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Bank Negara urged to cut key rate by 25bps to aid recovery

KUALA LUMPUR: Bank Negpars
Malayvsia should cut the
Overnight Policy Rate (OPR) by
25 basis points to smoothen the
fecovery path 1o the lourth quar-
ter and bevond. said OCBC Hank
) economist Wellian Wiranto,

“For one. the economic mo-
mentum in tecent months has
continued 10 be sub-par due 1o

the prol d MCO (M

) Control Order)” he said.,
“Indecd, the third quarter §s
) likely 10 post another sequential

GDP (gross domestic product)
contraction. Following the two
per cent contraction in the sec-

ond quarter, this would present a

“While we concur with its view

The uptick, in the unemploy-

spectre of technical recession for  that growth should Improve from  ment rate further complicated
the Malaysian economy.” the fourth quarter, downside any expectation of a quick return
Bank Negara Is risks remain consid-  of Malaysian he said.
scheduled to hold fts INFO BOX erable. adding that the labour market
next Monetary Policy “For one, exports outlook might not improve
Committee meeting may step Into a soft  markedly soon.
onSept 9. - pc patch, with poten- “The need for further monetary
For its pan, the cen- tially weaker de-  policy ecasing comes at a time
tral bank had slashed  The Overnight Policy  mand from the two  when the fiscal space s crimped.
its GDP growth fore- Rate that has major markets of the  Already, the 2021 Budget balance
cast for this year 10 remained unc United States and  may reach as low as -7.0 per cent
three to four per cent S0 far thes year. China.” of GDP, the widest gap since
from six 10 7.5 per cent Wellian said the 2009,
previously, he added. Covid-19 pandemic would con-  “Together with lower-than-ex-
It had also kept the OFR un-  tinue to act as headwinds to do- d GDP growth, it would

changed at 1.75 per cent in July.

mestic consumption.

push the statutory debt-to-GDP

ratio to above 60 per cent by year
end.”

Morcover, he said the “nega-
tive®™ outiook by S&P Ratings
wonld have acted to curd any
overtly gung-ho fiscal spending.

“The Sept 9 meeting comesata
time when global market senti-
ment appears well-anchored,

“Ringut's guns recently also
could signal less concerns of any
currency impact that may come
from key rate cuts. We believe
that Bank Negara may utilise the
space presented by global market
calm to trim the key rate” he
added.



