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Refinement in Foreign Exchange Policy 
with Respect to Financial Guarantees 

 

The Central Bank of Malaysia ("BNM") has unveiled several changes to its Foreign Exchange Policy 

which are intended to provide greater flexibility, ease and efficiency to businesses. Amongst the new 

measures, which take effect from today, 30 April 2020, are the liberalising of the approval and 

registration process for financial guarantees.  They include the following:  

 

(a) Residents can freely obtain financial guarantees from unrelated non-residents.  

 

The liberalisation referred to above applies in the following situations: 

 

(i) Where previously, financial guarantees exceeding RM100 million or its equivalent in 

foreign currency which were obtained by a resident from a non-resident which was not 

part of its group of entities nor its direct shareholder, to secure its borrowings obtained 

from a resident or a non-resident within that resident borrower's group of entities, 

required approval from BNM; and 

 

(ii) Where previously, financial guarantees obtained by residents from non-residents in any 

amount whether in foreign currency or Ringgit, required registration with BNM within 

seven working days of their issuance,  

 

such financial guarantees no longer require BNM approval nor registration with BNM, as the 

case may be.  

 

(b) Residents can freely issue financial guarantees to non-residents.  

 

The liberalisation referred to above applies in the following situations: 

 

(i) Where previously, financial guarantees exceeding RM50 million or its foreign currency 

equivalent (i) to secure borrowings obtained by a non-resident which was not part of 

that resident's group of entities or (ii) to secure borrowings obtained by a non-resident 

which had obtained financing from a non-resident financial institution or any person 

which was not part of that resident entity's group of entities nor its direct shareholder, 

required approval from BNM; and 
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(ii) Where previously, a resident issuing financial guarantees exceeding RM50million or its 

equivalent in aggregate, needed to register such financial guarantees with BNM within 

seven working days of their issuance, 

 

such financial guarantees no longer require BNM approval nor registration with BNM, as the 

case may be. 

Notwithstanding this, financial guarantees which are issued to secure (i) foreign currency borrowings 

obtained by a non-resident special purpose vehicle from a non-related non-resident entity (which 

borrowings are subject to the borrowing limit rules prescribed by BNM) and (ii) the foreign currency 

borrowings obtained by a non-resident where the repayment of such borrowings are to be paid by a 

resident (which borrowings are subject to the investment abroad rules prescribed by BNM), require BNM 

approval.  

As part of the liberalisation, resident guarantors are now only required to submit an annual report on the 

status of the financial guarantees issued to or on behalf of non-residents to BNM's Jabatan Pengurusan 

Data dan Statistik (JPS) in respect of which reporting requirements will be issued in due course.  

The above sets out a summary of some of the main changes effected by BNM in respect of the financial 

guarantee approval/ registration regime, as published by BNM on its website as at 30 April 2020.  
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Rajah & Tann Asia is a network of legal practices based in South-East Asia. Member firms are constituted and regulated in accordance with local 
legal requirements and where regulations require, are independently owned and managed. Services are provided independently by each Member 

firm pursuant to the applicable terms of engagement between the Member firm and the client. 
 
This Update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally binding or 
otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which may result from 
accessing or relying on this Update. 



 
 

Client Update: Malaysia 
2020 APRIL 

 

 
 
 

 
© Christopher & Lee Ong | 5 

   

Our Regional Presence 

 
 
 

Christopher & Lee Ong is a full service Malaysian law firm with offices in Kuala Lumpur. It is strategically positioned to service clients in a range of 
contentious and non-contentious practice areas. The partners of Christopher & Lee Ong, who are Malaysian-qualified, have accumulated 
considerable experience over the years in the Malaysian market. They have a profound understanding of the local business culture and the legal 
system and are able to provide clients with an insightful and dynamic brand of legal advice. 
 
Christopher & Lee Ong is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, Malaysia, 
Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.    
 
The contents of this Update are owned by Christopher & Lee Ong and subject to copyright protection under the laws of Malaysia and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Christopher & Lee Ong. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business or operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Christopher & Lee Ong. 


