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LAWS OF MALAYSIA
Act A1042

FUTURES INDUSTRY (AMENDMENT) ACT 1998

An Act to amend the Futures Industry Act 1993.

ENACTED by the Parliament of Malaysia as follows:

Short title and commencement

1. (1) This Act may be cited as the Futures Industry (Amendment)
Act 1998.

(2) This Act comes into operation on a date to be appointed
by the Minister by notification in the Gazertte.

Amendment of section 2

2. The Futures Industry Act 1993 [Act 499], which in this Act
is referred to as the “principal Act”, is amended in section 2—

(a) in the definition of “futures broking business”, by inserting
after the word *“persons” the words “but does not include
the business of trading in futures contracts by a holder
of a futures fund manager’s licence on another person’s
behalf for the purposes of his futures fund management
business”; and '
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(b) by substituting for the definition of “futures fund
management business” the following definition:

¢ “futures fund management business”, in relation to
a person, means a business of—

(a)

(b)

Acr 125,

{c)

trading, under a discretionary authority
or otherwise granted under an agreement
with any other person or persons, in futures
contracts for the benefit of such other
person who is a party or persons who are
parties to the agreement, on the basis that
any money, property or interest acquired
by such party or parties to such agreement
may not be used or employed in common
with any money, property or interest of
any other person under like circumstances;

offering to any person for subscription,
or inviting any person to subscribe for
interests to which Division S of Part IV
of the Companies Act 1965 applies where
any of the money raised is intended to be
applied in relation to trading in futures
contracts; or

offering to any person for subscription,
or inviting any person to subscribe for
interests entitling such person to participate
as a beneficiary under a trust in profits
or income which comprise or include
profits or income arising from trading in
futures contracts,

but does not include an act that a person does—

(aa)

(bb)

(cc)

while employed by, or acting for, or by
arrangement with, another person;

as employee or agent of, or otherwise on
behalf of, on account of, or for the benefit
of, the other person; and

in connection with a futures fund
management business carried on by the
other person;’.
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New section 3B

3. The principal Act is amended by inserting after section 3A the
following section: '

“Restric-  3B. (1) No person shall establish, operate, maintain or
:‘:’;b‘l’i‘;h_ assist in establishing, operating or maintaining or hold
ment of himself out as providing, operating or maintaining a futures
f;‘;‘r‘;:f o, Market within or outside Malaysia, where futures contracts
cerain  that are based on, or may be settled by reference to, or

fuwres —in respect of any of the following, are regularly traded:

contracls.

{a) a security that has gained admission to be quoted

on a stock market of a stock exchange approved

Act 280. under subsection 8(1) of the Securities Industry
Act 1983;

(b) a numerical value level of any index comprising
the value or price or constituted by reference to
the value or price of any security referred to in
paragraph (a);

(c) a futures contract traded on an exchange company;

(d) an underlying instrument of a futures contract
referred to in paragraph (c) or a numerical value
level of an index, an interest rate or other factor
used in respect of such futures contract;

(e) the local currency within the meaning of subsection
Act 17. 2(1) of the Exchange Control Act 1953 or its
equivalent value; or

{f) any other instrument, index or factor as may be
prescribed by the Minister by order published in
the Gazette.

(2) No person shall participate or assist in or
facilitate—

(a) any transaction involving a futures contract; or

(b) any trading in a futures contract,

on a futures market referred to in subsection (1).
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(3) Subsections (1) and (2) does not apply to an exempt
futures market, a futures market of an exchange company
or a clearing house.

{4) Subsection (2) does not apply to the participation
in, assistance to or facilitation of any transaction involving,
or any trading in, a futures contract on a futures market
referred to in subsection (1) that are traded on an exempt
futures market, a futures market of an exchange company
or a clearing house.

(5) The Minister may, by order published in the
Gazette, declare that subsection (1)—

(a) shall not be applicable to a futures market either
within or outside Malaysia in relation to such
futures contracts or categories of futures contracts
specified in the order; or

(b) shall only be applicable to the futures market
referred to in paragraph (a) in such manner and
subject to such terms and conditions as the Minister
thinks fit.

(6) Nothing in this section shall affect a futures market
that is a Specified Exchange in so far as the trading in
futures contracts is not in relation to a futures contract
referred to in subsection (1).

(7) Any person who contravenes subsection (1) or
(2) shall be guilty of an offence and shall be liable on
conviction to a fine not exceeding one million ringgit
or to imprisonment for a term not exceeding ten years
or to both.”.

Amendment of section 7

4. Subsection 7(2) of the principal Act is amended by deleting
the word “exchange”.
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Amendment of section 16

5. Section 16 of the principal Act is amended by inserting after
subsection (2) the following subsection:

“(2a) Subsections (1) and (2) shall not apply to a person
who is a holder of a futures fund manager’s licence whose
trading in futures contracts on another person’s behalf is for
the purposes of the first-mentioned person’s futures fund
management business.”.

Substitution of section 20

6. The principal Act is amended by substituting for section 20
the following section:

“persons  20. (1) The following persons shall be exempted from
;“"‘P‘. the provisions of sections 16, 16A, 17, 18, 18A and 19:
rom being
licensed
under the (a) person or persons or class of persons as the Minister

Act. may, on the recommendation of the Commission,
prescribe by order published in the Gazetre: such
exemption shall be subject to such conditions,
limitations and restrictions as the Minister may,
on the recommendation of the Commission, specify
in the same order; and

(b} without prejudice to the generality of the provisions
in paragraph (a)—

(i) an official receiver or a trustee under the
Act 360. Bankruptcy Act 1967;

(ii) a receiver, receiver and manager, or
liquidator, appointed by a court;

(iii) a receiver, receiver and manager, or
liquidator, appointed otherwise than by a
court;

(iv) a person appointed by a court;
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(v) a trustee or other person administering a
compromise or arrangement between a body
corporate and any other person or persons,;
and

(vi) any other prescribed person,

who, in the course of discharging his duties in
such capacity pursuant to any written law or court
order, does an act of a futures broker, futures
fund manager, futures trading adviser or
representative.

(2) Nothing in subsection (1) shall be deemed to exempt
the person or persons or class of persons prescribed or
specified therein from complying with other provisions
of this Act unless the Minister, on the recommendation
of the Commission, specifically exempts that person or
those persons or class of persons from complying with
those other provisions, by order published in the Gazette,
subject to such conditions, limitations and restrictions
as the Minister may, on the recommendation of the
Commission, specify in the same order.”.

Amendment of section 49

7. Section 49 of the principal Act is amended by inserting after
subsection (4) the following subsection:

“(4a) The Minister may make regulations providing for and
with respect to the giving of contract notes by futures fund
managers or any class of futures fund managers for transactions
entered into by them, or at their direction, on behalf of other
persons.”.

Amendment of section 51
8. Section 51 of the principal Act is amended—

{a) in the marginal note and in subsection (2), by inserfing
after the word “broker” the words “and futures fund
manager”; and



Futures Industry (Amendment) y

(b) in subsection (1), by inserting after the word “brokers”

the words “and futures fund managers”.

New sections 52c, 52p, 52k, 52F and 52¢

9. The principal Act is amended by inserting after section 528
the following sections:

(3

Interpre-
tation for
the

. purposes
of
sections
52p and
52e.

Operation
of trust
accounts.

52c. For the purposes of sections 52p and 52g—

“client’s money or property” means any money or
property received or retained by a futures fund manager
from, for or on behalf of a client, in connection with
trading in futures contract effected or proposed to be
effected, whether within or outside Malaysia, by the futures
fund manager on behalf of that client;

“custodian”, in relation to a trust account, means—

(a) a licensed institution appointed by a futures
fund manager with the prior written consent
of his client; or

(b) any other institution appointed or authorised
by the client of a futures fund manager;

“trust account” means a current, deposit or property
account which contains in its title the words “Trust
Account/Clients” maintained in accordance with section
52p.

52p. (1) Subject to section 526, a futures fund manager
shall open a trust account for his client’'s money or property
and shall make arrangements for a custodian to maintain
such trust account.

(2) The Commission may, where it thinks fit to do
so, exempt a futures fund manager from the requirement
under subsection (1) to arrange for a custodian to maintain
a trust account, and permit any other person to maintain
a trust account.
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(3) A futures fund manager shall pay his client’s money
or deposit his client’s property into a trust account not
later than the next bank business day following the day
on which the futures fund manager receives the client’s
money Or property.

(4) Notwithstanding subsection (1), where a futures
fund manager receives his client’s money or property in
a place outside Malaysia, the futures fund manager may
pay the money or deposit the property into a trust account
opened or maintained by him in that place.

(5) A futures fund manager shall not withdraw any
money from, or deal with any property in, a trust account
except for the purpose of making a payment to a person
entitled to it or where otherwise authorised by law.

(6) Except as otherwise provided in this Part, money
or property held in a trust account shall not be available
for the payment of a debt or liability of a futures fund
manager or liable to be paid or taken in execution of an
order or process of the court for the payment of a debt
or liability of a futures fund manager.

(7) A holder of a futures fund manager’s
representative’s licence shall neither accept nor hold a
client’s money or property unless he does so on behalf
of a futures fund manager in the course of his employment
under a contract of employment with the futures fund
manager. :

(8) Nothing in this Part shall be construed as taking
away or affecting any lawful claim or lien which any
person has against or upon any money or property held
in a trust account or against or upon any money or property
received for the purchase or from the sale of securities
or any other instrument or in respect of any trading in
any futures contract before such money is paid or property
deposited into the trust account,
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Application  52E. A futures fund manager shall not apply his client’s
of client's . . .
money or MoONey or property which he has received to trade in

property-  fiitures contracts for or on behalf of that client unless—

(a) he trades on the basis that the client’s money or
property is applied solely for specified purposes
agreed upon by the client when or before he
received such money or property;

(b) pending the application in paragraph (a), the money
is paid or the property is deposited into a trust
account by the next bank business day; and

(c) a separate book entry is recorded and maintained
for each client by him in accordance with this
Act or any regulations made under this Act, in
relation to the client’s money or property.

Rigtto  52F. (1) A futures fund manager shall supply, on
— °  demand, to his client or any person authorised by the

f:s's::;ion client, copies of all entries in his books relating to any
of contract  transaction.
notes, efc.
(2) A client of a futures fund manager shall be entitled
free of charge, either personally or by his agent, to inspect

any contract notes and other statements relating to any

transaction.
Non-  52G. Nothing in section 52p, 52 or 52F shall apply to
:g"r'::::;“ a corporation which manages money or property solely

cprations. — for or on behalf of any of its related corporations, provided
that the money or property of the second-mentioned
corporation which is being managed by the first-mentioned
corporation is not money or property held on trust or on
behalf of or beneficially belonging to any other person,
or arising from any investment contract as defined under

acr 125, subsection 84(1) of the Companies Act 1965 entered
into by the second-mentioned corporation.”.
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Amendment of section 53

10. Subsection 53(3) of the principal Act is amended by inserting
after the word “person” the words “with whom an agreement is
made or”,

Amendment of section 102

11. Section 102 of the principal Act is amended—

(a) in subsection (1), by inserting after the word “broker”
the words “and futures fund manager”; and

(b) in subsections (18) and (2), by inserting after the word
“broker” wherever appearing the words “or futures fund
manager”,

Amendment of section 103

12. Section 103 of the principal Act is amended—

(a) in subsection (1), by inserting after the word *“broker”
the words “and futures fund manager”; and

(b) in subsection 2—

(i) in paragraph (a), by inserting after the word
“broker” the words “or futures fund manager”;
and

(ii) in paragraph (b), by substituting for the word
“broker” the words “futures broker or futures fund
manager”.
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