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The rise of digital assets, ranging from cryptocurrencies to non-fungible tokens (NFTs), has 

significantly transformed the global financial landscape. In Malaysia, the growth of digital asset 

usage, particularly among tech-savvy young adults, continues to accelerate. Despite this 

momentum, the legal framework regulating digital asset trading remains fragmented, 

underdeveloped, and ill-equipped to safeguard the interests of consumers. This legal uncertainty 

has exposed Malaysian users to a wide array of risks including fraud, market manipulation, asset 

loss, and cybersecurity threats1. 

 
1 Suruhanjaya Sekuriti Malaysia, 2023 
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Malaysia currently regulates digital securities through the Capital Markets and Services Act 

2007, but this legislation only applies to certain types of digital tokens that meet the definition of 

"securities." Other forms of digital assets, such as utility tokens, stablecoins, and NFTs, continue 

to exist in a regulatory grey zone. The Consumer Protection Act 1999, while comprehensive for 

conventional commerce, lacks the specific provisions needed to address complex blockchain-

based transactions or smart contracts. As a result, consumers have limited avenues for legal 

redress in the event of fraud, negligence, or system failure2.  

 

The risks to Malaysian digital asset users are both multifaceted and evolving. Technologically, 

many digital wallets and exchange platforms are vulnerable to cyberattacks. Losing access to 

private keys often results in irreversible asset loss, with no recovery options available. The legal 

ambiguity around digital assets further complicates matters, especially in cross-border cases 

where questions of jurisdiction arise. Consumers are also increasingly affected by price volatility 

in digital asset markets, often driven by speculative hype or influencer promotions without 

appropriate risk disclosures. Reports indicate that 72% of Malaysian retail investors are unable to 

differentiate between utility tokens and digital securities, reflecting widespread financial illiteracy3 

.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
2 Razak & Hashim, 2023; Bank Negara Malaysia, 2022 
3 Suruhanjaya Sekuriti Malaysia, 2022; FinCoNet, 2023 
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In comparison, other jurisdictions have responded more decisively. The European Union 

introduced the Markets in Crypto-Assets Regulation (MiCA) to ensure transparency, licensing, 

and investor protection across member states. Singapore’s Payment Services Act 2019 employs 

a risk-based licensing framework under the oversight of the Monetary Authority of Singapore 

(MAS). The United States, United Kingdom, and the United Arab Emirates have all adopted multi-

agency models that balance innovation with regulatory control4.  

 

Given these global benchmarks, Malaysia must now develop a comprehensive and responsive 

legal framework tailored to its own needs. This includes proposing a Digital Consumer 

Protection Act that extends beyond securities to cover all types of digital assets. Such legislation 

should codify consumer rights, including access to full information prior to investment, the right 

to opt out of high-risk ventures, and entitlement to compensation in cases of fraud or negligence. 

In addition, a centralized oversight body provisionally named the Malaysian Digital Assets 

Council (MADM) should be established to issue licenses, monitor compliance, and serve as a 

primary point of contact for consumer complaints. Complementing this would be the formation 

of a Digital Consumer Tribunal to resolve disputes affordably and efficiently. 

 

Another vital aspect is the integration of Syariah compliance, particularly given Malaysia’s 

Muslim-majority context. Investments in digital assets must be scrutinized for elements of riba, 

gharar, and maysir, which may render certain products impermissible under Islamic law. As 

Malaysia seeks to position itself as a global Islamic finance hub, developing a codified Shariah-

compliant digital asset framework is both ethically necessary and strategically beneficial5.  

 

In conclusion, the current regulatory landscape in Malaysia lacks the necessary depth and breadth 

to protect digital asset consumers effectively. Risks associated with technology, legal ambiguity, 

market volatility, and unethical promotion practices all point to the urgent need for reform. A 

unified and forward-looking legal model, grounded in international best practices and sensitive 

to local values, can help Malaysia protect its citizens while enhancing its credibility as a trusted 

digital economy. Ultimately, consumer protection is not optional but a cornerstone of sustainable 

digital development in line with the Malaysia MADANI vision. 

 
4 European Securities and Markets Authority, 2023; Monetary Authority of Singapore, 2019 
5 Majlis Penasihat Syariah SC, 2022 
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Disclaimer: The contents are for general information purposes only and do not constitute 

legal advice and should not be relied upon as such. 

 

Credits: The featuring photos in this article are 

taken from internet sources for illustration purpose. 
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