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It’s always interesting, exciting even, 
to hear lady banker Raja Teh Maimu-
nah Raja Abdul Aziz on stage. She’s 
animated and passionate about the 
issues at hand.

Our paths have crossed at a num-
ber of conferences and forums in the 
last few years. A casual observation 
suggests that the Hong Leong Islamic 
Bank Bhd CEO/MD has been ped-
dling, with an almost preacher-like 
zeal, two concerns.

One, usage of the word “Islamic” 
for Islamic banks. Second, digital and 
the future of the banking industry.

We will leave the first point for 
another day. That’s a whole topic by 
itself, and a relevant one for the 
fast-growing Islamic finance sector of 
the nation.

Let’s look at how banks are doing in 
the new world that is constantly 
changing and reshaping itself due to 

the digital technology.
Her gripe? Financial institutions 

(FIs) have yet to truly embrace the 
digital world, even as the digital 
players are, slowly but surely, chip-
ping away their business.

“The most unfortunate thing about 
the finance industry is that we are 
living in denial. You believe that you 
have the divine right to manage 
money, because you are protected by 
the regulators...because you are 
licensed,” she told the Asian Institute 
of Finance (AIF) symposium entitled 
“Talent, Technology and Tomorrow’s 
Workplace” in Kuala Lumpur last 
month.

The concerns are real, and the con-
cerns are timely. And, it does look like 
most of our FIs are not blazing the 
trail when it comes to digital banking. 
We do have pockets of innovation 
when it comes to banks and the digi-
tal space, but, by and large, our FIs 
have much work ahead of them.

Digital disruptors are attacking the 
banking industry, redefining cus-
tomer expectations and reshaping 
industry boundaries, suggests a 

report released last year by global 
consulting firm Accenture entitled 
“Being digital: Digital strategy execu-
tion drives a new era of banking”.

From competitors to customers, 
processes to people, banking leaders 
who want to lead in a digital economy 
need to make fundamental changes to 

how they operate, the report adds.
What is the take-up rate for digital 

banking by customers? AIF has done 
some homework on this front. Its latest 
research report entitled “Digital Bank-
ing: Measuring the Consumer Pulse in 
Malaysia” suggests that mobile and 
Internet banking is now “experiencing 
high adoption rates” in Malaysia.

On the regulation front, Bank 
Negara Malaysia — the regulator for 
banks and insurers — has led the 
way. Towards end-July, the central 
bank issued a discussion paper on fin-
tech regulatory sandbox to “further 
encourage innovation and improve 
the delivery of financial services”. 

As we can see, the banking land-
scape is changing, fintech competi-
tors are advancing and the regulator 
has provided FIs with space to expe- 
riment with fintech solutions.

Now, that being the case, it is time 
for FIs to rise and blaze the trail on the 
digital banking front. The players 
which craft efficient and effective 
solutions will be better prepared to 
weather the next storm that will hit 
the financial industry.

Banks, beware! Here comes the digital storm

raja teh maimunah’s gripe on how banks 
are doing in the digital world is that Fis 
have yet to truly embrace it

RINGGIT eNds hIGheR vs us dollaR

the ringgit closed higher against 
the US dollar yesterday on the sur-
prised upside of China’s August 
trade data and an increase in oil 
prices, dealers said. At 6pm, the 
ringgit was quoted at 4.0420/0500 
against the greenback f rom 
4.0550/0610 on Wednesday. The 
data showed that China’s import 
growth, which rebounded to 1.5% 
year-on-year, was the first positive 
reading in well over a year. Mean-
while, it was reported that the 
higher oil prices came after the US 
industry data showed a decrease in 
crude oil stocks. The ringgit rose 
against the Singapore dollar to 
3.0012/0089 from 3.0106/0162 on 
Wednesday and increased against 
the yen to 3.9768/9866 from 
3.9923/9986. — Bernama
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The shipping industry is battling to stay afloat as crude oil prices and falling freight rates have 
led to mounting debts and arrest of vessels.  Both Joseph (left) and Sitpah concur that the 

government needs to fully appreciate the role shipping plays in the national economy
Read more on Page 11

Navigating through 
turbulent waters
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The nation’s shipping industry has been 
severely impacted by enormous overcapacity 
coupled with a slowdown in the oil and gas 
(O&G) sector and is in desperate need of con-
crete measures to develop the sector in a cohe-
sive and strategic way, says the Malaysian 
maritime society.

The International Malaysian Society of Mari-
time Law (IMSML) president Sitpah Selvarat-
nam told The Malaysian Reserve that the global 
shipping industry has been in the doldrums for 
some time now.

A practising lawyer by profession, Sitpah 
counsels, arbitrates and mediates at a local law 
firm Tommy Thomas Advocates & Solicitors.

Based on the Baltic and International Mari-
time Council (BIMCO) market analysis in May, 
the turning point has arrived to address the fun-
damental imbalance of the dry-bulk market. The 
association does not foresee any turnaround 
in the next couple of years and has cautioned 
shipowners to bite the bullet until 2019.

“We cannot expect any positive surprises 
from the slowly growing demand side. The 
enormous overcapacity of ships must be 
addressed starting now and continuing over at 
least the next three years,” said BIMCO presi-
dent Philippe Louis-Dreyfus.

The overcapacity, coupled with freight rates 
having declined alarmingly by as much as 26%, 
resulted in the association developing a “zero 
supply side growth” global scenario, which 
requires shipowners to neutralise the delivery of 
new ships every year by scrapping an equal 
amount of capacity from the existing fleet to 
stop supply side growth from 2017 onwards.

“The Malaysian shipping industry has not 
been spared and faces enormous overcapacity of 
vessels, with a mismatch in the number of ves-
sels against demand for cargo, especially dry 

bulk. This coupled with low freight rates make it 
extremely difficult to manage cashflows and the 
knock-on effect from creditors and loans,” Sit-
pah said.

“There were just too many ships out there as 
the industry was riding high in 2008 just before 
the global crisis resulting in the current overca-
pacity. The ship-owning business is capital and 
human-resource intensive,” she added.

It is also a heavily regulated industry to 
ensure safety and security, leaving industry 
players struggling to provide quality service at 
competitive prices. In the reactive environment, 
securing new loans is a Herculean task as banks 
have tightened their purse strings, Sitpah noted.

“Shipowners are servicing loans on vessels 
purchased at high prices when the market was 

at its peak. With the prevailing low freight rates 
and the weakening ringgit, meeting financial 
obligations has become a nightmare,” she said.

“The paradox is that ships are going at 
reduced rates now, however, securing loans has 
become almost impossible. To improve our neg-
ative transport balance of payment, we need 
more Malaysian registered ships,” she added.

Building an adequately skilled support sys-
tem from ship officers, spare parts suppliers and 
contractors, and dry docking specialists to 
insurers and lawyers to fortify the Malaysian 
shipping brand name will not be easy but it is 
critical, she noted.

“An entire ecosystem is needed to comple-
ment one another, sustain each other and grow 
together. Shipowners are hard pressed to keep 
afloat in monetary terms, to prevent arrests and 

eventual sale of vessels to pay off creditors. It is 
a major legal and economic challenge,” Sitpah 
acknowledged.

This is where IMSML comes in, launched in 
April this year, the fledgling society aims to play 
a prominent role in the regional maritime indus-
try by establishing a strong platform that 
focuses on knowledge sharing, collaboration, 
reform, dispute resolution and the collective 
drive towards industry excellence.

“IMSML will serve to raise awareness among 
maritime lawyers and the shipping industry 
about domestic and international maritime laws, 
regulations, standards and practices,” she said.

It will also provide training towards enhan-
cing skills and expertise in the context of mari-
time law, maritime arbitration and other areas 

associated with the maritime industry.
Boutique maritime law firm Joseph & Part-

ners founder and partner Jeremy M Joseph said 
that the main challenge in the industry is cash-
flow as shippers struggle to cope with high 
fixed operating costs in a volatile and cyclical 
environment.

“The climate today is supply exceeds demand, 
the fundamentals remain weak as gross domes-
tic product growth is feeble resulting in many 
vessels being forced out of work. As freight rates 
and asset values drop, operators are caught in a 
limbo as expenses are fixed without sufficient 
cashflow,” he said.

 “This has led to a mismatch of asset and lia-
bility according to the banks and the operators 
who need the money desperately,” noted Jeremy 
who is IMSML secretary.

Sitpah said restructuring debts with banks 
and finding the means to arrive at a satisfactory 
compromise is the top priority. There is also talk 
of a “danakapal” to assist the recovery of debts 
by financiers and revival of shipowners with 
strong corporate governance and fundamentals.

“Malaysia is at its best when we use our crea-
tive skills to resolve difficult circumstances, as 
we did in 1998 with Danaharta. I look forward to 
participating in the progress to relieve both the 
bankers and shipowners,” she said.

“As a dispute resolution lawyer, I observe the 
need for shipowners to pay greater attention to 
documenting and tracking their compliance. 
The backroom level of professionalism is vital to 
step up our maritime game and image,” she 
added.

Both Sitpah and Joseph concurred that the 
government needs to fully appreciate how 
shipping plays a role in the national economy 
and to place measures in facilitating industry 
expansion. With commitments to make the 
change, tax incentives and review of the ship-
ping fund are high on the list.

“Malaysia will benefit from a dedicated mari-
time commercial think-tank to sustain an inte-
grated buoyant shipping industry. Maritime 
demands are time-sensitive, so we cannot take 
years to study needs to implement them. The 
efficiency the industry demands is in terms of 
months, if not weeks to resolve issues and move 
forward,” Sitpah said.

Plans are on for a Malaysia Shipping Master 
Plan (MSMP) after consultation with the Trans-
port Ministry, through its agencies including the 
Marine Department and the Maritime Institute 
of Malaysia, as well as industry representatives.

MSMP is expected to propose, among other 
things, the participation of Malaysia’s fleet in the 
global energy and intra-Asean trade shipping, 
and the expansion of their operations in the 
domestic market.

The International Malaysian Society of 
Maritime Law (IMSML) is targeting to 
expand the number of members to 200 by 
the end of the year, said its president Sitpah 
Selvaratnam.

Just four months into operations, the soci-
ety has already attracted 130 members from 
various sectors of the maritime industry, 
including qualified arbitrators, foreign 
solicitors, local lawyers, captains, port 
authorities, business leaders and engineers 
who registered individually or through cor-
porate membership.

“We have received strong and positive 
response from the maritime industry and 
we have a major part to play in the industry 
as a maritime law society. The law is the nat-
ural interface for all maritime businesses 
and regulators. IMSML provides members 
with a cross-sector link to facilitate feedback 
and the solving of issues in the industry,” 

Sitpah told The Malaysian Reserve.
“We have both local and international 

members with 54% being qualified lawyers 
and the remaining 46% from maritime sec-
tor and related activities,” she added.

Launched on April 11 this year, IMSML 
aims to assist in the advancement of Malay-
sian maritime laws and practices in addition 
to forging cross-broader exchanges of ideas.

Sitpah said the society is looking to 
ensure that equality and best practices are 
implemented in Malaysia’s maritime arbi-
trators and laws, and to highlight Malaysia 
as a forum for local as well as international 
players to settle their disputes in Malaysia.

“Despite the advantage of allowing dis-
putants to bring in a foreign counsel and 
arbitrator of choice, Malaysia’s maritime 
players seem to overlook the competitive 
costs and high-quality dispute resolution 
infrastructure in Malaysia, and opt instead 

to settle their disputes outside the country,” 
she said.

“We have the backbone of UNCITRAL 
Model Law as our Arbitration Act and the 
rights to enforce awards in about 150 coun-
tries, under the New York Convention. 
Malaysia is well placed, but we need to 
ensure that maritime players are made 
aware of this and draw them to settle their 
disputes in the country,” she added.

Expanding on future plans, Sitpah said the 
society is working towards getting several 
maritime laws amended and passed by the 
year-end to ensure that the industry remains 
vibrant and meets international expectations.

“The state of maritime laws in a country 
reflects the government’s commitment to the 
maritime industry. Our priority now is to get 
the existing maritime laws upgraded. Unfor-
tunately, our maritime laws have not received 
the attention they deserve,” said Sitpah.

IMSML has identified several maritime 
laws that urgently require reviewing and is 
currently working with the authorities on 
the amendments.

“We would like to see the Carriage and 
Goods by Sea Act 1950 quickly amended to 
adopt the Hague-Visby Rules. We also 
would like to see the Bills of Lading and 
Analogous Document Act passed, as cur-
rently we are reliant on the UK Bills of Lad-
ing Act 1855. We need to enact our Admi-
ralty Jurisdiction Act, instead of deriving 
our admiralty jurisdiction from a Parlia-
mentary Act of England.

“Our Port Authorities Act 1963 needs to 
be revamped to reflect more of a national 
policy. This is the feedback coming from 
port authorities themselves. That’s the rele-
vance of IMSML. We hear the voices of the 
industry and are able to help craft the neces-
sary laws,” she said.

Navigating through turbulent waters

IMSML targets up to 200 members by year-end

The shipping industry is battling to stay afloat as crude oil prices and falling freight rates 
have led to mounting debts and arrest of vessels

The dry-bulk market could become profitable again in 2019 only if a series of extremely tough and sustained measures are taken by shipowners year-on-year
Bloomberg

The shipping industry is heavily regulated to ensure safety                   
and security, leaving industry players struggling to provide quality 

service at competitive prices
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