in  the country of which 6  are prescribed  under the Development Financial Institutions Act 
2002 or (Amended) Act 2015 and supervised by Central Bank of Malaysia.

DFIs

Role of Development Financial Institutions (DFI)s in Malaysia

SME BANK’S MANDATE AND PLAYING THE DUAL ROLE

Providing financing  
assistance and 
advisory services 
activities to SMEs 
involved in 
manufacturing, 
services and 
construction 
sectors

SME Bank’s Value Proposition: Playing a Dual Role

SME Bank’s 
Mandate Financially 

Sustainable

 SME Development Bank, as the name suggests is a development Bank 
governed by Central Bank of Malaysia with MITI as the supervising Ministry

 As a going-concern entity; it shall remain to be financially sound, self 
sustaining and able to generate returns to its shareholders

Developmental 
Role: 

Entrepreneur 
Development

 SME Bank shall play a developmental role in developing SMEs to be the 
nation’s engine of growth, in line with the Government’s economic agenda

 Financial Inclusion: Providing financing  assistance and advisory services to 
the unserved and underserved; bridging the funding gaps of SMEs

 Advisory services are being offered by the Bank to all levels of the SMEs on 
a continuous basis

Presenter
Presentation Notes
DFIs are specialised FIs established by the Government with specific mandate to develop and promote key sectors that are considered of strategic importance to the overall socio-economic development objectives of the countryRoles and functions in providing focused financial and development support is to bolster economic growth, socio-economic agenda and human capital development
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ISSUES AND CHALLENGES

Main key challenges that SME Bank need to overcome in order to execute 
our Developmental role 

Issues 
& 

challenges

Funding

Achieving the 
right balance 

Unchartered 
territory

Leveraging on 
technology

Presenter
Presentation Notes
Balancing between meeting the Bank’s financial obligation and investing in developmental customers and programmesCost to serve is higher than normal commercial banks, thus margin is lowerSME Bank still need to meet its financial indicators that were set by the regulator, and pay dividends pack to the federal governmentDependent upon market fund is costly as SME Bank do not have retail licenseLeveraging on technology - Getting the buy in from stakeholders (government ministries and agencies) and the regulator requires time, effort and multiple rounds of discussion to address concernsUnchartered territory – digital and technology adoption poses high risk from the stakeholders and regulators perspective



Central Bank of Malaysia (BNM) have introduced a comprehensive performance measurement 
framework to DFIs in may 2018 covering 3 major aspects.

PERFORMANCE MEASUREMENT FRAMEWORK

Presenter
Presentation Notes
Central Bank of Malaysia wants to measure us beyond financial performance (composite risk rating) – profitability, capital adequacy and board oversight Developmental Impact, Social Impact and Efficiency. SME Bank is currently in the process of implementing the PMF introduced by Central Bank of Malaysia and World Bank, by incorporating beyond banking elements.



SME Bank has been continuously measuring relevant metrics that we set in our dedicated developmental 
programmes via our Entrepreneur Development function   

Coaching Upward Migration/ Development

Advisory

Mentoring

Intervention

Training

Consulting

Collaborative Partners

BEYOND FINANCING : ENTREPRENEUR DEVELOPMENT

Presenter
Presentation Notes
Entrepreneur development requires a spectrum of methodology from Training to Consultancy.  Due to the unique needs of the business there is no one size fits all solution, therefore SME Bank through CEDAR first understands the needs of the customer development needs through a gap analysis and prescribes the best customised program on their behalf. CEDAR currently has 17 certified business coaches and mentors  who can facilitate the entrepreneur through their entrepreneurial journey.Objective and Mandate of Entrepreneur Development:To consolidate the bank’s developmental mandate into a more strategic and structured approachTo offer a comprehensive developmental model that are effective and efficient in delivering the desired outcomesTo deliver tangible intervention initiatives with measurable results that reflect specific contribution towards the government’s economic agenda



BEYOND FINANCING : 
CENTRE FOR ENTREPRENEUR DEVELOPMENT AND RESEARCH (CEDAR)

Presenter
Presentation Notes
Established in 2013Vision - To be the Centre of Excellence for Entrepreneur Development and TransformationMission - To continuously develop the capabilities of entrepreneurs towards sustaining their business growth in support of the National Economic AgendaUnique selling proposition (USP) -- Personalized Business CoachingTo impact the SMEs in 4 areas: Growth, Employment, Technology, eXport



KRA's BUSINESS KPI's ACHIEVED

Scaling up Client's  
Business

Companies engaged that has attained  
increase in Turnover 66 Companies

Companies engaged that has attained growth  
in employment 63 Companies

Companies engaged that has attained Growth  
in business (PBT) 52 Companies

Creating Exporters Companies engaged that are  
going/expanding for export market 52 Companies

Entrepreneur  
Creation New start-up supported 12 Companies

TOTAL 245 Companies

ACHIEVED RESULTS : UPWARD MIGRATED COMPANIES IN 2017



KRA's BUSINESS KPI's ACHIEVED

Scaling up Client's  
Business

Companies engaged that has 
attained  increase in Turnover

185 companies

Companies engaged that has attained 
Growth  in business (PBT)

63 companies

Creating Exporters
Companies engaged that are  
going/expanding for export 
market

31 companies

Technology New Technology Adopted/Enhanced 52 companies

TOTAL 331 companies

ACHIEVED RESULTS : UPWARD MIGRATED COMPANIES IN 2018



- Thank you -
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