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Update on EPF’s liquidity position following the revised i-

Sinar withdrawal conditions 

 

 

 

In this publication, we provide an update on the potential impact to EPF liquidity and local bond market 

based on the announcement of the latest PERMAI package announced on 21st January 2021; and the 

latest relaxation in withdrawal conditions for i-SINAR program, which is expected to allow more 

savers to withdraw to tie them over this thriving time.    

 

Nevertheless, we do not foresee the local bond market reeling from this measure as the well-capitalized 

and large investment-based institutions including other GLIC’s and Lifers are expected to be able to 

readily absorb the impact, especially for government bonds in the secondary market. In addition, the 

revenue stream from both the potential divestment of its investment assets and coupon plus dividend 

payments should be sufficient to cover the potentially higher withdrawals, whilst we are comforted by 

the fact that these are only short term measures.  

 

EPF’s contribution & withdrawal estimate update, February 2021 

Updates on estimation on contribution and withdrawal under the various programs which we originally  

penciled in our earlier report dated 23rd November 2020 are detailed in the table below: 

 

 

Source : MOF, EPF, HLBB Global Markets Research 

 

The relaxation of conditions surrounding the i-SINAR withdrawal facility involves: 

 

 Those below the threshold of 55 years are now allowed to withdraw subject to their existing 

balance.   

 Documentary evidence that income/revenue has fallen by at least 30% due to the economic 

malaise caused by the COVID-19 pandemic is now removed. Hence no further proof 

required for this. 

 

RM ( Billion) Initial Initial Current Current Remarks/Assumptions

Target Projection Target Plausible

Gross contributions 76.0 76.0 76.0 76.0

Withdrawals (45.0) (45.0) (45.0) (45.0)

Net contributions 31.0 31.0 31.0 31.0

i-Lestari withdrawals from Account 2 (Jan-Mar 21 only) (7.5) (3.8) (14.1) (15.5)

Initial projection based on 50% take-up 

rate. Current plausible maintained @ 

additional 10% from actual data reported 

of 14.1b pending disbursements

i-Sinar withdrawals from Account 1 (Jan 21-Jun 21) (14.0) (7.0) (70.0) (40.8)

Initial projection based  on 50% take-up 

rate. Current plausible 20% from actual 

data reported of 34.0b pending 

disbursements

Employee contribution rate cut from 11% to 9% (Jan 21-Dec 21) (9.3) (7.4) (7.4) (7.4) Based on 80% take-up rate

Estimated Total Outflows/Reduction for 2021 (30.8) (18.2) (91.5) (63.7)

Revised net contributions before dividends & coupon payments 0.2 12.8 (60.5) (32.7)

Fixed income coupon payments 9.1 9.1 9.2 9.2 2% from RM462b (49% of RM942b AUM) 

Equities dividend income 7.1 7.1 7.3 7.3 2% from RM367b (9% of RM942b AUM) 

Total Estimated Investment Income 16.2 16.2 16.5 16.5

Estimated Net Inflows 16.4 29.0 (44.0) (16.2)

Normal contribution/withdrawal; assume 

to be as per 2019 levels
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However the existing payment schedule will be maintained i.e.  

 

1. Those with <RM100,000 and below in Account 1 are able to withdraw up to RM10,000; 

staggered over six (6) months ~with the 1st payment amount of up  to RM5,000. 

2. Those with >RM100,000 and above can withdraw up to 10% in Account 1, capped at 

maximum of RM60,000; staggered also over 6 months ~with the 1st payment of up to 

RM10,000. 

    

As mentioned in the table above, we have maintained take-up rates of additional 10% from the 

actual i-Lestari but revised to 20% the unconditional withdrawals from i-Sinar via Account 1 

which is expected to create a larger cash-flow deficit. Drilling further we opine that bulk of 

withdrawal interest (if any) will be forthcoming mainly by the estimated 5.7m contributors that have 

balances of RM100, 000 and below. We have revised estimates for i-Lestari and also conservative 

revenue streams of ~2.0% for both fixed income coupon payments and also dividends from equities 

holdings which will provide timely boost to cash-flows. Hence we arrive at a potential cash-flow 

deficit of RM16.2b (representing only ~1.7% of overall AUM of RM942b). 

 

Implications on the local bond market  

We expect EPF to play a slightly less pro-active role in the liquidity and robustness of the local bond 

markets; namely via private placements in the government bonds sector at least until June 2021. 

Nevertheless we do not foresee adverse impact on the local bond market based on the following 

observations; 

 

1. BNM’s initiatives to provide a deep, liquid bond market to ensure that Malaysia continues to 

remain in key global bond indices such as FTSE Russell WGBI can easily be shouldered among 

other GLIC’s such as PNB and KWAP which can easily step up their presence in the secondary 

market to ensure the continuance of a developed and orderly market and mitigate the adverse 

impact from EPF’s lower presence temporarily in the secondary markets.  

 

2. Based on its existing holdings, the EPF is expected to receive additional relief via MGS/GII 

maturities totaling RM13.0b in Q12021 and RM12.0b in 2Q2021. 

 

3. In the event partial divestment of existing assets are required to fund the lower contribution and 

higher withdrawal, the current low yield environment following four (4) interest rate cuts in 2020 

provides opportunities for EPF to raise funds via realization of decent profits. Similarly, the same 

applies to the equities asset class for which the various health-care, technology sectors and other 

large-cap/ trustee stocks sectors that EPF had invested earlier may allow it to reap the benefits 

in the present liquid market.  

 

4. EPF’s prudent management in maintaining ~between 7.0-7.2% of its total AUM in short-term 

money market funds amounting to RM67b puts in good stead to meet its immediate withdrawal 

obligations.   

 

5. Being the 13th largest sovereign fund in the world, EPF has successfully built a large portfolio 

with ~32% of its assets invested abroad in the various asset classes based on excellent foresight 

in recent years. This strategy has allowed itself to spread its concentration risk besides boosting 

returns. Lately it has notified its intention to streamline and cash-in some of its property assets to 

the tune of ~RM350-450m both within and outside of Malaysia. 

 
Whilst we take cognizance of concerns over EPF’s current liquidity status, we opine that it is able to 

overcome these hurdles which are not expected to stretch beyond 2021, based on the various factors 

stated above.     
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DISCLAIMER 

 

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any 

particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation 

with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or 

commitment whatsoever. 

 

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable 

and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the 

data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of 

the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not 

necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a 

reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or 

subsequently becomes inaccurate.  

 

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of 

negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in 

or derived from or omission from the reports or matter.  

 

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These 

entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for 

their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the 

account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may 

possess or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial 

instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.  

 

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in 

this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based 

on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation 

that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors 

including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance 

can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or institutional 

investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the 

recommendations in this report.  

 

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses, 

recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB 

does not accept responsibility whatsoever for any such material, nor for consequences of its use. 

 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country 

or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the 

addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without 

the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose 

possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof 

agrees to be bound by the foregoing limitations. 
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