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Malaysia: Lockdown and PEMULIH  

• RM150bn PEMULIH aid package with fiscal injection of RM10bn 

• Reducing the pressure on monetary policy easing 

• Smallish fiscal injection sooths funding concerns but widening fiscal shortfall is imminent 

Summary 

The Prime Minister of Malaysia announced a RM150bn Pakej Perlindungan 
Rakyat dan Pemulihan Ekonomi (PEMULIH) aid package on 28 June 2021 to 
help lessen the impact of the extended lockdown, now dubbed Phase 1 of 
the National Recovery Plan (NRP). Targeting to benefit a wider spectrum of 
individuals, households and businesses, this package amounted to around 
10% of GDP and brought YTD Covid-19 related economic packages for 
Malaysia to a whopping RM530bn, or 36% of GDP (Figure 1). Fiscal injection 
from PEMULIH is however kept minimal at RM10bn, soothing funding 
concerns.  

This aid package is timely and much needed to ease the immediate pain of 
those impacted by the extended lockdown. As defined by the NRP 
announced on 15 June, all the three criteria (1) daily cases below 4k; (2) 
moderate ICU beds utilization level; and (3) full vaccination in 10% of the 
total population, must be met in order to migrate from Phase 1 to Phase 2. 
Given the fluidity of the situation, the government did not lay down a 
specific date when it announced an extension of Phase 1 on 27 June, 
contrary to the usual two-week timeframe.  

Three-pronged approach of PEMULIH 

Similar to previous economic aid packages, PEMULIH focuses on three 
spectrums: (1) upholding the public’s agenda; (2) supporting businesses; 
and (3) expediting the national vaccination programme. Key features which 
we believe carries the most weight in helping relieve individuals and 
businesses from fallout from the current lockdown situation include further 
cash handouts, EPF i-Citra withdrawal, loan moratorium for individuals and 
SMEs, and enhanced wage subsidy programme (PSU 4.0) that allows each 
employer to support up to 500 employees of any salary bracket, at a rate of 
RM600 for each worker for four months.  

Cash assistance & EPF i-Citra withdrawal 

Cash assistance totalling RM10bn via Bantuan Prihatin Rakyat (BPR) and 
Bantuan Khas Covid-19 (BKC), will be paid out to the hardcore poor, B40 and 
M40 categories in stages from now until the end of the year. Given the high 
propensity to consume by this group, we expect some positive boost to 
private consumption. This, coupled with the maximum RM5k withdrawal 
from total EPF savings (Account 1 and 2 combined) for all EPF members 
below 55 years old under i-Citra at RM1k per month over five months, as 
well as the automatic approval of 6-month loan moratorium for individuals 

Figure 1: Malaysia Covid-19-Related 
Economic Packages 

 Economic 

Package 

(RMbn) 

Additional 

Fiscal 

lnjection 

(RMbn) 

PRE (Feb-20) 20.0 3.2 

PRIHATIN (Mar-

20) 

230.0 21.8 

PRIHATIN SME+ 

(Apr-20) 

10.0 10.0 

PENJANA (Jun-

20) 

35.0 10.0 

KITA PRIHATIN 

(Sept-20) 

10.0 10.0 

PERMAI (Jan-21) 15.0 0.0 

PEMERKASA 

(Mar-21) 

20.0 11.0 

PEMERKASA+ 

(May-21) 

40.0 5.0 

PEMULIH (Jun-

21) 

150.0 10.0 

Total 530.0 81.0 

Source: MOF and various sources 
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who applied, would certainly alleviate cashflow especially individuals whose 
income is affected by the current restrictions and pandemic. 

Downside growth risks prevail 

This latest aid package is expected to help cushion the economic fallout by 
approximately half from the 0.7ppt we estimated for every fortnight of such 
lockdown, but will not eliminate downside risks to growth entirely. We are 
downgrading our full year 2021 growth forecast to 3.7% (prior 5.0%) and 
will be monitoring the development on infectivity and vaccination rates 
closely. Any extension of prolonged Phase 1-style lockdown would 
inevitably pose downside risks to overall recovery prospects of the 
Malaysian economy.  

Increased fiscal spending reduced the urgency for an OPR cut 

Further expansion in fiscal policy has reduced odds of further easing on 
the monetary policy front in our view. This should allow BNM to adopt a 
wait and see approach by keeping OPR unchanged at its next MPC 
meeting on 8-July, pending greater clarity on development of the 
pandemic, severity of the economic fallout, and effectiveness of the latest 
round of policy measures. Depending to a great extent of how these will 
pan out, we believe odds of further policy easing could not be entirely 
ruled out in the months ahead. 

Little impact on funding but imminent widening in fiscal shortfall 

With fiscal injection being kept to a smallish RM10bn, the latest PEMULIH 
aid package is not expected to have any material impact on funding 
requirements and federal government debt. Similar to the previous 
PEMERKASA+ package, we believe this will be funded by spending 
reprioritization/ reallocation, and additional oil revenue, and to a lesser 
extent, additional issuances. The government still has RM18bn untapped 
Covid-Fund which can be utilized (RM8bn from this year’s budget and 
RM10bn from 2022). No change to our gross government bond supply 
estimate of RM152.5bn for 2021, which should augur well with the local 
bond market although imminent widening in fiscal deficit closer to the 
6.8-7.0% mark could potentially renew some sovereign rating downgrade 
concern. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

3 
 

 

Hong Leong Bank Berhad 

Fixed Income & Economic Research, Global Markets 

Level 8, Hong Leong Tower 

6, Jalan Damanlela 

Bukit Damansara 

50490 Kuala Lumpur 

Tel: 603-2081 1221 

Fax: 603-2081 8936 

Email: HLMarkets@hlbb.hongleong.com.my 
 

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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