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 POLICIES AND PRAZIICS OF STLICTRD
© TIRASCE CUWAKDNT IM  MALATA

In th’s Chapter, tvo finznce comsardies, ono mpecdalising in
industrisl finzncing and the other in hiuse financing will bhe taken
&s exa-;upl@sffgr*emmm;iioa; S [T Y S

'WALAYCIAN  INPUSTRTAL BAVEIOTRSNT FINANCE LTD.
. =AcCase Study - |
B ?b&eg@;m was chosen becuuss of sévé:aireéﬁsmt o

©4) It is tro nost specialized And biest finance B
- company dealins in industrisl rinencing.

$4) Its mctivitisn are varied, thus financing
solhods are broacer in 5uopd. ~ :

141) Iy tas contributed much to the industrislisation
. prosrumve of llalaya.

Lea

© Malnvatan Indusiyial bevelorxont idnance Ltde {d.Y .*D.:“.L,)
was got U, it Lo priviry ougective of fliuneing private inf.iu‘s‘triul
devalopwent in ialaym. In essence, it is a sort of development bank
provisdpg deng=turs cipiinl to induatrisl wenlures.

'3 i;ﬁif.ted ob‘joétiw of B.l.0eVele 19 to provide industrial
knowledge and &dvics to privats induotrialisis. .uch facilities are
lacting ip Malaya, and ilele DeFelie helps to fulfill the gap.

, Aleo } I DeFsls has the objectivea of savings on forelgn-
azczumwo.‘ih"c;oa;;i;i ;3;01“3 saxainn, more utiliration of dozestic
rnw naterials, and such factors related to an Vxncmaeod;m‘te of
industrialieation. . .

- ?inauy, x;l.’m?.t‘.; hopes to correct the *{mbalanced’ nature
of our econony by increasing the paoe of intustrializatica.

L o are tied vor 1y to sto objectiven.
| 4.1.0.F.L'8 jolicies are tied very close] it
Loy nre formilated with the view of helpuing irtusirialists on 8 loas

i ‘ C e e g bime enouerdng that thodr dnvestainto are
Lorn vasia walie ot bho G Lisa ¢os s oM =




g projeots are eaonnmioallg aeuaa.

“}fffgaﬁﬂd and prﬁfitablc to ihﬁ ounera. ?hﬁ yalioiea arut‘ |

5 ﬁaxisna &eatributiea te thn inﬁustriai
E .. 1ts private gector, while at tho san@ time easure that the saaisted

o !o iaarosse %he lsvoi of eaployment wheth@r skilled. sesi exrr

B 11103 lebour, in the country.

M.1.D.7.L. also has the polioy of ettracti e
ng forel rivate, -
corital which has inherent qnnlitiea of axperi&nce, uanagsasn%aéﬁd N
tuchnical qualitiea. Perecvar, toraign vertures arc relatively aere
'\Lmux'eaouo' and ﬂliing tc aece;.t gmate:- tigkg

Aaetbgr pglicy et H;IGD*?QL 1s te ‘evea’ éa% the '

* & ?sﬂh Qf
industrialication in Rnlﬁya an that the bensficial spreed effaots could
Lo nore equitably spread th hout the nation. H.I.D.?.L. is prﬁpeaiﬂﬁ
to begin,cp@ratiene 1a Sahah aad Sarauak seon.r"

Govlopment of Halegs

In its aﬁ%eﬂﬁta to prﬂaate iadnsﬁrialization 1n tue ocunt:y, R
N.I.D.F.L, follows the policy of granting of losns liberclly to all SRR

ilose projects which could prove themselves to be economically sound
pnd beneficial ta tha esuatry. ,

H.I D.?.L. uas set up in 1960. on tha reconmendatioﬁ of a
“srld Bank Hission hhiCh invagtipated into the financial and econdmic
conditions 4n Halaya, duzing 1354, That lidsaion sugsested the settiug
x“ of an industrial credit enrparation similnr to tbnso 1n opexation o
n other parta of the uorld. e |

It wes pornorad by the Foderatxon Gaverqmant 1o ccaucrcial
bunrs, the Colonial Jevalopmant Corporation, tic LO&EO“b‘alth Developzent
yinonco Conpeay btds, inaurance intorouts in tglz~n, ns woll as many |
;rzz';a investors both in Kalaya avd overscas.” Urlgirally, local interests
1214 only ona-sixth of the subsoribed capitol of <15 million ﬁalagan

dz1lars xhile the raét ras subaaribed overscas.

Yhe capital was 1ncreased to $17.5 million dollara, when the
Central Bank of Eah,ya aontrlbuted ita share

In 1953. tne World Bank and ite affilinte, the International |
Finance Corporation (I.P.C.) invested im i.I.Durl. The World Bank
lent $U.C. 8 million while the Ie¥eCe subscribted an equivalent of
$U.S. 833,000 in nevly iasued ghares. Furthcrmore, H.1.D.F.L. vas able
to receive froa tha karld Bank, an interaat»free loan of «57 5 uillisn :

aharehnlders inoluda rinan31&1 1natitutionn 1n
1Pr0acnt( Iﬁdia, Japan. Thailand, . K., V.S., ang




yennyable 0763.SO;yaafaéggfhgjgbard of T L ‘ o

r:floct 119 new pattem of ovmersidp,and 1y omenne s oLz to
Liendod, f??'itytaoPsratgkin‘the'Bﬁfnean‘StateﬁiWhrcuvhtgérsa:e' ures
v.1-D.F.L. '@ eubsoribed capital was reised furthor foso 517.5 midlion
to +25 million*ggf?high 6q£ “a3'P‘id upe The I.P.C, ag mén%iereé‘taak
up 2.5 ﬁ13119?‘ggrt§ (1’95;255099f5ha238),vhile tho rest was teken u

ty domestic 1nvestors and oversess subsoribers. O o

In al1, 1P9w1$&Qd1Rt6,fianncial—zesauréeé,ﬁvailabla to M.I.D.F, L,

ic $62 million and vould rise to 562 million aftor the o rument has
fully rclonsed ita 137.5 million loan. . o0 oovorument has

loctlly, including :2,5 million esch by the Govermen 'z Nesara.
s5lugnn Ditererts conbined with LP.C., w1l notd meny oon oL Necara.
tetel share capital. The Governzent, Bank Iccara mnd I.F.C. have
iniiested that they would sell off their charus to private investors

ia kaleya as rapldly as is coneistent with good marketing practices.

AL Ffﬁﬁﬁat,}néér13,3azféf,the pgas¢nt ghgra‘e§pi£él 1é held |

From Diagraa I, the amount of loans and investments aprroved
roge continuously from more then §2 million in 1961 to over 240 million
in 14965, The amount disbursed rose from over §2 million to about £30
sillion over the sams period. , -

Teginning operations in 1900, loans totalling $2.154 nillien
vere anproved tor,a‘matchimanufacturing'co:pany, & pawaill and plastie
renufacturdng.  In 1965, the rubber goods industry slone takes up ,
a@grOximateiy‘3748,ni1110ﬂ2_,fhe*rest/or tiie industries financed as at

10 totalled 827 nillion.®

fndo of MU LDy 1, a it rromgtes Induotrdsld-ntion

Ite main role in the Malayan economy is to £ill the institutional
yren in the;rupﬁly.of,funds for emall ard nedium-sizod dndustries 03 well
ce bly indostrles, through the provision of losn;-term finance. This
type of finance, is not obtaminable from ccmmercicl tanks and other
traditional forms of fimancizl institution which lend only on shorte-term.
.1.D.F.L. assists those industries which lack funds,experience,
ssnagerinl and teochnical ‘kmow-hovw'!, M.I.0.F.L. belisves that if these
irdustrics are mssisted timely, they will contributo to the econonia

crouth of the oountry.

R s i tion
Through its role in the creation, expancion and moderniza
of manufacturing $ndustries in Kalays, H.I.D.7e e docs nol finauce the
vining, rudbber or fishing industries. Its role is restricted only to
tunufacturing industries as it believes thati~
el NSRS e e industries
- Thesa relatively Q;de:uostablished 1&“ ‘
- ;hgiggggf;igieggggapitg;afunda~and;reaervaa and
~ capable of standing by theaselves.
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‘anhe 1nvastlng publio is well‘gwaée
‘ -
- exipt ing opgo:tunitiea in rubber nnzftigfuining

"“-»?harﬁ are cre —tninatitution b
aasisting theae indnstrise. ! a;# eoap@r&tives S
To undemtaaa nore fully tho role whi T lags
ch Helon :
in 1niuatrializetien, 1t s proposed Lo éiscuss the v&riuizhz piai:
which it heipe to pronote 1ndustr1alization. Th@g ares i

,&) ;e\;  ' '“h?}Iftég"-»m t ahggg 3 d
~ lends up to 503 of the tatalngstng i::d? i ; h'I D 'Lff
fhuilding and aaehiarry for = period of five to |
fifteon years. -Security of tle lcan talces the
~ form of & firot aortrase debenture charge on 811
-or some of the coapany's firnd asseta. A% times
4% will al=o senuide{ loans for initial or the
- ezpansion ef’aarkizg Hovever, fluctuating or
~ seasonal capital rcquiramfnts are not entere
tained, as these oan be more euitably met by
;bank aeeaasdatian. . S

b) purchage ?igg_ﬂcig_g_ o{ aghi_m
. lp”gg&zfg&m_Lgui& In this scteuve, the
prQSgective industrialist ;aye only a minimum
B of 25 ,b Qf tho COIQFQ ;‘I’ice of tha ﬂﬁaﬂto The
rest of the payment would be paid by M.I.D.F,L,
This is akin to tle method of hire purchace
.0f cars as discuseed ‘earlier, i.e. the irdustrialist
~hires tke anset from K.I.D.F.L, and continues
__paying the 1nata1ments or 'rents’ until after
- the last payment when he becomes the lecal
~owner. The usual period allowcd for renayment
- is thirty-six months, as deorcclatlon rntes
- for fixad asoets arc consldered vory higch.
It s a common practice that only assets costing
at leaat $50,0C0 will be financed throush this

“ ach§ue.

c) Fﬁctggz’rc;tﬁake Finaneing. Under this
: achems, HoloDeFole finarces to a maxioum of
807 of the cost of land and factory buildings.
. The industrialist has to plel;e the land end
 the factory building as mortsage security
.for the loan sdvanced. M.I1.D.F.Le advances the
- loan by progress rayments in accordance with the
stage of construction of the factory tuildings.
‘]:Eepaymeat pariode can be arranged from five to
;‘tan yeaxs or. a?en fiftean years 1n apecial easea.

. The oxact terus of the loan will depend
“.on factors like suitability of the factory=
deaign, quaiity of construﬂtionmmaterials as

Wl ey St A e AR ol g s Al ae et oy il o g e P



veu as ths mﬁ.ty ﬂf mtmeticm werk. Fer thia

togons MeloD.FLe advises prospective tsduntetirsta

. te. fanw-th!aaths“setfiﬁ "Standard
: : "Standard
: _plaaa“ approved by M.1.D,r.L, Bettor terms of loans
_m ahtaiaahle, 3.:" tha aat ats.ndms are follwod. |

Fgetary

~j:h‘5 to appsevn af thg laas aaé -

> 4%, It gerds an expert to mpacu -

the land axzd to oonfim t!mt
ela&ss

L

,u) ﬁnl. e i.‘&s haa t@ approva of the faete ..::‘
; deam If 4t follows the standardn set. byry e
\'H I.B.?.Iu, famble iema m aveilable., .

o L_:.u) ?he ﬁmcm atandiug and mdit-ummae
1 77 'af tha Mﬁstr&aliet m mxt assaasad. -

1v) Betem ‘the loan is Alsbursod, H.I.B‘F.&. e

; S.nsista on an. aésquata insuranco covexm
o a@ﬁmt fim. stam a:- fleod. B

e ﬁ [ tha firat three fcms of f‘in&naial
assiatmee, the loans are repayable by mcans of

‘ poriodical instalments of principal plue interest
on gwonthly, quarterly, aani-e.nnuauy or annually
'mia; depending on tLo agreemcnt renched. The

- exact amount payable per instelment would depend on

~how muoh tre ccm::any will be abla to oarn :Ln the

. f\s\tma S ‘

S The rste of iatcre't s sbout ‘hm to s%,’» par
K .~year, caloulated on a Yearly outsiesnding talance
basis. The exact rate charged individually d.apeuds
on fscters like:-»k |

1) Cost of money in the market
11) Yhe security offered
445) whether H.I.D.F.L. can convert loan into aquit.y—
- {nterests when ithe company's carrninge ave high.
' ;hr)‘ The original rate would be lower if a contingent

~rate is charged, when returns to share-capital of

th@ compmay ueee&s &8 @ertain pareentage.

d) enture, Preforence and Pguity-chare Particiretion Lior
K, I‘D:}%L. m eup nly the capital meeded by taking up
debenture issues, prefersnce or ordinary share oapital

of now or exwmg industries. The em‘ity-ahms held by
it vould be later sold in the market « back 10 existing )
share-holders on a pre-arranged scheme, es it is sot the
policy of K.I.D.F.L. to shars in ‘the managerent of the

‘ i::duat r

re a 'vast an:ount of. su‘bscription is . s




. :H"VK.I.D.?;L. Ntm 915 I’i ’ “
| ght ie & 'oint
e qsractar to the aanaelns board, but thiep;s

1 \,tigﬂdo : ?hia 13 hae&uaa, ﬁ.l 31‘?4,!”

k‘~‘~believea in assisting industriss to aoquire
- the necessary mssets and laaving the managonent

"'taapcct to tha asnera.

- 8 non~financial asgigtance througi whieh M.T, B,?¢Le :
“helpe to promote induatrialxzatinn. Prospoctive -

- elienta before exbarking on any 1rojeats can

. ,abtain expert adviua on capital ncads, effoctive.

- eapital-structure end ths ‘Bost eeononibsl means

' ‘ef r&is&ag thas fsoa R.I DeF.L,y :

; 5 ‘ 'é 8. M. I-D. .L. vlﬂo aota as an

» jiaauiagwhauea for'new capital flotations or for

- exieting concerna. It also undextikea to under-
' writa tssues sf shaxes,,; \ BRI ~

S Tyrn ,?—~';Teetg.:— Thﬁae are ready-mada nlana |
7];£br the coaplete ostablishment of ruitable production
units. The plane include detaile on eapital-cost,

ff'FiﬂEi~18¥0ut, equizzent and labour requiremonts =

“k;ali essential faeﬁora to ccnaider bcrore an entsr-
prise can be set up.; |

h) Qg 19 g_gg_.__{g,,g__ inmcig, of Iggustria Eut >
“ﬁalaysian Industrial Lutates Lid., i8.T.5.L.J a ,
~'Bubsidiary of MeleDeTuLe vas forscd in 1054, Its

. ohjective is to assist piddluesiced end sanll
~dndustrics to acyuire ruitslls plots of laud, as

o woll as ascisting then to acyuire fsctery tudldings

5 f?proauc*Lon ce‘ta.,«

‘snd opersting v;rie¢s schencs to 1&”&32% their

Ctﬁsr fueilitius ﬁfﬁered arel

- Palping vqxioua State GQVerumcnta in ap*ortioning
their incustirial eatatcs into suitatle plots Tor the
 establishment of industries. It sloo givos edvice
“on the ecousnieal layout and developmuat of banio ,

facilities on the eataten.k_
-   Br@aﬁ H. .D.? L. offors thrve forma of
'r‘servieas ii?ita rele ef premoting 1nduetxialization ;

(x

Thia encompass varioua

i Aagggtanee to Tnduﬂtgg 8.
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entrepmmurs on mqueat.f T
T 6 ' Amportant anpects of BEE
;;_n;_aanaa&ment. vhich are lackin in Kalaya.
Mstim on . ﬁh@ie& Gf machiagry’ 1&30ut S
.. of factory, work-flows etc. ars important
| tha eonsiéer ‘before operctions can ‘begin,

o) g alt  This fncludes the
- various. unys ard weans by vhich KDL,
.. bringa %8s workinss to the knouledro of

~ potentdal industrialists, It ocy this by

“¢lving talks, publiohing i4g ‘reporte,

l: ;;§1atri§ating panphleta and civing presa‘
&t&t@ggﬁtﬁi o

o SERXCh i' This i not eaxriad nut
EINE te a greet extont becausas

*é*?v Ita pxdsary ebjeetiva liaa outside ,
.~ %bis soope.
= Leck of trained poracnnal. S
»1;jj}j-'Tha Industrial Development D&viaion
S “{of the Ministry of Comnorce and Industryg
“undertakes inéustrial raeearch on a
nazional level. '

1 The rocent rasearch on the peper and
-,/?wuod-pulp induatry is underatood to be the
‘ jftiryt real rvsearch undertaken by B.1.D.F.L.

Ita banie nolicy is to finuiice dOvelo»;unt of private industries
vhick would enntributa 4o the evrtoric srowih of Halwya., Within this
solicy frameworik,. entrepr@neuxs seaking loans for ?r@iﬁuta have to satisfy,_
theses requiramvnts.'~~*” : ,

1) . The pmjwt gust be comsercially viable.
- The products must'sell’ and the eampany auat
,bc able to en:n returns.

u) A.amnistmm and technical mamgoaént
must be available te conduct the business

‘,'foiciently.

- te to
. 341) The repases projeat suat ecntribu
‘fthe)inéasgria} grouth of the country, in tcrms

= export-earnings, savings, on foreign
‘ :i;haifa and the péssiblo 'spraad—effeots' of

;mdustrialiatiem. el |
f ”*.nuggjcrgaga ﬁora enplqyment oppertunitiea.




Eagnrding the aotual tinanclng of loana, H.X.D.P.L. finaaees~,
a prejeet ealx up te the 9aié~up capitel of the coapany¢ ' -

fhe procedure iavulvaa & series ot atavee, which will ba
discuseed belows

1) M Ttarc, The potontial 1ndustrinliat
- seeking finansisl assietanae neets the etaff in ' :
- the Uperations Seotion whore an informal discussion
of the loan is held. This informal mecting will
- ;caahle this applicant to explain his plans, the
amount of loan and the details of the project
he has in mind s In turn, H.I.D.F.L. vould advise
- him on the scope of its operntions, the amount
of loan availsblo and the various conditions %o
be fulfilled. Is will thon complote an aﬂplieatiea
,fasa to ba subsittad for appraisal.

44) _The Apvraisal Stnge. A working ;m'ty
assisting of &n engineer, econcuiot and {inancial
snslyst carry out an intsncive study of the '

- feasibility of the project. It is aprraisal in
terms of its oontribution to the economy, ite
potentisl eornings, and its technical feausidvility.

- Om the findinga, N.I.D.F.L. 48 &ble lo Judge

the 'soundness' of the project as well as to

formnulate its conditions on the actual firaucing
- 9f the loan. ‘

\ The fxnelnus ars coupileld into the Ap praisal
Report to be subuitted to tlio CGiorations lanager.
 The Report brings oul the Lishlights of the study
. and stressing the pros and cuns of the technical,
ecanoaic and finenocial aspects of the project,

i11) Staff-level neeiing otoge, Agcuning that
the Uperation .smagur apiroves of the Report,
{t is sudbmitted to & detail scrutinisation by
the $taff Loans Appraisal Coririttce. This
. gom.ittee includcs ilio General Nanagor, Seoretary-
Accountant, Financial Aralyst, engineers,
ooonoaiata and various heads of departments.

'iv) Mﬁﬁim The Report with any
_yecommendations will be gent to the Directors for

| V fthair approval. fShon the loan Agreemont has to
be drawa up by #.l. D.F.L's solicitors and sent
,;te the aypliaent fer his inanection and approval.k

;T;‘v gighﬁggggpng qggdggp ;a-ﬁ The applicant
» 13 reQueetea 1o atate in this schedule, the various
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‘points of time when he wishes that funds be available.
~HeledeFely paye out ihe loen in accordance with the

— §tgge;ef,p:agreaa of the project.

- ¥i)  Pollow-up Operation. Cften a newly established
industry noets with difticultiss it cennot golve
~Atself. KJI.D.F.L. has a Loan Follow-up Operation
Committoe which would analyse the problems and
suggest any corrective actien. |

égﬁz.gxﬁﬁléﬂi‘;il 4 by 1.

These ean(bé-bﬁaédly categorised into external and intornal

probleas,

1) Pxternal Probless. There is poor financial
control and a lack of aystematic accounting

- procedurc in meny firms. These have adversely
affected H.I.D.P.L'c attenpis to amalyse their

~ ‘problems and to asaess their position as regards

© " their application for financial or non-financial

. essigtance. This problem hes slowed down M.I.D.F.L's

o pace of oreration. - e

-+ - There is a reluctance amongst applicanta to
- divulge full details of their plans. This agein
slows down appraisal and disburscuent of loaans.
-1t may even result in rejection of application.

e fForéagn-competition nay prove too foraidable
- - for new induotriss. Ii has discouvraged investora
~ from moving into now industries. FRegsrding the
- granting of Pioneer Irdustry Certificetes, it is
deemed to talke too long a time. %hia has rvsulted
. 4in @& slouing of H.1D.F.L'6 opexations as well as
" a 'narroving' effect on its scope of aotivities.

rens. | These centre around the
qualified and oxperienced staff,

11) Inte:
lack of a suitably

r

especially for research purposes. This has
hindered research into product possibilities, and
industry opportunities for the future.

 Large scale investment in Kalaya has been sasociated for
decades in investment in Commercial Asenoy-bouses dealing nainly in
import and export business. Trading by far accounts for the major
portion of all business investmwent. The remainder is channelled into

estate-cultivation, rubber, mining, professional business operatiouns

and building construction. This trend was due to the fact that private
individuals preferred investing their money vhere capital turnover is
ropid and returmvrevarding. Hence, industrial-ventures find it extremely



o i o

difficult o attract theme domestio fﬂﬂdﬂ'éﬂ‘these finds would have
to bartied,gpiforalongsperieda‘ané any returns are yeliable only after
& pericd of years. RS PR o R R

Today, sconomic déveiepmaat héa besn intery
: : men ; yreted to mean
"economic indusirializatioa® in many developing countries like oura.
Perhaps, it is unwize to think that by only industrinlization ve can
pull ourselves out of the ruts butl we mupt rememlter that it is perhaps

the only altarn&tl?e left. vasx-depasd%aee‘en—rubhar,'tiﬂ and & fovw

other primary resources are much £00 subjected to fluctuating demands
reflected in the uvnstable nature of world=-prices. By industrislization,
oproxtunitien exict for reaping Eishar roeturns. Produetivity is kigher,
(vy the vuryVnatura pf‘thakprocassf-th&n developing prizary-resources.

- -One of the most talked about and suitable forms of industrisli-
gation §s3 the processing of our rav materials rather than selling thea
abroad and paying for them at a higher price in the form of sophiuticated
1mports.ikrherefcra;‘from'ﬁiagram 2, wo notve that ‘rudbber' indusixy
financed was §7.8 million the largest amount ampong the whole lot, The
country is then able to save on foreirn exchange, able o croate ¢Dploy-
ment and & host of other inter-related advantages to be secured., In
short, value can be added to goode, that far outweizhs the cost of raw
material itself, and most important the value is bdeinsg retained in the

country in the form of employment, wages, profits and technical expexience.

Howaver, in tho process of industrializotion formideble protleas
such as lack of funds, inexperience, jgnorance, prejndice and other
subjective difficultica. To tids end, M.I.D.TuL. stricily a "developnent
institution™ has been formed to correct tieir problems by mobilising all
domcstic and foreipn funds and effectively and eoonomically usirny them
by providing mediun end long-torm loans, giving expert technical and
managerial advice = in all, to help in the industrialization growth of
this counbrye : ' | '

-~ The Governzent oesn only encouraz-e, exhort, and help on |
individual to give his ideas, real exiostence, as it is not poasible to
force hinm to invest in an industry, he does not want to. Thus, wiile
Governzent planrers wust necessarily concoive and project in teozus of
nationsl stratery and coaprehencive policy, the plans of individunl
busineasmon have to be worked out in the form of individual projectis,
To finance individual projects, it requiros careful scrutiny of information
supplied, giving advice to improve its viability, a close-watch on the
growth to enoure tinely complotion and efficient-working of 1t. If
planning is advisable at national-level it is indis;ensatle at project
level. The role of M.I.D.,F.L. is to ensure euch planning at projeci-
level, . . RLAp , 7



© MALAYA BORNEO BUILDING SOCIETY LD
| = A Cese Study

', ‘Th&ajhpﬁaa'fiaaneewéémhany wag chosen as the case etﬁégrot'«r
finance companies Qealing'in house finuncing because of several reasonst
i) It 48 the most specialised and largest of house
financing companies in Malaya. : ' '

,,111)' It h§s a r¢1utive13 ldﬁgaf;history'thahtmosé o
- other house finance companies. Thus more information
~on ite policies and practices are available. o

~ The objestives of Malaya Borneo Building Socleiy (r.D.B.8.)
is to promoie thrifi and hono-ownership in i1laya. I{ achievcas these
joint objectivea by helping ivdlviduals to finance purchase of Lew
houses whilet providing facilities vhersby ihe public can save throuph
deposit schemes. o E -

’ .B 8

%.3.5.9. fullows a rolioy of bulng moro favcurable in its terns
of lsnding for smallor and less expensive houses than for t‘he . "expensive
tyses. Ajare Lfrom hLoing a socdnl comaid.ralion, by encouraiing nere
people to own housssi H.3.B.5. deeas thal expensive houscs ure leas

gtable in doamand, in the market if they have to be rusold in cases of defaulte

~Another policy wiich it adhercs to is thal it finances only
those hcouses Lullf wader housiug=-sohases vwalch ase epproved by HeB.Bele
T proctice, NLBLEB.S. at tives al2o a-ross to Tinance privatoly tuilt

hounos on the eonditlons that ".si.i.d. must approve of ‘e plun, super-
vise,taa'ccnstruetio:‘and;othcr considerationss - :

"In Yalaya, the'huiidizg—eociety novemcnt caune firat to Singapore
{n 1937, with the formaticn of the Building Society cf Haloya (B.5.H.)
as & subgidiary of Overseas-Chinese Banking Corporation.

: By far, the larceat society in operation today is ¥.3.8.8.
with an issued shaore cupital of {39.71 millicn and mortgase aceets of

over $113 million outstanding.

*—M.B;B;Salwas originally sponsored in 1550 by the Conuonwealth
Developrint Corporation (C.B‘C.) . 4hich subscribed 22:3 nillion of ,
carital’ with the objective of promoting home—ovnerehip in this country.
This way because of the acute shortage of houses in Halays (and Singapore
after the Pacific war. Scon vith the repid rise in its activitles, the
cun was lnadequate. Lance in 1951, the isgued share carital rose to
$775 million - more than thres timos just after a year. This figure

,.;35'-—
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has been gradually rieing until the 1965 figuve of $39.7 millton.t

. 1a 1954, the Helayan GCovernment became a shaveholder when i%
subscribed $10 million ia ordinary shares. &c: ?@%ﬁ?ﬁ?ﬁ“iﬁiﬁ W .
peen that the rats of dncresce in issued capital is highor between 1950
and 1958 then from 1553 $111 the prescnt time. This is bocause, from
about 1957 till the preseut date, M.B.B.3, incurred heavy long-term
li:bilt:{ by :ay of 1:c§::§ss in long-tern loans. In other words, &s
alternative sources of 8 were made avai ‘ of e -
capital tends/to erse off. e ‘ml"&“’mﬁt e C‘,““’f’—,

S In 1963, M.B,B.S. felt that there should bé~§b£¢‘iocai pérti-, jf"

oipation in ito equity=-interusts. Therefore, C.D.C. offered {15 million
of its $15.5 millicn worth of chares to the public., That imsue was

almost 30 times overrubsoribed - en indication of the investment potential

of the public. The Governmont however, has not chown any indicction

of disponing its $15 million sharee ({10 million ordinary and $5 nillion
preference shares). Thie oituation does not offer any explanation;
perhaps it is valting for & mors 'favourable market'. S

o At prosent, the major ﬁharagoléera are mainly instifutionsl?
bodies and of non-speculative nature. ~ DU

With regards to tho volume of business done, in terss of the
amount of outetarding mortseye sasets hold; it rose froa only &2 million
(1950) to £113.7 million in 1965. In terms of the nunber of sctive
mortiace accounto, it was 114 in 1950 and increased to more than 16,000
at the end of 1§65. Over these years, N.B.B.S. hss assisted some
24,500 familice to own their homes, by lending and some $250 million,.

The period savw the iargest single relezse in 1957, (the year of political
independence) of usarly §30 million. | |

Role ggiﬂ;E;E.S. and b

 JfK;B.B;S,‘é fcle in the cconomy is to help femilles to ovn their

ovﬁ”hcuncs; I4 carries cut its roley by financing a portion of the
cost of the house and allouwing the house=owner to repay the loan over &
period of years. o :

Its complementary objeciive is to promote thrift amongst the
people, by operating depost-schemes, for the purposes of either emcoura-
ging people to save for the sake of 'saving' or to save with the
intention of buying their own houses. (spocial privileges are given to

houpe-buyers vho are depositors as well). |

: ‘5The«two main aharehéldérs are: Pederation Government and
€.D.C. and the two principal lenders are: Euployees Provident Fund
and Hongkong apifﬁhanghai Bank1n5f00rporattcn. | ;
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Tear |

| Current
| Liavility

' ﬁortgage

Asgsetes
Outatanding

‘ 3@. of Activa

!ertgasﬂ
Aagount; '

1950 f:,y»v
1951 |

1952

1955 |
1954

1955

1956

1957
1958
1959

1960
B 13 U R

1962

1963 |
1964
1965

0,35

'];° 06T
| oes
0,99
175

1.99
5,76
3,75

4,78
;;3.‘8

3.76
3.66‘

' -7;wﬁ;Gif;i: 

e
12,67

16,54 i
22,70

533
74.74
85.10

| 86.19
| 85.46
85,02
£9.14
94,77
102,65

1&99

113.65f, o

L

O
T
L6
,'1;975

1 39578

5,710
8,509

9,668
10,754
11,309

| e

12,520
13,523
14,766
16,056

" Total

| - 3.8

. TN . e R

113, 65 N E

16,056

© Bourcer M.B.B.S. Reports 1964 & 1965



To understand nore fully t ¢ role uhich N B.R, S,
«B.R, playa in B
prrmoting home-ownerahip and thrift, it is bost to disgus ; the various
services which H.B.B.S. offers to the sublic. These can be classifted

‘into (a) Hauaing Lodn Services, (v De sit
‘Services, (d) Other activ1t1e3:,~ ) PO “°r71b35o (o) Technical

a) Y, “ggn *ggx;g&g This doals with loan-',
applicants of those contemplating ‘buying houses ia uf

h@using«estatas approved by H B.B.S. or thas& building
~their o haaaoa. — S

1) roccedng —,«nﬁ_g‘_,,;gm ' The applicaut |
. bas tc aelect his house from & housing-cotate :

. approved by K.B.B.S. MNext, he coispletes =

~am application fors and aands it together
: - with the fees for lcan-procesaing and

o proper%y-evalaation, :

o zﬁg qggggg Moh an applieant :

- 4‘b@rraw ¥i11 dopend on tho purchase price of
~ the property, its valuation by H.B.B.S.
@3 well as the financial status of the

o appiicant. Briofly the achedule 19: ;

0 N Ob_tmm

‘,ta.ocoknnd‘below : ,‘e G0 or‘édluation or cost
‘ ‘,‘ ST whichever ias lover.
38,001 212,000 - 005 of valuation or cost
. i : ‘ ‘,~whichever ia lowar.

‘ szz.aoofana~b¢1oi[j ' = $B0% of valuation or cost
e s whdehever do lower (iu
A | - Singapore) |
$12,001 - £20,000 ~ 75% of valustion ar cost

- whichever is lower.

Abav§7£2o;ooo e 66 2/3% of valuation or
o | cost whichever is lower.

; %ha aaximus amnunt of loan which M.B. B S. :
vill lsnd at is 830.000. ,,‘ ‘ ‘

?hie achems ehows that a higher percentage
" of loan is given to less expensive ihan
“expensive units. This practice is in keeping
“with H.B.B.5."s policy of encourazing more
r'*ef the working clasa peopla in halaya to ,
";fcwn hamea.th» ; SR U



't,;J',n ere gs ehargaé ﬁa all loans
B  per annum calculated on an annual rest
;,;  Abasié., In other words, the rate is calculated
“on the balance of the loan outstending as at
‘J1st December of the previous year. This ‘
48 oimilar to M.I.D.F.L's caloulation of
intorest charges but in contrast to that
of hire purchase finance comsanies.  In thie
- method, the ebeoclute amount of interests
 peid decreases as the balsnce outstanding
,; ;3;'15 reducod rogularly. In the Hortgage
~ Dead or Nemorandum of Charpe, a provicion
o ds rade whereby an inorease zor decroase)
~ =~ 4n the raling rate, can be applied, only after
. ‘a-three-month notica has been served to
~ 7 the borrower.  If the borrover objects ta
‘ the 1nerease. he ean redosn ths 1aan.

1 ;£Qfees§%c£itho:£onses.~
e mmuma.?w
SRR ss,eoo and below

“5. 8,001 - $12,000
Above & 12,000

e Paymsnte are spraaﬁ out nonthly and
. ‘4nclude payment of capital plus intorest.
. In the early siages of the loan repayment
©  period, & substential portion of the
- pay=ent eonstitutes thie intorest element.
© . But as the can 4tal oum is rvduced subse~
- quently, a gregtev portion of the remtal
‘,‘payment goes towards: reduction of eapital.

It e prcvidc& in the agreement; that

a borrover can pay more than the agreed sum

per inatalment, provided he gives H.B.B.S.}
‘s prior notice of three months. In such
" cases, an interest rebate will be credited
" to the borrower's aocount on the amount
"~ he has paid as & ecapital reduction.
- Mternatively, he could retirs the out-
- gtanding loan by giving a three ﬂnnth‘
7“‘nntiea to H.B.B 8.;

‘y~;7°“‘  of the applioatinn of the
" " loan is undertakﬁn by X.B.B.S.'s surveyor
" who submits an Inspection and Valuation
" Report oo ‘the seourity offered (.0, the
home and the land) as well as an assessment
56: the borrouer s capaoity. After approval,

| sdp - 3? -




";,“t Gartifioata uf F&tnasa for Gocupstioa is

desued to the borrover and the loan is granted. ,f x~_r>:

. In the oase of @ home still under construotion
{480 mot?in an ‘approved’ housing-esatata),
loana are released hy instalments, in accordsace

- wth the prog:eaa in ﬁork, as eer&izaad,by M.B‘Bgs’s
- mﬂ!‘a e

11) Eggio_gql;ﬁgroagaidar&tieae in_ g%aﬁtigg
s bousing-loah, As already montioned,
;!¢B.£.5. follows the polioy of only rinanaing

' houwses built in housing-estatoes approvsd b
4%, This is ‘beoause, M.B.B.S. w: 'uld sunervise -

7 the ‘conatrustion of the units and are ocnfideat

: . of the quali%y of the houses., This do {mpore ;
tant because, the hnuaoa sculd fora the easurity
: e!’thi laansa i s |

,, ﬂaaerally, H.B;B;S. prefer)te finanoa. houses
i,built within the Town Council or Huniolpal aress.

'::?hia 18 to ensure that ﬁrainaca, sovernse and

,tranaport faeilities are arailabla.;

B‘r@m grmtiug 8 108.!1, Konaﬂo 3¢ 121(&!21“3

‘~into the financial standing of the borrover.

The applicanta' inocome after dsducing foresecabdle

‘expenses should be suffioient to aover iis

monthly 1nstalmﬂnta. As a poliocy-measure, H.B.B.S3.

oonsiders a good oredit-rick as one in vhioh the
monthly ifoome is fbur timesg the agraed montbly

.Nﬂt&lﬁ& o ,

~ An a polioy mbcdure, N.B.B.S. w111 not lend
'to a applicant if his age plua the periocd of
repayment of tle loan (in years) excc:dx sizty.

yf;Therafore, a fifty year old man apilylng for

| ‘& fiftecn year loan, MeBeB.S. would invist
on & susrantor for the 1oan.

!oB.BeS; has a staniing agreement with Great
Eastern Life Assurance Cos Ltds, whercby a
housing loan san be insured for automatlo
rapayaent in the evcnt of death. This is by
-~ means cf & sirgle premium Hortgage Leducing
 Polioy, vheredy a borrower oazn ensure that if

he dies before he ‘could retire the loan, the
. 'snsurance company vill sottle the loan for
' h1n, thus ensuring hia fauily of their own

Aa a paliey-asasure, !&B.B,s. 1nsiata that
"‘;~suoh e polioy must be taken up by aged
~ borrowerss - Thia ansuras fnll paynent




v s

“‘{,ar Iwm ts ‘the aooiety as wau as ensuring

that ths home 3111 la all belong ¢
,;dsceéheﬂ faﬁily Lo E y{ aag 2 t&e

G A t&ra~policy nnat be taken,up by "k
,gths ‘borrower, ¥.B.B.S, can ray for it
first, by charging tie annual pr@ﬁia
%o the mort 'ugad aecounts.

Deposit-Cohenan Servica, This deals aainly vith
the irvxstinb rublic, .o vich to open Fixed Bepeait
Aaceunts. or Fized Tom Savincs Accounts, The main
teatures of theae tmc aahemes are dievuaaed heles:

o a‘ 1f3es;t Agggggg‘ " The nintaon -
- anount: reqairad to Og@ﬁ an account do
-$500 and tho maxizum is £100 000, The o

| ;V'_fjintarast rates paaabls are.-“

,r gnnum: Vithdraeable at 6 ﬂnnth‘s notice.
5 7 per annum: Fizxed period of 12-35 montha.
% S 8 Fized Period of 3~ 5 years.

= 1 ,§“?/3ﬁ,per "y Fizod period of 5-10 yeers.

“: " 3 Fixed period of over 10 yaars.
~1Soae conditiona under this scheme are

- L dopoaitor 13 naly entitled $0 moke
Ll en, "ordinary withdrrnwal® once a year
- at =2 maxinmun of ¢1,020 per year.
"Tuis would mean & ferieiture of 1
- per anrun interest¢ rate, to be calcu-
lated on the smount withdrawn froo
- the date the depoait ves reaeived. ,

{f‘ﬂ,xpa ‘Pp;-: aﬁnrs Ao ov"t'. | ‘Uzider

PEVE St

this cilcus, a cepoﬂitor nlac“a a fixed

" gum with M.B.B.S, each month, over a

~ period of vsars. %he total amount is
_'withdrawabla only at the end of the agreed

AR ?he ncheme for the fixed eum payablo‘
| f;regularly. for a period not 1933 than
L ”three yeara 13:-’ :

o A pinimum of $30 per month ~ 4% interest p.a.
= A sinigun of sz,ooo per neath - 4% interest p.a.

;5’ "xib’**~es where 8 depoaiter eannat natah
. the rerulerily of peyments monthly, he can

i f;?ﬁaP?1¥ for a temporar? 3“3“°“3i°"“!

6, £ ffersz~‘
Y S t 1¢51 hire nurchara fir ncﬁ ccmv&ny )
; YP B - 6 month!, bv - 12 manths, 6&h p.a.‘w 24 months. A

ﬂl' 39 - Ll Ll
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I, A, ByB.S. of the»tw aehanes; can. oh'sm

};5-5}“"‘““ ;;.mﬁﬁﬁ he aPplieﬁ rcr a hau.aing— ¢ SRR P s B
| imto fowr kindss begorleed. o1

rr_{?aésr t&e Pixeé Bepesit Wemts, bs ia
1e to receive & loan up to four tines. of
wbat he bhas depcsited t‘er a period af at

+ ’"V‘l—fffleae%t, threa yoars.

,iinéerrithc,?ix&é, Tgma Ba?inss Agcetmt,
— 51 he has continuously deposited for not
less than thres years; he is eligible fer

- & bousing loan.up to an amsunt, the aonth;y T
_repayment of which (based on a tweaty-year

~period) does ﬁét axe@é ths fixﬁd mthly
: dﬁpﬁﬂi’ti S LRI R

f’,ﬁewenr. tkw aaﬁmm lmn gmnted wm
_at excwd: :

"T‘,iif‘:'- 955 cf the 5091: o@ salnng prme of 88.000: o

and below.

0 =antof the cdsi or sallin,, price of £8,001 = $15,000
',-w.s"_ e . .”815,000mdover.‘

™ Baximus loan 1s 340,0007. |

it) A depoaitor can pay off hie 1oan over
8 tuemy- eaxr porjiod, for all tyrea of

. -~ houses. A nenndepoaitor erjoy thin 7
;rivileee only in cases xhere the houaes

~ are 30,0004 b»las). -

111) A éapoaiter has & wider chaiee of
. ‘houses.  He can offsr any house for

v seouriiy provided it is not subjected

' to rent=control and conpleted not less

| ‘than twelve months before the date of
L spynoatioa of hs.s lm. ~

| 1?) The depositor can use his deposit-mnda

(at date of 1its saturity) for repayment
“of the loan. Mtemtively, he may decide

'ta"'uss aia, Méa te furnish tha new hmme. el
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e P N.k B.S. alaa ante '
: ",rr;ns tg@n%a Tor savazal yuélie aad §:i?ata bodies, 4in ,'
- the manegement of their staff housing #chemos, It
. receives about 1% of the cost of the house 88
i gcenaiea;cn. Asongst its clients are the Covernnents
Kalaya and Singepore, the Pablic Utilities Board,
the Emplayaos Provident Fund, the Central Provident
, jtuna. the Board of Currency Coxmission, Singaporo
o Bousing and ﬁaveiopaaae ‘Board; the University of
. Singapore and Balaya, the National Electriuity o
LERS neaxé and Eaaa Staada§d Kslaga. ;f, o

61_;;;;5 H.§,B,$a also oporate soseral anlesaea B
I;‘;;ﬁaazantea Schemes with the better-known conpaniea
'+ in Halays and Singapore. The employees of such
- companies ars able to receive & higher loan tham
" that advancod nbraally. ‘This is posaible, because

- the excess ie guaranteed by the employsrs vith a
supporting cash-deposit (one-third of the excesa

" loan). The liability of the guarantor comes to

' 'an end, when the balance of the lean is reduced

"te aﬁgarcantage of tha ueeiety a normal laan. -

S ="1:rinally, EQS.B S. andertakas to aaaist tha '
. Fwmployees chvident Fund, to invest any exoess
: ﬁ r£undn in any uay aoat secnred and profitable.

S | It haa always bean a poliey of H B.B.S. te briag ite eorvices
closer to the public in beth ¥nlaya and Singapore. Thercfore, it has
thirty-one Sranch officea uhieh Operate in particular aross in Balaya

and Singapom. e

' th Read Bffice in <nsla Luagur 16 mcrs ecnoernsa with goneral
policy mntters, plann;nr. coordination and control of the activitios of
its Branch offices. The office in KuaJagunpnr also serves as the
*Branch Qtfioe' for its designated areas o

. The w;x i; ffice, Bach Branoh Office is a self-
fﬂ7canta1ned unit covering an area of operation. It
" earries out its daily operations like proceseing

' estate development applications, valuation and site

~7liuupervision. dﬁposit axd loan applicatiena ete.

EEE shg gzaneh Hanagar heada each Branch and he
 *;44;13 ;nsisted by an administrative assistant, eurveyor
r;;,.nﬁ gn. technicai ansistant. ?hs total meabers of
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. by cach Brunch Office
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the st

20,3 8ff would dapend on fhe volume of business
avallable. The adainistrative azd tecinical .
. 8taff vork 1n clone cooperation. The former
~ ¥hlle the latter is responaidle for valustion
- 80d supervision of houses and sites,

. The main functicn of the Branch Ma ger
v 4s to a0t as the link betvaen the pub???““, S
.. and the N,B,B,S, Bla rosponsibiliiies are to
- ismplemant the Society's polteies as laid dova
- from tie to tine, nalutaln oporation -
. effielency in tho Branch and to keep the Hosd
. Office informed of any developments in his
~ Yorritory whioh affcot the Sooiety's poltcles -
¢ end practicos, In such a decontralised .=
. organisation as M.B.B.S., efficienoy and
- ®ucoess depends on uniformity of operation-
. Bethods and policles, proper delegation of
- suthorily and an effeative coordination of ,
S efforts. oo ooooomenes

. The Companies Aot 1965, which was enforced in early 1966
governs the operations of M.B.B.S, : SRR

. The Trustee Investmont Act enables the Society to qualify as
an “approved ny" which can borrow funds from the Employees Provident
¥urd . ;At;prescnt,wg.s.8.8.~is;und&ratood to be the only "anproved®
conpany”ih:Halnya;:iﬁhia”hsa:enabledkit to borrow about €29 million
fros the Eaplogees Provident Mund which Las further e-resd to oake
available a nore substantisl nunm over the nert three vcers. This will
rake the Employees Provident Fund the lercost sin-le lernder to HeBuB.8¢
(a position ome held by Eongkong and Shanghal Bacling Coxporation). |
Vith the funds available, K.k.5.S, will be able to exrrand furither its
activities aund increase ite loan releasas to Lorrowers. |

~ The Fational Land Code has made poseible the intermal subdivision
of buildings having two or more stories, into individual ‘parcels' or
flats so that serarate titles may be uned for the flats. Therofore, H.B.D.S,
would be able to finande tho purchase of flate, which was nover practised
before. This Lard Code would thus enable more lower income class people
to own flats of their om. o - | |

 The Housing Developers (Control and Licensing) Act, 1966 is
anaitingfénfﬁfﬁement?g 1t’aims'tﬁkprovide for the control and licensing |
of the business of housing developments in Mslaya. Briefly, the proposed
Aot, states that no housing development shall be engaged in except by a
company vhich possesses a licence issued urder this Act. In effect, 1t
will éur§5%héiﬁ#lptaétiéaﬁfef;hadsiagéﬁaval¢pafﬁ who, for example, taker -
8 long time in completing the houses, for which buyers have rald deposits
for them. Demand for houses would imcrease if potentisl buyers have more
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confidencs in the housing-developers and in this vay, K., B.5. |
be able te 13@:&333 itg opsraﬁioas even more. V‘Vh . would “

: Th@ principle of a building aeciety is to enceuraa ‘home-
ownership and thrift. The principle of hone~-ownership throush thrifi

is 0ll the more conduoive to the econonic and social well-teing of the
people. - liouse-coustruction in itself may not necm to be an important

83 say industriaa. But one sust remsmber that it ancouragues the growth
and expansion of conplaaentaxy indusirios e.g. cement, bLuilding-matsriels,
iron and ateel etc, the numerous component parts that go into building a hose.
In other words, it incremees donestio cutput and orestes employment. It
is with an &im to diversify our economy that industrialization has been
encouraged. House construction in no s»all way helpe the country to
achieve this. At present & notoble feature is the emphasis placed on the
growth of aound estate dovelopments. This lending policy is due to the
fact that by merely accopting individual applications for loans, the
rate of house baildiﬁg weuld not be suitahly high for the gxawing demand
of the country. . ,

~ The 1amenee populerity with H.B.B. S. losns can be paxtly
due to the lov rates 0f érxterest chargeds 48 a matter of fct, it
charges the lowest - 7%& ‘a8 compared to Bullding Society of Malaya (4% p.a.)

| Peninsular Finance Ltd. (2 - 10%) all on a yearly-rest bacis.
As for the other terms, B.5.M. lends up to only 50% (maxirmm) of appreiscd
value and poriod for retiremaat ef balance is batween eight 10 ten years.

V It has been cstimated tbat over 6Cj of ° .. rosidectial houces
in ?ataling Jeya have been financed by H(B.B3.S. Cempared to the totzl
pleture of residential house-construction in Kaluye, K.B.B.S. alone 10
accounts for uearly 20$ of tha total value of work done in 1963 ond 1964‘

9Berrovs tr@m 1ta largast lender b.P.?. at 6%%




