
National Report for Malaysia 

1. Professional organization 4. 
The Actuarial Society of Malaysia is the only 
professional association of actuaries in 
Malaysia. The Society has 13 members who are 
Fellows of either the Society, Institute or 
Faculty of Actuaries. Ten work in life insurance 
companies and three practice as consultants. 
The Societ also has approximately 36 
associate andrstudent members. 

2. The economy 
The Malaysian economy has performed well in 
recent years and although it has been adversely 
effected by the current recession, the rate of 
economic growth has been one of the most 
impressive in the South East Asian region. The 
economy is mixed, and the Government places 
greater emphasis on the private sector. The 
Kuala Lum ur Stock Exchange, although small, 
is efficientry run with dealings in about 100 
stocks. It is however dominated b private 
investors and lacks the stabilising iniuence of 
significant institutional investment. 
Malaysia is rich in natural resources, especially 
rubber, palm oil, tin, timber and cocoa and is 
also self-sufficient in oil. The land is fertile, the 
climate good and the country free-from natural 
disasters. The multi-racial population numbers 
approximately 15 million. 
Corporation tax is fairly high, at a rate of 40 
percent with an additional 5 percent excess 
profits tax and a 5 percent development tax. 
Income tax is steeply progressive and reaches 
60 percent on income above US$44,000/- per 
annum. There are very few personal tax 
allowances. 

3. State superannuation benefits 
Since 1957 State retirement benefits have been 
provided through the Employees' Provident 
Fund (EPF). The contribution rates have 
gradually increased and are currently 11 
percent of all salary and bonus by the employer 
and 9 percent by the employee. 
These contributions are accumulated with 
interest, currently 8.5 percent per annum, and 
benefits are paid in cash at age 55. There are 
limited facilities for withdrawal before that age 
for housing and other purposes. 
For some time a supplementary death benefit 
has been payable in addition to a deceased 
member's credit balance. With effect from 1 
July 1986, minimum and maximum limits of 
M$500/- and M$30,0001- have been imposed on 
this benefit. 
A new benefit was also introduced at the same 
time which provides an additional amount 
upon the total inca acity of a member. The 
same limits apply as Porthe death benefit. 
The Social Security Scheme, called SOCSO, 

rovides workmens' compensation and death 
enefits. Currently on1 worker's earnin b 

M$1,000/- per month or Yess are covered an3 
the benefits are minimal. For example, the 
minimum monthly rate for disablement is 
M$136/80 and the funeral expense benefit is 
limited to a maximum of M$l,OOO/-. 

Occupational superannuation 
benefits 
The provision of occu ational benefits is 
constrained by the Eve1 of employer 
contributions to the EPF, currently 11 percent. 
Furthermore, there is a ceiling on tax- 
deductible expenditure by employers of 15 
percent of total salaries. 
Many varieties of retirement lans are found, 
the following types being equalry common: 
i) Unfunded arrangements providing a lump 

sum benefit equal to a fixed percentage of 
total career salary. 

ii) Provident funds aying a lump sum equal 
to a fixed emproyer contribution with 
interest. 

iii) Additional voluntary contributions to the 
EPF. 

iv) Many multinational companies and larger 
Mala sian companies provide lump sum 
beneits based on final salar The benefits 
are around 0.5 months of &a1 salary for 
each year of service for plans not 
integrated with EPF, or around 2.0 months 
of final salar for each year of service but 
reduced by t i e  EPF benefit for integrated 
plans. 

In cases i) to iii) the percentage of salary on 
which the benefit is based is usually 4 percent; 
in other words, the tax-deductible maximum 
(15 percent less 11 percent to EPF) has often 
become also the minimum benefit. 
Government employees receive annual 
pensions from age 55 equal to 2 percent of final 
salary for each year of service subject to a 
maximum of 50 percent of final salary. In 
addition, they receive a lump sum gratuity of 5 
percent of final sala for each year of service. 
This benefit is unfunakd. 
There are very few plans providing pensions in 
the private sector. 
Funded retirement plans can be approved by 
the Inland Revenue with very few 
requirements. The principal ones are: 
i) Contributions must not exceed the tax- 

deductible limit. 
ii) 25 percent of the assets must be invested 

in Government securities. 
i i i )  No cash benefits can be paid before age 55 

(except in the event of death or ill-health). 
Under an ap roved plan, the investment 
income of the E n d  is tax free, and benefits are 
tax free to members. There is very limited 
provision for past service contributions and the 
relatively low contribution rates mean that trust 
funds are normally established only by the 
larner employers. - . .  
There are no requirements to fund retirement 
benefits in Malavsia and International 
Accounting standards are not always applied 
in connection with unfunded liabilities. Most 
em loyers have written agreements with their 
traie unions which are renegotiated every three 
years, and these agreements invariabl include 
a clause on retirement benefits. TraJe unions 
have always tended to prefer retirement 



benefits which take the form of additional 
contributions to the EPF. 
There are no statutory provisions concerning 
the vesting of retirement benefits. 

5. Expatriates 
EX atriates employed in Malaysia are not 
obeged to join the EPF, although many do since 
cash benefits may be withdrawn tax-free on 
permanent emi ation from Malaysia. The 
Malaysian ~nlanfkevenue will give approval to 
a retirement plan providing benefits for 
expatriates and, if membership is restricted to 
them alone, the normal investment constraint 
(25 percent of assets in Government securities) 
is removed. The fund may be invested entirely 
offshore. 

6. Life assurance 
There are 18 life insurance companies in 
Malaysia, about half of which are branches of 
foreign companies. However, under the 
Government's national economic policy, plans 
must he formulated to reduce the equity 
ownership by foreign companies to 30 percent. 
The Government has said that the granting of 
new licences to foreign companies is most 
unlikely. 
The mainstays of the life insurance business in 
Malaysia continue to be the traditional whole 
life and endowment policies. There are still no 
unit linked policies permitted by the 
authorities. As elsewhere in South East Asia, 
the major concerns are the quality of the 
business sold and the high lapsation rates. 
Life insurance companies are taxed on the 
excess of investment income, including capital 
gains, over management ex enses. Pursuant to 
a 1983 amendment to tge Insurance Act, 

actuarial valuations are required of the life fund 
every year. There is a statutory reserve basis, 
namely a net premium valuation on 4 percent 
per annum interest using the British mortality 
table A1924129. A full preliminary term or 3 
percent Zillmer ad'ustment is permitted 
whichever produces the higher reserve. Equity 
investments must be taken into assets at the 
lower of cost value or current market price. 
Some insurance companies have issued group 
endowment contracts to employers. However, 
because of an anomaly in the Tax Act, life 
insurance companies have never been able to 
set up tax-free funds even for their approved 
retirement business. 

7. Other Areas 
The scarcity of actuaries in Malaysia has 
provided little o portunity for them to become 
involved in eitRer general insurance or the 
finance sector. There are a few associate 
members of the Actuarial Society employed in 
fund management. 

8. Miscellaneous 
The growth of the actuarial profession has been 
slow and the Government has ex ressed 
concern about the small supply of local 
actuaries. Proposals have been considered to 
institute local actuarial qualifications but these 
are not likely to be carried out in the near 
future. 
The major business for consulting actuaries 
continues to be in connection with retirement 

although immediate rospects for 
f J x d  schemes are obscure1 by serious 
suggestions that the statutory em loyer 
contribution rate to the EPF shoufd be 
increased from 11 percent of salaries to 17 
percent of salaries. 


