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There has been much debate on acknowledging the value of a brand's intangible 
assets in a company's balance sheet. Malaysian companies have been slow to 
recognise their importance. This is a study by Brand Finance on the power of 
Malaysian brands. 
 
 
 
PETER Drucker, the renowned business author, wrote, "Business has two basic 
functions: marketing and innovation. Marketing and innovation produce results; all 
the rest are costs." In his habitually prescient way (he made this comment in 1954), 
Peter Drucker identified that the creation of customer value — through invention or 
through brands — is the only sustainable foundation for business.  
 
This comment has never been truer than it is today. In rising economies such as 
Malaysia, the supply of goods and services is increasing exponentially. This puts a 
premium on a brand's ability to communicate its unique ability to satisfy customer 
needs.  
 
This abundance of choice can be confusing for consumers, especially as the 
perceived differences between the products and services have narrowed. Paul 
Goldberger, the cultural correspondent of The New York Times, neatly encapsulated 
this phenomenon when he remarked that "while everything may be better, it is also 
increasingly the same." 
 
More goods, all of higher quality, chasing limited customer Ringgits creates an 
environment in which the sources of value creation have moved increasingly from 
tangible assets (such as plant and machinery) to intangible ones (such as brands, 
patents, customer databases and skilled workforce). This is an environment in which 
the scarce resources are not factories and goods, but rather talented people, good 
ideas and differentiated brands. 
 
Reflecting this shift in the sources of value creation, the market-to tangible-asset ratio 
based on Brand Finance Global Intangible Study 2007 for globally listed companies 
has risen from 64% in 2001 to 66% in 2007.  
 
Investors recognise that the productive resources of these companies are 
increasingly represented by assets that do not appear in the financial statements - 
patents, supply chain systems, distribution rights, skilled workers and brands. Within 
the S&P 500, there is only one industry sector - utilities - in which tangible assets 
represent more than 50 per cent of market value.  
 
However, in Malaysia, the recognition of intangible value is low compared to other 
countries. Looking at Chart X, only 40% of Malaysia’s market value is derived from 
intangible assets, as compared to the US where 70% of US market value is derived 
from intangible assets. This is partly a reflection of Malaysian managements' failure 
to recognise and invest in intangible assets. By the same measure it is also a 
reflection of the investment community's failure to recognise and invest in a 
company's intangible assets.  
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Chart X: Global Intangibles Study 2007 
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The growth of Asian companies in the earlier years has been driven by 
manufacturing and capital intensive industries. As Asian economies start to develop 
and mature, a shift to less capital intensive industries such as service will take place. 
Malaysia will see a shift in the way it values its companies. Chart Y below shows this 
shift taking place.  
 
 
Chart Y: Breakdown of Corporate Malaysia’s Balance Sheet 
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