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Malaysia  

Politics in the limelight  

 

• The state of Johor will go to the polls in the 60 days from 1 June 

following a dissolution of the state assembly. 

 

• The political contest is set to be a three-way race between the major 

coalitions: Barisan Nasional, Pakatan Harapan, and Perikatan 

Nasional. 

 

• We, however, believe that there will be a distinction between politics 

and policies. We do not expect the incoming administration to undo 

the economic policies put in place to bolster Johor’s economy – it may 

boil down to some policy fine-tuning.  
  

• Importantly, this state election will prove to be a bellwether for PM 

Anwar’s PH coalition as the noise around potential national elections 

becomes louder.  
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Johor readies for elections  

 

Johor Chief Minister Onn Hafiz Ghazi said in a special press conference on 1 June that he 

had received royal consent to dissolve the state assembly, triggering snap elections. The 

next election will need to be held within 60 days, at the discretion of the Election 

Commission (EC) of Malaysia. The timing of the state election was somewhat surprising 

considering the Malacca and Sarawak state assemblies needed to be dissolved before 

Johor. However, the incumbent administration was likely opportunistic in calling Johor 

state elections sooner rather than later. 

 

The timeline for nominations and the election date will be set out by the EC, with parties 

deciding on the candidates contesting for the 56-seat state assembly. The 2022 elections 

resulted in Barisan Nasional (BN) holding 40 seats, Pakatan Harapan (PH) 12 seats, and 

Perikatan Nasional (PN) 2 seats with one seat to MUDA. The political temperature had 

risen after incumbent CM noted that BN will contest all 56 seats in Johor1. Following this, 

PH also noted that it will contest all 56 seats in Johor as will PN. PN, as of 2 June, noted 

that 80% of its seat allocations had been finalised2. This sets up the Johor elections as a 

three-way contest. 

 

Politics versus policies  

 

While political rumbles will continue through the election process, the underlying 

differences, if any, in economic policies remain to be seen. The BN-PH alliance worked 

well in Johor in recent years, with the launch of the Johor-Singapore Special Economic 

Zone (JS-SEZ) and the broader buildout of data centres, which supported construction 

spending and the property sector in 2023-24. Last-mile intra city infrastructure planning 

and construction will soon be underway, with the national cabinet approval of MYR10bn 

for an elevated Autonomous Rapid Transit (e-ART)3 system on 17 May 2026. The Rapid 

Transit System (RTS) between Johor and Singapore is expected to begin operations in 

2027.  

 

 
1 Malaysia’s Barisan Nasional to contest all 56 seats in Johor’s next state election: Chief Minister Onn Hafiz, CNA, 16 May 2026.  

2 Seat allocation for Johor polls 80% complete, says PN, Free Malaysia Times, 2 June 2026.  
3 Malaysian Cabinet approves $3.2b Elevated Autonomous Rapid Transit project to ease JB traffic, The Straits Times, 18 May 2026.  

 

Upcoming state and national elections 

State/National 

Date of previous 
state 
/national 
election 

Last date for state 
assembly/parliament 
dissolution 

60 days after last 
date of  
dissolution 

Melaka 20-Nov-21 27-Dec-26 25-Feb-27 

Sarawak 18-Dec-21 14-Feb-27 15-Apr-27 

Johor 12-Mar-22 21-Apr-27 20-Jun-27 

Malaysia general 
elections 

19-Nov-22 19-Dec-27 17-Feb-28 

Source: Election Commission of Malaysia; OCBC Group Research.  
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We see both BN and PH incentivised to continue with the ongoing reform agenda, albeit 

fine-tuning aspects that require attention. The JS-SEZ was conceived and built as a 

framework to survive and even thrive despite political shifts. Admittedly, PN’s economic 

agenda is less clear. However, our assumption is that incoming economic policies will 

unlikely be highly disruptive.  

 

What Johor’s elections could be mean for national elections  

 

The Johor state assembly elections will be viewed as a litmus test for PM Anwar’s 

electoral popularity. Recent state elections have yielded mixed results for PH, but 

speculation is rife that national elections are approaching. The last possible date for the 

current parliament to be dissolved is 19 December 2027, and elections must be called 

within 60 days. Even His Majesty Sultan Ibrahim, the King of Malaysia, urged politicians 

to exercise caution in their language4.  

 

Election 
date State  Ruling Party/Coalition Election Outcome 

12-Aug-23 

Selangor Pakatan Harapan (PH) 
Retained: PH-BN alliance won 34/56 
seats but lost its two-third majority. 

Penang Pakatan Harapan (PH) 
Retained: PH won 29/40 seats, 
holding its supermajority. 

Negeri 
Sembilan 

PH + Barisan Nasional 
(BN) 

Retained: PH-BN alliance won 31/36 
seats, a dominant victory. 

Kedah Perikatan Nasional (PN) 
Retained: PN swept 33/36 seats, 
nearly wiping out the opposition. 

Kelantan Perikatan Nasional (PN) Retained: PN won 43/45 seats. 

Terengganu Perikatan Nasional (PN) 
Retained: PN achieved a historic clean 
sweep, winning all 32 seats. 

29-Nov-25 Sabah  
Gabungan Rakyat 
Sabah (GRS) 

GRS formed a government with 
support from BN (6 seats) and smaller 
allies like UPKO and PH. 

Source: Election Commission of Malaysia; OCBC Group Research.  

 
4 Watch your words and conduct, King warns politicians, TheStar, 2 June 2026.  
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Although this timeline is still about eighteen months away, the economic management 

pressures are non-negligible. The fuel subsidy bill is rising sharply and will exceed 1% of 

GDP if global oil prices average USD100/barrel for 2026, by our estimates. This puts 

pressure on the authorities to tweak the Budi95 mechanism and lower the subsidy bill – 

an inherently unpopular move. Moreover, as we have argued, the continued closure of 

the Strait of Hormuz is causing the energy situation to shift from a price to volume shock 

leaving the various energy dependent sectors vulnerable to supply shortages and 

reduced output (see ASEAN-6 & India: Geopolitics is starting to extract a toll, 15 May 

2026).  

 

These pressures suggest that a clear political mandate for economic reforms and policies 

will allow the authorities the much-needed flexibility and nimbleness required during 

these times of uncertainties. Global geopolitical outcomes notwithstanding, the 

domestic political calendar is now rolling for another set of state elections and 

potentially a general election. While Johor’s election date is yet to be confirmed, there 

are also elections slated for Malacca and Sarawak in the coming 12 months.  

 

 

We are seeing incipient signs of price pressures, with the producer price index rising by 

5.4% YoY in April versus 1.1% in March and CPI inching higher to 1.9% from 1.7% in 

March. The pervasiveness and persistence of inflationary pressures will be crucial in 

determining whether Bank Negara Malaysia (BNM) reverses its 25bp cut from July 2025.  

Our baseline is for BNM to keep its policy rate unchanged at 2.75% but the risk is for a 

normalisation back to 3.00% in 2H26.  

 

Johor’s state election represents more than a routine political event. It is a strategic 

contest with implications for national politics, economic policy continuity, and investor 

confidence. While political competition is expected to intensify, policy continuity—

particularly in growth-supporting initiatives—remains the central expectation. At a 

broader level, the election serves as an early indicator of Malaysia’s political trajectory 

as the country approaches the next general election amid rising economic and 

geopolitical uncertainties. 
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Disclaimers 

 

This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole 

or in part to any other person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, 

purchase or sale of the securities/instruments mentioned herein or to participate in any particular trading or investment strategy. Any forecast on 

the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future or likely 

performance of the securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and 

we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading at the time of publication, 

we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently 

verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate 

contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of 

the investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever 

is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 

acting on such information or opinion or estimate. This report may cover a wide range of topics and is not intended to be a comprehensive study 

or to provide any recommendation or advice on personal investing or financial planning. Accordingly, it should not be relied on or treated as a 

substitute for specific advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any 

investment product taking into account your specific investment objectives, financial situation or particular needs before you make a commitment 

to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether the 

investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited 

(“BOS”), OCBC Investment Research Private Limited (“OIR”), OCBC Securities Private Limited (“OSPL”) and their respective related companies, 

their respective directors and/or employees (collectively “Related Persons”) may or might have in the future, interests in the investment products 

or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and providing broking, investment 

banking and other financial or securities related services to such issuers as well as other parties generally. OCBC Bank and its Related Persons may 

also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, 

OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) 

are not aware due to OCBC Bank’s Chinese Wall arrangement. This report is intended for your sole use and information. By accepting this report, 

you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any 

information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, 

any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, 

rule, regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant 

Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in 

Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No 

member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance 

or similar (including, without limitation, MiFID II, as implemented in any jurisdiction). 

 

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of 

countries, assets, markets or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of 

future or likely performance. 

 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report 

(or responsible for delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, 

conclusions and other information in this document that do not relate to the official business of OCBC Bank, BOS, OIR, OSPL and their respective 

connected and associated corporations shall be understood as neither given nor endorsed. 

 

Co.Reg.no.: 193200032W 

 

Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited  

 

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS”) and 

Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable 

for any loss (whether direct, indirect or consequential) that may arise from, or in connection with, any use of or reliance on any information 

contained in or derived from this material, or any omission from this material, other than where such loss is caused solely by BOS’ or OCBC Bank’s 

wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it 

to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not 

constitute investment advice, a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-

monetary benefits received or paid will be fully disclosed in accordance with applicable regulations, promptly and transparently, and will not 

influence the advice or services offered to you. If you would like more information about any inducements received, please contact your 

Relationship Manager. 

 

Cross Border Disclaimer and Disclosures 

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures. 


