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Executive Summary
Kuala Lumpur, as Malaysia's capital and the nation's political, economic, and cultural center, is leveraging
its  strategic  position  as  a  Southeast  Asian  international  financial  hub  to  seize  unprecedented
development  opportunities  amid  the  global  reallocation  of  capital.  Malaysia's  economy  achieved  5.1%
growth in 2024, maintaining strong momentum into 2025 with a projected full-year growth rate of 5.2%.
The  Greater  Kuala  Lumpur  region,  serving  as  the  core  engine  of  national  economic  development,
demonstrates strong appeal and growth potential in modern services, digital economy, and headquarters
economy.  AERI  considers  Kuala  Lumpur  a  strategic  anchor  for  Chinese  enterprises  expanding  into  the
Southeast  Asian  market,  particularly  suitable  for  investment  in  fintech,  corporate  headquarters,  data
centers, and high-end professional services.

Part I: City Overview

1.1 Geographic Location and Administrative Division
Kuala Lumpur (KL)  is  the federal  capital  of  Malaysia,  covering an area of  243 km² with  a  population of
approximately  2  million.  As  a  Federal  Territory,  Kuala  Lumpur  is  directly  administered  by  the  federal
government with an independent administrative system. The city is located in the southwestern part of
the Malay Peninsula, bordered by the Titiwangsa Range to the east and the Strait of Malacca to the west,
serving as an important hub connecting the east and west coasts.

Greater Kuala Lumpur encompasses the Federal Territory of Kuala Lumpur and parts of Selangor state,
with  a  total  area  of  approximately  2,793  km²,  making  it  Malaysia's  largest  and  most  developed
metropolitan area. The Malaysian government launched the "Greater Kuala Lumpur/Klang Valley Priority
Area" strategic plan in 2008, aiming to transform Kuala Lumpur into a world-class city.

Kuala  Lumpur  features  a  diverse  urban  layout.  The  city  center,  anchored  by  the  iconic  Petronas  Twin
Towers, forms the Bukit Bintang-Tun Razak financial and business core. The Titiwangsa area serves as an
emerging commercial center. The city's transportation network is well-developed, with Light Rail Transit
(LRT), Monorail, and KTM Electric Trains forming a comprehensive urban public transit system.

1.2 Population and Labor Market
As  of  2024,  the  Greater  Kuala  Lumpur  area  has  a  resident  population  of  approximately  8  million,
accounting for nearly one-quarter of Malaysia's total population. The demographic structure is relatively
young,  with  the  15-64  working-age  population  comprising  approximately  70%,  providing  ample  human
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resources for economic development.

Kuala  Lumpur  is  Malaysia's  most  diverse  city,  home  to  Malay,  Chinese,  Indian,  and  other  ethnic
communities. The Chinese population accounts for approximately 43% and the Indian community about
10%.  This  multicultural  fusion  creates  a  unique  social  environment  for  business  activities.  English  is
widely  used  in  business,  Malay  is  the  official  language,  and  Mandarin,  Cantonese,  and  Hokkien  are
commonly spoken in Chinese communities.

In  terms  of  workforce  quality,  Kuala  Lumpur  leads  in  Malaysia.  According  to  the  IMD  World
Competitiveness Ranking 2025, Malaysia ranks 23rd overall, with labor efficiency and skill levels as major
strengths. Kuala Lumpur concentrates prestigious higher education institutions including the University of
Malaya (UM), Universiti Putra Malaysia (UPM), and Universiti Kebangsaan Malaysia (UKM), producing large
numbers of high-quality graduates annually.

1.3 Economic Development and Industrial Structure
Kuala Lumpur is the heart of Malaysia's economy. In 2024, the Federal Territory of Kuala Lumpur's GDP
reached  approximately  RM  280  billion  (approximately  USD  63  billion),  accounting  for  over  15%  of
national GDP. Per capita GDP in Kuala Lumpur reached approximately USD 35,000 in 2024, far exceeding
the national average (USD 13,000) and ranking first among all states and territories in Malaysia.

The industrial structure is characterized by "services-led, manufacturing-supported":

  -  Services  sector:  Accounts  for  approximately  75%  of  GDP,  encompassing  finance  and  insurance,
wholesale  and retail,  real  estate,  professional  services,  and  information  and communications.  Kuala
Lumpur is a major Southeast Asian financial center, holding over 80% of Malaysia's banking assets.
  -  Manufacturing sector:  Accounts for  approximately 18% of  GDP,  concentrated in  the Klang Valley
area,  including  electronics  and  electrical,  food  processing,  printing  and  publishing,  and
petrochemicals.
  - Construction sector: Accounts for approximately 7% of GDP, benefiting from ongoing urban renewal
and infrastructure development.

1.4 Development Strategy and Planning
  - Greater KL Priority Area Plan (2010-2025): Aims to place Kuala Lumpur among the world's top 20
most  competitive  cities  by  2025,  focusing  on  six  strategic  areas:  infrastructure  connectivity,  talent
development, innovation ecosystem, business environment, livability, and sustainable growth.
  - Tun Razak Exchange (TRX): Malaysia's first international financial district, officially upgraded to TRX
City  in  February  2024,  focusing  on  finance,  technology,  digital  economy,  and  creative  industries.  It
has attracted HSBC Insurance, Huawei, Apple, and Lendlease, with total investment exceeding RM 8
billion.
  - Digital Economy Transformation: Kuala Lumpur is accelerating digital infrastructure development,
with  Google,  Amazon  AWS,  Microsoft  Azure,  and  Oracle  establishing  data  centers  or  cloud  regions,
positioning the city as Southeast Asia's digital hub.

Part II: Investment Environment and Policies
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2.1 Overall Business Environment Assessment
Malaysia  performs  excellently  in  global  business  environment  assessments.  According  to  the  World
Bank's Business Ready 2024, Malaysia ranks 12th among 184 economies globally, up 4 places from 2023
and first in Southeast Asia.

Core advantages for attracting foreign investment include:

  -  Political  and  economic  stability:  Malaysia's  constitutional  monarchy  provides  mature  and  stable
governance  with  strong  policy  continuity.  The  Anwar  administration  has  advanced  the  "Ekonomi
MADANI" framework, creating a pro-business environment.
  -  Strategic  location:  Located at  the heart  of  Southeast  Asia,  controlling the Strait  of  Malacca,  with
access to major Asian cities within 3 hours and global financial centers within 6 hours.
  -  World-class  infrastructure:  Including  international  airports,  deep-water  ports,  comprehensive

highway  networks,  and  modern  communications.  Grade  A  office  rents  offer  significant  cost
advantages over Singapore and Hong Kong.
  - Robust legal framework: Based on the English Common Law system, with mature and transparent
legal institutions, comprehensive IP protection, and effective arbitration mechanisms.

2.2 Foreign Investment Policy Framework
Malaysia maintains an open foreign investment policy. Foreign investors may hold 100% equity in most
sectors.  The  Malaysia  Investment  Development  Authority  (MIDA)  is  the  primary  investment  promotion
agency.

Key investment incentives include:

  - Pioneer Status: Eligible enterprises receive 70%-100% income tax exemption for up to 10 years
  - Investment Tax Allowance (ITA): 60%-100% tax allowance on qualifying capital expenditure, valid
for 5 years
  -  Reinvestment  Allowance:  Manufacturing  enterprises  reinvesting  profits  receive  additional

60%-100% tax allowance
  -  2025  National  Investment  Framework  (NIF):  Prioritizes  high-impact  investments  aligned  with
National Investment Aspirations

2.3 Tax System
  - Corporate Income Tax: Standard rate 24%. SMEs: 17% for the first RM 600,000 taxable income
  - Sales and Service Tax (SST): 5%-10% on manufactured goods, 6% on services
  - Withholding Tax: Dividends exempt; royalties, interest, and technical service fees: 10%-15%
  - Personal Income Tax: Progressive rates up to 30% (for income exceeding RM 2 million)

2.4 Priority Investment Sectors
  -  Financial  Services  &  Fintech:  Government  launched  "Digital  Finance  Sandbox"  for  innovative
product testing
  - Data Centers & Cloud Computing: Over RM 86 billion in data center investment attracted in 2024
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  - Corporate Headquarters & Shared Services: Cost advantages and talent pool for regional HQs
  - Creative Industries & Media: Multimedia Super Corridor (MSC) status provides tax incentives
  - Healthcare: Thriving medical tourism industry with world-class facilities

Part III: Chinese Enterprise Investment

3.1 China-Malaysia Economic and Trade Cooperation
China  is  Malaysia's  largest  trading  partner.  Bilateral  trade  reached  USD  212  billion  in  2024,  up  6.1%
year-on-year. Cumulative Chinese investment in Malaysia exceeds USD 20 billion as of end-2024. The two
countries  signed  the  Five-Year  Development  Plan  for  Economic  and  Trade  Cooperation  (2024-2028),
identifying  digital  economy,  green  development,  and  advanced  manufacturing  as  priority  cooperation
areas.

Over  500  Chinese  enterprises  currently  operate  in  Malaysia  across  infrastructure,  energy,  digital
economy, and manufacturing sectors.

3.2 Major Chinese Investment Cases in Kuala Lumpur
  - Infrastructure: China Communications Construction completed the TRX Central Residence project;
China Harbour Engineering participated in Port Klang container terminal expansion
  -  Digital  Economy:  Huawei  established  its  Southeast  Asia  regional  headquarters  and  cloud  data
center; ZTE participated in Malaysia's 5G network development
  - Financial Services: China Construction Bank and ICBC established Malaysian subsidiaries providing
corporate lending, trade finance, and cross-border settlement
  - Energy: CGN operates the EMPP gas power plant in Malacca with 2,242 MW capacity -- Malaysia's
largest power plant
  -  Real  Estate:  Gold  Mantis  established  a  Malaysian  subsidiary  for  high-end  hotel  and  commercial
projects

3.3 Investment Cooperation Models
  - EPC contracting: Design-procure-construct model for infrastructure and real estate projects
  -  Equity  investment:  M&A  or  equity  participation  (e.g.,  Hengyuan  Petroleum's  acquisition  of  Shell
Malaysia Refining)
  - Regional headquarters: Growing number of Chinese enterprises establishing Southeast Asia HQs in
KL
  - Joint ventures: Partnering with local enterprises for market access and operational expertise

Part IV: Corporate Financing and Capital Markets

4.1 Banking System
Malaysia has a mature banking system with 41 commercial banks (8 local, 33 foreign), 17 Islamic banks,
and 14 investment banks. Kuala Lumpur concentrates approximately 80% of national banking assets and
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90% of financial sector employees.

Key  local  banks:  Maybank  (largest  by  assets),  Public  Bank,  CIMB,  RHBank.  Key  foreign  banks:  HSBC,
Standard Chartered, Citibank, DBS, OCBC.

Malaysia  is  a  global  leader  in  Islamic  finance,  operating  a  Dual  Banking  System with  conventional  and
Islamic banking running in parallel.

4.2 Financing Channels
  - Commercial bank loans: Corporate, equipment, project, and trade financing
  - Islamic financing instruments: Murabahah, Ijarah, Musharakah
  - Capital market: Bursa Malaysia offers Main Market and ACE Market for listings; active bond market
including green bonds and Sukuk
  - Government financing: EXIM Bank, SME Bank, and development banks for East Malaysia

4.3 Foreign Exchange Management
Malaysia operates a managed floating exchange rate system. The Ringgit stabilized at approximately 4.4
MYR/USD  at  end-2024,  becoming  one  of  Asia's  best-performing  currencies  in  2025.  Capital  flows  are
largely open, with anti-money laundering regulations applying to large transactions.

Part V: Compliance and Legal Environment

5.1 Legal System Overview
Malaysia  follows  the  English  Common  Law  system.  Key  legislation  includes  the  Companies  Act  2016,
Contracts  Act  1950,  and  Sale  of  Goods  Act  1957.  Malaysia  is  a  signatory  to  the  New York  Convention,
with  arbitral  awards  enforceable  in  160+  countries.  The  Kuala  Lumpur  Regional  Centre  for  Arbitration
(KLRCA) provides professional arbitration services.

5.2 Company Registration and Compliance
  - Registration: Via the Companies Commission of Malaysia (SSM), typically completed in 1-2 working
days
  - Minimum paid-up capital: RM 1 for private limited companies
  -  Business  licenses:  Industry-specific  permits  required  (manufacturing  via  MIDA,  food  via  local
authorities, etc.)
  -  Employment compliance: Minimum wage RM 1,700/month (2025);  Employment Pass required for
foreign workers

5.3 Foreign Investment Compliance
  - Foreign equity: Fully open in manufacturing and most services; no local partnership required
  - Property acquisition: Minimum RM 2 million for foreign buyers of residential property in KL
  - Data protection: Personal Data Protection Act 2010 (PDPA) governs personal data handling
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5.4 Risk Alerts
  - Anti-corruption: MACC Act 2009 imposes strict penalties for commercial bribery
  - Labor compliance: Comprehensive employee protection laws; strict adherence required
  -  Environmental  compliance:  Environmental  Impact  Assessment  (EIA)  required  for  manufacturing
projects

Part VI: Living and Working Information

6.1 Climate
Tropical rainforest climate with year-round temperatures of 26-33degC and humidity of 70%-90%. Rain is
distributed fairly evenly throughout the year.

6.2 Transportation
  - Air: KLIA and KLIA2 airports, serving as major international aviation hubs
  -  Rail:  KL  Sentral  connects  LRT,  Monorail,  KTM,  and  airport  express;  MRT  Putrajaya  Line  fully
operational in 2025
  - Ride-hailing: Grab is the dominant platform

6.3 Education
  -  International  schools:  British  School  of  Kuala  Lumpur  (BSKL),  Garden  International  School,

Mont'Kiara International School -- annual fees RM 30,000-100,000
  -  Higher  education:  University  of  Malaya  (UM),  UPM,  UKM,  Taylor's  University,  Monash  University
Malaysia

6.4 Healthcare
Major hospitals include Gleneagles Hospital, National Heart Institute (IJN), Tung Shin Hospital, and Prince
Court Medical Centre. Private consultation fees range from RM 100-300.

6.5 Cost of Living
Item | Monthly Cost (MYR)
Apartment rent (1BR, city center) | 2,000-4,000
Meals (regular restaurant) | 15-30 per meal
Groceries | 1,000-2,000
Utilities (apartment) | 200-400
Public transportation | 100-300
International school tuition | 30,000-100,000/year

6.6 Visa and Residency
  - Short-term: Chinese citizens enjoy 30-day visa-free entry
  - Employment Pass: EP I (monthly salary >= RM 10,000, up to 5 years), EP II (RM 5,000-10,000, up to
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2 years), EP III (RM 3,000-5,000, up to 1 year)
  - Malaysia My Second Home (MM2H): Long-term residency program for qualifying foreigners

AERI Assessment

Investment Value Assessment
Kuala  Lumpur  possesses  significant  investment  value  as  Malaysia's  capital  and  a  key  Southeast  Asian
city. From a macroeconomic perspective, Malaysia offers political stability, robust economic growth, and
an excellent business environment. The city's strategic location at the heart of Southeast Asia, controlling
the Strait of Malacca, and its comprehensive aviation connectivity make it an important hub connecting
Eastern and Western markets.

Priority Investment Sectors
  -  Financial  Services  &  Fintech:  Digital  payments,  blockchain  applications,  insurtech,  and  Islamic
finance innovation
  - Digital Infrastructure: Data centers, cloud services, and smart city solutions
  - Corporate Headquarters & Shared Services: Cost and talent advantages versus Singapore
  - Healthcare: Medical tourism, premium medical facilities, and health insurance
  - Green Economy: Renewable energy, electric vehicles, and green finance

Risk Alerts
  - Market competition risk in popular investment sectors
  - Talent shortage and retention cost pressures
  - Policy change risk in specific industries
  - Ringgit exchange rate volatility

Investment Strategy Recommendations
  - Conduct thorough due diligence before investing
  - Select appropriate local partners
  - Prioritize compliance in all operations
  - Invest in local talent development and team localization
  - Establish comprehensive risk management mechanisms
  - Leverage Malaysia's regional hub position for synergistic development across Southeast Asia

*For  more  Asian  country  investment  guides,  visit  the  Asia  Economic  Research  Institute  website:
https://www.aeri.org.cn*
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