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On 10th June 2020, Malaysians entered the Recovery Movement Control Order (RMCO) period, which is scheduled to end on 
31st August 2020. While social distancing measures are still in place, the fact that nearly 100 percent of economic activity is now 
permitted under the RMCO should also allow for Malaysia’s economy itself to emerge from the six-week hibernation imposed by the
lockdown. Questions abound however, regarding the speed and magnitude of economic recovery that will ensue.

By all accounts, the nationwide lockdown, implemented in three phases, has been successful in “flattening the curve” of the 
COVID-19 infection in Malaysia. Indeed, on 1st July, Malaysia recorded only one additional case, and that too from an imported 
source. The lockdown also brought out the best in Malaysians, embodying the #kitajagakita spirit, with individuals and non-
governmental organisations coming together to provide monetary and in-kind support to all those affected by the pandemic, be 
they frontliners, or those less fortunate. Corporations too, stepped up. For example, Permodalan Nasional Berhad (PNB) donated 
RM23mn for COVID-19 relief efforts, augmenting the efforts undertaken by its strategic companies such as Malayan Banking Bhd, 
Sime Darby Group, Sapura Energy Bhd, and others. In addition, various other corporations pledged more than RM25mn under the 
auspices of The Edge’s COVID-19 Pandemic Funds.

CUSHIONING THE ECONOMIC FALLOUT FROM COVID-19 

Be that as it may, the public health measures to contain the pandemic have exerted a toll on the Malaysian economy. Although the 
Movement Control Order (MCO) was only imposed towards the end of the first quarter of 2020, Malaysia’s GDP growth had already 
decelerated to 0.7 percent during the period; a sharp deceleration from the growth rate of 3.6% the previous quarter. The Industrial 
Production Index (IPI) plunged by 32 percent y-o-y in April 2020, after a 4.9 percent drop in March while the nation’s wholesale and 
retail trade contracted by 36.6 percent in April 2020.

Recognising the economic cost of containing the pandemic, the government released several economic stimulus packages aimed 
at firstly, mitigating the effects of the resulting economic downturn, and secondly, stimulating the economy’s recovery. In total, the 
government has committed a total of RM315bn in four separate packages, as enumerated in the Table below:

COVID-19 Related Economic Stimulus Packages
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DATE OF 
ANNOUNCEMENT

ALLOCATION (RM BILLION)

Government
Direct Injection Other Sources Total

Economic Stimulus
Package 27 February 2020 3.5 16.5 20

Prihatin Economic
Stimulus Package 27 March 2020 21.5 228.5 250

Prihatin Economic Stimulus 
Package for SMEs 6 April 2020 10 - 10

Short-Term Economic 
Recovery Plan (PENJANA) 5 June 2020 10 25 35

TOTAL 45 270 315

1

2

3

4



2
PNB Insights, Issue 1/2020

While the PRIHATIN packages were substantively aimed at cushioning the impact 
of the economic fallout from the pandemic, the PENJANA package mainly focuses 
on recovering economic activity for the rest of 2020. Nonetheless, the bulk of 
the government’s direct injections from all four packages—totalling RM45bn—
are still directed towards providing cash transfers as well as preventing loss of 
employment. Of the RM45bn, RM11.5bn has been allocated for the Bantuan 
Prihatin Nasional (BPN), an extension of the Bantuan Sara Hidup (BSH) direct 
cash payments to B40 households and individuals. In addition, the government 
also allocated RM13.8bn and RM380mn for the Wage Subsidy and Employment 
Retention Programmes administered by PERKESO. Beyond cash transfers, the 
PRIHATIN and PENJANA packages also include measures aimed at ensuring the 
survivability of businesses, i.e. the Special Relief Facility, soft loans, and tax reliefs. 

CRISIS AVERTED? 

While these broad-based measures helped to mitigate some of the economic fallout from the crisis, there are signs that more needs 
to be done. A survey of the impact of COVID-19 on firms carried out by the Department of Statistics between 10th April and 1st May1 

found that nearly 70 percent of businesses reported no sales or revenue during the MCO period, while 42.5 percent would take 
more than six months to recover. The latter is especially worrying given that measures such as wage subsidies as well as the loan 
moratorium would expire in less than six months.

Businesses’ vulnerability directly translates to unemployment and underemployment. As expected, Malaysia’s unemployment rate 
surged to 5.0 percent in April 2020. This figure, however, does not include employees who have been placed on unpaid leave, wage 
cuts, and other labour-cost saving measures, which reduce an individual’s income. Unemployment and underemployment also 
affect different categories of workers, with youth most vulnerable to retrenchments while more experienced workers are more likely 
to be subject to wage cuts. 

There are also indications that the cash transfers provided under the PRIHATIN programme might not be adequate. PERKESO 
reported that assistance under the Employment Retention Program (eligible for workers placed on unpaid leave) had been 
oversubscribed about two weeks after it was established. Meanwhile, the Employees Provident Fund (EPF) reported that the 
majority of the 4.1 million applications for the i-Lestari Account 2 withdrawals were from the B40 category, i.e. those who were also 
eligible for BSH/ BPN payments. Indeed, some members are reported to have already exhausted their accounts by withdrawing the 
maximum RM1,000 allowed. 

Moreover, according to PERKESO, more than 18,000 jobs were lost in June 2020, 
more than the total jobs lost in the first three months of the year combined. The latest 
report from PERKESO also states that 3,239 jobs were reported to be lost in the first 
three days of July. This implies that easing the lockdown is not an automatic assurance 
of economic recovery.

Hence, 2020 GDP growth could contract even more than the -0.2 percent “worst-case 
scenario” forecasted by Bank Negara Malaysia (BNM).

This dismal economic prognosis means that more needs to be done to ensure the economic survivability of workers, households, and 
firms until the economy recovers. However, calculating the exact amount of government assistance required is almost impossible 
given that the economy’s trajectory is highly dependent on the progress of the pandemic itself, with most economists projecting that 
any signs of economic growth—whether globally or nationally— reaching pre-pandemic rates would not be possible until a vaccine 
is made widely available. The earliest estimate for the mass availability of such a vaccine is mid-2021.
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For Malaysia, the government’s ability to provide direct assistance is tempered by its relatively restricted fiscal space. The 
government’s revenue collection is bound to be drastically reduced by shortfalls in tax revenue, but also the crash in oil prices. 
Already, the Ministry of Finance estimates that fiscal deficit will be about 5 to 6 percent of GDP, up from 3.4 percent in 2019. 
Meanwhile, government debt has reached 53 percent of GDP, compared to the administrative limit of 55 percent of GDP.

Nonetheless, given the unprecedented nature of the pandemic, as well as its long-term impact on Malaysia’s economy and the 
Rakyat’s wellbeing, the government cannot afford to turn off its fiscal taps. Malaysia’s direct fiscal injections for economic stimulus 
programmes total about 5 percent of GDP compared to nearly 10 percent for countries such as Germany, Japan, Thailand, and The
United Kingdom. Given relatively low inflationary pressures and provided legislative changes can be made, the government has 
room to raise more funds via open market operations and other means. Already, BNM has signalled its willingness to release more 
liquidity into the system by its recent decision to cut the overnight policy rate (OPR) to 1.75 percent, a record low.

The government should then direct any additional fiscal expenditure towards strengthening Malaysia’s social protection system, 
employment-linked recovery programmes for the hardest-hit sectors, and public investments in healthcare and education.

RECOVERY NEEDS CONSTANT VIGILANCE

Finally, Malaysia’s economic recovery is dependent on avoiding any more 
disruptions due to a resurgence of COVID-19 cases. The OECD estimated that for 
every month of lockdown, an economy loses 2 percentage points of GDP growth. 
If we all play our parts in ensuring that the COVID-19 curve remains flattened, 
economic growth—and recovery—will follow.

1 Department of Statistics Malaysia (2020), Special Survey ‘Effects of COVID-19 on the Economy and Companies/Business Firms’ - Round 1

At the time of publication dated 30 July 2020 - the latest number of positive cases recorded was 8. We should not be complacent and we must keep practising good 
hygiene as well as physical distancing to prevent the spread of the virus.


