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Abstract: Newly industrialized and emerging countries of East and Southeast Asia were credited with relying on ‘repressed finance’ regimes during the course of rapid economic development where development banks have played an important role, especially during the first decades of state-led industrialization. In this regard, Malaysia represents a somewhat deviant yet a rich case since government intervention in financial sector has been mostly in the form of ownership, rather than policy loans, while development finance institutions, of which there are currently 13, continue being an integral part of government’s development agenda and development budget expenditures respectively. Following a dozen of interviews conducted with officers from development banks during September 2015 – February 2016 as well as policy makers, the study concludes that Malaysia’s development banks to a large extent have become ‘fund-managers’: soft-loan schemes continue being channeled through DFIs while they act more like administrators rather than financiers and the process of project appraisal resembles practices of commercial banks, which, in turn, reflects an extensive share of ‘traditional’ commercial banking performed by majority of Malaysia’s DFIs as well as general trends in development banking. 
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