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1. Introduction 

Onn Kien Hoe 

Partner, Corporate Advisory 

Business success comes to those who know how to make good 

use of opportunities. When opportunities knock, hard work and 

talent create the conditions that allow businesses to flourish. 

Getting listed on the stock exchange, for example, is one of the 

opportunities that can steer a business towards growth, wealth 

and ultimately, further success.  

 

However, not all listed companies succeed. Businesses who 

know how to capitalize on their advantageous position can use 

their listing status to undertake strategies that will enhance their 

competitive position in the market. Indirectly, the successful 

company is one who knows how to harness the power of the 

Stock Exchange to get ahead of competitors. 

 

In this publication, we are honored to share our knowledge on 

how you can seize available opportunities on hand to grow big 

and prosperous by harnessing the power of the stock exchange. 

 

If you are contemplating strategies on how you can list your 

company on the stock exchange, raise capital or undertake 

other corporate exercises in order to grow your business, 

please feel free to talk to us. We will be glad to help you create 

the conditions for your business’ success and seize all the 

available opportunities that come with listing your company. 

Like the quote says “If opportunity doesn't knock, build a door.” 

We are here to help you build the door that will open up new 
avenues for growth.  
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The idea of capitalizing on the stock exchange is not new today – we have come across many success stories of companies that have 

benefited commercially from offering their shares to the public via the stock exchange. What sets a successful company apart from the 

rest is its ability to harness the power of the Stock Exchange to gain the competitive edge over their competitors.  

 

Some of the strategies one can employ to gain an advantageous position by listing on the stock exchange are as follows:- 

Illiquid asset to liquid asset 
Use the listing status to convert 

an illiquid asset i.e private 

company shares, to a liquid 

asset i.e. listed company shares 

Raise funds more efficiently 
Raise funds more efficiently via 

loans or shares than your 

competitors for your own 

business operations 

Incentive for staff 
Use share options as an 

incentive for key staff to drive 

corporate performance 

Waive personal guarantees 
Raise loan capital without 

having to pledge the 

shareholders’ personal assets 

or provide personal guarantees, 

thereby providing freedom in  

raising capital 

Long term investment 
Treat the listing as an 

investment in a long term 

asset which has value even 

if the listed company status 

is disposed of in future   

Undertake acquisitions 
Use funds or capital raised 

to acquire other companies 

or use your company shares 

as currency to acquire 

companies 

2. Gaining a competitive edge by listing on the  
stock exchange 
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New capital issued at 

current share prices 
Cheap funds 

Stock options as 

performance incentive 

New shareholders 

Existing shareholders 

Lenders e.g. banks 

Employees 

Deploy funds for 

business operations 

Deploy funds to acquire  

other companies or 

business assets 

2.   Gaining a competitive edge by listing on the stock exchange (cont’d) 

Turn your 

shares into a 

liquid asset 

Listed company 
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Example 1: Raising loans and capital as a PLC versus a non-PLC 

Capital is the fuel for expanding business operations or making acquisitions. Ease of access to plentiful capital supply is the dream of every 

businessman. His capacity to use capital is only constrained by his imagination and business acumen. However, capital is often limited.  

Capital especially does not come easy because lenders and shareholders are concerned with risk, return and repayment. A listed company 

may then be a partial answer because it is more transparent, has more corporate governance and more accountability. 
 

Cheap capital comes from a few possibilities – loans, bonds and convertibles. 

Getting cheap loans from the bank if you are a very trustworthy customer  
Your trustworthiness to the lender is higher if your company is large, stable, profitable and has a good 

track record of success. This leads to good credit scoring and reduced interest rates that will gain you a 

competitive edge against your competitors. 

Raising funds through share capital  

Funds can be raised if future shareholders are prepared to pay a good price to buy the shares issued by 

your company. You can issue your shares at market price and the proceeds will flow into the company 

which can then be used to buy business assets (property, plant or equipment or intangible assets such as 

intellectual property) or for working capital (i.e to finance inventory, trade receivables. etc).  

 

You can also use shares as a currency and capital to acquire other companies for your expansion.  

2.1  Using your advantageous position to raise funds effectively 
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Rights Issue 
One of the ways to raise capital is via a rights issue that is offered to all shareholders. The rights issue 

price can be based on prevailing market price of shares which therefore can garner more proceeds for 

the listed company. If the major shareholder does not have the funds to finance the rights issue, he can 

pledge the shares to a bank for a loan. The shares can be used as collateral. On the other hand, if his 

shares are unlisted, banks will not provide the financing because unlisted company shares are not 

acceptable as collateral. 

Special placement of shares to special investors 
Another way of raising funds is to place out shares to new investors. These investors can include strategic 

investors who can add value to the company via opening of new markets, providing special knowledge, 

connections, etc. This special placement can be done if the listed company shares are especially 

attractive. 

As an example, on 3 February 2020, TFP Solutions Berhad (“TFP”) (listed on the ACE Market of 

Bursa Malaysia) had announced their proposed private placement of up to 62 million new ordinary 

shares.  Based on TFP’s circular on 10 July 2020, this exercise was expected to raise gross 

proceeds of up to RM4.9 million which were mainly channeled towards working capital for their 

financial technology mobile product development. TFP’s shareholders approved this exercise on 4 

August 2020. 

2.1  Using your advantageous position to raise funds effectively (cont’d) 



© 2020 Crowe Malaysia PLT 8 

Relatively cheap funds can be obtained from banks and other 

lenders.  
 

1. Loans from banks 
 

Banks are more amenable to lending to listed companies due to 

their transparency, better accountability and greater perceived 

creditworthiness. As listed entities, banks generally do not require 

the personal guarantees of directors unlike private companies. 

They often perceive the risk of lending to listed companies to be 

lower and as a result, improve the listed companies’ credit scoring 

and reduce the interest cost. These are helpful measures for the 

listed entities to raise more loans and assist directors to shield their 

private assets from the creditors of the listed entity.  

2. Issuing of bonds 
 

Bonds are a good form of long term capital that can be used to fund 

long term projects. Bond interest rates can be reasonable and are 

attractive to bondholders who do not have any option other than 

placing their funds with banks which provide low fixed deposit interest 

rates. To expand the market for bonds, bonds can be listed. Listed 

bonds will interest institutional investors who may want the reasonable 

interest rates, easy disposal of the bonds, good creditworthiness of the 

borrowers etc. Lately, perpetual bonds without a fixed date of 

repayment have been popular as a form of even longer term capital. 

2.2   Raising funds via loans 
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Relatively cheap funds can be obtained from banks and other 

lenders (cont’d)  
 

3. Other instruments attached to shares 
 

Additionally, a rights issue comprising of an issuance of amongst 

others, shares and/or loan stocks, and warrants, offer companies the 

option to raise funds via its existing shareholders by allowing them to 

purchase the company’s shares and/or loans sometimes at a discount 

to the prevailing market price.  Shareholders gain the upside from the 

difference in price paid for the rights shares and the higher 

(theoretically) market price for the shares. 

 

 

As an example, on 27 December 2018, Malayan Flour Mills 

Berhad (“MFM”) undertook renounceable rights issues involving 

the issuance of redeemable convertible unsecured loan stocks 

(“RCULS”), and new (rights) shares, attached with bonus shares 

and warrants.  A total of RM275 million was raised upon 

completion of this exercise on 28 January 2019 which was  

mainly channeled towards capital expenditure and repaying 

revolving credit facilities.  The warrants were issued free on the 

basis of one (1) free warrant for every two (2) RCULS subscribed, 

and one (1) free warrant for every four (4) rights shares 

subscribed. 

2.2   Raising funds via loans (cont’d) 
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Many large companies have grown through acquisitions. Acquisitions provide the following advantages: 

a) New products which the acquirer does not 

have. This strategy therefore expands the 

product range of the enlarged company. 

b) Wider markets for the acquirer through a 

combination of new customer 

relationships, enlarged sales teams and 

market specialisations. 

c) Acquisition of greater talent by the 

acquirer from the acquiree company.  

d) A company that grows well and is 

profitable will command a higher PE 

multiple and therefore a higher share 

price. This virtuous cycle allows a 

company to grow even further by making 

use of their higher share price to 

undertake more acquisitions.  

It goes without saying that all acquisitions have to be integrated within 

the overall organization and their synergies maximized to enhance the 

value of the overall group. For example, if a listed company acquires a 

company, the listed company has to help the acquired company to 

improve the management, recruit new senior executives, introduce 

more aggressive marketing, invest into better products, provide an 

incentive scheme for executives, and help the company to open new 

markets. This improved strategy will enable the acquired company to 

grow, be more profitable and more valuable to the acquirer. 

2.3   Deployment of your capital as currency for undertaking acquisitions 

For example, a company has a PE of 10. Due to its policy of 

growing partly by acquisitions, the market valued the shares 

favourably at a PE of 15. It made profit of RM50 mil and 

therefore, the market cap was RM750 mil (PE of 15 x RM50 mil). 

It then acquired more companies. One of the companies 

acquired for cash was valued at a PE of 10. The profit of this 

acquired company was RM10 mil and the valuation was RM100 

mil (PE 10 x RM10 mil profit). After the company was acquired, 

the group now has profit of RM60mil (RM50 mil + RM10 mil). If 

the PE is 15, the market cap is RM900 mil (15 x RM60 mil). The 

increased market cap is RM150 mil whereas the acquisition cost 

is only RM100. The shareholders of the listed company therefore 

benefited by RM50 mil (RM150 mil – RM100 mil). 



© 2020 Crowe Malaysia PLT 11 

1. Before Corporate Exercise 2. During Corporate Exercise 3. After Corporate Exercise 

• Injection of new entity into Listed Co. 
 

New Entity’s Valuation: 

Annual profit  = RM10 million 

P/E Multiple   = 10 times 
 

New business value @ 100% equity 

= RM10 mil x 10 times 
 

= RM100 million 

Listed Co’s Valuation: 

Annual profit  = RM50 million 

P/E Multiple   = 15 times 
 

Listed Co’s value @ 100% equity 

= RM50 mil x 15 times 
 

= RM750 million 

Listed Co: 

Annual profit = 

RM50 million 
+ 

New entity: 

Annual profit = 

RM10 million 

Listed Co: 

Annual profit    = RM60 million 

Listed Co’s P/E Multiple = 15 times 
 

Listed Co’s Valuation after Corporate Exercise 

= RM60 mil x 15 times 
 

= RM900 million 

• Increase in Listed Co’s valuation 
 

=   RM900 million    –    RM750 million     
 

=  RM150 million 

• Gain to Listed Co’s shareholders 

= Increase in Listed Co’s Valuation – New entity Injection 

= RM150 million – RM100 million 

= RM50 million 

Illustration: Value improvement from corporate exercise 
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It is often said that men follow men. Men do not follow 

companies. Men especially follow good leaders who they trust 

that will bring them to a new level of success. Good leaders in 

turn know how to introduce good incentives to attract and retain 

good men. Good men need good incentives to attain their 

personal goals. They need to know the potential of the company 

and how they can work to realize their potential and the 

potential of their employers. To this end, stock options can be 

issued to key executives as an incentive whereby the options 

will vest on certain conditions eg if the share price reaches a 

certain price. In order to achieve the agreed price, the executive 

needs to work hard to drive performance within the company 

and help to grow the profits. If all the executives are aligned in 

their goal of growing the profits, the company will succeed. This 

collective alignment is a powerful force in the company. Stock 

options can therefore be used to incentivize key executives. 

2.4   Deploying your shares as a monetary incentive for attracting and retaining talent 
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An executive is issued with 100,000 share options. His current remuneration package is RM250,000 a year. The option will be vested with 

the executive when the shares reach a price of RM5. The present share price is RM2. When the share price reaches RM5, this executive 

will receive a gain of RM300,000 [100,000 x (RM5 -  RM2)] which is 120% of his remuneration package. This extra gain will be a good 

incentive to the executive. On the other hand, although the existing shareholders of the company have lost out a bit due to the dilution of 

their shares, the dilution is minimal in relation to the extra profits which can be distributed to them as dividends or in relation to the 

enhanced share price which the shareholder can enjoy through greater wealth as a result of the higher share price. 
 

It is interesting to note that this option of incentivizing employees is not available to non-listed companies. Listed companies thus has a 

distinct advantage over private companies in this respect.  

Before During After 

Listed Co. Employees 

• Price per share  

= RM2  

• Existing shares  

= 10 million  

• RM250,000 

salaries 

RM2 per 

share 

10 million 

existing 

shares 

RM250k 

salaries 

> Salaries 

Listed Co. Employees 

• Price per share  

= RM2  

• Existing shares  

= 10 million  

• RM250,000 

salaries 

• Listed Co’s 

shares 

RM2 per 

share 

10 million 

existing 

shares 

> Salaries 
> Share 
   options 

Listed Co. Employees 

• Price per share increased to 

= RM5  

• Gain to existing shareholders  

= (RM5 – RM2) x 10 mil shares 

= RM30 million 

• RM250,000 

salaries 

• Listed Co’s 

shares 

RM5 per 

share 

RM30  
million 

gain to existing 
shareholders 

RM250k 

salaries 

Listed Co’s 

shares 

RM250k 

salaries 

Listed Co’s 

shares 

effort 

profit 

Illustration: Stock options issued to employees 
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2.5   A listing is an investment in a long term asset 

a) A listing brings many advantages and perhaps, some disadvantages. The 

advantages can enhance the business success of the company. However, 

some companies may not be so fortunate and due to one reason or another, 

may not be so profitable. In the event that they have to exit from the business, 

the listed entity still has good value partly because of its listing status.  

 

 

 

b) If a company decides not to continue with its business, it can dispose of its 

business and later, sell off its listing status. As an example, the listed 

company sells off its business for say RM20 mil. The RM20 mil will be 

distributed to the shareholders as dividends or as proceeds from a capital 

reduction exercise. In addition, the listing status can be sold to new 

shareholders at an agreed price. As the mechanics for the disposal is quite 

complicated, it will not be elaborated here. However, if the listing status can 

be disposed for RM10 mil, the shareholders of the listed company will get to 

enjoy the additional proceeds of RM10 mil.  
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c) Using the same concept, companies that have terminated their business can still sell their listing status via a Reverse Takeover (RTO) 

to new incoming shareholders known as a “White Knight”. In such a case, the new shareholders will bring in a new business into the 

company and get shares in exchange. However, the existing shareholders will remain and their residual share in the listed entity will 

enable them to enjoy some value from their otherwise “lost” investment.  

Before During After 

Listed Co. White Knight 

• Existing business 

Existing 

shareholders 

Issues Listed Co’s shares equivalent 

to RM x million 

Injects new asset/ business at 

RM x million 

White Knight 
Pre-RTO 

shareholders 

Listed Co. 

• Existing business – 

potentially disposed of 

• New asset/business injected 

Illustration: Reverse Takeover (RTO) 
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3. Our Services   
 What can Crowe do for you? 
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3. What can Crowe do for you? 

a) LEAP Adviser to list a company on the LEAP Market 

Crowe Advisory Sdn Bhd is an Approved Advisor for the LEAP Market of the Bursa 

Malaysia. As an Approved Advisor, we are authorized to carry out both initial listing 

activities and post-listing activities for IPOs on the LEAP market. This authorization 

includes submitting IPO applications to the Bursa Malaysia and advising companies 

for such IPOs. 

 

b) IPO adviser to advise on preparing a company for an IPO 

Embarking on the journey from being a private company to becoming a publicly 

listed one can be exciting but complex. With strategies to consider, procedures to 

follow, tasks to complete and decisions to be made at every turn, having trusted 

consultants whom you can count on every step of the way will be a deciding factor 

on whether your IPO will make or break. 

As the number one IPO leader in Malaysia with over 20 years’ experience in 

successful IPO executions, Crowe Malaysia has assisted public and private 

company clients in reaching their goals through audit, tax, advisory, risk, and 

performance services. We are ready to help you overcome the hurdles to becoming 

a public listed company on the road of the long and demanding IPO process. 

 

c) Reporting Accountants for an IPO or corporate exercise 

We can act as “Reporting Accountants” for an IPO or a corporate exercise 

such as a rights issue. As ‘Reporting Accountants’, we provide assurance on 

the reliability of financial information disclosed in IPO documents prepared for 

submission to Bursa Malaysia and the Securities Commission of Malaysia.  

The submission documents take the form of an Information Memorandum for 

the LEAP Market and a Prospectus for the Main and ACE Market.  
 

 

d) External auditors of the listed company 

Generally, all companies are required to circulate their financial statements to 

shareholders within 6 months from their financial year end and file their 

audited financial statements with the Companies Commission of Malaysia 

within thirty days thereafter. Companies which are listed on Bursa Malaysia 

have additional requirements to file their audited financial statements and 

annual reports with the Companies Commission of Malaysia and Bursa 

Malaysia within 4 months of their financial year end.  

Crowe Malaysia is uniquely positioned to assist clients to comply with these 

audit requirements.  With 13 offices throughout Malaysia, and our position as 

the 5th largest accounting firm with more than 1,300 employees, we have the 

resources, industry knowledge and experience to conduct audits of 

companies in different industries with multiple business locations, and of 

different sizes and complexity. 

Crowe Malaysia is glad to be of service to you in an IPO and in your corporate journey as a listed company. We are able to act in the following capacities: 
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e) Internal auditors for internal audits and Enterprise Risk Management of the 

listed company (if Crowe Malaysia are not the external auditors) 
 

Internal audit is an important corporate function to deter corporate fraud and to assess 

whether company policies and procedures are being followed. Internal audit is a mandatory 

requirement for all companies listed on Bursa Malaysia (Malaysian Stock Exchange). Such 

audits can be conducted in-house or outsourced to a firm such as Crowe Malaysia. In some 

cases, internal audit may be co-sourced where both the company’s own internal audit team 

and Crowe Malaysia work collaboratively to perform internal audits so as to leverage off 

Crowe Malaysia’s deep expertise.  

One of the key requirements of the Malaysian Code on Corporate Governance is for the 

Board to establish an effective risk management and internal control framework, disclose the 

key features of the framework and the adequacy and effectiveness of the framework. At 

Crowe, we help clients develop the framework by identifying significant risks affecting the 

organization, assessing the risks and developing controls to mitigate and manage these 

risks. In addition, we can review existing internal control frameworks to assess whether they 

are still adequate and effective to comply with regulatory requirements, and accordingly, 

provide our recommendations to address any gaps noted. 

 

f) Tax consultants for IPOs and other corporate exercises 
 

IPOs and other corporate exercises require pre-exercise restructuring, a process that raises 

significant and costly tax issues if not handled properly. We, at Crowe, have extensive 

experience in assisting clients manage these tax issues. We can also act as corporate tax 

agents to manage the compliance tax affairs of the IPO company prior to and post exercise. 

3. What can Crowe do for you?  (cont’d) 
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Talk to us about your IPO and corporate aspirations today 

James Chan 

Partner, 

Audit 

Onn Kien Hoe 

Partner,  

Corporate Advisory 

Lee Kok Wai 

Partner, 

Audit 



© 2020 Crowe Malaysia PLT 20 

Klang 
Suite 50-3, Setia Avenue, 

No. 2, Jalan Setia Prima SU13/S, 

Setia Alam, Seksyen U13, 

40170 Shah Alam,  

Selangor, Malaysia 

 

Tel   +603 3343 0730 

Fax +603 3344 3036 

Kuala Lumpur 
Level 16, Tower C,  

Megan Avenue II,  

12 Jalan Yap Kwan Seng, 

50450 Kuala Lumpur, Malaysia 

 

Tel   +603 2788 9999   

Fax +603 2788 9899 

Penang 
Level 6, Wisma Penang Garden,  

42 Jalan Sultan Ahmad Shah,  

10050 Penang, Malaysia 

 

Tel  +604 227 7061   

Fax +604 227 8011 

Johor Bahru 
E-2-3 Pusat Komersial Bayu Tasek, 

Persiaran Southkey 1, 

Kota Southkey, 

80150 Johor Bahru, 

Johor, Malaysia 

 

Tel   +607 288 6627  

Fax +607 338 4627  

Muar 
8, Jalan Pesta 1/1, 

Taman Tun Dr. Ismail 1,  

Jalan Bakri, 84000 Muar,  

Johor, Malaysia  

 

Tel   +606 952 4328  

Fax +606 952 7328  

Melaka 
52 Jalan Kota Laksamana 2/15, 

Taman Kota Laksamana, Seksyen 2, 

75200 Melaka, Malaysia 

 

Tel   +606 282 5995   

Fax +606 283 6449 

Our Offices (West Malaysia) 
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Our Offices (East Malaysia) 

Kuching- Brighton Square 
2nd Floor, Lots 11994 - 11996, 

Brighton Square,  

Jalan Song, 

93350 Kuching, 

Sarawak, Malaysia 

 

Tel   +6082 285 566 

Fax +6082 285 533 

Kuching- iCom Square 
2nd Floor, C378, Block C, 

iCom Square,  

Jalan Pending, 

93450 Kuching,  

Sarawak, Malaysia 

 

Tel    +6082 552 688 

Fax +6082 266 987 

Miri 
Lot 2395, Block 4, 

Bulatan Business Park, 

Jalan Bulatan Park, 98000 Miri,  

Sarawak, Malaysia 

 

Tel   +6085 658 835  

Fax +6085 655 001 

Bintulu 
1st floor, Lot 4542-4543, 

Jalan Abang Galau Shophouse, 

Kampung Masjid, 97000 Bintulu,  

Sarawak, Malaysia 

 

+6086 333 328 Main  

+6086 334 802 Fax 

Sabah  
Damai Plaza 3, 3rd Floor, C11,  

Jalan Damai 88300,  

P.O. Box 11003, 

88811 Kota Kinabalu,  

Sabah, Malaysia 

 

Tel   +6088 233 733 

Fax +6088 238 955 

Sibu 
1st & 2nd Floor, 

 No. 1 Lorong Pahlawan 7A2,  

Jalan Pahlawan, 96000 Sibu, 

Sarawak, Malaysia 

 

Tel   +6084 211 777  

Fax +6084 216 622 

Labuan 
Lot 36, Block D, Lazenda Centre,  

Jalan OKK Abdullah,  

P.O. Box 81599,  

87025, Labuan, Malaysia 

 

Tel   +6087 417 128  

Fax +6087 417 129 
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About Crowe Malaysia PLT 

 

Crowe Malaysia PLT is the 5th largest accounting firm in Malaysia and an independent member of 

Crowe Global. The firm in Malaysia has 13 offices, employs over 1,300 staff, serves mid-to-large 

companies that are privately-owned, publicly-listed and multinational entities, and is registered with the 

Audit Oversight Board in Malaysia and the Public Company Accounting Oversight Board in the US. 

Contact us 

 

Crowe Malaysia PLT 

Level 16, Tower C, 

Megan Avenue II, 

12, Jalan Yap Kwan Seng 

50450 Kuala Lumpur 

Malaysia 

 

Tel. +603 2788  9999 

info@crowe.my  

About Crowe Global 

 

Ranked the 8th largest accounting network in the world, Crowe Global has over 250 independent 

accounting and advisory firms in 130 countries. For almost 100 years, Crowe has made smart decisions 

for multinational clients working across borders. Our leaders work with governments, regulatory bodies 

and industry groups to shape the future of the profession worldwide. Their exceptional knowledge of 

business, local laws and customs provide lasting value to clients undertaking international projects. 

http://www.crowe.my/
mailto:info@crowe.my

