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IAP: Marking a Milestone of Islamic
Finance in Malaysia

Money Compass

In recent years, 1be fisld of Iskamic firance
gravw rapidly, becoming global o the extent
that it is retransforming the glebal inance
markat. As & kading lslamic fnancial
canire. Malaygia g at the Torefrart in
pramoling mncsa ion end development of
Iskamic fnance

In 2015, Resad Holdings Sdn Bhd, &
holding group formed by savenal domestic
islamic banking instbutions in Malaysia
successiuly founded a bank-imermediabad
Lharah-complard  imvestment  platform
kv a5 ihe Irmvestment Accaunt Platform
(IAPL marking anolber milestone for
Malaysia’s lslamic finance journey

In Bn exclusive inderdew with Momney
Compass, Mohamed |zam Mohamed
Yusod, GEQ of IAP who i tasked wilh
the mission of devaloping and cperating
AP Integrated, highlightad thet 1AF = &
“mabchmaking” platfiorm thst faciltstes
channalling of funds from irvestors 1o
finance viabie vartuns

The Only Bank-Intermediated
Flatform in Malaysia

Urlike other anline investmant platicrmns.
I&F's competive advantage lkes in the
fact that it is the only platfonm in the market
lhat i& inbermedialed by paricipating
ledamic banking nsutions. Through
|AF, ventures are able bo pitch thair
financing réquiraments o several banks
simultaneausly. In extending financng
lo tha wvantures, banks mobilise funds
which are spurced from the corparate,
Insiiticnal and reded mveslors through
the mediem of invastmant account (1A)
producis

I&F is made up of six Islamic banking
instiltions &5 it shareholders, namely
Allin kislamic Bank Bhd, Bank Islam
Malaysia Bhd, Bank Muamalat Malaysia
Bhd, Maybank lslamic Bhd, Bank
Karjasama Rakyal Malaysia Berhad, and
Bank Simpanan Magioral. Thesae banks
ara notonly sharaholders of AP Inlegraled
tut also ecl as tha inlermadiary bank or
‘sponsoring bank” in 1AFE funding Tiow
channals.

lzam axplained the roses underlaken by
I8P in the analogy of 8 matchmakar. For
venturas that have good proposals wishing

Machanics af IAF
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to ralse funcs, they can apply for financing
drecty on tha platform's websita. As a
centralised medium, |4F will then channal
such financing mequests and proposals
to the banks. After having a praliminary
assessmant af the proposals. the banks
will decide whelber ar not 1o mest up with
Ihe verluras b proceed further. By daing
Ikig, il does ol anly sirglify the process
bul save bath lime and energy. AP Lo
a cerlain axtanl, addresses information
aEymmalry by introducing standardised
lirancing aaplcation requinamednts at tha
point of submission by the wentures, and
raduca the -'lESElES'DfSIJUI'ﬂ"tﬂg separate
propasals o each mdividusl benk. Tha
latier proposition leads 1o a higher chanca
for the wentunes o ba evaluabad by mona
than one bank ai any one bme, which
allows ihem to potentialy atiain best
financing affars thraugh negatiations with
{he banks.

Building Trust and Confidence
“Tha banks hewva vas! expenances in
avalualing proposals and wenlures.  In
addibion, financing raised through 1AFP
has to go through an indapendent resk
assassmant by a reputabia local rating
agency, i.e, RAM. This can bae of a
significant value to the invastars as they
noe can leveraga on the expartisa of the
banks and the rafing agency 1o carry out
assagsrmant on lthe verdunes.  And as
for e wenlunas, AP can be a one-stap
pletfarm where they come ta the platfarm
with thesr financing proposals — and what
e platform can do upon receipl af the
financing proposals is o channel them
w2 1ha parficipating banks — amd then
tha banks can dacide. It's lke a pichang
program’, said [zam

Compared o the aflemative models
af raising fund namaly the aestablished
equily market ar the equity crowdfunding
waniures that opl far fund raising via 1AP
di nid have @ give up 1hair oquiios ar
shares n their quest for business growth.
With 1he imastment being in the form
ol 1A 1o be apened with the spansoring
benk, averyone, Trom banks ko carporale
Irvastore and from e high nel-wodh
Ingdividuals o the ganaraf public. has the
opporiunites o nvest in venlures and
gain competitive retumns without essweming
the busingss risk 55 opposed o halding
direct shares in tha wanturas.
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“What wa offer wil create confidance and
trust among the investing community,
Hewing the banks raviewing the proposals
and conducting all 1he screenings,
followed by contmuous monkoring on
the vanturas and mandatary guarterly
reporling o the invastors as parl of tha
banks' fiduciary dulses amang olbers, we
believe that the praposals which will be
lisled an 1AP will be crediile proposals
wilh zsocixled risks and redume.”

IAFE wision i8 Mo become the leading
multi-oans platharm. Although IAF already
hag six domestic lslamic banks in its
stablka, lzam is aiming for mona Islamic
tanks to jpin the platform, Having more
banks coming anboard, 1&F will broome
an gven mare efficient platform that could
pravide investors with more investmeand
choices.

Open to All Venlures

E=sentally, |&F is open to all ventures,
b= it SMEs or big corparations with a
minimum funding siza of RMSH0,000.
However, lzam opined that SMEs should
seize opportundies io utlize AP as tha
avarue of choice b raise funds, This is
because when SMEs submit proposals
through AP, they could potentially abtam
financing offers fram more than one bank
and thus, can chooss the offer slruchured
in & way thal best suits their funding
neads,

MWevarthaless, he  revealed 1hat  this
plationm may not be sulkable for startups
for now because 85 & bank-inbarmedisied
platform, benks are laveraging on their
exisling procedunas &5 wall as credit and
screening  assassment mathods which
currently favour vertures with some irack
record @l keast financially. Hence, he
encouraged those SMEs thal are in he
stage of growing ar have been in business
bebwean 3 b 5 years b make full use of
IAP to ralse fumnds for their projects.

*Convantionally. when SMEs apply for
financing with banks, only banks have
acoess to ther information, Through AR,
BMEs van haarn k2 Ls neae el
when it comes to thair inancial records,
company data and disclosure of relevant
information, an imporiant trail towards
becoming  successful  corporations,
possibly gelling themsalves prapansd

for listing in the future. Here, wisibility
b pobental investors at this early stage
is Indeed & way 10 ansure sustainable
growth In the maar fulure.*

lzem emphasised that with the expenance
of the banks In screening the invastore and
tha wantures, it can prevent potentlal ceses
of freud and money leundaring agenst
thase that sme genuine and bankable.
As a rasult, only genuing invesions and
waniunes are abla io undertaks imesiment
ard financing activities via tha platiom =
ard al the same time drive the cowenlry's
acanomic growth and build & sound and
syustainable ecosystam.

Since the launch of AP on 17 February
2016 by the previous Governor of
Bank Wegara Malaysia. Parak Transit
Berhad which is an Ipoh-basad publc
transportalion company became the first
warniure b be lisied an AP, The company
hed successiuly ramed REMI0U0 milion
from various Imwastars via LAP within 8
two-waak campasgn period. The RMI0.0
millicn tarm fnancing facility payvable ovear
three years is expeched o generabe a
relurn of B.5% per yaar o the invastars

Althiough the markel accepiance of |AF a8
thet beginning is sxpected to be slow, lzam
aglirmabad thal there woulkd be an averags
of four projects to be listed an LAP every
manth,  In the foresseable fulure, it ks
estimatad that thena will be between 25 0
30 projects to be listed on 14F

For its services, |AP wil charga the
weniures a fee {listng fee] depending
an 1he amount of funds raised. A& small
partion of the listing les = payahle uplron
upen listing and the balence is payeble
only upon succassiul fund ratsing.

Simple Application Procedure

for Investors

Faor investars. lzem revealed that anyone
can participate in any Invastmant progacts
on IAP and o do that, they need Lo first
and fepramosl regisker as an AP usar. The
whale process is relatively simple and
ofice regisiened, inesiors can browse
infarmation on ary chosen investmant
or project, investment retum  detais,
financing 1erms agpraved 1o the ventures,
datails of the venture's shargholdars and
key personned, rabng rationale and ofhar
related infarmation on the websita.

Wran individual investors arg interastad in
& particular irvestiment projct, they must
undesriake an assessment which consists
of 14 questions thal will determnine which
catagary of investors they balong o and
thiir risk toleramce.

°If the imvesiment projecl chosan by
imvasiors suits their nisk profile, nvesiors
will proceed o the next siep of the
Imvasiment. If the investment project they
choosa does not malch their risk profiles,
they can do so after consullalion with the
banks.”

Mowing forward. |AF wil enhance the
platform ba improve the procasses for the
benefils of imestors and ventures. [zam
hopes to atiract more Eslamic banks Lo join
the platiorm so that mare wenlures can
resse financing via the platform offering
Irneegions with more choicas.

In addilion, he also anticipated |AF 1o
attract foraign mvestment grojects 1o
ratse funds via the platipem within the
caming two to three years. AP does
heve & plan 10 expand into othar Asian
coundries o duplicate the same platform
and system

Simple steps in raising funds

1. Submi applcation onfna {subsecuent
folow-ups by lelamic hanks).

2, Iglemic banks o conduct due diigence
and screaning cnverfune’s application.

3 Megotiation and acceplance of
fnancing berms and condtions.

4. Independent rating on veniure,

5. belammic banks o Toal venliune on [AF
fnt Tund sasing.

G.lelamic banks 1o disburse funds
upan successtl fundralsing,

3.Underiaka suitability assessment.

4. Islpemic barik to facilitate payment
tha imesment.

B islmmic bank to create Investment
Acoound far investors.

8. Reoshwe paiodical report on ventuna.

7. Recaive prafit and principal.




