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With the support of the Group’s CSR Department, Hong Leong Bank, in partnership 

with iMoney, has developed a financial literacy guidebook – Making the Right Move- 

FINANCIALLY. 

This guidebook was developed with university leavers in mind. We had to cast our 

minds back to when we first started out in life, not only to what banking products 

we would need but what all the jargon meant – fixed or floating rates, monthly 

rests and beyond products how do we make our money work for us and keep out of 

debt with solid budgeting. We hope this will now serve universities leavers well and 

in turn we welcome comments and ideas. How can we serve you better? What 

banking products do you actually need versus what is out there.  

This e-book contains fundamental financial principals along with easy-to-follow 

videos to make it easy to manage finances. Our aim is not only to provide a 

one-stop solution to financial savviness but also to focus on how important it is for 

young people to understand the benefits of sound money management and the 

role it plays in shaping secure futures.

Quek Sue Yian, 
Director, Hong Leong Foundation
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You know that friend you have, whom you love dearly, but who drives you insane every time 
you try to make plans together? Let’s name him Adam. Whenever you try to plan for a vaca-
tion or just a get-together, Adam always complains about the same thing, and comes up 
with the same excuse – he is broke! 

Don’t take it personally. It is not really uncommon for someone to be constantly broke. 
Maybe he is really bad at managing his money. Or maybe he is 5-feet deep in debt. 

What does good money management mean? Is it simply living within your means? Prudent 
personal finance management can mean many different things, from saving for short and 
long-term goals, to having a realistic plan to pay off your debts. One thing is for sure, you 
shouldn’t be living on edge financially, completely unprepared for any incidents. 

Being able to manage your money well does not merely lie in your budget or how frugal you 
are when it comes to spending. There are many other external factors that can veer your 
best intentions off. 
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Will coming up with a budget help Adam? Maybe, but probably not significantly. Getting on 
top of your finances does not just involve budgeting, though it is the first step towards the 
right direction. From managing your expenses, to growing your money, all of these are equally 
important, but some of the external factors above will also affect your best intentions. 

Before you write your friend, Adam, off, let’s ask yourself, are you making the same mistakes 
as him?
 
There are many factors that are out of your control that can negatively impact your finances, 
such as  the rising inflation, economic downturn, implementation of the Goods and Services 
Tax (GST), the fluctuating petrol prices and also hike in toll rates. If you are not careful and 
do not review your budget when external factors such as these arise, you will be unpleasantly 
surprised when you look at your bottom line at the end of every month.

To ensure your finances are healthy and heading the right direction, you need to consider 
these factors:

SPENDING & SAVING

GLOBAL
ECONOMY

DOMESTIC
ECONOMY

INVESTMENTS

INFLATION

Personal
Finance

BANKING
FACILITIES

$

$
$ $

$

$
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Taking an int�est in y�r m�ey
2

Adam may be strapped with multiple debts, dragging his finances down. Most people start 
out their career with a loan already hanging over their head – be it a student or a car loan. 
But that is no excuse for mismanaging your money. Loans are not inherently bad. But if they 
are not carefully dealt with, you might be in the same situation as Adam. 

So, how do you avoid that? Get to know two of the most common terms you would encounter 
when it comes to taking up a loan – ‘principal’ and ‘interest’.

%%
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YOUR LOAN MONTHLY REPAYMENT

Interest rates are often called the cost of money. Actually, they are the price you pay, or that 
someone pays you, to “rent” money for a specified period of time. For example, the cost of 
taking up a personal loan is based on a pre-determined interest rate which acts as the fee 
for getting that money upfront while you pay it back over time. 

Here are different terms and types of interest rates, and how they can affect your finances.

Principal
The amount you 

borrowed from the bank.

Interest
The charges you have

to pay back for borrowing
that money.

Your monthly repayment
The amount you have to

pay to the bank every
month.

If Adam is overwhelmed with debts, he could be mismanaging his debt repayments due to 
lack of understanding of how each loan works. With most types of credit facilities, you get the 
option of either a fixed, floating or a variable interest rate. What are the differences and how 
do they affect your bottom line?

1    Fixed or floating rate

+ =
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Fixed interest rate is one of the simpler types, where the interest rate (%) remains constant 
for the entire term of the tenure.

The monthly repayment or instalment of fixed interest rate loan never changes, and it makes 
it easier to calculate the exact amount of money you will have to pay back every month. 
While its simplicity makes it easy to understand, it also makes these loans expensive as the 
entire repayment is calculated up front. This means you will never be able to reduce the 
interest fees by reducing your principal amount over time.

Example of fixed rate loan

Loans that commonly use fixed rates are auto loan and personal loans. 

Floating interest rate, on the other hand, fluctuates. This allows the lender (in most cases, the 
banks) to peg the interest rate to a reference rate and can be adjusted at the discretion of 
the lender throughout the loan period. This seems risky, but it can work to your advantage if 
there is a drop in market interest rates in the future, as your monthly interest calculations 
will be reduced to reflect the market changes. 

Loan Amount:
RM1,000

Loan Tenure:
12 Months

Fixed Rate:
5% p.a

Total to pay o�: 
RM1,050

Monthly repayment: 
RM87.50 x 12 months

Total interest charged: 
RM50

%RM 50%
12

$

The loan The repayment



Interest

Principal

Month 1 (30 days)
Loan amount = RM300,000
Interest rate: 4.5%
Tenure: 35 years
Monthly instalment: RM1,420

1    Monthly rest

On top of the annual calculations of interest payments, we need to go further and find out 
exactly when the calculation happens.

These are called “rests”. A “rest” determines the frequency at which your outstanding prin-
cipal is re-worked and the interest due is calculated. The two most common rests are 
monthly and daily. Find out how each one works. 

Types of interest calculation on loan products

A monthly rest loan is calculated based on the previous month’s outstanding balance 
(which consists of principal and interest not paid, if any). 

This example illustrates how a monthly rest interest calculation works on a home loan.

If Adam gets his act together and finally be able to buy a home with a home loan of 
RM300,000 for 35 years at 4.5% per annum, his monthly repayment would come up to 
RM1,420. Here’s how much interest he will be paying for his home loan in the first month, 
based on monthly rest calculation: 
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Loan amount = RM300,000
Interest rate: 4.5%
Tenure: 35 years
Monthly instalment: RM1,420

A daily rest loan product can provide significant savings to your loan, if leveraged on properly. 
How this works is, your loan interest will be calculated based on the previous day’s 
outstanding balance. Daily rest is typically used in interest calculation for home loans.

Based on the same example of Adam’s home loan, here’s how much interest he will be 
paying for his home loan in the first month, based on daily rest calculation: 

2    Daily rest

Total interest charged for the first month of repayment is RM1,109.59. Now, let’s find out if 
daily rest will shave some of that interest off.

Outstanding Loan Amount
as at previous month end 

Monthly Instalment

Interest RateX X

= RM1,109.59
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Monthly rest

Payment of Principal & Interest

Days in the month

Days of the year

4.5%RM300,000.00 X X
30

365

Interest Charged

Principal

RM1,420.00

RM1,109.59

RM310.41
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The number of days in a year used in daily rest interest calculations differ from bank to 
bank. In the example above, the total of 365 days in a year was used. However, some banks 
use a total of 360 days in a year to calculate daily rest interest calculations.

Based on the example of daily rest, you can see that making additional principal payments 
every month, you can significantly reduce your interest payments over time.

Outstanding Loan Amount
as at end of day Interest RateX X

Days in the month

Days of the year

  =RM1,107.02

From 1 Apr 16 - 14 Apr 16  =RM300,000.00 X 4.5% X 14/365
 =RM517.81

From 15 Apr 16 - 24 Apr 16 =(RM300,000 - RM1,000) X 4.5% X 10/365
=RM368.63  

Date Extra Payment (RM) End of Day Outstanding Amount (RM)

15-Apr-16 1,000.00  299,000.00 

25-Apr-16 800.00 298,200.00

Extra payments made by customers on top of Monthly Instalment Amount

Calculation for Daily Rest:

From 25 Apr 16 - 30 Apr 16 =(RM299,000 - RM800) X 4.5% X 6/365
=RM220.59   

Total interest payable = RM517.81 + RM368.63 + RM220.59 

Monthly Instalment

Payment of Principal & Interest

Interest Charged

Principal

RM1,420.00

RM1,107.02

RM312.98
Principal will be paid down sooner compared to Monthly Rest.



9

What is the difference?

Comparing the above two scenarios, Adam will save about RM2.57 on interest if his home loan 
interest calculation is based on daily rest. So, does this mean that daily rest loan products suit 
Adam better? Not necessarily.

Theoretically, Adam will be able to save on interest charges with daily rest interest, but only 
if he is disciplined in his loan repayment.

Tips

If Adam has the habit of paying extra on his principal (pre-payment or capital payments) on top of his 
regular instalments, daily rest can work in his favour.

However, if he only maintains prompt payment of just monthly instalment amount, Adam would lose out 
in enjoying the interest saving feature of a daily rest loan product.



10

What should you do as a borrower?

Compare the effective lending rates quoted by different financial 
institutions before taking out a new loan.

Ask for a Product Disclosure Sheet (PDS), which provides you with the 
effective lending rate and total repayment amounts for the loan / 
financing facilities you plan to take out.

Ask your financial institution to explain the factors that may lead to a 
change in the base rate.

Your monthly repayment amount will increase or decrease when there 
is a change in the Base Rate.

You should also assess whether you can continue to afford the loan 
repayments if the effective lending rate increases in future.
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Shop for better rates

Refinancing packages

You save RM563 a month!

Consolidate to 1 personal loan

Current Home
Loan Package

Credit card A

Refinancing Home
Loan Package

Rate: 6.6% p.a.

RM2,444/month

Rate: 4.4% p.a.

RM1,881/month

Debt consolidation package

Credit card B Personal Loan

Rate: 15% p.a.

Outstanding
RM8,000

Min payment:
5% of

outstanding
payment

Pay off in 6 years
6 months

Interest paid:
RM2,435

Rate: 18% p.a.

Outstanding
RM10,000

Min payment:
5% of

outstanding
payment

Pay off in 7 years
4 months

Interest paid:
RM3,957

Rate: 11.88% p.a.
Tenure: 3 years

Outstanding
RM15,000

Monthly
repayment:

RM565

Pay off in 3 years
Interest paid:

RM5,346

Total loan = RM33,000
Interest rate per annum: 7%

Tenure: 3 years
Monthly repayment: RM1,110

Total interest paid: RM6,930
(You save: RM4,808)

Maintain liquidity Review your
investment portfolio

What goes UP,
must come DOWN
Don’t lock your funds in a low interest fixed
deposit! Ensure you have liquidity so you can
use it when rates go back up.

REVIEW
if you have a lot of investments in deposit
products (as rates are low).

For example:

* Rates used in the examples above are for illustration purpose only. 
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3
C��ing all y�r bases

Interest rates don't just affect you when you take up a loan. It will also affect your savings 
and investments. Adam may see himself in financial trouble if he continues to ignore the 
importance of chasing the right rates. 

By understanding how to manage your money well will enable you to manoeuvre through 
the various financial obstacles that may present in your journey to achieving your financial 
goals.

Armed with the right money management knowledge, forget living pay cheque to pay 
cheque. After all, no one is in a better position than you are to know what is best for you and 
your money. 

So, can Adam really get out of his sticky financial situation? How much should he really be 
spending and saving? What about growing his money? All these questions may seem 
intimidating and boring – even if Adam has been earning income for years – but they are 
questions that should be tackled as early as possible. 
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Contingency fund

One of the biggest mistakes Malaysians make is the failure to create a buffer for their 
finances. This buffer is also known as contingency or emergency fund. 

The contingency fund comes in handy when we face any unexpected expenses, such as a 
car breakdown or worse, a temporary loss of job. This gives you breathing space when 
something unplanned happens keeping your financial plans intact.

So, how much should you keep as contingency? Save at least three months of your gross 
income, or six-month worth of your monthly expenses. 

It may seem a lot if you do not have any savings at the moment, but you can start small by 
putting aside just 10% of your income every month. Of course, the more you put away, the 
faster you can reach your goals.

Let’s take a closer look at Adam’s finances. Earning RM3,000 (before any deductions), Adam 
can start saving RM300 (10%) every month, and eventually accumulate to RM3,600 after 12 
months. To achieve three months gross income, he will need to save the same amount of 
RM300 for two and a half years. He doesn’t really need to build this fund extremely quickly 
but if he wants to he could just increase a little each month if he has spare cash lying 
around.

Monthly income
RM3,000 RM300

10% monthly savings
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Why is Having Contingency Fund So Important?

Medical Emergencies

Only 56% of Malaysians are insured.

Medical inflation at 15% per annum

Unemployment

Most policies do NOT cover:

Retrenchments
Hospitalisation (investigatory 
purposes)
RM250/night (private room)

Pre-existing conditions 
RM200 for consultation

Physical therapy
RM150 – RM250/ session

Oct 2014
2.7%

Oct 2015
3.2%

Malaysia’s unemployment rates 

rose by +56.7% year-on-year
in Q2, 2015.

Maybank IB Research

*Cost of treatments are based on charges in
private medical facilities. Actual rates may differ. 

Filing for insurance claims can take up to weeks
or months.

If you lose your job, 
your contingency fund 
provides a temporary 
safety net.

Starting a Family

+

$
$ $

Pre-natal check-ups
RM200/session

Fertility treatments
Up to RM15,000

Delivery fees
RM5,000 to RM15,000

Postpartum care
Up to RM10,000

Because you never know when something unexpectedly bad might hit you! Be it a medical 
crisis or being laid off.

*Cost of treatments are based on charges in private medical facilities. Actual rates may differ.
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Tyre replacement
RM300

Battery replacement
RM200 – RM400
(depending on model)

Alternator faults
RM100

Fuel tank
replacement
RM3,000

Emergency Car Expenses

Urban dwellers spend average
2 hours in traffic daily

17th most dangerous country for
road users.

Malaysians spend nearly 50% of
monthly income on cars

Unexpected Travel

Common car problems that
can add to your expenses:

Driving in Malaysia

Major Household Repairs

A loved one abroad faces an
emergency

Sudden death of a loved one

Job opportunities abroad

Return ticket from KL to
Melbourne (Budget Airline)

Last-minute booking
RM1,500

* Rates are based on AirAsia's standard air fare 
for the November 2015 period.

Plumbing 
(RM210)

Air-con Services 
(RM160)

Electrical Fixes 
(RM210)

Services Of Appliances 
(RM160)

*Rates shown are only rough estimates. Actual rates  may differ.
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Now that Adam knows how much to save, where should he put it? There are three things to 
consider when deciding where to keep contingency money – protection against inflation, 
liquidity and ease of access. 

Sweep the fund into a fixed deposit account or a general investment account that offers a 
higher rate of returns than a regular savings account.

A regular savings account is the most liquid, but also offers the lowest interest rate. A fixed 
deposit gives a better rate of return, but offers less liquidity as your fund will be locked for 
three months, six months, 12 months or 24 months and the rates differ for each tenure. 

Another option that Adam can consider is the General Investment Account (GIA). The GIA 
offers potentially higher interest rate for your deposits as the funds are invested in selected 
portfolio. However, it is also important to note that returns are not guaranteed under GIA, 
unlike savings and fixed deposit accounts.

Here’s an example of why Adam should keep his money in a product that provides the 3 
important things versus if he just kept it in a savings account which just gives him liquidity.

Though the general rule of thumb for a contingency plan is three months’ salary, the 
amount one needs really depends on the kind of lifestyle he or she wants to continue to 
lead and how he or she approaches personal finance. Generally, the more one has saved for 
emergencies, the better.

Regular Savings
Account

Total returns: RM46.50 Total returns: RM395.25 Total returns: RM523.13

Interest rate: 0.40% p.a.

Period: 30 months

Monthly deposit: RM300

Total deposit: RM9,000

Total balance: RM9,046.50

Fixed Deposit
Account

Interest rate: 3.40% p.a.

Period: 30 months

Monthly deposit: RM300

Total deposit: RM9,000

Total balance: RM9,395.25

Investment
Account

Interest average rate of return: 4.50%*

Period: 30 months

Monthly deposit: RM300

Total deposit: RM9,000

Total balance: RM9,523.13

* Rate of returns for general investment account is only indicative, and not guaranteed.  Interest rates for savings
account and fixed deposit account are indicative but they are guaranteed.
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Creating a minimalist budget

Now that we got the most important part out of the way, we can craft our budget.

We can’t say it enough times: Don’t spend more than what you earn! And the best way to do 
that is to keep track of what you spend. 

One simple way of keeping track of your money is through percentage budgeting. It is a 
simple and straightforward concept – instead of allocating fixed amount to every line item, 
you establish a target percentage for each expense category.

One guideline that we like to use for percentage budgeting is the 50/30/20. Here’s the breakdown:

FIXED COSTS
50%

FLEXIBLE  SPENDING
30%

FINANCIAL GOAL
20%

Bills and fixed expenses such as rent, 
mortgage, and subscriptions

Flexible day-to-day expenses such as food, 
groceries, transportation, entertainment, 
etc.

• Paying off student loan
• Building an emergency fund
• Trip to Europe
• Retirement
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Fixed costs mostly consist of essential 
expenses, and it makes up half of your 
income. 

For Adam, an average 20- something, fixed 
expenses are usually made up of rent (if he 
is not staying with his parents), phone bill, 
Internet subscription, car loan (if he owns a 
car), monthly parking at work, insurance 
premium and more.

Once all these fixed cost are listed down, 
and Adam realises that they come up to 
more than 50%, it’s time to take a hard look 
at his expenses. Perhaps he can downgrade 
his phone or Internet subscription, or rent a 
room instead of the whole apartment. 

The beauty of a budget is, you will immediately 
identify where the problem areas are and you 
can make adjustments in your finances. 

1.Fixed costs – 50%

Allocate no more than 30% of your 
take-home pay toward flexible spending. 
These are day-to-day expenses that can vary 
from month to month, like eating out, groceries, 
shopping, hobbies, entertainment, or petrol.

To determine your flex-spending amount, 
first deduct your fixed costs and financial 
goal contributions from your income. This 
way, you’ll know that the balance for flexible 
spending is truly yours to spend however 
you want.

2. Flexible spending – 30% 

Not sure what your financial goals are? Ask 
yourself what do you want in five, 10, 20, 
and 30 years down the line? How do you 
envision your retirement?

Financial goals are not set in stone, and 
should be reviewed every few years. However, 
having a rough goal will help you work 
towards achieving them. 

If Adam allocates 20% of his income for his 
goals, he will ensure that his finances will 
be on track to reach his target. 

3.  Financial goals – 20%

Your budget should be personalised to your lifestyle and spending habits. This budgeting 
rule serves as a guideline to lead you towards the right direction. Once you have an idea on 
how a balanced budget looks like, you can create your own budget to achieve your financial 
goals.



Why some budgets fail
Creating a budget is easy, sticking to it is tough. Here are some common reasons why most 
people fail their budget. And you’ll be surprised how easy these mistakes can be avoided!

If Adam sticks to his budget, it will always work. It can help him make wiser financial 
decisions and give him a sense of control over where his money is going each month. 
However, budgeting is not an exact science. It takes work, tweaking, practice, and lots of 
trial-and-errors to make it effective in the real world.

Don’t fear your budget – make your budget work for you, instead of against you. 
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Your budget is boring!
Make it fun by competing with 
your friends. 

Setting unrealistic
expectations
Tweak your budget as you go!

Being too restrictive
Don't go cold turkey.

You are impatient
Make adjustments and keep 
trying.

Over-categorising
Simply dump smaller items 
under EVERYTHING ELSE!

Not including non-
recurring or emergency 
expenses
List all your daily, monthly and 
annual spending. 

Using the wrong tools
Pen & paper, Excel sheet or 
smartphone app -- use one that is 
the most effective for you.

Outdated
Revisit your budget every month!

You hate budgets
Allow some flexibility or try the 
envelope budgeting.

Depriving yourself spending
space
Cut yourself some slack.

!

z z
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The financial rule of three

We do not want to just make ends meet, but to thrive financially. Achieving financial freedom 
means achieving our short and long term financial goals – be it living a debt-free life, buying 
a home, and financially living a comfortable retirement. But a budget alone isn’t going to get 
us there.

To get there, we usually lose sleep over three major things: saving for emergencies, lack 
of financial protection and planning for retirement. A crisis in any of these areas can really 
throw our life plans into a spin.

Juggling these three financial rules may seem impossible but for those bold enough to 
persevere, here’s how you can achieve this world-class balancing act:

We have covered the importance of emergency funds but if you are struggling to meet the 
benchmark of three months’ income, it’s time to tweak your budget to achieve it. 

Setting up a lifeline of emergency funds

Financial
rule of

3

Retirement

Protection

Savings
$

+
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Life is uncertain, and if you don’t have a Plan B, your life would crumble like a house of cards 
if something unfortunate were to happen to you. 
 
Which is why it is important to have insurance coverage to ensure your loved ones will be 
financially protected should anything unfortunate happen to you.

There are different types of insurance plans such as life, medical and investment-linked 
insurance. Do you need all? Or should you pick and choose?

Protecting yourself and your loved ones

 Life Insurance + Family Takaful

compensate insured or beneficiaries upon death or permanent disability of the insured

coverage period usually more than a year

premium paid monthly, quarterly or annually

getting this early can keep your premiums low throughout your life

RISKS COVERED BY LIFE INSURANCE

Premature death Income during retirement Illness
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Medical Insurance

cover the cost of private medical treatment, such as hospitalisation and surgery 

provide income stream while you undergo treatment

premium paid monthly, quarterly or annually

premium increases according to age

TYPES OF POLICIES

Hospitalisation &
surgical

Critical illness Disability income Hospital income

Investment-Linked Insurance

life insurance protection with investment

split premiums to investment and life protection

lump sum premium payment

allows immediate investment to generate
returns

flexibility to increase your premium/coverage

monthly, quarterly, semi-annually or annually

TYPES OF POLICIES

Single-premium plan Regular-premium plan

General Insurance + General Takaful
Protect yourself and the things you value, such as your home, car and other valuables.

Motor Fire/
Houseowners/
Householders

Personal
accident

Medical
and health

Travel



23

Where can you get your insurance policy?

You can purchase any insurance policies through an insurance company (usually through 
an agent) or through your bank, if it has a bancassurance arrangement with another 
insurance company or takaful operator. 

Bancassurance concept originated in France and soon became a success story even in 
other countries, such as Malaysia. The whole concept is around selling packaged insurance 
and banking products through the same channel, most commonly through bank branches.  

Bancassurance works well because there is already an existing relationship that the customer 
has developed over a period of time with the bank. And distributing risk products through 
banks is a much more cost-effective affair for an insurance company compared to an insurance 
agent route because the banks already have an existing infrastructure to support the sale.

From a customer’s point-of-view, bancassurance offers a one-stop-centre for all their 
financial needs – from savings, investments to protection. 

BANKS

CUSTOMERSINSURANCE COMPANIES

SAVINGS INVESTMENTS INSURANCE

Bancassurance

$
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There are many advantages to getting your insurance through a bank, such as better 
convenience, only dealing with one financial institution for all your financial needs, and 
better credibility.

With minimal to no capital outlay from the banks to include insurance in their portfolio of 
services, part of the lowered distribution costs will be passed on to clients in the form of 
lower premium rates. In addition, it is likely that new products will be developed to better 
suit client needs, which otherwise may not be available if banks and insurers worked 
independently. 

Examples are the mortgage life insurance, such as Mortgage Reducing Term Assurance 
(MRTA) that can be financed together with your mortgage when you buy a home. 

Better customer satisfaction can also be achieved with better convenience offered by 
bancassurance, for instance, you can pay for your insurance premium, and also repay 
your loans, all at the ATMs or bank branches. 



Building your retirement nest

Looking at your finances holistically, the tail-end of your financial life-cycle is none other 
than your retirement. If Adam is struggling to cope financially now, he will have an even 
tougher time in his golden years. 

The reality is the moment you step into the working world, the clock starts ticking towards your 
eventual retirement. Young adults today are faced with a multitude of financial commitments 
and challenges, knocking retirement planning down their priority list.

Whilst most people recognise the need to plan for their retirement, recent surveys released 
by Private Pension Administrator (PPA) showed that only about 20% think they have 
planned and adequately saved for their retirement, with the remaining 80% not ready to 
replace their earned income when retirement comes along.

Though, it is compulsory for employees in Malaysia to put aside money every month in 
their Employees Provident Fund (EPF),  their EPF savings may not be enough to last them 
through their retirement. 
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Comfortable Retirement Income

of your last drawn salary

Save 33% of your salary!

To achieve it?

66%

11%
Your EPF contribution

12%
Your employer’s EPF
contribution

10%
(Private Retirement
Scheme, Unit Trust, etc.)



How much does Adam need for retirement?

Target retirement
income RM4,000/month

Withdrawal in Year 1
RM48,000

Total retirement fund
RM48,000 x 25 = RM1.2 million

Option 1

Target retirement
income RM5,000/month

Withdrawal in Year 1
RM60,000

Total retirement fund
RM60,000 x 25 = RM1.5 million

Option 2

All these percentage figures can be confusing. Another way that can help you estimate how 
much you will need for retirement is the Multiply by 25 guideline. 

This rule estimates how much money you'll need in retirement annually by multiplying your 
desired annual income by 25.

In this case we assume you’ll be able to generate an annualised real return of 4% per year 
(that is returns after accounting for inflation). So your investments will generate around 7% 
when annualised over a long period while we take inflation at 3%. That is the real return (7% 
- 3% = 4%). 

How this works (and why we take 25 as the multiplier) is that if we assume a 4% real return 
whenever you withdraw an amount that is 1/25th of your capital, the interest gain you 
receive after withdrawing is enough to maintain the value of your capital amount. This 
gives you the security of not depleting your funds before your time’s up because you’re 
withdrawing 1/25 (or 4%), while gaining 4% at the same time.

26

Retirement rules of thumb
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How much can he withdraw for each retirement year?

Total Retirement
Fund:

RM1.2 million

YEAR ANNUAL RETIREMENT WITHDRAWAL

1st Year RM1,200,000 x 4% = RM48,000.00

2nd Year RM48,000 x 103% = RM49,440.00

3rd Year RM49,440 x 103% = RM50,923.20

This rule is often used interchangeably with another one called the 4% rule. They’re similar but 
explained a little differently. The 4% rule guides you on how much you should withdraw annually 
once you’re retired. As the name implies, this rule of thumb says you should withdraw 4% of your 
retirement portfolio the first year.

Then for the subsequent years, you take the last drawn annual amount plus inflation, while 
assuming 4% annual gains as well. You can also adjust your withdrawal amount to account 
for reduced performance on your investment.

If investment performance is not in your favour, you can adjust your withdrawal rate to 3.5% or 
3%. The key to surviving retirement with enough money is to be flexible and maintain a 
low-cost lifestyle.

For example: 

Sound simple and manageable, right? Unfortunately, life isn’t always this easy and 
simple. Any number of unforeseen events—most of which you have no control over—can 
wreak havoc with this straightforward plan. While there are many possibilities, 4% is a 
safe starting point.

The balance in your portfolio will slowly reduce, but according to the calculation by the 
creator of the 4% rule, Bill Bengen, retirees who follow the 4% rule can make their retirement 
fund last for 30 years.

The 4% rule doesn’t always account for the amount you need to have at the start of your 
retirement, it’s simply a conservative way to ensure your capital doesn’t deplete but if you 
don’t plan retirement ahead and properly, 4% of your capital won’t be enough!
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Savings alone won’t help you achieve your financial goals

Yes, we all know about the financial rule of three. Even Adam is aware of these rules. The 
problem does not lie in knowing, but in execution. Saving money is important but it does 
not really help you achieve your financial goals due to many factors, such as inflation and 
currency volatility. 

In the earlier chapter, the 50/30/20 budgeting guideline recommends that you put aside 
20% of your income every month for your financial goals – which is basically your savings.

Saving money is important but it is merely the first step of wealth accumulation. To build 
wealth, you must first think of ways to make your money grow. Read on to find out why 
having a golden egg is not as good as having a golden goose:

Retirement should be the most exciting phase in our life but it requires one to have the 
income and financial security to make our retirement years a golden one. The end objective 
of retirement planning is to ensure that we enjoy the golden years with adequate, sufficient 
and sustainable income for our retirement. The only sure way to provide enjoyment for our 
retirement years is to sacrifice our immediate wants for our future consumption during the 
accumulating years.

As difficult and tedious as balancing protection, savings and retirement can be, it is an 
immensely rewarding experience with a satisfying end result – a life that is financially 
stable and secure when it needs to be – a testament to your independence and discipline.



Why just saving isn’t good enough

Inflation erodes the
value of your money1

AVERAGE ANNUAL INFLATION: 3%

Most of the time, the opportunity cost of 
just saving makes it riskier than investing.

Just saving money does not provide
you with good returns

YEAR

VALUE

2015 2020

RM1,000 RM862.61

It’ll take longer to
reach your goal2

It is high risk3 It does not yield
high returns4

Monthly Deposit: RM400
Goal: RM15,000

Duration to reach
goal: 35 months

Duration to reach
goal: 32 months

Fixed deposit
account: 3.75% p.a.

Unit trust:
Potential 10% p.a.

Deposit: RM5,000

5 years later
Total returns:
RM1,010.50

5 years later
Total returns: 
RM3,052.55

Fixed deposit
account: 3.75% p.a.

Unit trust Fund:
Average 10% p.a.

If you invested: RM1,000
Average rate of return: 10% p.a. 

5 years later: RM1,610.51

61% return!
You won’t get that with a fixed deposit account!
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INCOME:
RM2,500

x 20% a month
4 months =

RM2,000

INCOME:
RM3,500

x 20% a month
1.5 months =

RM1,050

INCOME:
RM5,000

x 20% a month
1 month =
RM1,000

What can you invest in?

Lesson number one – it’s important to save money. Lesson number two – it’s even more 
crucial to invest your money!

Adam must now put these two lessons into action. There are many types of investment 
vehicles available to grow one’s funds. And most of them, contrary to popular belief, do 
not require a hefty capital to begin with. 

Adam can start investing with just RM1,000. Here’s how it works:

There are various types of investment products you can put your money in, depending on 
your risk tolerance. Here are some of the common investment products, from low risk to 
high risk.

1.  Unit trust funds

Unit trust funds are a form of collective investment that allows investors with similar 
investment objectives to pool their funds to be invested in a portfolio of securities or 
other assets. A professional fund manager then invests the pooled funds in a portfolio 
which may include cash, bonds, deposits, shares, properties and/or commodities.

However, investing in unit trust will usually involve certain costs like sales charge, annual 
management fee, trustee fee and other charges.
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Investment Fees & Charges

Unit trusts allow you to effectively invest in multiple equities and assets with smaller 
capital while also having it managed by a professional fund manager. It’s the ideal solution 
for those just starting out. 

Here’s an example of how unit trust works if you start with RM1,000 and the hypothetical 
returns are as follow:

However, do bear in mind that there are fees and charges when you invest in unit trust, 
hence your returns should be able to cover that. In the example above, assuming there 
are no other transactions happening in the five years, the fees and charges (inclusive of 
GST) applicable are shown as below:

There are two types of investment costs for unit trust investment:

      Indirect costs refer to the costs of operating a unit trust. These costs are deducted    
      from a unit trust’s assets.

     Direct costs refer to the costs of buying, switching and selling of unit trust. These     
     costs are paid by investors.

^ Annual rate of returns used in the table are for illustration purpose only.

*B Dividend Payout= Balance (A+B) * Dividend Distribution (p.a.) 

Deposit: RM1,000

Investment period: 5 years

Dividend Distribution(p.a.): 5%

Total returns: RM739.28

Period (A)(+/-) Annual Return (%)^ (B) Dividend Payout (A+B) Balanced

1 year 10.2 RM50.00 RM1,152.00

2 year 6.7 RM57.60 RM1,286.78

3 year 5.7 RM64.34 RM1,424.47

4 year 5.0 RM71.22 RM1,566.92

5 year 6.0 RM78.35 RM1,739.28

%

1

2



Initial price 

Average DPU* in 2H of first year

Average DPU in second year

Average DPU in 1H of third year

Closing price

Total units purchased

RM1.36

RM0.0519

RM0.0734

RM0.021

RM1.44

700
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* DPU stands for Distribution Per Unit, also known as dividend per share of the financial year. It is listed in sen. 

2.  Real Estate Investment Trust (REIT)

REITs are meant for investors who would like to invest in property, especially retail lots, but 
do not have the capital to buy them outright as investments. These trusts are formed by 
companies that purchase and manage real estate using funds pooled from investors.
Dividend payouts can be generous depending on which REIT you are buying.

They’re a lot like unit trusts but focus on property investments.

Like most long-term investments, the longer you leave your money in it, the higher the 
return will most likely be. 

Here’s an example of how REITs work:

Investment period: 1 year and 7 months

Example of average return: 6.82% per annum

Indirect costsDirect costs
Sales charge or Front end load is usually 
charged at the time of the purchase of a unit 
trust, and it ranges between 1% and 5%.

Investment Amount / [1 + sales charge + 
(sales charge * GST)] * Sales charge

[ RM1,000 / (1.05 + 0.05 * 0.06) ] * 5%
= RM 47.48

Management Expense Ratio (MER)
(Management Fee + Trustee Fee +
Administration Fee) /  Average value of the 
unit trust fund calculated daily *100

Management Expense is made up of annual 
management fee, trustee fees, etc and the 
expenses will be reflected on Net Asset 
Value (NAV).

Based on the example above, here are the estimated fees and charges incurred:
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* Based on the example of 8% to 10% average annual return, but rates may fluctuate according to market  
   movement. 

3.  Amanah Saham Nasional Berhad (ASNB)

Amanah Saham Nasional Berhad (ASNB), a wholly-owned subsidiary of Permodalan Nasional 
Berhad (PNB), offers various investment products for Malaysians to invest in. These products 
include the Amanah Saham Bumiputera (ASB), Amanah Saham Bumiputera 2 (ASB2), 
Amanah Saham Wawasan 2020 (ASW 2020), Amanah Saham Malaysia (ASM), Amanah 
Saham Didik  (ASD), Amanah Saham 1Malaysia (AS 1Malaysia), to name a few.  

Some of the features of these investment products are:

4.  Stocks and equities

Investing in stocks are recommended not just because of the capital appreciation, but also 
the attractive dividends, depending on the company.

This is the stuff you see in movies. People making lots of money quick by making great 
trades on the market. But it really isn’t all that easy. This method of investing requires a lot 
of understanding on the companies you’re investing in as well as being aware of market 
conditions and risk associated with such investments. And more often than not, the real 
gains are made by holding quality stocks over a longer period.

If you invest RM1,000 over 10 years, your return can potentially double* your initial deposit 
excluding dividend and bonus. Effectively doubling your investment with little risk. Once you 
add in monthly contributions this can grow very quickly.

= (Total DPU over the period of investment x Total units) + (Closing price x Total units)

– (Initial price x Total units)

= [(0.0519 +0.0734 + 0.021) x 700] + (1.44 x 700) – (1.36 x 700)

= 1,110.41 – 952 = 158.41 (16.64%)

Example of total returns:

No sales charges
– higher effective return

Capital guaranteed
– low risk

Payment of redemption
on the spot
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If you’re risk averse and not well informed, stocks should not be used as a short-term investment 
in order to make a big profit. This action is not investing, but pure gambling. There may be times 
in which stocks have put a record on short-term growth, but these occurrences are very rare.

Making short-term transactions with stocks can lead to high cost of investment due to the 
various brokerage and transaction fees. Depending on your investment amount, these fees 
can add up to a significant amount.

Based on the historical performance of a blue-chip company listed in Malaysia, here’s an 
example of how capital appreciation (not including dividend payouts) work in share trading:

However, this sort of investment requires research and discipline to hold onto and as with 
most investments, the returns are not guaranteed. So buyer beware!

Amount: RM1,000

Buy: RM2.35 in January 2009

Sell: RM6.90 in July 2014

Return: (6.90 - 2.35) / 2.35 *100 = 193.62%

Total return: (RM1,000x193.62%)
                        = RM1,936.20

Example of capital appreciation in stocks

Graph taken from Bursa Malaysia.
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* The average rate of return of 6% per annum is used for the example above. Actual rate of return may differ.

5.  Private Retirement Scheme (PRS)

PRS is a voluntary retirement saving scheme designed to supplement mandatory pension 
saving and provide additional funding for retirement. 

Essentially, PRS offer funds for individuals to invest in with the objective of saving for 
retirement. Much like EPF, it allows for employer contributions as well. However, PRS 
offers greater flexibility and investing options.

Here’s an example of how it works: 

Age:
24 years old

Contribution

10%
Average annual increment

2%
Average rate of return*

6% p.a
Total PRS balance

RM470,861.11

Income:
RM2,500

Retirement age:
60 years old

The total balance of RM470,861.11 from a PRS investment is derived from 10% monthly 
contributions over 36 years (60 years – 24 years). He would have contributed about 
RM155,983 over the years, with a return of RM314,878.

Would you like to calculate your estimated returns from PRS? Calculate with the
Retirement Fund Accumulation calculator by the Private Pension Administrator (PPA).

A PRS scheme is a great complementary investment fund for your retirement planning as 
it’s quite secure.

Now that we’ve covered some investment instruments what about other types like 
properties? For these we need to look at leveraging which essentially means taking up 
a debt in order to own an asset that appreciates. But let’s take a look at how debt works 
first!

2%

6%
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The two faces of debt
4

It may seem like it is but the truth is, debt is only bad if you let it turn bad – and this is a 
problem many people have when just starting out in life. Being financially free does not 
mean a completely debtless finances. If Adam manages his debts well, and do not let 
them turn bad, debts can help him attain his financial goals!

One of the biggest challenges most people have is the looming amount of debts from student 

loans, credit cards and personal loans. For most, these debts start as soon as they join the 

workforce. With balances up to RM10,000 at 20% interest, they find themselves paying more 

than RM500 per month in interest expense alone, never able to reduce the principal balance of 

their debt, which adds up to more frustration and pain.

However, no debts are insurmountable. It may be difficult and require a lot of sacrifice, but 
there’s always a route to financial freedom. The earlier you deal with your negative debt, 
the earlier you can start looking at leveraging for the good debt.

So, what do you do if you want to pay off your outstanding debt as quickly as possible? 
Having significantly less debt allows you to save up for a house down payment or marriage. 
Putting these principles into practice will enable you to take better control of your finances 
and reduce your debts.
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1 2 3

Tackle Your Debts The Right Way!

The snowball technique

Pay off the lowest
balance debt first

If the same balance,
pay off the one with
higher interest first

1 2Pay off the highest interest debt first
Focus on clearing off the debt with the
highest interest, while still making min.
payments for other debts

Focus on clearing off the
smallest balance, with
affordable income while
still making min. payments
for other debts

BENEFIT: Quick satisfaction & positive psychological effect

BENEFIT: Pay debts off faster with less interest.

The snowflake technique
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What is debt-service ratio (DSR)?

Now that we’ve got Adam on his way to cleaning up his existing debts he can start looking 
at taking up new ones. But wait! First we need to learn about the debt-service ratio which is 
what banks look at to determine whether the loan applicant has the ability to repay.

Along with evaluating the risk criteria, debt ratios measures your ability to repay the loan 
you’re seeking by ensuring your total debt – including car payments, student loans and 
credit card bills – does not exceed a certain percentage of your income. These percentages 
are called your debt ratios and the lower the percentage is, the better.

Check your bank statements to tally up all the monthly debt payments 
you have to make in a month. This includes your student loan, car 
loan, credit cards and any other personal financing. 

Calculate your nett monthly income after tax, EPF, SOCSO and etc.

Divide your total debt payments by your income, multiply by 100

and you’ve got your debt-service ratio. 

Total monthly debt repayment
obligations + New financing instalment:

RM847 (car loan and student loan)
Monthly income: RM2,500

847 
x =100 34%2,500



Now that you know how to calculate your DSR, what does it really mean to your finances? 
For one, it will affect whether your loan application could be approved or not. 

If your DSR is too high and you have blemishes on your credit, you are going to find it 
extremely difficult to get a loan – be it home, auto or personal. While you are confident that 
you can maintain your monthly loan payment, to lenders, you will look like a risk. 
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By knowing how to calculate your DSR, you will know how much loan amount you will be 
eligible for. Other factors that may affect your DSR calculations are the banks’ policy on 
rental and other incomes. The maximum DSR allowable also differ from bank to bank. In the 
calculation above, we used 60% as the maximum allowable DSR.

If you are planning to take up a home loan under your name, you have 
to ensure that the home loan repayment added up to your current loan 
commitment does not exceed 60% in DSR. 
For example, if you are planning to get a home loan of RM200,000, 
your DSR will come up to:

This means, you are 11.5% over your debt-service ratio and your 

home loan will most probably be rejected. 

Monthly home loan repayment: RM940 (4.45% p.a.)
Existing loan commitment obligations

& new financing instalment      : RM847 + RM940 = RM1,787
Monthly income                          : RM2,500

1,787
x =100 71.5%2,500

How can a high DSR impact you financially? 
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Though debt generally is unavoidable, you can totally avoid bad debts. Eligibility is different 
from affordability. Even if you are eligible for a loan, does not mean you will be able to afford 
it. Here’s how you can avoid taking on a bad debt. 

Good debt is money that you borrow to purchase assets that appreciate in value or has 
some income producing potential such as a mortgage loan or a student loan.

For example, rental property owners can leverage on their mortgage through tax deductions that 
they can claim from direct expenses that are wholly and exclusively incurred in the production 
of their rental income. These include assessment and quit rent, interest on loan, insurance 
premium, and expenses on rent collection, rent renewal, and even on repair works.

Other versions of good debts are student loan as it helps you earn higher income. 

A high DSR could mean a person is not able to afford new loan commitment as the person 
will be on the higher risk to meet his/her current and future obligations or more vulnerable 
to unexpected adverse events and income shock.

IMPROVE YOUR DSR
Manage your credit card expense wisely and make real progress with your debt 
repayment.

Relook at your budget and cut and trim where necessary so you can funnel more 
money towards your debt.

Transfer your existing credit card debt through a balance transfer facility. 
With a 0% interest balance transfer programme, more cash will go toward the 
principle, so you’ll be debt-free faster.

Not all debts are bad
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Power of leveraging

Here’s an example of good debt. If you put RM1,000 in an investment product that gives you 
back 10% over a year, you only get back RM1,100. That’s not life changing. 

However, if you borrow another RM10,000 to put in the same investment, you’ll get 
RM11,000, which is RM1,000 more in returns!

That is the power of leverage. Leverage gives you the ability to utilise more than what you 
have or can afford. Through leverage, you can effect change much more rapidly. The more 
leverage you have, the faster your journey to wealth will be.

One perfect example of leveraging is investing in a property. Paying RM10,000 on a property 
down payment, and borrowing RM90,000 to purchase a RM100,000 property. You have a 
leverage ratio of 10:1 — for every RM10 of the asset, you’ve put in RM1 of equity (your own 
money).

If house prices rise by 10%, how much did you make? The property is now worth
RM110,000, and after paying your RM90,000 debt you’re left with RM20,000.
That 10% growth became 100% profit on your initial investment!

Another common use of leverage in Malaysia is taking up an Amanah Saham Bumiputera 
(ASB) loan. Some local banks provide ASB loans for investors who are interested to invest 
in ASB but do not have resources to do so. However, is it worth it?

Without leverage With leverage

RM1,000
Investment capital

10%
Rate of returns

RM100
Returns

RM1,100
Returns

RM1,000
Investment capital

10%
Rate of returns

RM10,000
Leverage

Excluding cost of leveraging
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ASB ReturnsASB Loan

Selling for a profitRent
Earn an income by letting out property to 
tenants

Buy a property and later sell it at a higher 
price

If you are confident that you will are able to consistently service your ASB loan for the first 
year, getting a loan to invest in ASB is quite an attractive way to get your foot in.

Loan is just one of the ways you can use leverage to gain better investment returns. Other 
types of leverage available are margin, options, and futures. 

Sounds good? Before you continue, keep in mind that investment leverage is not for 
conservative investors or those who don't fully understand the mechanism. Just as 
leverage can multiply your gains in a short amount of time, it can do the same in reverse, 
and trap you in a dizzying downward spiral of losses.

Investing in fixed assets 

The most common way to leverage in your investment is through the investment of fixed 
assets. 

A fixed asset is anything that has commercial or exchange value, generates revenue, has a 
life longer than one year and has a physical form. The first thing that come to most people’s 
mind when it comes to fixed assets is property. 

Properties are the most common fixed assets to be invested in. With property, there are two 
main potential ways to make a return:

ASB loan amount: RM200,000.00

Interest rate: (BR) + 2% p.a.

Loan tenure: 25 years

Monthly instalment: RM1,193

Total paid for first year: RM14,316

Average rate of dividend: 8%

RM200,000 x 8% = RM16,000

Your return in the first year: 

RM16,000 – RM14,316 = RM1,684
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Though various cooling measures have been implemented by the Government to curb 
property speculations, or more commonly known as “property flipping”, the property 
investment market is still a good option for investment. 

The difference between an investor and a speculator is, investors buy to let, while speculator 
buy to flip. Unlike speculators who look solely for capital growth, buy-to-let investors look for 
both good rental yield and capital growth.

If you are considering investing in property or improving your returns on a buy-to-let 
you already own — it’s important to do things right. Here are some important factors to 
consider when you are looking to invest in a buy-to-let property. 

1. Choosing the right property

Different types of property can help you achieve different goals. So, first you have to 
decide which objective takes precedent — is it high rental yield or is it capital gain that 
you are looking for?

Rental yield per annum is the percentage return based on rental income from the property 
after deducting the expenses incurred to maintain the property versus the total purchase 
price of the property. Capital gain on the other hand is the gain or loss incurred after selling 
the property.

To decide on the property to get for buy-to-let, you need to find out everything about the 
location, target market and the property type to determine the best return for your 
money.

The general rule of thumb is that a high-rise usually will yield better rental, while a 
landed property has a higher rate of capital gain.



However if you have to get the property with a home loan (like most people), it is important 
to include the annual interest incurred in the calculation as well. For example, you get a 
fixed rate loan for 35 years at 4.39% with a 90% margin of finance. Your loan instalment for 
the first year is RM22,922.16.

2. Do your math

Once you have done your research and have made a decision on what property to 
buy and where, then you need to ensure that you will get the rental yield that makes 
the investment worthwhile.

For example, if you are buying a 965-square-foot condominium unit in Cyberjaya, 
selling at RM455,000, the market rate for rental is RM1,800 for a partially furnished 
unit. 

Some of the cost that may be incurred in a year are the maintenance fee (RM0.25 
per square foot), assessment tax, quit rent and mortgage insurance. Let’s assume 
that the cost of maintaining a unit in Cyberjaya runs up to RM3,000 a year.

The net rental yield for this property is calculated as such:

=[(Monthly rental x Number of months in a year) – Annual cost of maintenance] ÷ 
  Purchase price] x 100
= [(RM1,800 x 12) – RM3,000] ÷ RM455,000) x 100
= 4.08% per annum

Net rental yield

= [Annual rental - Annual cost of maintenance - total installment paid]
   / Selling Price x 100
= (RM21,600 - RM3,000 - RM22,922.16)/RM455,000 x 100 
= -0.95% per annum

Net rental yield
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4. Know your target market

Most first time property investors make the mistake of imagining whether they would like to 
live in the investment property, instead of putting themselves in the shoes of the target 
tenant.

If you are targeting student tenants, you should look at properties near campus, have 
convenient public transportation, and a low rental. However, if you are targeting family, 
you should get a bigger property with at least three bedrooms.

For local families, they would prefer properties that are empty, as they usually have their own 
furniture and would like to decorate it according to their preference. However, expatriate 
families may prefer a bigger property that is fully furnished and near international schools.

Deciding on your target market can help you narrow down your investment options and fine 
tune your strategy.
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The above rental yield is not really promising. The monthly repayment for the home loan 
is already RM1,910.18. That’s RM110 more than the rental received. If you put your 
money into a fixed deposit account with an interest rate of 4.15%, you can probably get 
higher return than putting it into a property.

Calculate the rental yield before taking the plunge to ensure your money is working as 
hard as it should in the investment.

3.  Manage your investments

If you decide to manage the property on your own you must be prepared to set aside time 
for it. From the beginning, you will have to bring your potential tenants to view the property, 
and then prepare the tenancy agreement, collect rental, pay maintenance fee and taxes, as 
well as any repairs that need to be done during the tenancy period.



Whichever property you decide to get for your buy-to-let investment, the decision should 
be made based on a long-term view. Make sure you have enough money put away to cope 
with any unforeseen repairs and maintenance costs that may arise.
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5. Tax implications

There are some personal taxes that you need to be aware of:

Property tax

Income tax

Capital gains tax
(Real Property Gains Tax (RPGT)

Assessment tax 
• Flat rate 6%  
• Payable in two instalments
• Based on annual rental value of the property

Quit rent
• Payable once a year for landed property
• Rate of RM0.035 per square foot per annum

Rental income tax
• Total income exceeding RM5,000 will be taxable
• Costs associated with the buy-to-let property can be offset
  against your rental income

• Tax you pay when you sell off the property within the first five years.
• RPGT is charged only on net gains (profit) after deducting original
  purchase price, renovation costs and incidental costs such as legal fees. 

1st year

30%
2nd year

30%
3rd year

30%
4th year

20%
5th year

15%
6th year

0%

%



Most Malaysians are concerned about their vehicle, changing their car like changing 
their clothes, not knowing that they are doing their finances a major disservice. Let’s 
examine the true cost of owning a Proton Preve 1.6 CVT Executive at RM58,163.15 for 
five years, and an apartment in the Klang Valley for the same duration.
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Appreciating assets vs depreciating assets 

With the right choice of property, in the right location and managed right, a buy-to-let property 
will most likely be an appreciating asset. However, there are items that LOOK like assets but 
are really liabilities since they depreciate, and unfortunately, most Malaysians have no choice 
but to purchase one of these – a personal vehicle. 

It’s true. It was reported that we have the world’s second most expensive car prices due to 
our high excise duty on cars. To make it worse, the total cost goes beyond its purchase price 
when you consider out-of-pocket expenses like petrol and insurance, plus the car’s loss in 
value over time (depreciation).

Cost of vehicle ownership

+
Financing

Road Tax

Depreciation

Maintenance & Repair

Insurance

Petrol

+ Others
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Proton Preve 1.6 CVT Executive
(Metallic) Purchase price:
RM58,163.15

Faber Ria Condominium.
Built-up area: 1,700 sq ft.
Purchase price: RM360,000 (2010)

Down payment (10%): RM5,820

Cost of financing: RM7,380
(2.82% p.a., 5 years)

Road tax: RM90 x 4 years = RM360

Insurance: RM1,800 x 4 years = RM7,200

Depreciation (51%): RM29,663.20

Petrol consumption for 5 years:
RM7,134 (RON95 RM2.05/litre, 1,000km per 
month, 5.8 litre/100km)

Maintenance & repair : RM4,435

Parking & tolls: RM15,000 (Estimated amount)

Total cost of ownership: RM76,992.20

Selling price after 5 years: RM28,500

Loss: RM48,492.20

Down payment (10%): RM36,000

Legal fees: RM2,970

Stamp duty (Sales & Purchase): RM6,200

Stamp duty (Loan): RM1,800

Monthly instalment: RM1,642 with interest
rate of 4.50% p.a. for 30 years.

5 years Loan Repayment: RM1,642 x12 months 
x 5 years = RM98,520

Renovation & furnishing: RM35,000

Assessment fee: RM1,100 x 5 = RM5,500

Quit rent: RM300 x 5 = RM1,500

Maintenance fee (0.20/sq ft): RM20,400

Total cost of ownerships after 5 years: 
RM207,890

Selling price after 5 years: RM790,000 (2015)

Cost over 5 years

Rate of return:

Selling Price - Outstanding Loan - Cost of Ownerships 

Cost of Ownerships

(RM790,000 - RM294,817 - RM207,890)

RM207,890

= 138%

That is why a property is a capital appreciating asset, while a car? Not so much. 

Data as of: 11 November 2015
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It’s undeniable, money is a huge part of our life. It can determine what we can do and 
where we can go. For Adam and many of us, learning how to manage his money the right 
way is an important step toward taking control of his life.

Understand where his money is coming from, where it's going to, and how to make sure 
that the way he manages his money falls in line with the values that matter most to him – 
all these are steps he needs to take to ensure he reaches his financial goals.

All the steps and tips will not work if his mindset towards his finances does not change. 
The first step on the path to financial success is accepting responsibility. He is in control 
of his financial future, and every choice he makes can have an impact.

Everyone makes mistakes, and if you do make some financial mistakes, learn from it. Don’t 
be afraid to request for assistance, be it from family members, friends, banks or credit 
counselling agency. Nobody can make it alone on the path to financial success. 

J�rney to financial success



Want to take control of your finances like Adam, go through the following questions. If 
you answer yes to majority of the following questions, it’s time to consider getting help:

Some of these tips may be able to help you to escape your financial trap:

• Speak to your banks to negotiate new terms on your debts. This will help you pay off   
   your debt quickly without incurring even more interest. 

• Transfer your credit card debts to a low interest balance transfer credit card. This will 
  help you shave off significantly on your interest charges. 

• Engage a financial planner to help you map out a plan to pay off your debts, and work 
  towards your financial goals.  

• Speak to Credit Counselling and Debt Management Agency, or commonly known as 
  Agensi Kaunseling dan Pengurusan Kredit (AKPK) if you are having trouble paying your 
  bills. They will assist and work with you and your creditors to help reduce monthly
  payments and often eliminate portions of your debt. 

To be good at managing your money, you need to constantly do your homework and 
research before making any financial decisions, and a whole lot of discipline to make it 
work. Armed with the right knowledge, you will undoubtedly be on a smooth journey to 
financial success!
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Are you living pay cheque to pay cheque with no savings?

Do you leave some of your bills unpaid each month due to lack of funds?

Do you frequently make your payments late?

Are you using one credit card to make the payments on another? 

Do you have creditors calling you?

Are your loan or credit card applications being rejected?
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What y�’ve le�nt at a glance

1. Young, Free… and Broke
•Introduction to money management

2. Taking an Interest in Your Money 
•Fixed, floating or variable rate
•Types of interest calculation on loan products
•How does interest rates fluctuation affect you?

3.Covering all your bases
•The importance of contingency fund and how to save for it
•How to create a budget and stick to it
•What are the financial rule of three: savings, protection & retirement
•Why investing your money is better than just saving it
•What can you invest in?

4.The two faces of debt
•What are the ways to tackle debts? – Snowball and Snowflake Techniques
•What is debt-service ratio (DSR) and how it can impact your finances?
•Good debts: What’s the power of leveraging?
•Appreciating assets vs depreciating assets 

5. Journey to financial success
•Find out when it’s time to call for reinforcement to put your finances in order.
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This e-book has been provided for general information purposes only and the information 

contained has been obtained from sources believed to be reliable. Although care 

has been taken to ensure the accuracy of the information within this e-book, no 

guarantee, representation or warranty, whether express or implied, is made in 

respect of the accuracy, completeness or reliability of the data and information 

contained. Hong Leong Bank Berhad (“HLBB”) further does not warrant or guarantee 

the performance of any product(s) referred to in this e-book.

The information provided in this e-book does not constitute financial, investment or 

trading advice, nor should it be construed as an offer, recommendation or solicitation 

to buy or sell any securities or investments related to the securities of companies or 

product(s) mentioned in this e-book. In particular, expressions of opinion herein are 

subject to change without notice and this e-book was not prepared with regard to 
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specific person who may receive this e-book.

All applicable laws, regulatory requirements and rules, including current rules of 

Bank Negara Malaysia, should be referred to in conjunction with this document. 

HLBB does not accept any liability for any financial or trading decisions made on 

the basis of this information. You are advised to seek your own independent advice 

from your licensed financial or other professional adviser prior to making financial, 

investment or trading decisions.

The intellectual property in the materials presented belong to HLBB and Intelligent 
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