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MALAYSIA DOUBLES DOWN ON CHIPS - THE NATIONAL
SEMICONDUCTOR STRATEGY

6 June 2024

The Prime Minister of Malaysia, Dato' Seri Anwar Ibrahim in his keynote address at the SEMICON
Southeast Asia 2024 on 28 May 2024 announced Malaysia’s National Semiconductor Strategy (‘NSS’) and
shared the salient features of the strategy.

The NSS will comprise three phases as follows:

e Phase 1 - Building on Foundations
This phase involves leveraging on industry's existing capacity and capabilities in the
semiconductor industry to support the modernisation of outsourced semiconductor assembly
and test (OSAT) services, with moves towards advanced packaging, growing existing fabs in
Malaysia and pursuing foreign direct investment (FDI) to expand capacity in trailing edge chips,
particularly power chips as well as develop local chip design champions.

e Phase 2 - Moving to the Frontier
In this phase, the country will pursue cutting edge logic and memory chips design, fabrication
and testing and look to integrate the purchasers of these chips and integrate local design
champions into the ecosystem of these advanced fab companies.

e Phase 3 Innovating at the Frontier
The third phase continues doubling down by supporting the development of world-class
Malaysian semiconductor design, advanced packaging and manufacturing equipment firms,
while at the same time attracting the buyers of advanced chips and other such cutting edge
companies to pursue advanced manufacturing in Malaysia.
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To keep on track, the Prime Minister also announced five headline targets for the NSS:

1. Investments: To court at least RM500 billion worth of investments in Phase 1, with domestic
direct investment (DDI) focusing on integrated circuit (IC) design, advanced packaging and
manufacturing equipment, and FDI focusing on wafer fabs and manufacturing equipment.

2. Company Growth: By Phase 2, to establish at least 10 Malaysian companies in design and
advanced packaging with revenues between RM1 billion to RM 4.7 billion (USD210 million to
USD 1 billion), and at least 100 semiconductor-related companies with revenues close to
RM1 billion (USD210 million), creating higher wages for Malaysian workers.

3. Research & Development Hub: Develop Malaysia as a global R&D Hub for semiconductors,
featuring world-class universities, corporate R&D, and centres of excellence, blending the
very best of Malaysian and international talent.

4. Training: Train and upskill 60,000 high-skilled Malaysian engineers.

5. Fiscal Support: The Government will allocate at least RM25 billion (USD5.3 billion) in fiscal
support to operationalise the NSS with targeted incentives, details of which are to be
announced by the Ministry of Investment, Trade and Industry (MITI).

The Prime Minister also added that the implementation of the NSS will be spearheaded by MITI, and that
the NSS will be a ‘living document’ evolving with the needs but remaining steadfast in the aspiration to
make Malaysia a major global player in accessible technology for all, powered by the country’s
semiconductor industry.

Comments

The launch of the NSS is a timely initiative to
ensure that Malaysia is not left behind in the race
to design and produce high-end semiconductors
for the rapidly advancing artificial intelligence (Al)
technology and the burgeoning demand for such
services.

It is also a strategy that leverages on one of
Malaysia’s existing strengths as the country has
more than five decades experience in the
semiconductor industry® and accounts for 13% of
the global market for chips packaging, assembly
and testing services®.

! Paragraph 8 of the Speech by Tengku Datuk Seri Utama Zafrul Tengku Abdul Aziz, Minister of Investment, Trade and Industry, Malaysia
at the launch of SEMICON Southeast Asia 2024. The Minister’s speech can be accessed here.
2 Timely push for chip sector; StarBiz; 29 May 2024.



https://www.miti.gov.my/miti/resources/Speech/%5bFINAL%5d_YB_MITI_SPEECH_Official_Opening_SEMICON_SEA_2024-05-28.pdf
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While the NSS is a step in the right direction for Malaysia to move up the value chain in investments in
manufacturing and services in the technology sector, a senior executive of the local subsidiary of a
multinational corporation cautioned that the lack of engineering talent within the country is an immediate
hurdle that must be overcome® in order for the targets of the NSS to be achieved.

As the saying goes, “The devil is in the details.” As it appears that the NSS strategy paper is not presently
available to the public, stakeholders in the semiconductor industry are no doubt eagerly awaiting the
unveiling of further details, such as timeframes, initiatives and incentives, that form part of the NSS.

Nevertheless, from the broad framework announced by the Prime Minister at SEMICON Southeast Asia
2024, it is clear that the Malaysian Government has doubled down on its bet on the semiconductor
industry. It has promised to throw RM25.0 billion into the pot. Will investors be convinced by the NSS to
do the same?

Article by:

SHEBA GUMIS
Partner
Corporate Practice

JOEY TIW
Senior Associate
Corporate Practice

T: +603 2081 3881
E: sheba@skrine.com

T: +603 2081 3880
E: joey.tiw@skrine.com

Note: The outline of the NSS in this article is based on the Prime Minister’s keynote address at the SEMICON
Southeast Asia 2024 which can be accessed here. The NSS document has yet to be uploaded on the website of
the Ministry of Investment, Trade and Industry as of 5 June 2024.

® Ibid.
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Welcome to Skrine, where legal excellence meets unwavering dedication.
We are a homegrown Malaysian firm known locally and internationally as
a beacon of trust and proficiency in the ever-evolving landscape of
jurisprudence. Founded on the principles of wisdom, fortitude and
ingenuity over 60 years ago, we navigate the complexities of the law
with precision and insight.

Through our wide range of practice groups managed by lawyers with
extensive experience, we work with our clients to achieve the results they
aspire. While keeping pace with rapid development on all fronts, Skrine
has remained steadfast in our commitment to champion your cause with
diligence, skill, and a relentless pursuit of justice.

OUR APPROACH

While fostering a one-to-one lawyer-client relationship is of significant
importance, in instances where cases do not fit neatly into one area of
law, we take advantage of the various practice groups and combine the
skills of our lawyers to ensure that all relevant legal issues are addressed.

ONE-STOP CENTRE WITH DEDICATED FOREIGN DESKS

We are a One-Stop Centre for all your business legal needs to help you
set up in Malaysia and hit the ground running. Beyond our borders, we
understand the significance of dedicated foreign desks and currently serve
three major markets including China, Turkey and Europe. A key benefit is
the seamless and efficient delivery of our services to multilingual nations
where our lawyers are proficient in Mandarin, Turkish, French, German
and Italian.

VALUE ADDED SERVICES

We recognise that from the perspective of our clients, the day-to-day
management of internal legal matters does not stop at specific cases that
require external legal counsel or representation. We therefore offer a
number of value-added services to keep abreast with updates in the law
and ensure internal compliance. This includes our e-alerts, newsletters,
in-house trainings, workshops and seminars on industry-related legal
topics.

FIRM AWARDS
As a testament to the high standards we uphold, Skrine has garnered
some of the top local and international awards for both legal firms and
individual lawyers (a full list can be viewed at our website). We are honoured
to have received some of the following:
» Chambers Asia-Pacific Leading Firm Year 2024
» Legal 500 Asia Pacific: Top Tier Firm Year 2024
o Chambers Asia-Pacific and Greater China Region Awards 2024:
Malaysia Law Firm of the Year
« asialaw: Malaysia Law Firm of the Year 2023
« Global Arbitration Review (GAR): Ranked in Top 100 International
Arbitration Practice 2012-2023
o IFLR 1000 2019-2022: Tier 1 Firm for Corporate/Mergers &
Acquisitions, Energy, Infrastructure and Oil & Gas
» Asian Legal Business: Regional Litigation Law Firm of the Year 2022




