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WellianWiranto@ocbc.com  Malaysia’s Covid-19 resurgence threatens its economic recovery

« “When can we ever be rid of the Covid-19 threat?” That question must be
hanging on many minds in recent days, as we stare helplessly at the grim
upticks in cases yet again across the region. The resurgence in Malaysia is a
case in point. After the apparent success in taming down the “3™ Wave”
early this year, the country is facing a potential successor surge yet again.

New cases have creeped up to above 3000 recently. While still some
distance away from the over 5700 in late January, there are signs that the
healthcare system is already stretched as it is. Hospitals in the populous
Klang Valley area are experiencing a_shortage of ICU beds, and the death
rate is creeping up. Invasion of the more infectious virus variant from India
has been reported, as well, adding to the sense of unease on the ground.

Recent reports suggest that the government is considering a reimposition of
targeted MCO in areas such as Selangor, KL, Penang, and Johor. Although
this has been refuted by a senior minister, the evolving situation would
deserve a close watch. This is particularly so when vaccination rate remains
low, with less than 2% of its population being fully inoculated.

There is hope that, if implemented, any new restriction order can spare the
bulk of economic activities, like in January when factories and shops could
stay open even if social and religious activities were curtailed. That would
limit the economic damage. Still, the impact will remain palpable, hurting
the nascent recovery in business and consumer confidence into Q2.

Against this backdrop, BNM is meeting this week on May 6%. While we and
the market do not expect the central bank to cut its OPR on balance — it held
rate unchanged during the previous virus resurgence in January — there
remains a small tail risk that it might just do so. At the very least, it would
start to flag some of the downside risks more vocally and signal that it
continues to have some space for further accommodative policy if needed.
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https://www.malaymail.com/news/malaysia/2021/05/02/dr-noor-hisham-critical-care-bed-capacity-for-covid-19-patients-in-klang-va/1971026
https://www.reuters.com/world/india/malaysia-reports-first-case-indian-covid-19-variant-2021-05-02/
https://www.businesstimes.com.sg/government-economy/malaysia-likely-to-impose-fresh-mco-in-kl-other-areas-report
https://www.businesstimes.com.sg/government-economy/malaysia-likely-to-impose-fresh-mco-in-kl-other-areas-report
https://www.malaymail.com/news/malaysia/2021/05/02/report-ismail-sabri-rejects-news-report-of-possible-mco-3.0-says-nsc-yet-to/1971083
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relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a financial adviser regarding
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such issuers. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products.

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
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(including, without limitation, MIFID II, as implemented in any jurisdiction).
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