CHAPTER 2 Y'
N

MALAYSIA AS THE RESEARCH CONTEXT: (ﬁ

Y.

This chapter presents Malaysia's contextual bac f‘cusm on the

equity-based crowdfunding ecosystem, guidelines concerni tnep
(issuer), the platform provider, and the mvestor&wapte briyzo ex%laln the

recent entrepreneurship development in Mala eglstered

2.1 INTRODUCTION

equity-based crowdfunding platforms in N are intr ed a s prowdes a

basis for further discussion in the follcm cti

AN
S
@
o
2.2 ENTREPRENEURSHIP@_OP NTFIN I@YSIA

The Malaysian ovvmt's Ii:ono i Tro. mation Programme aims to
transform the country%a highi ,ecggomy by 2020. The Performance
Management and \Qy Unlt (P ANDu%an organisation under the Malaysian

Prime Minist s inj cr&@g of it. PEMANDU has introduced the
matign Prog

Economic S @) in the third quarter of 2010. The main goal
is to tr, Malay3| ofa de ped country by the year 2020, thus becoming a
h| e country with a h National Income (GNI) of US$15,000 per capita.

%ln aim is to pull in investment totaling US$444 billion which represents 92% of

0 ate sector investment (JPM, 2017), thus generating new total employment.
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To realize ETP's aspiration, the Government as a facilitator and coordinator
focuses on implementing twelve National Key Economic Areas (NKEAS) a
Strategic Reform Initiatives (SRIs).NKEAs are specifically responsible fof e ing
new growth regions and new business prospects, which will allow th to move
further towards the value chain. Meanwhile, SRIs are responsiblefor creating an
efficient, competitive, and business-friendly environment that willWattract valuable

business counterparts from outside and inside Malaysia. Th n ftf‘s Government's

initiatives is to boost entrepreneurial development by co trating o Es as one
"X
instrument for growth. The SME Masterplan (2@0 was [desi d’u@elop

4

\ \/Y‘

g hared@gzepreneurial
t, fi@%ing schemes and

MSMEs (SME, 2017).
Malaysia's comprehensive approaw:rea'

ecosystem focuses on five key compo ; basSic develo

guarantees, registrations and permits, startup co ¥

d@tubators, access and
N

awareness program, and info% ser\ﬁces ad&éco to produce successful
entrepreneurs. The cooperation amnd collaboration c@vernment agencies, namely
M

SME Corporation Mal% E Corp.

National Institute Wepren‘a

}/éi@)@lajlis Amanah Rakyat (MARA),

%ﬁ.UBusiness Development (INSKEN),

had @NB), the Centre for Entrepreneurship

Perbadanan Usahawany Nasi
¢ I (.)
DevelopmeEE Resgarch EBA@ and Malaysia's Global Innovation and
entre C
b4

w

N
Creativi M {\

&E Corp. Malaysia '\sc.a}e,'entral coordinating agency within the Ministry of

neur Development and Cooperatives that manages the implementation of
s enhancement programs across all relevant Ministries and agencies. MARA, is a
overnment agency in Malaysia. It was established to assist, train, and lead Bumiputra

in the economic and industrial sectors. INSKEN, is a flagship agency of the Ministry



of Skill Development and Entrepreneurship, dedicated to promoting entrepreneurship
and skill development through training, consulting, and research. The mission ofv
is to enhance Bumiputera participation and involvement in entrepreneurshi@also
fostering a lively, resilient, progressive, and prosperous Bumiputera rcial and
Industrial Society. The goal of CEDAR is to strengthen the capacity capability of
Malaysian entrepreneurs in order to sustain their business growt support of the

X:) reate value and

National Economic Agenda. Meanwhile, the purpose of M
fresh economic thrust for Malaysia by driving sustainab trepr nwsosystem
elas_{%lvr;ss
i nc%' ities, in@gtors and
orinﬂ programs L@Sare that the

entrepreneurship ecosystem is fully s@ é

The MSMEs programs co%trepren\’a&?us' 9§\tages from startup,

N,
growth, and development. Som%ﬂogr&ns a sig focus on both business

&
and human capital develo hat e[ entre@neur's business knowledge.
KM " pr

The result will be reﬂ@j SME
P

E'dti\ﬂ'@'thus increasing contribution to
&
GDP. Among the prégrams |nc| IndlgyTraining, Tunas Bumiputera Young
Entrepreneur (TUBE)#»MS 'bilit' <<F"rogram, and the Entrepreneurship and
¢
Cooperative ining Progra a'nd(_E trepreneurial Incubator for Women (I-
NN
KeuNIT,

development through innovation and creativity. All agenciles

and training consultants. The agencies also inc

business premises, and industry training a

0

&

b 4
R

rthermore, the EIev@Malaysia Plan (11MP) was introduced in May 25,

l

d has become the most crucial plan towards achieving the 2020 aspiration. In

t, entrepreneurship is recognized as one of the important sectors. The plan's goals are

(b,

toughen economic fundamentals as well as maintain economic stability and growth.

These are done by unlocking productivity potential, promoting investment, increasing
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exports, increasing trade balance, increasing fiscal flexibility to ensure sustainable
fiscal position with the help from agencies such as SME Corp. Malaysia, T
Nasional and Amanah Ikhtiar Malaysia (AIM), and providing extensive iness
development opportunities for entrepreneurs. A
Overall, the growth performance of Malaysia's SMEs in%2019 shows a
significant impact on the nation's overall economic growth rate. It"eontributed about
\

38.9% of the National’s Gross Domestic Products ( 'MSMES alone

contributed MYR552.3 billion to the GDP. This growth%ayolve aWcountry‘s

@

s the growth rate and

2018. The statistics provided by I@% show s;{}bm 2016 to 2019 as
N
i r@ :
10d of time.
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SMALL AND MEDIUM ENTERPRISES = |
(SMEs) PERFORMANCE - . =

Malaysia’s SMEs GDP grew at 58 per cemt as compered to
6.2 per cent n 2018, The perfamance memaned above
Malaysia’s GOP which registered 4.3 per cent. The contribution of
SMEs to GDFP increased to 38.9 per cent from 38.3 per cent in
the prévious year

—
&)
SMEs o {
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&

, O
o=

U also shows Malaysia's GDP rate at 5.7%,
WhICh S the eﬁr C|al vvth forecast of 4.3 - 4.8%. Similarly, the growth
of DP was expected to@ﬁd the initial budget of 5.5 - 6.0%. Despite the many
rograms conducted, the participation of entrepreneurs at the early stage in

ysia is relatively low among the developing countries regardless of the

ntrepreneurial environment and facilities provided (Ahmad & Xavier, 2012). This

35



effort requires two-way communication between the Government and the entrepreneur
to materialize the strategy (Daskalakis et al., 2013). Yv

Wonglimpiyarat (2011), in his comparative study between M@}and
Thailand on government support for financing innovation, shows thatﬂ*s aspects
need to be improved. These include knowledge concerning financefthat relates to
technological advancement and specific training and policies. Furthermore,
government policies relating to technological advanceme e prop'er attention for

both countries, especially when technological advancement,is consid one of the

23
crucial factors of economic growth. Additiona@u&rnme i *t@zps
increase external investors' confidence, conseq@ m% fina@'l gap of
the SMEs. In most cases, government suppeort i defiﬁ?d insterms @%ncial aim,
policy regulations, and bureaucracy;®eiting entrepren Iac@ﬁ‘ entrepreneurial

knowledge and skills as the reason ﬁﬁilton, 2 \ngr S@mrdés, 2017).
N
& 4 QC_—)
}* &
2.3 FINANCIAL LANDS%P OF] SI@MES
Malaysia's fina ironment

incildés f@ncial institutions, financing, and

4
cutting-edge fina@no@ ch).@nancial model of Malaysia's SMEs
al s al

in which traditm anci ' o@iﬁe banking and financial development
E ‘

ted in Tabl L C(r_rje t innovations in the financial landscape see

N3

institutions EE
\
the intr% of platfor -‘based@ncing, including equity crowdfunding (ECF),

Y-
Ien(ﬁhrowdfunding (P2P@ﬂvestment Account Platform (IAP), and Lead
@neur Accelerator Program (LEAP) (SMEinfo, 2018).
: This current study was conducted to investigate the ECF-funded firms in

alaysia. ECF market in Malaysia is somewhat small if compared to countries like
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China, the US, the UK, and Japan (Wulandari et al., 2020), but progressed positively

especially during the Covid-19 (Kassim and Wahab, 2021).

Table 2.1: Financial Landscape for SMEs in Malaysia : )

Financial Institutions

Traditional Financing Avenues intech

(FIs)
. 1. Venture Capital .
1. BNM Special Funds Companies dfunding (ECF)
1. Banking Institutions 2. Guarantee Scheme by 2. Leasing and Factori APeer-to-Peer (P2P)
(Bls) CGC & Prokhas Companies

3. Ar-Rahnu and . Investment

3. Government Funds Broking Firms Account Platform

4, Credit Information 4. Microfin
2. Development

Financial Institute . Interest Schemie
(DFIs) 5. Credit Assessment by 2016)
Credit Bureau Malaysia

repeur \
er OFB m

V q\ urceﬁmfo (2018)
&
O S
2.4 CROWDFUNDING IN MALA¥SIA \ l<\
réntly, cr

Albeit known and approach

in the Malaysian culture, GW [ ivi
communal help in pre zIShES a’vong the@ celebratory purposes. Others

& ithe @daqah) endowment (wagf), kutu

include the contr| tion t

(Asklegal.my. 2 d khat tlan m (Muhamat, 2014). Nevertheless, the
!

term crowdf |s ilfn g’maﬁ'y)people (Nadarajah, 2015). The concept of

crowdf ar}c tr e @g Malay entrepreneurs. During the event of

Globa !S reneurship Comr&m y 2016: Reimagine the Future of Entrepreneurs at

t la Lumpur Conventlon Centre on 08-09 December (Asianentrepreneur.org,

6), upon interviewing 15 Bumiputera entrepreneurs about the ECF, the outcome
S

eals that none of them had any inclination on it.
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In 2015, Malaysia recorded a new history to its capital market industry when
the Securities Commission of Malaysia (SC) approved six equity crowdfunding?ﬁ)
platforms that entitled them as the first batch of licensed ECF platforms in@ia to
pursue business intent. The ECF platforms comprise FundedByMe, AtACrowdo,
PitchIN, CrowdPlus, and Eureeca to help small enterprises and entrepreheurs to access
alternative financing (Securities Commission Malaysia, 20 NlQ, four more
providers have come on board; Ethis Ventures, MyStartr, | Te':hnologies, and
1337 Ventures (Leet Capital) (Fong, 2019). In Malaysia, s ewgfunding
platforms represent equity-based and other types of ¢ unding, as Illas @ tion
and reward-based. However, ECF and P2P cted\f) i Iine&/& by the

n 2.5_&5Z~

Securities Commission of Malaysia as per oration im SecCti
Funding gap issues involvin |cra small a edi@%ntrepreneurship

(MSMEs) and high potential startup@?tillpro i ?nd p@olved (Wasiuzzaman
N,

& Nurdin, 2019). To address%)blenq
\m &
various efforts to ensure the_Ma siI re eneug“\én meet their funding needs
8

(Securities Commissi sia, 2018). hé ing gap is a global issue that
4 f &

MSMEs encounter, |Nust in IYI \9& ut algmss the world. Nevertheless, MSMEs
ﬁb

ded (éé-’agents that create employment and

and startups to
KN
opportunitiesigﬁ)ain stain iliﬁ/, @((pddvance economic growth.

over t of Malaysia initiated

NN
are estimated.to develop total global employment at about 43.5%, and

this Qprojection of 57.80/@~(otal new jobs. MSMEs and startups are economic
@tontributors in developing countries. MSMEs provide almost 33% of GDP and
d ps at about 51% in developed countries. Yet, the main obstacle for these MSMEs
nd startups is accessibility to financing (Howorth, 2001). The financing gap of

MSMEs in developing countries has been projected to total around USD2.4 trillion.
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The International Finance Corporation (IFC) database shows that G20 countries hold a
USD1.3 trillion financing gap. The nature of MSMEs as highly risky, abw'u
collateral to pledge, and lack of financial reports causes their chances @rate
traditional banking systems as extremely low and probably altogetk%possible.
Failure to access banks contributes to the rising number of MSMEs and'startups being
financially underserved and ending operation (Arcuri & Levr tow).

In Malaysia, crowdfunding topics have also gaine ntion f'om the Islamic

=

perspective. The standard concept of Islamic crowdfu applie types o
3

t. Lehdi ased mic
fed g
e slar{i/&ontract.

crowdfunding and accepted, in general, is also
crowdfunding (peer-to-peer lending), on the o
to av. ce of riba,

the @ﬂitted businesses

entation of Islamic

The concept has been designed so that IW

gambling, liquor, and non-halal prod IS a

(Paldi, 2014; Wahjono et al., 2015(%3 applic\\a$ [
N,

crowdfunding are highlyrecomn%duet the market readiness in Islamic countries
&
y, Ab

and countries with many h RI R@, Hasim and Zainal Abidin
(2021) empirically stu%;

of | Iarﬁi&&bwdfunding to the sustainability

oy
of SMEs in Mala !Q\They f|o i i%i,mpact on SMEs if Malaysia could
implement Islarw:\&

have highe portunities_i ilﬁplﬁnj ting Shariah-based crowdfunding. The

projecti% s that the
opul&

in 2030 (Grim & K@w{ 2011). Statistics show that entrepreneurs run about

- \ - - -
ushm&pulatlon will increase to 35% of the world
1 25% of these countries’ economies (Kelley et al., 2015). They are actively

d Ived in processing commodities activities such as mining, agriculture, plantation,
d

fisheries (IMF, 2020). The ECF and Islamic crowdfunding, however, are not
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compared because the latter only exists until 2019, which is beyond the research
investigation period 2016-2019. Yv

In addition, the Securities Commission Malaysia has launched a cI{%\self,
the first digital Islamic-based Sukuk, namely "Sukuk prihatin™, on AugLE&OZO. The

issuer is the Government of Malaysia, and the size is MYR 500 milliond The main goal

of issuing the Sukuk is to redevelop Malaysia's economy post- aw, including but
iz

financial assistance

cho aWes.
Yw

@
participate individually or

not limited to medical expenses related to the Covid-19, p

for MSMEs, and improving the internet connection in r

Malaysians aged 18 years and above are elig

mur{}gﬁount of
Sept@g: 17 2020.

r@?ity date will be

September 22, 2022. (,) >\T ,<\
‘% 4] c'}
2.5 CROWDFUNDING E%S\:TE

The crowdfund stem particu rl)'/ cs@ects the project creator, platform

4 F &

provider, and inve &Klt miz:f?;ul S an (egulation regarding crowd investing,

equity crowdfunding, peer-t 'ancir(g-,%ﬁd property crowdfunding. ECF is when

¢

shares are eEc&@d with mongy. T h@e of crowdfunding involves the transfer of
\

owners% the firm_t inve&?rs. Hence, it is the reason why ECF is a highly

eguh&

f df d'g,?}).t th ity-based dfundi latf
r ype of crowdfundin strengthen equity-based crowdfunding platforms
N

Meanwhile, the issuance date was 2 ep

i ysia, the Securities Commission of Malaysia gazetted the Guidelines on
& lation of Markets under Section 34 (GRMS 34) of the Capital Market and Services
ct 2007 (CMSA 2007). These guidelines act as a governance mechanism and confirm

the legality of ECF in Malaysia. It further safeguards all of the involved parties,
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especially investors. The recognized market operators' targeted entities include micro,

small, and medium enterprises (MSMES) looking for early-stage financing (Se?&

Commission Malaysia, 2017). ('}

2.6 CROWDFUNDING REGISTERED MARKET OPERAT (RMO) IN

MALAYSIA V
| !

In Malaysia, the registered crowdfunding recognized arWators are

®

divided into three types; equity crowdfunding, pe%er (P2R) cr df‘m@znd
property crowdfunding. The Securities Commissi % ntrq@éd these
types of crowdfunding into the Malaysia c&i sin 2014.@'3;3 time, the
recognized market operators in N onsist 0 F,éﬁ and Property
crowdfunding. (0 \

S
In 2016, Ata Plus Sdn wdo'l\/lala i Sd(é’rék?d, Crowdplus Sdn Bhd,

Eureeca SEA Sdn Bhd, Pi

were able to secure an

Bhd, MyStartr Sdn , an Etr
gain licences in@li
shown in T &) "
ECF an@theﬁt r i
2\

\ Table 2.2: Recognized Market Operators in Malaysia

ECF P2P Property
a Plus Sdn Bhd Bay Smart Capital Ventures Sdn Bhd | EdgeProp Sdn
rowdo Malaysia Sdn Bhd B2B FinPal Sdn Bhd Bhd
Crowdplus Sdn Bhd Capsphere Services Sdn Bhd
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Table 2.2 Cont
Eureeca SEA Sdn Bhd Crowd Sense Sdn Bhd

Ethis Ventures Sdn Bhd Ethis Kapital Sdn Bhd Y'
FBM Crowdtech Sdn Bhd FBM Crowdtech Sdn Bhd \
Fundnel Technologies Sdn Bhd | MicroLEAL PIt %
Leet Capital Sdn Bhd Modalku Ventures Sdn Bhd
MyStartr Sdn Bhd Moneysave (M) Sdn Bhd
PitchIN Platforms Sdn Bhd Peoplender Sdn Bhd
QuicKash Malaysia Sdn Bhd Y
Saurce: SC (2020)

2.7 MARKET REGULATION: CAPITAL MARK%ER IkES CT 2007
The end of 2015 was a credential in Malaysia's history whe i§§t{‘t‘the
(,)

GRMS 34 of CMSA 2007 to facilitate ECF platfo n the p:(.)c ur an!(%%aations.

t\mQ yin the;?.ﬁan region
al 5|§, 2016; Twoon

& Chow, 2016). However, the guidelines have b% de he Guidelines on

Recognized Market—revision Ems)nuﬁ- L/@’IS (R1-2016). The

replacement guideline is to b% oo

o
getherwith ub-d'\ﬁisjon 4, division 2 of Part 1l
CMSA, under section 377 CM;A 2 i P&r%l}of the guideline specifically

The introduction of these guidelines made Malay% the fi

to have its regulation to facilitate ECF (Se€uritieés’"Commissi

represents the additional requirements’ gdo a{gcognized crowdfunding platform's

N, @
recognized marke& sists l)f tw chaptzbethapter 12 on the ECF platform and
N
Chapter 13 ccm rowdfundi %I(S@gdlies Commission Malaysia, 2016). The
n

(@]

st -related crowdfunding to safeguard the

guideline Qﬂ, enhahce
' 4
crowdﬁwactors, e ecia'lly ﬂWEstors, and ensure that this funding mechanism
d

k>

o
fit the SMEs (Secu\rl't-les Commission Malaysia, 2015).

woq\
%The guideline demands the operator or director to be a suitable person and able

oconduct a systematic, just, and clear marketplace. The operator has power to stop the

issuer from participating in the ECF activities in the case he/she is not appropriate to
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do so. The operator has to comply with the All-or-Nothing funding model (AON),
where the money raised will be distributed to the issuer if only the funding go

achieved. If the money raised is below the minimum campaign target, the p@will
give the money back to those who have invested. Also, it is the operatorﬁ&)nsibility

to safeguard the investors. In contra with the Keep-it-all (KIA) modWissuer will

get the money even though it is lower than the minimum targe{ed ameunt.

2.8 MAIN ACTORS IN EQUITY-BASED CROWD DIN IWAYSIA
@

The equity-based crowdfunding actors, i ing the e p'e@ the

platform, and the investor, have been defined i ities C‘@Fmission.

The entrepreneur, also known as the issuew der, \@3; a licenced

2.8.1 Crowdfunding Issue \nhpr 4&;‘}

The individual % at begI ac mda' n the ECF platform is known as
4

a crowdfunding issuég, which ii
issuer is subjected to adue di
the firm's e 's&@ Thefissuer ilfof@me funders ownership of the company if the

\
funding 4 kssfulf ~é\

§
A S’
\
.\_imits to funds raised on ECF platform

: The maximum amount an issuer can raise through the ECF platform is RM5
il

lion. This amount excludes the issuers' capital contribution and any funding

obtained through other sources. However, every 12 months, an issuer can only raise to
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RM3 million irrespective of the number of projects, and the issuer may seek another
RM2 million the following year (SC, 2016). On top of that, the Malaysian Govew
also introduced the Malaysia Co-Investment Fund (MyCIF) to encourage i@ and
government collaboration to grow SMEs in Malaysia. The ratio is 1ﬁ¥aning for
every Malaysia ringgit raised from ECF and the MyCIF will invest 18 one Malaysia
ringgit. However, the maximum cap is limited to MYR 500,0 O.\)

The maximum amount raised for both investment OYW.

din'; platforms, the

ECF and P2P, was increased from $5 million to $10 ion du in.g\bgdvid 19 in
"AX
itted t0 establist @dary

S ty@ [ ing\lyaddition,
YR on@mon, with a

er @1{) entrepreneurs,

;@-r 2020 (Fong, 2020),
N

March 2020. Furthermore, both platforms are now

trading, as MSMEs have demonstrated an inter

the government has raised the maximum cdp,on

current ratio of 1:2, as a result of the em:yowever,

the additional maximum cap, which%et to ex\n ep

was extended until December z%ala ﬁa’s Seeunitie mission, 2020).
N \{o

2.8.1.2 Issuer require%z fulfil Jre-E F‘:a@ign participation

’ 4 ¢ &

In order to safeguard the' \I'VQ ECFé&ars, especially the investor, the issuer
has to provide detailinfor 'able é’below provides some of the essential
requirementi ‘ﬂ)e issuers_n t&s@(ﬁ} to the ECF platform. Upon submitting the

"
require ormationy” the ECF platforms will conduct a due diligence process to

evalyﬁld decide whether t@ﬂers are eligible to participate in the ECF campaign.

Xquirements are considered private and confidential. It is the responsibility of
heWplatform to maintain secrecy. However, these requirements might vary from one

CF platform to another.
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Table 2.3: Pre-requirements for Participation in ECF Campaign

Part 1 ECF Agreement requirements
— provide issuer’s company name

— brand name if different from the company name q

— indicative amount to raise

Part 2
ECF Application Form Guidelines q
— Applicant details N

— Applicant business information

— Applicant crowdfunding readiness V'
Part 3 Opening Trust Account Guidelines
— Provide company name,
— Expected amount to raise (Min & Ma ount ‘

— Bank account number \
—  Signatory ' _{’)
Foreign Account Tax Compliance Decl v
N

Part 4 ECF Due Diligence — Issuer Assess \,
— Company general |nformat|o

—  Company corporate i

— Shareholding strugtu rmatio &
Financial, Legal and InN Propert for n
ce Forec i

Part 5 Issuer Financial Perfor \IQQ

g

C~"Source: PitchIN (2020)
&
A“’

=
2.8.2 Crowdfundlng Prow r [ 0

//V
)C't

A crowdfu fo er ‘I‘S(fl}ﬁe ECF platform that operates a
registered electr(& lit 0 b\ alized, the platform must be locally
mcorporated il ?r!en Ipulated in the Guidelines. The platform

prowde erm;d ry that'connepts the issuer and the funder.

4

K,
"%

Ay
{4

Platform obligations
Securities Commission Malaysia gazetted the platform provider's key

pon5|b|I|t|es to safeguarding the ECF ecosystem in Malaysia. ECF in Malaysia is
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legal. Thus, in order to attract more participants that are issuers and funders, proper
governance mechanism is essential. Yv
The platform conducts due diligence on prospective issuers who pl@e its
platform, which includes conducting background checks on the issud'&nsure the
issuer's board of directors, officers, and controlling owner are fit andm as well as
verifying the issuer's business proposition.
The platform monitors the conduct of the issuer mc'lon against the

misconduct of the issuer, carrys out investor education rams; en e |ssuers

é

disclosure document lodged with the ECF operator i ified for ac actl f@wade

accessible to investors through the platform.

If a reasonable doubt exists, the pI r us inves Vzltany major
unfavourable change to the issuer's p much as
statements, omission of |mportan05rmatlon The q.\'éfosure document, or
anything else related to the of%wd tiﬁ ISS qlssgzq:g%hould be monitored to

ensure that the fundraising li |ta ns 1 em ot exceeded.

Before investin CF platfor té rm'sobllgatlonstothe investor

4

include, but are n&;té;ed to, n] \m thei | ors' investment limits and obtaining

and retalnlngt selt-declar ' no@éement forms from the investors. Aside

from that, EEC for must av'e @ anisms in place to monitor anti-money
a

Iaunder rdsza yre thaé?ersonal data is kept private in accordance with

ing @3@ and misleading

the aI Data Protection Ac?JQOlO Furthermore, the platform must establish and
% designated trust accounts in the licenced institution for fundraising on its
orm. The funds will be distributed if the target amount has been met, no material
anges have occurred during the offer period, and the six-day cooling-off period has

expired.



2.8.3 Crowdfunders (Investors)

The Securities Commission of Malaysia underlines further requiremevu

crowdfunders or investors. A person may invest in any listing on the E@orm

subject to the following limits: *

Sophisticated investors: No restrictions on investment amount.%gel investors:
A maximum of RM500,000 within a 12-month period. Retail iMSZ A maximum
0,

of RM5,000 per issuer with a total amount of not more t O[)O within a 12-

month period. .\d
"X

| _\"}
2.9 REGISTERED MARKET OPERATOR % \T
ior to Ygomprise of

The registered ECF platform operaw alay]sia

six players. In 2019, four more pl ms_have been

iste@‘Ethis Ventures,
MysStarttr Sdn Bhd, Leet Capital Sd@, the sp \hpgp ,@mpany established by
3”3? S

1337 Ventures Sdn Bhd (Lin, z%d Fuﬂdnel ehnolggies Sdn Bhd.
N So

X |3

i. FBM Crowdtech S [ 0’

4 $ &
\he ear

g.? and has formed a partnership with

Alix Global woundei
FundedByMe, q@tﬁsh 'ndin@atform that has a connection with
¢
Scandinavia %ors. was 1 itifllyej‘p?rated by professionals with vast experience

D

S
internati nd the .ex }ise ok?eople from diversified fields. It highlights Neo

Marx& as a tool in unit@iﬁnovation, integration, and inspiration to ensure

a%ﬁht success to the clients.

. PitchIN Platform Sdn Bhd
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PitchIN started in 2012 as a reward-based platform. Two years after, it received
a license as an ECF platform provider. It has been described as Malaysia's n
crowdfunding platform due to its outstanding accomplishment entitling i@ome
the most successful rewards-crowdfunding platform in South East It holds
records for projects that raised the most funds and the number of backérs for a single

project. It executed ground-breaking crowdfunding projects dHrM Indie Festival
ct

in Penang, TAPAUfest, Movie GoGo — an on-demand mo , liitchIN-MaGIC

Challeng, MDEC's social project to assist flood vi in Eas ysia, and
'YX

SeeSomethingNice, an apparel project in celeb of Mal ar’ \and

D

Independence 2014. PitchIN also helped Wo a% ile kitchen that
serves quick and customized meals while4aisin capk?ls t up,ex:anents and
kitchen-building. \f— ) CS<

A
S

iii. Crowdo Malaysia Sdn Bhd

4]

&

Crowdo is a regio }hch [ pa oﬁ@ a complete crowdfunding

solution portfolio, includi F and P2P. Ladn in 2013, Crowdo is one of the
4 2

region's longest-runhing anc|| R row@ng platforms with over 17,000

icestin K ur, ﬁdpore, and Jakarta. Crowdo's mission is

¢ | (}]
to connect t 18n's best highlgrawth co panies from the startup and small-medium
NN
busines% ts wijt 'al Sma&\(:apital. To date, it has helped companies from
five@nt continents raise fim%réing from over 50 other countries. Crowdo Malaysia
\
$~d is one of the first companies to be registered by the Securities Commission to
& equity crowdfunding. Crowdonomic has the backing of US and Japanese

vestors as well as a presence in Singapore.

members with
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iv. CrowdPlus Sdn Bhd

CrowdPlus.asia is an equity crowdfunding platform backed by
Ventures Group, a regional tech-based venture capital firm and Propellar @tion
Ltd, an equity crowdfunding operator based out of Hong Kong. The pl 's concept
of leveraging on a tried and tested deal sourcing and selection process enhances the
quality of deals presented to the crowd for equity funding. The plat also launches
its unique QMI or Qualified Mentors, and Investors feature m

(lapable mentors

and investors across the region to achieve more extra@kdinar thion and

| 1 "
enhance success for companies funded through Crow .asia. Usin a’a@s the
equity crowdfunding hub for Asia, Crovﬁg is% g @various
. o

government agencies in Malaysia and théyregion t 0 mu@e early-stage

incubators and investing networking g S across the regien to b@Sn ecosystem for

entrepreneurs to mix with the "right@sd." \

[7 %

E &

v. Ata Plus Sdn Bhd \ Aj \
Ata Plus is a c%‘in 1

with investors see iﬁq&bstan‘

MSMEs and sogcial i ct initi

!
¢
online platf % intraduces ane@gs)seeking growth and funding with investors

NN
who w. 0 partnerfin_b "Qing s'uéﬁinable world-class companies. As a platform
X

designedhto assist stakeholder@haking sound decisions, Ata Plus actively seeks to

I \a@ technology as tools to facilitate and promote transparency and good

s rnance in investing. The platform delivers extensive services from supporting
0

mpanies to compellingly showcasing their business and educate investors on the best

ways to evaluate their investment opportunities. More importantly, Ata Plus strives to
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be part of the crowdfunding ecosystem driven by communities seeking to democratize

wealth and bring capital to a productive outcome through encouraging risk-shariv

enhancing the financial inclusion of those with savings. Therefore, the m@m get

more comprehensive business access to financing and stimulate positiv ial benefits

through entrepreneurship. ?
vi. Eureeca SEA Sdn Bhd z '

Eureeca Limited is authorized and regulated by the*ginanci IWAuthority
X
ted by the Dubhi _F\cn%cim

N@ . Eu@%ﬁ SEA is

issiaY in alays@; registered
is @egulated by the

(FCA) in the UK (No. 624555). Eureeca Limited is

Services Authority (DFSA) as a Representative

K nch. Eureeca as the
5. 0

first global ECF platform provi%stantﬂl networks f retail to an institutional

investor to invest in the ptﬁmenr around t @Iobe. It is a multi-regulated
S m

platform, having recei i
F &
Commission Mala;%‘:\zms? thergisAuthority for the Financial Markets
and DFSA. FrcKi ffic 'ai, @don, Kuala Lumpur, and Amsterdam,
¢
Eureeca off: g@w-yie pot tia" ir\(e/‘anent opportunities from the Middle East,
Europe,%ht

fun leverage this netwo@ capital, strategic connections, and expansion into

L!K@A Authority and the Securities

- - \ - - - -
heagt As its @Uo-strong investor network. Businesses raising

n erets. Dubai-based Eureeca is a UK FCA regulated entity, which provides

ysian companies with an opportunity to raise funds from the Gulf region.

vii. Leet Capital Sdn Bhd
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Leet Capital Sdn Bhd obtained a platform provider license in May 2019. It is a
special purpose company created by 1337 Ventures for ECF activities. 1337 V?@
is known as a pioneer in technology accelerator and has initiated many accce%&s for
multinational corporations (MNCs) and government-linked compa LCs) in
Malaysia such as Malaysian National Bank, Maybank, CIMB, Telekom Malaysia,

Khazanah Nasional, and Malaysia Digital Economy CorporatignMi C).

viii. Ethis Ventures Sdn Bhd \d
‘X

ing platform) régi in
9 %fh ablishéd Global
anm\ p rm to@&? for zakat,
wagf, sadagah, and CSR. It also een’ granted i ens@ property-based
crowdfunding in Indonesia and Du@secently,\‘hagbe ,@arded a license from

N
the Securities Commission Malaysiat@roperate as egaI%EQE latform provider. Ethis

Ethis Ventures is a Shariah-based crowd
Malaysia. It starts with donation-based cro

Sadagah, a prize-winning Shariah-based

is the only Shariah ECF platform ovi, laysi e Edge Malaysia, 2019).

QS
. &
iX. Fundnel Techno Q'ez\ss nEi \ (J

dis aé[‘dpany registered in Malaysia. Originated

!
ed w&bl?/lidana Capital, the investment in the Asia
NN

Fundneldech

ogi
¢
from Singagﬁ , Fundnel part
Pacific% alaysia's Es'g«&th in raising the required funding or connecting
| | R o
withythe'strategic partnership QSV Business, 2018).

N

0 yStartr Sdn Bhd
MyStartr Sdn Bhd started as the donation type crowdfunding. In 2012, it

initiated a program, entitled "Dream Factory"”, which has progressed to competition
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programs for startups in 2017. The programs enable the startups to obtain adequate
entrepreneurship knowledge and mentoring assistance before entering the pw

competition. MyStartr was awarded a license as a legal ECF market oper@/lay

2019 by Securities Commission Malaysia. The main goal of Mystart ssist the
startups in getting the funding by educating the investors to make r investments
and for the startups to scale up (MyStartr, 2020). : V

2.10 FINANCIAL-BASED CROWDFUNDING AC TIES A COVID-

19 ¢ I _\L}Y'
4 N

In Malaysia, the ECF market is seeing a n? in financ

\1'ng\s pply o@MNEs. Table
2.4 demonstrates the ECF achievement %\grch 30, ﬁzp mber 30, and
December 2020. The fundraisers engagX/ith %

shares to offer to investors. The §c® ofnsﬂ%ﬂ un %ers was 113, and the
o
number of successful campaig\ 119&%S‘£tem&é$t?le ECF market has raised
N
Wstme’t of Rg?and below represents 41% of

more than MYR120 million: l
the total amount raised. The ECF actiVitiesls® that the major investors are from

the retail categor& %_of the Ihvesto 0 participate in the ECF campaigns
N

aged below 3{% It Mala 'a:letq']gi-rfvestors can invest not more than MYR

atf r@ as they have the

50,000 a @are subjectfo am m of MYR 5,000 per issuer. However, angel
<\ ‘ ' ’

investars vest in fi ancfdl-ba?d crowdfunding up to MYR 500,000 per year, and

&Y

sophisticated investors face No- restriction on the investment amount (Securities

ion Malaysia, 2016).
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Table 2.4: Equity Crowdfunding Statistics (Mar.-Dec. 2020)

Crowdfunding Statistics as at ?
EQUITY CROWDFUNDING 31 30m 30m N
March’20 | June’20 |  Sept’20 %

1 | CAMPAIGNS AND %

ISSUERS -&
i | Successful Campaigns 94 106 119 159
ii | Amount Raised (MYR) 90.36 m 110.26 m 129.6 99.23m
iii | Successful Issuers 91 102 11 150
iv | Distribution

MYR500K and below 48% %

>MYR500K — MYR1.5M 30%

>MYR1.5M — MYR3M 22%

>MYR3M 0%
2 | INVESTORS
i | Investor Age

Below 35 47%

3545 30% 31% | . ! 31| . _31%

46 — 55 13% 3% ¢ % | » 14%

>55 10% ? 10 10% f7~  10%
ii | Types of Investors A % o

Retail % 60% 59 61%

Sophisticated % 1 7~19% 16%

Business Angel | 2 ~20% 21%

Institutional 2% | NN 2% [ N 2% 2%

&, A
% Séurce: ritie mission Malaysia (2020)
&
\ ~

N
Table 2.5 displt the%ZP achhpli mpnt@.%March 31, June 30, September
20. Und

30, and December 20 e FQ{ fur{@eers offer to pay the investors the
principal they boM the'ltere heyk been promised. From the table, we can
O
see that P2P Q%ns ave dyéte&more campaigns than ECF platforms. The

amount Qﬂa ’ZJN moré~than MYR 900 million. It involves 2,502
4

fundraisers “‘@nd more than 13'2.3 cessful campaigns. In terms of allocation, 73%
r wts an investment ammh of MYR 50,000 and below. Additionally, 88% of the
‘:es

S

iy

O

tors are retail investors. Meanwhile, 62% of them are aged below 35 years.
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Table 2.5: P2P Crowdfunding Statistics (Mar.-Dec. 2020)

P2P LENDING Crowdfunding Statistics as of 30"
CROWDFUNDING March 2020 June 2020 Sept 2020
1 | CAMPAIGNS AND
ISSUERS
i | Successful Campaigns 9,989 10,824 13, 15862
ii | Amount Raised (MYR) 738.99mill 798.32mill 921.83mill 1.14 bill
iii | Successful Issuers 2,100 2,231 ?’ 2801
iv | Distribution
MYR50K and below 2% 71% % 2%
>MYR50K — 20% 21% 0% 21%
MYR200K
>MYR200K 8% 8% |7% 7%
2 | INVESTORS ‘

i | Investor Age

|
Below 35 63% 3% | 62%] < 62%
35-45 24% ol \24%
46 —55 9% 9% , 9% [ 9%

>55 4% Y_M/ “‘PJS%\} 5%

ii | Types of Investors

Vv
Retail 95%%, A 88% ,@s‘ 88%
Sophisticated 4% | 4% 4. 2% 4%
U

Business Angel y 7\ 8% 8%
Institutional 1 S M~ 0 0
N 7SI
Souree: rities ((“o;&rfmssmn Malaysia (2020)
S

Indirectly, Table 2. abl12.5 i

crowdfunding as altern%ntreprege ri

during the pand Nurthe}, to™~gain m@s information about financial-based

NG
crowdfunding alay: 'a,:t?s dy &‘)Qms into PitchIN, the most popular ECF
'

platform i laysia. It runs bothias a &Arard crowdfunding and ECF platform. PitchIN
d

[ Q
q,qdir‘]g or SMEs in Malaysia, especially

has do edvthe EC'F- c réi\gns so far in terms of amount raised, the number

a
N
('?icipation. Compared to other platforms, PitchIN

of \ s, and investors' par

S more inputs as possible to increase stakeholders' interest and trust. Thus, this

Qone reason why many fundraisers and investors have approached PitchIN to raise

and offer funds, respectively.
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2.10.1 PitchIN and ECF Activities amidst Covid-19
The platform's ability to assist SMEs in raising operating cap i

demonstrated by active ECF activity during Covid 19. Table 2.6 shows the @cti s of
the successful campaign conducted by PitchIN during the Covid-1 ak from
March 18, 2020, until April 25, 2021. It exhibits that PitchIN has asR%:?ventures in
obtaining their funding. A total of 47 successful campaigns ha eMlunched during
the crisis involving 2,032 investors, and the cumulative am \X; as above MYR
79 million. Policy Street recorded the highest succes pai nWsd MYR
5,280,657 while the lowest amount raised was M 50,500 by irl'p@‘{'l'he
highest shares offered was 48.78% by Accos, a erw , am%‘?smallest

percentage of ownership was 1.51% proviw ar Giipi a dig&rastructure

provider. In terms of the highest and Io& ;n;%ber ofin

three were recorded. Surprisingly, @jingle Ia\gtxgve

S
illiorrand %ov "'?e investor. The business

rs' <'(cipation, 274 and

investments were worth MYR

-
¢

activities vary from agric kmsej ertainme t,:}oods and beverages, event

management, educati(% orm,

campaigns reflectt&wogy-rr i eé
&
N

%
QO
E‘sz
:“
.‘(7)-
ers
=&
o
c
- SN
< <
a 3
o =
S 2
S5 -
> 5
S-DQ.
o
~—
-
D
-
%
O
[
~—+
~+
>0
D
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Table 2.6: PitchIN Platform’s Success Campaigns durin@d-lg

No. Company Name Business Activity Am Shares No. of Single Largest
Rais Offered Investors Investment
% MYR
1 GenYouth Employment Platform 0,000 16.70 13 1,000,000
2 Zupital Holding Cleaning and Disinfection Supplier 1[300 16.63 18 991,200
3 Jtel Marketing Leben brand water dispenser 9.52 18 222,300
4 Coffeeprint Digital platform-Cloud printing E88 0 \‘51'3 04 19 360,000
5 Traitily Digital platform-psychometric assess g‘ 10.00 10 302,400
6 HarvestNet Software solution provider 5 6.98 9 174,000
7 Virtual Level Up S/B Virtual event specialist 01_% 13.05 13 1,023,120
8 Apex Biocare Sdn Bhd  (Online)Pharmaceutical and W @nd ] 00 20.00 5 432,000
9 Quivine Tevacous Food Technology Company @5 560 10.00 9 270,540
Foodstuff Sdn Bhd > N s
10 EduReviews Co Education Directory 31,076,600 12.50 14 214,200
11 Whizzl Feedback and Rating Sy Sﬁ‘ 1,871,250 5.1 76 343,125
12 Kravve Handmade food and Gr %\ 1,255,000 11.11 159 222,500
13 Fatberry Insurance products [ 2,519,340 33.26 19 1,036,010
14 Brandt International Business process outso ci (&Pdg 2,095,017  9.97 54 1,026,260
15 Evulx International Digital learning si tlom |der% 319,000 8.57 23 90,000
16 XTS Technologies S/B  Factory automatio 1,688,400 7.41 87 313,200
17 Govicle Sdn Bhd Digital parki }ﬂy &éﬁwn as 1,567,208 12.50 13 498,750
Jompakir)
18 Alpha Red Services Cloud- ba@r plat%rm 622,200 12.02 27 120,780
19 iConstruct Digital construction materga)l%latform 452,250 6.94 23 150,750
20 SERV Vehic r App 1,506,190 5.26 77 500,760
21 MAHSA Nexgen One igital Platform 2999,000 16.67 10 999,000
22 Kosumy ‘éﬁnng Platform 710,000 19.35 12 235,000



LS

Table 2.6 cont

X

23 Accos E-Commerce 2,998,9@, 48.78 15 990,360
24 Sentuh Sinergi Digital Platform 734 8.16 74 221,400
25 Far Capital Digital Infrastructure provider 2 151 3 250,000
26 Smart Security Digital Smart Lock Systems % 50 10.24 34 226,100
Solutions

27 Brick House Café, Catering, Event Management ?0,000 6.98 9 1,000,000
28 Newleaf Eco Dev. Durian Massive Plantation 0,00 N/A 51 270,000
29 Simply Giving Platform Fundraising for Social Ent. M' 10.99 9 129,412
30 MAHSA Healthcare Healthcare S,FOO, 30 c§f0.7l 8 1,000,000
31 Yin’s Sourdough F&B ‘,1 139,4 15.00 59 220,806
32 RentGuard Platform-Digital property Y* 4, 4.63 107 165,600
33 Policy Street Insurance technology \) 0\ ,280,657  11.71 274 998,058
34 VMO Platform-Event C-) 2,085,052  9.10 24 692,464
35 Newswav Platform-Al & BD \ 39 0,178 18.74 7 550,016
36 Everpeaks E-commerce (,) >\y? & 41,000 25.17 48 500,000
37 SecondLife Technology/ e-commerce % o v QE? 268,800 9.11 14 150,000
38 Speedrent Platform-rent property \ ¥ “\‘«/ 2,592,962 10.27 106 639,744
39 Carpedia Platform-gig income T I %\ 552,500 15.00 87 139,400
40 Regov Tech Bitcoin (,) ‘q-j N 2,830,423  8.40 132 895,752
41 Superceed Artificial Intelligence v 3,110,555  7.29 31 998,296
42 Airuphere Platform-Sport izer| < 250,500 9.04 9 100,500
43 Deemples Golfer platforrr\ | é" 1,440,000 16.78 59 450,000
44 Talent Ap Mgmt Marketing solutielf providef 7“3 3,000,800 25.05 19 1,038,400
45 NU Vending Automatio \b 2,457,200 10.53 27 736,400
46 Translife Education Live streafing educatién play%rm 1,975,680 18.19 8 882,000
47 eShoplive.asia Social Live Streaming PI{{Iprm 4,830,272 12.50 81 1,551,872
48 RexKL F&B, Setvices platform 1,1,81,295 12.50 29 60,000

T i 79,427,984 2,032 25,382,475

S

Source: Author’s Hlustration



Meanwhile, Table 2.7 presents the ongoing campaigns. So far, there are five
campaigns, and out of the five, four are technology-based campaigns. MAHSA
offers 16.67% of the ownership. It has exceeded its target funding goal by @and
is waiting for eight more days to complete the campaign. As of date, n MYR2
million has been raised from 10 investors, with the most extensive We'investment
recording MYR500k. Accos, an e-commerce provider, offer% % stakes and is

nearing its funding target (99.80%), which should end i r 1'3 days and has

managed to attract nine investors. SERV, a new take-o paign, W% shares
oy
and has another 45 days to complete the campaign. ' _\t,}
However, these campaigns will only b d as stic | when,100% of

i dofs@a s following
the end of the campaigns has been r\ CF inve mad’ithdraw the total

amount of their investment befor coolin ?ri ,é\%ds Furthermore, the

S

platform accountability is to %lcate imm Izsfu?h the investors of any

significant changes about t é&s :r vestors ghave the option to withdraw
SO

their investment if th to d t hin @'days after the said notification

(Securities Comn&qkl\/l il :
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Table 2.7: PitchIN Platform’s Ongoing Campaigns du@id-lg

PitchIN Business Activity Funding Days to Amount Raised Shares No. of Largest Single
% Complete the (MYR) Offered % Funders Investment (MYR)
Campaign Q
SERV Vehicle  Supper 13.32 45 133, 4 10 26 18,000
Apps
MAHSA One Stop Digital 133.53 8 2, 00 | 16.67 10 500,000
Nexgen Platform \d
Kosumy Cloud  Training 83.00 38 415,000 | 'J,‘)QSS 11 100,000
Platform =
AcCCos E-Commerce 99.80 15 9'8 N 9 300,000
JTel Marketing  Water ~ Machine 67.77 25 13 51,300

Rental

Source: PitchIN (2020)



In 2020, PitchIN made history after securing the target amount of MYR100
million which was raised from its ECF activities. According to its chief strategy }
the new announcement of fundraising limits early this year has xged
entrepreneurs to seek their funding via the ECF platform. Other than t)ﬂ;@ increase
in fundraising limits and the introduction of MyCIF as additional fiw assistance
for eligible ECF and P2P campaigns also contributed _to hIN's success.
Additionally, the recent 2021 budget announcement of tax esyfor ECF investments

and the agenda of PitchIN's secondary market projection arg capa IeWing more
@

potential investors (MSME Admin, 2020). é ' _\‘-}
<

X A
2.11 CHAPTER SUMMARY V 0\ g
This chapter has provided twaround 0 repr@ﬁrship and ECF

environment in Malaysia, the Ieadir%yers in \EC¥ e g@\!m, the related Acts,
lsy S

and the funding activities by t%clal-&ased wvdf(o ing platforms during the

recent Covid-19 pandemic. Qﬁh@? , tra@l financial institutions were

unable to accommod ntrepréneur, f|na@l discrepancies faced by the
4 ¢ &

entrepreneurs. Th Wemicl \t-h s srgu:r the potential of financial-based

vert@é the traditional financial institutions'

crowdfunding,

responsibiliif'!
justifiesghe,c

ejjbrr%nt crisis. This therefore motivates and
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