
per cent of" tlie total'banking system 
assets. 

Total Islamic deposits rose21.3 per 
cent to RM362.7 billion, or 26.1 per 
cent, of total deposits in the banking 
system while total financing grew 
19.3 per cent to RM294.2 billion. 

Financing of the Islamic banking 
system was predominantly chan
nelled to the household sector and 
accounted for 65 per cent, or RMl91.l 
billion, as at end-July. 

The first seven months of this year 
saw continuous efforts taken to fur
ther position Malaysia as the leader 
in Islamic finance, such as the recent 
review of laws relating to land, hire 

purchase and contracts applicable to 
Islamic finance. 

On the international front, global 
engagement and alliances in Islamic 
finance continued to be fostered in 
the first seven months. This includes 
the collaboration between Islamic 
Development Bank and other devel-

---'--l'ftner 
The Islamic capital market has 

contributed significantly to the de- i Financing 
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pital. Construction 
Malaysia remains at the forefront 

in the innovation and development Finance, insurance and 
of sukuk, and continues to be the 
global leader in the sukuk market, 
accounting for 68 per cent of the 
total global sukuk outstanding as at 
July this year. 

business services 

Education. health and others 

Households 

268,251 

16,012 

10,476 

13,007 

11,695 

175,531 

Bursa Malaysia, meanwhile, re
mains the top sukuk listing desti" 
nation with 19 sukuk listed, totalling 

I/nc/ude development financial institutions (OFls) 
Note: Total may not add up due to rounding 
Source: Bank Negaro Malaysia 
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294,204 

17,127 

11,783 

16,422 

14,604 

191,143 

13 

19.3 

7.2 
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43.3 

32.1 

17.6 

RM99.6 billion. . . : 
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Cradle for nurturing angel investors 
ANGEL investors have been recog
nised globally as an important 
source of equity capital at the start
up stage of a company, providing 
financing for product development 
and initial marketing. 

This may include companies in 
the process of being set up ,or may 
have been in business for a short 
time but have not sold their prod
ucts commercially. 

Angel financing fills the gap be
tween the informal finanCing by 
founders, family members and 
friends, and the formal venture-cap
ital financing, with a typical invest
mentsize of between US$25,OOO and 
US$500,000 (RM77,000 and RMl.54 
million). 

Among the well-known compa
nies that have benefited from the 
backing of angel investors are 
Google, Facebook, PayPal, Tesla Mo
tors, Twitter, Autocad, Intel, Apple 
and National Semiconductor. 

Though angel investment has long 
been in existence, it was only in the 
past couple of decades that it be
came more formalised and organ
ised through the cre.ation of angel 
groups and networks, said the re
port. 

The government announced the 
set-up of Malaysian Business Angels 
Network (MBAN) by year-end dur
ing the Third Asian Business Angel 
Forum 2012. 

MBAN will playa lead role in de
veloping the angel investment com
munity and ecosystem in Malaysia 
and enhance efforts to facilitate co
investment between angel investors 

in Malaysia, Asean and be
yond. 

The early pioneers in angel 
investment in Malaysia start
ed with groups such as KL An
gels Club, which were active in 
the late 1990s. 

Angel Group deals across sectors 
from April 20;I.I-March 2012 

companies for commerciali
sation, of which eight com
panies had· co.-investment 

I,,:. with angel investors or ven-
ture capitalists. . 

However; all the local angel 
clubs either became defunct 
or had moved to later stage 
investments between the pe
riod of the dotcom bubble 
burst and 2004. 

As a result, therewas no an
gel investment activity be
tween 2004 and 2009. During 
the period, funding of early
stage investments at the seed 
and start-up levels were most
ly dependent on the govern
ment 
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12.8 

1 Meanwhile, in late 2010, 
! two private angel clubs were 
1 • formed, namely the Virtuous 

Investment Circle, with 20 in
dividual angels, and Pikom 
Angels with about 100 mem
bers. 

Although this was an en-
couraging start, the rate of ac
tive investments by these an
gel networks was low, with 
about 20 investment deals to-
talling about RMlO million 
within the last two years. 

Based on a study that was 
done in 2011, Malaysia has 
over 39,000 millionaires and 
a visible number of very high 

As a result, entrepreneurs 
and local technology start-ups 
endedup getting angel, or.ear
ly-stage funding in neigh
bouring countries in the re
gion such as Singapore, India 
and Hong Kong, and subse
quently, locating their head
quarters or main operations 
there. 

o Mobile&.Telecom 0 Industrial .. i 
_ Software 0 Consumer products f 

(non-Internet/mobile) &.services ! 

net-worth individuals and 
entrepreneurs, thus provid
ing a ready· pool of potential 
angel investors. 

o Energy &. utilities • Others 

Source: Angel Resource Institute: Halo Report 01 2012 _ 

The growth in the number 
of angel investors is expected 
to be gradual as the creation 
of· a culture of investing in 
high-risk technology start

L ...... ....................................... ...... ......................... ..... _ ....................... .i 
This is a significant leakage 

of entrepreneurial talent and job cre
ation. 

In 2004, Cradle Fund Sdn Bhd 
(Cradle), an agency under the Min
istry of Finance, was established to 
administer early-stage funding to 
develop innovative ideas and help 
start-up companies commercialise 
their innovative products and ser-
vices. 

. Howeyer, since late 2009, Cradle 
has also been tasked with reviving 
and growing angel investments in 
Malaysia. 

As at end-July 2012, Cradle has 
played a catalytic role in funding 477 
pre-seed projects, of which about 
209 have been completed, with 55 
per cent comqJ.ercialised. 

Cradle has also funded 85 start-up . 

ups and ventures requires a new 
mind set change and higher toler· 
ance for risks. 

This ' is especially so given the 
many other investment alternatives 
in traditional sectors like real estate 
and finance. 

However, it is important for 
Malaysia to create and support more 
angel platforms to match private 

funding for early-stage finanCing 
and reduce reliance on government 
funding, while the government con
tinues to play a facilitative role 
through appropriate policy inter
vention. 

In the US, estimates suggest that 
about 250,000 new jobs were created 
in 2009 by firms supported by angel 
investment, representing five per 
cent of new jobs in the US. 

In comparison, the US has about 
250,000 angel investors generating 
US$20 billion in investments, while 
Europe has about 75,000 angel in
vestors generating €4 billion 
(RM15.88 billion) in investments. 

Based on the 2012 first quarter Ha
lo Report, the Internet sector dom
inated ' angel group deals over the 
past 12 months in the US, while 
healthcare companies received the 
largest share of total dollars over the 
same period. 

The formation of angel groups and 
networks can reduce the informa
tion asymmetry, which is a barrier to 
investors and entrepreneurs finding 
each other. 

Also, the successful matching of 
each other's needs and risk appetite 
can close the funding gap which is 
the main reason many nascent ideas 
and concepts fail to take off, said the 
report. 

Considering the potential eco
nomic benefits of encouraging angel 
investment, policy intervention 
such as tax incentives and providing 
support in establishing angel asso
ciations, could stimulate the growth 
of angel investors. . 
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