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'Introduce cons·umer 
credit act to manage 
household debt' 
KUAlA WMPUR: ·It is time to intro­
duce a consumer credit act to man­
age the high level of ,household 
debts, says Khazanah Research In­
stitute managing director Datuk 
Charon Wardini Mokhzani. 

Charon said with the act, 
Malaysians could be transparently 
informed of the true annual percent­
age rates (APR) or effective interest 
rates of their financing or purchas­
es. 

"There should also be the realign­
ing of the regulations on consumer 
credit between the government 
agencies in charge to ensure that 
consumers are aware of the interest 
they are paying to creditors," Charon 
told Media Prima Bhd in an exclu­
sive interview here yesterday. 

Charon said based on the insti­
tute's "State of Hous.eholds II" re­
port, while household debt growth 
had been moderating since 2010, the 
·growth, however, stood at 7.3 year­
on-year and the ratio of household 
debt to gross domestic product re­
mained high at 89.1 per cent last 
year, compared with 87.4 per cent in 
2014. 
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average leverage ratio of only 
around three times. 

"More than 50 per cent of the en­
rolments in the Del;>t Management 
Programme set up by the Credit 
Counselling and Deb"t Management 
Agency are borrowers earning less 
than _RM3,000 per month." 

However, the report stated that 
the overall household balance sheet 
was healthy, as households contin­
ued to accumulate more financial 
assets than debt. 

The total household financial as­
set-to-debt ratio has remained 
above two times over the past five 
years, while the total liquid financial 
asset-to-debt ratio has ranged from 
1.4 to 1.6 times during the same pe­
riod, which meant that households 
have a ready pool of funds to meet 
debt obligations. 

Charon said of concern was the fact 
that Malaysians did not save enough 
despite longer life expectancy. 

"The problem is we don't save 
enough because .we don't earn 
enough, so more and more people 
will run out of money after retire­
ment and are not _financially pre-

ared. 
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