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Waiting It Out

Malaysia kept rates unchanged on recovery hopes

« If, somehow, Bank Negara could only use a maximum of three words to
detail its decision to keep its policy rate unchanged at 1.75% today, they
would be “Wait and see”: Waiting for the much-vaunted recovery to come
through, and seeing if the vaccination drive that underpins it all goes well.

« While the central bank is still largely sanguine, it did not forget to note that it
is paying attention to downside risks as well. Apart from the pandemic and
vaccination as input variables to BNM’s decision, another key aspect going
forward would be the unsettled global yield environment.

« Even though its statement noted that global financial markets have turned
more volatile, financial conditions are deemed to remain supportive of
economic activity. Still, nothing can be taken for granted and the BNM would
probably find the most comfort in keeping its OPR unchanged for a while,
even if it would continue to telegraph the potential for easing if necessary.

Decidedly Unexciting

Given the broad market expectation including from ourselves for the BNM to
hold rate unchanged at 1.75% today, the fact that it did so would naturally not
cause any undue market excitement.

The final decision aside, the central bank’s MPC statement is decidedly staid
too, with no significant deviation from what it said in January when it left rate
unchanged as well.

If we were to really focus on teasing out some of minute differences, however,
one might note that the statement this time round highlights how global
economic recovery is “gaining momentum” due to support from “steady
improvements in manufacturing and trade activity. This would be a slightly
more sustained pace of economic recovery compared to its January’s
characterization. Another notable change might be on its description
surrounding downside risks. The latest pointed out how these risks have
“abated slightly” even as they “remain tilted to the downside.” Back in
January, it simply said that “The overall outlook remains subjected to
downside risks.”

On the domestic front, a similar net increment in positive vibes can be
garnered as well from the statement today. It noted how Malaysia’s “latest
indicators point to improvements in external demand and continued
consumer spending.” It spoke about how, while the re-imposition of MCO
restriction orders did hurt the economy, the impact is a lot less than what
transpired last year due to the less-stringent measures. No less importantly,
BNM'’s sanguine domestic outlook has also been bolstered by the initiation of
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the vaccination efforts — something that was merely a prospect two months
ago.

Outside of that, another notable addition to the statement is the mention of
the financial market volatility. Even if the BNM understandably did not detail
it out of courtesy, it is clear that it had the recent bouts of US Treasury
volatility in mind. Importantly, however, BNM notes that “financial conditions
remain supportive of economic activity.”

Overall, when it comes to BNM’s growth outlook and assessment of downside
risks, today’s statement really does not depart significantly from its previous
guidance before. Indeed, the very last paragraph on monetary policy outlook
— where it had used to hint at any potential shift in policy stance at all — is
decidedly unchanged.

Hence, we no longer expect BNM to cut rate anytime soon, and the baseline
scenario of some recovery coming through would indeed point towards the
high possibility that the OPR would stay unchanged for the rest of the year. To
us, the BNM’s thinking at this point appears to be: Growth is ticking up
enough and hence there is less need for more easing, and the potential of
global financial market volatility has gone up — even if only slightly — so why
risk it?

Treasury Research & Strategy 2



OCBC TREASURY RESEARCH

Malaysia
4 March 2021

(-

OCBCBank

Treasury Research & Strategy

Macro Research

Selena Ling
Head of Research & Strategy
LingSSSelena@ocbc.com

Carie Li
Hong Kong & Macau
carierli@ocbcwh.com

Wellian Wiranto
Malaysia & Indonesia

Tommy Xie Dongming
Head of Greater China Research

XieD@ocbc.com

WellianWiranto@ocbc.com

Howie Lee
Thailand & Commodities
Howielee@ocbc.com

Herbert Wong

Hong Kong & Macau
herberthtwong@ocbcwh.com

FX/Rates Strategy
Frances Cheung Terence Wu
Rates Strategist FX Strategist

FrancesCheung@ocbc.com TerenceWu@ocbc.com

Credit Research

Andrew Wong Ezien Hoo Wong Hong Wei Seow Zhi Qi
Credit Research Analyst Credit Research Analyst Credit Research Analyst Credit Research Analyst
WongVKAM@®@ocbc.com EzienHoo@ochc.com WongHongWei@ocbc.com ZhiQiSeow@ocbc.com

This publication is solely for information purposes 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 publication should not be construed as an offer or solicitation for the subscription, purchase
or sale of the securities/instruments mentioned herein. 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 publication 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
publication 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 publication 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, they 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. OCBC Bank, its 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 services to 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 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 I, as implemented in any jurisdiction).

Co.Reg.no.:193200032W

Treasury Research & Strategy 3


mailto:LingSSSelena@ocbc.com
mailto:XieD@ocbc.com
mailto:HowieLee@ocbc.com
mailto:carierli@ocbcwh.com
mailto:herberthtwong@ocbcwh.com
mailto:FrancesCheung@ocbc.com
mailto:TerenceWu@ocbc.com
mailto:WongVKAM@ocbc.com
mailto:EzienHoo@ocbc.com
mailto:WongHongWei@ocbc.com
mailto:ZhiQiSeow@ocbc.com

