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S࢛ࢥTIࣔN �

Fiscal Risk and Liabilities

Overview
The fiscal risk landscape continues to be 
shaped by external uncertainties and domestic 
economic needs. Geopolitical conflicts pose 
risks to macro stability and trade flows 
which in turn could cause deviation from 
fiscal targets. Domestically, factors such 
as rising cost of living, regional disparity, 
ageing and climate change may heighten 
pressure on public finances. Furthermore, the 
implementation of the national development 
agenda under the Thirteenth Malaysia Plan, 
2026 – 2030 (Thirteenth Plan), mainly through 
investments in infrastructure, energy transition, 
improvements in public service delivery and 
support for economic sectors, will require 
efficient resource management. Consequently, 
meeting financing needs through budgetary 
allocations and borrowings, need to be 
managed in a prudent and balanced manner. 

Prudent management of government debt 
and liabilities, supported by the medium-term 
fiscal framework and comprehensive risk 
assessment, remains a priority in maintaining 
fiscal sustainability. Against this backdrop, 
the fiscal reform initiatives that have been 
consistently implemented over the last four 
years, supported by resilient growth and a 
robust financial market, have helped 
contain fiscal risk exposures. Furthermore, 
the Public Finance and Fiscal Responsibility 
Act 2023 [Act 850] mandates the Government 
to establish a comprehensive fiscal risk 
management, which is vital for mitigating 
vulnerabilities and absorbing unforeseen fiscal 
shocks. In this regard, the Government has 
progressed steadily towards enhancing fiscal 
transparency particularly on the disclosure of 
fiscal risk. These initiatives will collectively help 
build Malaysia’s economic resilience, improve 
public finance management and enhance 
stakeholders’ confidence.

,N)2R0AT,2N %2;

Reining in Risk: Towards the Publication of Malaysia’s Fiscal Risk 
Statement

Introduction

,Q�VWUHQJWKHQLQJࢉ��VFDO�UHVLOLHQFH�DQG�VXVWDLQDELOLW\��Hࢆ�HFWLYHࢉ��VFDO�ULVN�PDQDJHPHQW�LV�LPSRUWDQW�WR�HQVXUH�
WKH�*RYHUQPHQW�UHPDLQV�ZHOO�SRVLWLRQHG�WR�UHVSRQG�WR�HFRQRPLF�DQGࢉ��QDQFLDO�XQFHUWDLQWLHV��ZKLFK�PD\�
UHVXOW�LQ�SRWHQWLDOࢉ��VFDO�FRPPLWPHQWV.�:KLOH�WKH�RQJRLQJ�UHIRUP�LQLWLDWLYHV�KDYH�OHG�WR�D�WDQJLEOHࢉ��VFDO�
FRQVROLGDWLRQ�WUDMHFWRU\��YDULRXV�ULVN�IDFWRUV�VXFK�DV�WKH�PDFURࢉ��VFDO�HQYLURQPHQWࢉ���QDQFLDO�PDUNHW�YRODWLOLW\�
and contingent liabilities exposure need to be continuously assessed and prudently managed. In this 
UHJDUGࢉ���VFDO�ULVN�UHSRUWLQJ�IRUPV�DQ�LQWHJUDO�SDUW�RI�WKH�*RYHUQPHQWȆV�Hࢆ�RUWV�WR�HQKDQFH�ULVN�PDQDJHPHQW�
SUDFWLFHV�DQG�HYHQWXDOO\�VXSSRUW�WKH�VXVWDLQDELOLW\�RI�SXEOLFࢉ��QDQFHV.�$JDLQVW�WKLV�EDFNGURS��WKH�SXEOLFDWLRQ�
RI�D�)LVFDO�5LVN�6WDWHPHQW��)56��UHSUHVHQWV�DQ�LPSRUWDQW�VWHS�WRZDUGV�IXUWKHU�LPSURYLQJ�0DOD\VLDȆVࢉ��VFDO�ULVN�
management framework.
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:KDW LV D )LVFDO RLVN SWDWHPHQW"

$Q�)56�LV�D�FRQVROLGDWHG�SXEOLF�GRFXPHQW�WKDW�LGHQWLࢉ�HV��TXDQWLࢉ�HV��ZKHUH�IHDVLEOH��DQG�GLVFXVVHV�WKH�ULVNV�
WKDW�FRXOG�FDXVH�WKH�*RYHUQPHQWȆVࢉ��VFDO�RXWWXUQV�WR�GHYLDWH�IURP�LWVࢉ��VFDO�EDVHOLQH�DQG�PHGLXP�WHUP�
SURMHFWLRQV.�7KH�)56�SURYLGHV�DQ�LQWHJUDWHG�DVVHVVPHQW�RI�WKH�YDULRXV�VRXUFHV�RIࢉ��VFDO�ULVNV��LQFOXGLQJ�
macroeconomic shocks, contingent liabilities and structural exposures. It also provides an overview of how 
such risks have materialised in the past, as well as measures implemented and institutional arrangements 
made to monitor, manage and mitigate the risk. By bringing these assessments together within a single 
DQDO\WLFDO�IUDPHZRUN��WKH�)56�FDQ�SURPRWH�PRUH�LQIRUPHGࢉ��VFDO�GHFLVLRQ�PDNLQJ��VWUHQJWKHQࢉ��VFDO�
UHVLOLHQFH�DQG�EXLOG�FRQࢉ�GHQFH�LQ�WKH�*RYHUQPHQWȆV�DELOLW\�WR�PDQDJHࢉ��VFDO�ULVNV�RYHU�WKH�PHGLXP�WHUP.�

,QWHUQDWLRQDO %HQFKPDUNLQJ RQ )LVFDO RLVN 'LVFORVXUH

7KH�LPSRUWDQFH�RIࢉ��VFDO�ULVN�GLVFORVXUH�LV�ZHOO�HVWDEOLVKHG�LQ�LQWHUQDWLRQDO�VWDQGDUGV�DQG�EHVW�SUDFWLFHV.�$V�
illustrated in Figure 1, Pillar III of the IMF’s Fiscal Transparency Code (Fiscal Risk Analysis and Management) 
FDOOV�IRU�ULVNV�WR�SXEOLFࢉ��QDQFHV�WR�EH�GLVFORVHG��DQDO\VHG�DQG�PDQDJHG��ZLWKࢉ��VFDO�GHFLVLRQ�PDNLQJ�WR�
EH�Hࢆ�HFWLYHO\�FRRUGLQDWHG.�7KH�&RGH�DGRSWV�D�JUDGXDO�DSSURDFK��GLVWLQJXLVKLQJ�EHWZHHQ�EDVLF��JRRG�DQG�
DGYDQFHG�SUDFWLFHV��UHFRJQLVLQJ�WKDW�FRXQWULHV�PD\�SURJUHVVLYHO\�VWUHQJWKHQ�WKHLUࢉ��VFDO�ULVN�GLVFORVXUH�DQG�
PDQDJHPHQW�IUDPHZRUNV.�6LPLODUO\��WKH�2(&'�%HVW�3UDFWLFHV�IRU�0DQDJLQJ�)LVFDO�5LVNV�VWDWHV�WKDWࢉ��VFDO�
risk disclosure should explicitly identify potential deviations against both medium- and long-term forecasts, 
prioritising data that supports decision-making and accountability. In order to avoid information overload 
DQG�SURPRWH�LQIRUPHG�GLVFXVVLRQV��WKH�2(&'�UHFRPPHQGV�XVLQJ�FOHDU�ULVN�FODVVLࢉ�FDWLRQV��QXPHULFDO�
disclosure thresholds, visual tools such as risk matrices, and publishing narrative explanations when 
TXDQWLࢉ�FDWLRQ�LV�QRW�SRVVLEOH.

),*URE ৰ� Pillar III of the IMF’s Fiscal Transparency Code (Fiscal Risk Analysis and Management)

PULQFLSOH )RFXV :KDW WKH JRYHUQPHQW VKRXOG GR

'LPHQVLRQ ��� RLVN 'LVFORVXUH DQG AQDO\VLV ȁ SXEOLVK UHJXODU VXPPDU\ UHSRUWV 
RQ ULVNV WR ࢉ VFDO SURVSHFWV

����� 0DFURHFRQRPLF RLVNV 5HSRUW�KRZࢉ��VFDO�RXWFRPHV�PLJKW�GLࢆ�HU�IURP�EDVHOLQH�
IRUHFDVWV�XQGHU�GLࢆ�HUHQW�PDFURHFRQRPLF�DVVXPSWLRQV.

����2 SSHFLࢉ F )LVFDO RLVNV 3URYLGH�D�UHJXODU�VXPPDU\�UHSRUW�RQ�WKH�PDLQ�VSHFLࢉ�F�ULVNV�WR�
WKHࢉ��VFDO�IRUHFDVWV.

����� /RQJ�THUP )LVFDO SXVWDLQDELOLW\ 5HJXODUO\�SXEOLVK�SURMHFWLRQV�RI�WKH�HYROXWLRQ�RI�SXEOLFࢉ��QDQFHV�
over the long term.

'LPHQVLRQ ��2 RLVN 0DQDJHPHQW ȁ VSHFLࢉ F ULVNV VKRXOG EH UHJXODUO\ PRQLWRUHG� 
GLVFORVHG DQG PDQDJHG

��2�� %XGJHWDU\ &RQWLQJHQFLHV Maintain adequate and transparent budget allocations for 
contingencies arising during execution.
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PULQFLSOH )RFXV :KDW WKH JRYHUQPHQW VKRXOG GR

��2�2 AVVHW DQG /LDELOLW\ 0DQDJHPHQW Disclose and manage risks relating to major assets and 
liabilities.

��2�� *XDUDQWHHV Regularly disclose guarantee exposure, authorised by law.

��2�� PXEOLF�PULYDWH PDUWQHUVKLSV �PPP� Regularly disclose and actively manage obligations under PPPs.

��2�� )LQDQFLDO SHFWRU E[SRVXUH $QDO\VH��GLVFORVH�DQG�PDQDJH�SRWHQWLDOࢉ��VFDO�H[SRVXUH�WR�WKH�
.�QDQFLDO�VHFWRUࢉ

��2�� NDWXUDO RHVRXUFHV Value, disclose and manage the government’s interest in 
exhaustible natural resource assets and their exploitation.

��2�7 EQYLURQPHQWDO RLVNV $QDO\VH��GLVFORVH�DQG�PDQDJH�SRWHQWLDOࢉ��VFDO�H[SRVXUH�WR�
natural disasters and other major environmental risks.

'LPHQVLRQ ��� )LVFDO &RRUGLQDWLRQ ȁ ࢉ VFDO UHODWLRQV DQG SHUIRUPDQFH DFURVV 
WKH SXEOLF VHFWRU VKRXOG EH DQDO\VHG� GLVFORVHG DQG FRRUGLQDWHG

����� SXEQDWLRQDO *RYHUQPHQWV &ROOHFW�DQG�SXEOLVK�FRPSUHKHQVLYH�LQIRUPDWLRQ�RQ�WKHࢉ��QDQFLDO�
condition and performance of subnational governments, 
individually and as a consolidated sector.

����2 PXEOLF &RUSRUDWLRQV 5HJXODUO\�SXEOLVK�FRPSUHKHQVLYH�LQIRUPDWLRQ�RQ�WKHࢉ��QDQFLDO�
SHUIRUPDQFH�RI�SXEOLF�FRUSRUDWLRQV��LQFOXGLQJ�DQ\�TXDVLࢉ��VFDO�
activity.

Source: Fiscal Transparency Handbook (2018), IMF

$GGLWLRQDOO\��DFFRUGLQJ�WR�WKH�:RUOG�%DQNࢉ���VFDO�ULVN�GLVFORVXUH�SOD\V�D�FULWLFDO�UROH�LQࢉ��VFDO�WUDQVSDUHQF\�
and overall risk management, thus helping governments to identify, evaluate and communicate potential 
deviations from expected budget outcomes. Disclosing these risks not only strengthens public accountability 
EXW�DOVR�KHLJKWHQV�DZDUHQHVV�DQG�LPSURYHV�SUHSDUHGQHVV�LQ�WKH�HYHQW�WKDWࢉ��QDQFLDO�FRVWV�PDWHULDOLVH.

Complementing these international principles, the publication of an FRS, which has been institutionalised 
LQ�VHYHUDO�FRXQWULHV�LV�D�YDOXDEOH�UHIHUHQFH�SRLQW�IRU�0DOD\VLD.�7KHVH�FRXQWULHV�GHPRQVWUDWH�WKDWࢉ��VFDO�ULVN�
UHSRUWLQJ�GRHV�QRW�IROORZ�D�VLQJOHࢉ���[HG�WHPSODWH��EXW�HQFRPSDVVHV�D�VSHFWUXP�RI�SUDFWLFHV��UDQJLQJ�IURP�
a statutory statement embedded within annual budget documents to standalone reports, incorporating 
SUREDELOLVWLF�ULVN�DQDO\VLV�SURGXFHG�E\�LQGHSHQGHQWࢉ��VFDO�LQVWLWXWLRQV.�,Q�SDUWLFXODUࢉ���YH�VHOHFWHG�FRXQWULHV��
representing the advanced economies as well as regional peers, illustrate the varying degrees of maturity 
DQG�FRPSUHKHQVLYHQHVV�LQࢉ��VFDO�ULVN�GLVFORVXUH�DQG�UHSRUWLQJ��)LJXUH���.�%HQFKPDUNLQJ�DJDLQVW�LQWHUQDWLRQDO�
practices therefore provides useful guidance for Malaysia in shaping its own FRS, allowing relevant practices 
to be adopted progressively, in line with the country’s evolving analytical capacity and institutional readiness. 
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),*URE 2� Summary of Fiscal Risk Disclosure Practices Across Selected Countries

&RXQWULHV /HJDO EDVLV &RQWHQW RI WKH VWDWHPHQW 'LVWLQJXLVKLQJ IHDWXUHV

AXVWUDOLD Primary legislation 
(Charter of Budget Honesty 
Act 1998)

Ȏ�Statement of Risks in each 
Budget and the Mid-Year 
Economic and Fiscal Outlook.

Ȏ�Covers contingent liabilities, 
guarantees and general 
economic/policy risks.

Ȏ�Legally entrenched.
Ȏ�Risks below a 

materiality threshold are 
aggregated.

,QGRQHVLD ([HFXWLYH�SUDFWLFH��ࢉ�VFDO�
risk chapter in the annual 
��QDQFLDO�QRWHࢉ

Ȏ�Fiscal risk chapter covering 
macroeconomic assumptions, 
state-owned entities (SOE) 
and guarantee exposures, PPP 
obligations and natural-disaster/ 
contingent risks.

Ȏ� ,QWHJUDWLRQ�RIࢉ��VFDO�
risks into the budget 
��QDQFLDO�QRWH��H[WHQVLYHࢉ
treatment of SOEs, 
LQIUDVWUXFWXUHࢉ��QDQFLQJ��
government guarantees 
and practical mitigation 
measures.

NHZ =HDODQG Primary legislation (Public 
Finance Act 1989; Fiscal 
Responsibility provisions)

Ȏ�6WDWHPHQW�RI� VSHFLࢉ�Fࢉ��VFDO� ULVNV�
and contingent liabilities within 
the Budget Economic and Fiscal 
Update report.

Ȏ�4XDQWLࢉ�HG�DQG�XQTXDQWLࢉ�HG� ULVNV�
disclosed at each budget and 
update.

Ȏ�Legally entrenched.
Ȏ�Pioneer countries.

TKH PKLOLSSLQHV Executive practice via the 
Development Budget 
Coordination Committee 
(annual since 2011)

Ȏ�Annual Fiscal Risks Statement: 
macro risks, SOE, social security 
institutions, PPPs and other 
contingent liabilities, local 
government unit, natural 
disasters and a public debt 
sustainability analysis.

Ȏ�Closest emerging 
market and developing 
economies regional 
model.

Ȏ�4XDQWLࢉ�HG�FRQWLQJHQW�
liability tables and a 
Contingent Liability 
Fund.

UQLWHG KLQJGRP Independent body under 
VWDWXWRU\�UHPLW��2ࢇ��FH�IRU�
Budget Responsibility; 
Charter for Budget 
Responsibility)

Ȏ�Fiscal Risks and Sustainability 
report.

Ȏ�0DLQWDLQV�D� VWDQGLQJࢉ��VFDO� ULVN�
register.

Ȏ�HM Treasury issues a formal 
government response.

Ȏ�Produced independently 
of the executive.

Ȏ�The only such report by 
DQ� LQGHSHQGHQWࢉ��VFDO�
institution.

6RXUFHV�� )LVFDO�7UDQVSDUHQF\�+DQGERRN� �������� ,0)��2(&'�%HVW�3UDFWLFHV� IRU�0DQDJLQJ�)LVFDO�5LVNV�DQG�VHOHFWHG�FRXQWULHVȆࢉ��VFDO� ULVN� VWDWHPHQWV� �� UHSRUWV.�

0DOD\VLDȆV PURJUHVV TRZDUGV PXEOLFDWLRQ RI D )LVFDO RLVN SWDWHPHQW

0DOD\VLD�KDV�SURJUHVVLYHO\�VWUHQJWKHQHG�LWV�GLVFORVXUH�RIࢉ��VFDO�ULVN�VLQFH�����.�7KH�DQQXDO�)LVFDO�2XWORRN�
and Federal Government Revenue Estimates (FORE) report, tabled alongside the Budget, includes a 
dedicated section on Fiscal Risk and Liabilities, which provides information on Financial Guarantees, 
obligations under PPP arrangements and other liabilities. Furthermore, the debt sustainability analysis 
�'6$���LQFOXGLQJ�VWUHVV�WHVWLQJ��LV�SXEOLVKHG�RQ�D�ELHQQLDO�EDVLV�DV�SDUW�RI�WKH�*RYHUQPHQWȆVࢉ��VFDO�ULVN�
disclosure under the FORE.
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Against this backdrop, the Government has established the statutory and operational foundations for the 
planned publication of a dedicated FRS. The Public Finance and Fiscal Responsibility Act 2023 [Act 850] 
HPEHGGHG�WKH�LQVWLWXWLRQDO�IUDPHZRUN�IRUࢉ��VFDO�ULVN�PDQDJHPHQW�SROLF\�DQG�WKH�UHVSRQVLELOLWLHV�RI�WKH�
0LQLVWHU�RI�)LQDQFH�LQ�UHODWLRQ�WRࢉ��VFDO�ULVNV.�1RWDEO\��6HFWLRQ����RI�WKH�$FW�SURYLGHV�IRU�WKH�SXEOLFDWLRQ�RI�
D�GHGLFDWHG�)56��SURYLGLQJ�D�FOHDU�VWDWXWRU\�EDVLV�IRU�VWUHQJWKHQLQJࢉ��VFDO�ULVN�GLVFORVXUH�LQ�0DOD\VLD.�,Q�
DGGLWLRQ��WR�FRQWDLQࢉ��VFDO�ULVN�DULVLQJ�IURP�FRQWLQJHQW�OLDELOLWLHV��D�VWDWXWRU\�OLPLW�RI���%�RI�*'3�RQ�)LQDQFLDO�
Guarantees has been introduced as part of the Act.

Since the gazettement of Act 850, the Government has set in motion the groundwork for the publication of 
a dedicated FRS. The publication is envisaged to be undertaken in a measured and phased approach where 
each phase strengthens the foundation for the next, as illustrated in Figure 3. This will allow the necessary 
data, analytical capacity and institutional coordination to be developed progressively, ensuring the eventual 
FRS is supported by robust foundations and is aligned with Malaysia’s institutional capacity and readiness.

),*URE ৲� Phased Roadmap Towards Publication of the Fiscal Risk Statement

PURSRVHG EOHPHQWV RI WKH )LVFDO RLVN SWDWHPHQW 

6HFWLRQ����RI�WKH�$FW�VWLSXODWHV�WKDW�WKH�)56�FRQWDLQV�HOHPHQWV�SHUWDLQLQJ�WR��DPRQJ�RWKHUV��PDFURHFRQRPLF�
risk, level of Financial Guarantees, exposure to other liabilities as well as mitigation plans to contain 
��VFDO�ULVN�H[SRVXUH.�1HYHUWKHOHVV��FRQVLGHULQJ�UHOHYDQW�LQWHUQDWLRQDO�EHVW�SUDFWLFHV�DQG�RWKHU�FRXQWULHVȆࢉ
SXEOLFDWLRQV��WKHUH�DUH�VHYHUDO�SRWHQWLDO�DUHDV�WR�EH�LQFRUSRUDWHG�LQ�0DOD\VLDȆVࢉ��UVW�)56�DV�VKRZQ�LQ�)LJXUH��.�

Source: Ministry of Finance, Malaysia

1

2

3

4

5

6

Measure current information
Take stock of fiscal risk data published in the Fiscal Outlook, Financial Guarantee registers, PPP records 
and DSA stress tests; identify coverage and quality gaps.

Leverage multilateral assistance
Draw on technical assistance and peer learning from international multilateral institution to refine 
methodology and align with international best practices.

Improve personnel capability
Strengthen analytical skills in risk quantification, contingent-liability valuation and scenario and stochastic 
modelling through structured training.

Develop the risk database
Build a structured, centralised database consolidating exposures across Federal Government, 
statutory bodies and government-linked companies.

Enhance inter-agency data sharing
Establish reporting standards, templates and data-sharing protocols across divisions and agencies, 
with the Ministry of Finance as central coordinator.

Publication of FRS
Publish the Fiscal Risk Statement followed by continuous refinement.
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),*URE ৳� Elements of the Fiscal Risk Statement

&RPSRQHQW &RYHUDJH 'LVFORVXUH DSSURDFK

�� 2YHUYLHZ DQG FRQWH[W Purpose, scope and legal basis; summary of the 
��VFDO�EDVHOLQHࢉ�DQG�KRZ�ULVNV�PD\�FDXVH�GHYLDWLRQ.

1DUUDWLYH.

2� 0DFURࢉ� VFDO ULVNV Possibility of having a sensitivity analysis of 
UHYHQXH��H[SHQGLWXUH��GHࢉ�FLW�DQG�GHEW�WR�FKDQJHV�
in GDP.

Sensitivity and scenario 
analysis; fan charts over time.

�� E[SOLFLW FRQWLQJHQW 
OLDELOLWLHV

Financial guarantees, PPP obligations and 
other relevant commitments not captured as 
government debt.

4XDQWLࢉ�HG��IDFH�YDOXH���
materiality threshold applied.

�� ,PSOLFLW FRQWLQJHQW 
OLDELOLWLHV

In advanced phases, disclosure of potential 
VXSSRUW�WR�62(V��WKHࢉ��QDQFLDO�VHFWRU�DQG�VWDWH�
level exposure. 

To start as qualitative 
disclosure with possibility of 
PRYLQJ�WRZDUGV�TXDQWLࢉ�HG�
value, where feasible.

�� SSHFLࢉ F ULVNV Risks related to natural disasters and climate 
change, legal claims and other structural 
exposures.

Qualitative to quantitative; 
disaster-loss estimates.

�� RLVN PDQDJHPHQW DQG 
PLWLJDWLRQ

6WDWXWRU\�FHLOLQJV��H.J.���%�RI�*'3�JXDUDQWHH�
limit), guidelines, intervention plans and 
provisioning.

1DUUDWLYH�DQG�FXUUHQW�VWDWXV�
against the limits.

7� SXPPDU\ ULVN PDWUL[ Consolidated view of principal risks by potential 
.�VFDO�LPSDFWࢉ

Heat-map / Matrix.

Source: Ministry of Finance, Malaysia 

&RQFOXVLRQ

7KH�SODQQHG�)56�UHSUHVHQWV�D�ORJLFDO�DQG�LPSRUWDQW�H[WHQVLRQ�RI�WKHࢉ��VFDO�JRYHUQDQFH�IUDPHZRUN�
HVWDEOLVKHG�XQGHU�$FW����.�0DOD\VLD�KDV�DOUHDG\�GLVFORVHG�NH\�HOHPHQWV�RI�LWVࢉ��VFDO�ULVN�ODQGVFDSH�WKURXJK�
the FORE, including Federal Government debt, Financial Guarantees and debt sustainability stress tests. 
7KH�SXEOLFDWLRQ�RI�WKH�)56�ZLOO�FRPSOHPHQW�WKH�FXUUHQWࢉ��VFDO�VXUYHLOODQFH�UHSRUW��WDNLQJ�LQWR�DFFRXQW�
international standards and best practices. Moving towards a comprehensive FRS, this will require a 
whole-of-government approach, institutional coordination, as well as a phased implementation, which 
SURJUHVVLYHO\�H[SDQGV�IURP�HVWDEOLVKHG�DUHDV�VXFK�DV�PDFURࢉ��VFDO�ULVNV�DQG�FRQWLQJHQW�OLDELOLWLHV�WR�PRUH�
complex and harder-to-quantify exposures, including climate and institutional risks.  

$�FRPSUHKHQVLYH�)56�FDQ�IXUWKHU�VWUHQJWKHQ�0DOD\VLDȆVࢉ��VFDO�ULVN�PDQDJHPHQW�IUDPHZRUN�E\�SURPRWLQJ�D�
more systematic internal risk assessment, enhancing parliamentary and public oversight, and reinforcing 
WKH�FUHGLELOLW\�RI�WKH�*RYHUQPHQWȆVࢉ��VFDO�PDQDJHPHQW.�7KLV�LV�SDUWLFXODUO\�UHOHYDQW�DV�0DOD\VLDȆVࢉ��VFDO�ULVN�
exposure continues to require close monitoring and prudent management. In essence, the FRS should not 
RQO\�EH�YLHZHG�DV�D�PHDQV�RI�IXOࢉ�OOLQJ�WKH�UHTXLUHPHQWV�RI�$FW������EXW�DV�D�TXLQWHVVHQWLDO�VWHS�WRZDUGV�
VWUHQJWKHQLQJ�WKH�UHVLOLHQFH��WUDQVSDUHQF\�DQG�ORQJ�WHUP�VXVWDLQDELOLW\�RI�0DOD\VLDȆV�SXEOLFࢉ��QDQFHV.
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࢛ࣔ࣍࣠ࣔNࢥNT
ࣣ࣍ ࣍ILLIࣔN SࢵAࣣࢥ ࣔF ࣠ࢡࢰ

મ�ય

202� 202�2 202� 202�2

Guarantees under
  Act 96 352,856 354,418 17.4 16.2

Guarantees under
  Act 61 ������ 92,906 4.4 4.2

  Undertakings 
    and Supports

������ 28,953 1.4 1.3

  Guarantee Schemes ������ 63,953 3.0 2.9

TRWDO ��2���� ��7��2� 21.8 20.4

1� 1R� RXWVWDQGLQJ� REOLJDWLRQV� XQGHU� $FW� ��� DQG�$FW� ���
2 End-June 2026
Source: Ministry of Finance, Malaysia

TA࢚L��2 ࢥ� Financial Guarantees1,
2025 – 2026

࢛ࣔ࣍࣠ࣔNࢥNT
ࣣ࣍ ࣍ILLIࣔN SࢵAࣣࢥ ࣔF ࣠ࢡࢰ

મ�ય

202� 202�� 202� 202��

Federal 
  Government debt ��������� ��������� 65.2 63.1

Committed 
  guarantees ������� 248,285 12.1 11.4

Other 
  liabilities 143,683 136,151 7.1 6.2

TRWDO ��7�0�2�7 ��7�����0 84.4 80.7

1 End-June 2026

Source: Ministry of Finance, Malaysia and Public Private Partnership Unit 
(UKAS), Prime Minister’s Department

TA࢚Lࢥ ���� Federal Government Debt and 
Liabilities Exposure,
2025 – 2026

Debt and Liabilities 
Exposure
The Government remains steadfast in its 
commitment to enhance the transparency 
of fiscal reporting, guided by prominent 
international benchmarks such as the 
International Public Sector Accounting 
Standards and the IMF’s Public Sector Debt 
Statistics framework. As at end-June 2026,  
aggregate debt and liabilities1 amounted to 
50�����.�� ELOOLRQ�� HTXLYDOHQW� WR� ��.�%�RI�*'3�
������� 50�����.�� ELOOLRQ�� ��.�%�RI�*'3�.� 7KH�
Government will continue to closely monitor 
the level of these exposures and the associated 
risks, particularly commitments that may 
trigger future fiscal obligations, to ensure the 
risks remain manageable and aligned with the 
fiscal objectives mandated by Act 850.

1 Comprising Federal Government’s debt, committed guarantees and financial commitments derived from public-private partnership (PPP) and private 
finance initiative (PFI)

development and invest in strategic 
LQIUDVWUXFWXUH.�:KLOH� GLUHFW� ILVFDO� DOORFDWLRQ�
is provided to fund essential public goods 
and services such as healthcare, security 
and education, quasi-fiscal mechanisms are 
strategically deployed to support targeted 
financing programmes and major  
infrastructure rollouts. As one of the 
mechanisms, Financial Guarantees support 
the implementation of strategic programmes 
and infrastructure projects while promoting 
economic activities and prudent fiscal 
management. Governed by four primary 
legislations, namely the Financial Procedure  
$FW� ����� >$FW� ��@�� /RDQ�*XDUDQWHH�  
(Bodies Corporate) Act 1965 [Act 96], as well as 
the Loan Guarantee Acts of 1963 [Act 412]  
DQG� ����� >$FW� ��@�� WKH�PDQDJHPHQW� DQG�
reporting of Financial Guarantees have been 
further consolidated within the broader 
fiscal responsibility framework following the 
introduction of Act 850. As at end-June 2026, 
outstanding Financial Guarantees stood at 
50���.�� ELOOLRQ�� UHSUHVHQWLQJ� ��.�%�RI�*'3��
UHPDLQLQJ� EHORZ� WKH� ��%�RI�*'3� VWDWXWRU\�
limit, as required under Schedule 1 of Act 850.

Financial Guarantees
Malaysia continues to leverage both public 
and private resources to support national 
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NTITअࢥ
ࣣ࣍ ࣍ILLIࣔN SࢵAࣣࢥ

મ�ય
SࢵAࣣࢥ ࣔF ࣠ࢡࢰ

મ�ય
202� 202�2 202� 202�2 202� 202�2

'DQD,QIUD�1DVLRQDO� %HUKDG 92,395 92,095 26.2 26.0 4.6 4.2

Lembaga Pembiayaan Perumahan Sektor Awam 56,820 60,045 16.1 17.0 2.8 2.8

Malaysia Rail Link Sdn. Bhd.1 54,264 ������ 15.4 16.6 2.7 2.7

Prasarana Malaysia Berhad 42,650 43,950 12.1 12.4 2.1 2.0

3HUEDGDQDQ� 7DEXQJ�3HQGLGLNDQ� 7LQJJL�1DVLRQDO 41,450 42,450 11.7 12.0 2.0 1.9

Projek Lebuhraya Usahasama Berhad 11,000 11,000 3.1 3.1 0.5 0.5

Federal Land Development Authority (FELDA) ����� 5,880 2.1 1.7 0.4 0.3

1Malaysia Development Berhad 5,000 5,000 1.4 1.4 0.2 0.2

Suria Strategic Energy Resources Sdn. Bhd.1 ����� 4,641 1.3 1.3 0.2 0.2

Pengurusan Air SPV Berhad ����� 4,390 1.6 1.2 0.3 0.2

TRWDO RI TRS �0 RHFLSLHQWV �2���2� �2����� 91.0 92.7 15.8 15.0

Other Recipients 31,430 26,000 9.0 7.3 1.6 1.2

TRWDO JXDUDQWHHV ��2���� ������� 100.0 100.0 17.4 16.2

1 Subject to exchange rate valuation
2 End-June 2026
Source: Ministry of Finance, Malaysia

TA࢚Lࢥ ���� Major Recipients of Guarantees under Act 96,
2025 – 2026

Guarantees under Act 96

Guarantees issued under Act 96 represent 
the largest share of outstanding Financial 
Guarantees, primarily extended to statutory 
bodies and government-linked companies. 
These guarantees predominantly support 
capital-intensive infrastructures  
such as public transport and utilities, which 
typically involve long gestation periods  
and require partial government support  
to achieve financial viability. This approach 
enables the Government to facilitate strategic 
investments while optimising financing costs  
to support national development. As at  
end-June 2026, outstanding guarantees  
under Act 96 stood at RM354.4 billion  
RU� ��.�%�RI�*'3.

A segmental analysis shows that infrastructure 
DFFRXQWV� IRU� WKH� ODUJHVW� VKDUH� DW� ��.�%�� GULYHQ�
by large-scale public transportation projects 
such as the East Coast Rail Link (ECRL), Mass 
Rapid Transit (MRT), Light Rail Transit 3  
(LRT3) and highway networks. The services 
VHJPHQW� FRQVWLWXWHV� ��.�%��PDLQO\� FRPSULVLQJ�
guarantees supporting public servant home 
financing and tertiary education loans, followed 
E\� XWLOLWLHV� ��.�%�� DQG� LQYHVWPHQW� KROGLQJV�
��.�%�.�1RWDEO\�� WKH� H[SRVXUH� LV� FRQFHQWUDWHG�
among the top 10 beneficiary entities, which 
FRPSULVH� ��.�%�RI� WRWDO� JXDUDQWHHV� XQGHU�  
Act 96. From the currency risk perspective, 
��.�%�RI� WRWDO� H[SRVXUH� LV� ULQJJLW�GHQRPLQDWHG��
shielding the Government’s exposure against 
foreign exchange volatility. Furthermore, the 
portfolio has a weighted average financing 
PDWXULW\� RI� ��.�� \HDUV.�
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TA࢚Lࢥ ���� Committed Guarantees,
2025 – 2026

NTITअࢥ
ࣣ࣍ ࣍ILLIࣔN SࢵAࣣࢥ

મ�ય

202� 202�� 202� 202��

'DQD,QIUD� 1DVLRQDO� %HUKDG 92,395 92,095 37.6 37.1
Malaysia Rail Link Sdn. Bhd.1 54,264 ������ 22.1 23.7
Prasarana Malaysia Berhad 42,650 43,950 17.4 17.6
Urusharta Jamaah Sdn. Bhd.2 ������ ������ 10.1 9.8
Federal Land Development Authority (FELDA) ����� 5,880 3.0 2.4
1Malaysia Development Berhad 5,000 5,000 2.0 2.0
Suria Strategic Energy Resources Sdn. Bhd.1 ����� 4,641 1.9 1.9
Jambatan Kedua Sdn. Bhd.1 3,491 3,446 1.4 1.4
Turus Pesawat Sdn. Bhd. 3,360 3,360 1.4 1.4
GovCo Holdings Berhad 3,300 2,900 1.3 1.2
MKD Kencana Sdn. Bhd. 2,000 2,000 0.8 0.8
MKD Signature Sdn. Bhd.2 1,560 1,560 0.6 0.6
6\DULNDW� 3HUXPDKDQ� 1HJDUD� %HUKDG 265 212 0.1 0.1
TRX City Sdn. Bhd. 650 - 0.3 -
TRWDO 2���77� 2���2�� 100.0 100.0

1 Subject to exchange rate valuation
2 Guarantees provided under Act 61
3 End-June 2026

Source: Ministry of Finance, Malaysia

Guarantees under Act 61

Guarantees under Act 61 encompass 
undertakings, supports and public  
guarantee schemes. Undertakings and  
supports are instruments tailored for  
specific purposes such as strategic  
investments and corporate restructuring 
exercises. As at end-June 2026, undertakings 
and supports registered RM28.9 billion  
RU� �.�%�RI�*'3.�*RLQJ� IRUZDUG�� WKH�
Government will continue to strengthen  
risk mitigation measures for instruments 
related to undertakings and supports,  
including through the establishment of 
prudential parameters governing the  
issuance of these instruments.

Meanwhile, public guarantee schemes are 
administered by three entities, namely Syarikat 
Jaminan Pinjaman Perniagaan Berhad, Syarikat 
Jaminan Kredit Perumahan Berhad and Credit 

Guarantee Corporation Malaysia Berhad. 
These schemes are designed to support SMEs, 
sustainable and green investments as well as 
homeownership, particularly among youth and 
first-time homebuyers. As at end-June 2026, 
outstanding exposures under these schemes 
VWRRG� DW� 50���ELOOLRQ�� HTXLYDOHQW� WR� �.�%�RI�
*'3.�1HYHUWKHOHVV�� WKH� DVVRFLDWHG� ILVFDO� ULVNV�
from these schemes remain contained, with 
guarantees extended within prudent credit 
risk parameters established by participating 
financial institutions, complemented by 
ULJRURXV� RYHUVLJKW� E\� %DQN�1HJDUD�0DOD\VLD.

Committed Guarantees
Recipients of Financial Guarantees that 
receive various forms of support such as 
partial interest servicing, working capital 
provisions or temporary cash injections are 
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categorised as committed guarantees. The 
provision of financial support is to ensure 
continued implementation of critical projects 
and programmes with broader economic and 
developmental objectives. As at end-June 2026, 
committed guarantees stood at RM248.3 billion  
RU� ��.�%�RI� WRWDO� RXWVWDQGLQJ� )LQDQFLDO�
Guarantees. This position remained broadly 
stable compared with end-2025, as additional 
financing requirements for the ECRL project 
DQG�'DQD,QIUD�1DVLRQDO� %HUKDG�ZHUH� RIIVHW�
by the redemption of financing obligations by 
GovCo Holdings Berhad, TRX City Sdn. Bhd. 
and the Federal Land Development Authority 
(FELDA). 

Other Liabilities
Other liabilities comprise financial obligations 
arising from public-private partnership 
(PPP) and private finance initiative (PFI) 
arrangements. These financing mechanisms 
provide alternative avenues for supporting 
infrastructure development and public service 
delivery by mobilising private sector financing 
DQG�SDUWLFLSDWLRQ.�:KLOH� VXFK� DUUDQJHPHQWV�
can facilitate the delivery of strategic 
projects without requiring upfront budgetary 
allocations, the resulting long-term payment 
obligations remain an important component of 
the Government’s overall fiscal exposure and 
require careful consideration in assessing fiscal 
space and affordability.

Public-Private Partnership

The PPP framework facilitates collaboration 
between the public and private sectors in 
delivering infrastructure, assets and public 
services. Under the framework, private 
partners may finance, develop and operate 

projects in accordance with contractual 
arrangements that specify the respective 
obligations, risk-sharing arrangements  
and deliverables. The PPP projects are 
implemented through various financing 
models, including the user-pay model, which  
is primarily funded by the private sector and 
the co-financing model, where funding is 
shared between the Government and private 
sector.

As at end-June 2026, outstanding financial 
obligations under PPP finance lease 
DUUDQJHPHQWV� DPRXQWHG� WR� 50��.�� ELOOLRQ�
RU� �.�%�RI�*'3.�1HZ� DQG� RQJRLQJ� 333�
commitments will continue to be assessed in 
terms of value for money, affordability and 
the Government’s overall fiscal capacity, to 
ensure such arrangements remain feasible and 
financially viable. 

Private Finance Initiative

The PFI supports the delivery of public 
infrastructure and facilities by mobilising  
long-term financing from institutional investors. 
Since inception, PFI financing has funded 
projects across various sectors, including public 
utilities, education, affordable housing, skills 
development and maintenance of government 
facilities. Under these arrangements, financing 
was provided by institutional investors, 
including the Employees Provident Fund 
(EPF) and the Retirement Fund (Incorporated) 
�.:$3���ZLWK� WKH�*RYHUQPHQW� XQGHUWDNLQJ� WKH�
corresponding repayment obligations. As at 
end-June 2026, outstanding PFI obligations 
GHFUHDVHG� WR� 50��.�� ELOOLRQ� RU� �.�%�RI�*'3��
compared with RM41.4 billion as at end-2025. 
Combined with PPP finance lease obligations, 
other liabilities amounted to RM136.2 billion, 
RU� �.�%�RI�*'3�� DV� DW� HQG�-XQH� ����.
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Conclusion
Malaysia’s fiscal risk exposure remains 
manageable and well-contained, underpinned 
by a comprehensive risk management 
framework that continues to strengthen the 
identification, monitoring and mitigation of 
potential shocks to public finances. Under the 
institutional framework established by Act 850, 
the Government has progressively enhanced 
fiscal risk management by issuing formal 
guidelines and adhering to the statutory 
OLPLW� RI� ��%�RI�*'3� IRU� )LQDQFLDO�*XDUDQWHHV.�
These measures, together with strengthened 
monitoring of contingent liabilities and other 
sources of fiscal exposure, provide  
an important foundation for safeguarding  
fiscal sustainability.

Further refinements to the PPP framework 
will support more effective allocation and 
management of public resources. Concurrently, 
ongoing efforts to enhance the governance 
and oversight of goverment-owned entities 
through the proposed legislation on 
goverment-owned entities will help contain 

potential fiscal risks arising from the 
operations, financial obligations and reliance 
on government support. Furthermore, the 
enactment of the Government Procurement 
Act 2026 [Act 882] will reinforce governance, 
transparency and accountability throughout  
the public procurement cycle. This will 
strengthen controls over procurement-related 
risks while mitigating inefficiencies, cost 
overruns and broader fiscal exposures. 

Moving forward, the Government will continue 
to institutionalise fiscal risk management, 
notably through the development of a Fiscal 
Risk Statement to provide a comprehensive  
and transparent assessment of the 
Government’s fiscal risk exposures and the 
potential public finance implications.  
Together with more forward-looking and 
dynamic risk assessment embedded within 
public financial management, these  
measures will enhance the Government’s 
capacity to anticipate and manage emerging 
risks, enhance fiscal resilience, safeguard 
sovereign creditworthiness and preserve  
fiscal space to support the nation’s 
development aspiration.
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