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Flash Notes

Malaysia Remains Aggressive in its Monetary Easing

In line with our prediction, the BNM cut its benchmark OPR by 50bps to 2.0% on Tue, for the third consecutive meeting. 
The central bank also slashed its statutory reserves requirements to 1% from 2% w.e.f March 1. Market was leaning 
towards a hiatus after BNM delivered an unprecedented 75bps cut in Jan and following comments from BNM governor 
Zeti last week that BNM has front-loaded its interest rate cuts and it is not constructive to keep interest rates low. The 
comments had appeared to be targeted at dampening rate cut expectation ahead of Tue’s meeting. 

In our opinion, the motive for the continuation of the aggressive monetary policy easing was the further deterioration 
in the December industrial production and exports data which contracted by double-digit pace. Inflation has also 
continued to ease by a faster-than-expected clip in January. The move also insures against further weakening in the 
economic data as the BNM’s next meeting will only be held on April 29.

Since November last year, the BNM has cut its OPR by a cumulative 150bps and we expect there is limited room for 
the interest rate to be lowered much further from here. We are penning down a further 25bps cut to bring the OPR to 
1.75% by end-2Q09. 

URL: www.uob.com.sg/research
Email: EcoTreasury.Research@UOBgroup.com

NEW UOB LOGO

Disclaimer: This analysis is based on information available to the public. Although the information contained herein is believed to be reliable, UOB Group makes no 
representation as to the accuracy or completeness. Also, opinions and predictions contained herein reflect our opinion as of date of the analysis and are subject to change 
without notice. UOB Group may have positions in, and may effect transactions in, currencies and financial products mentioned herein. Prior to entering into any proposed 
transaction, without reliance upon UOB Group or its affiliates, the reader should determine, the economic risks and merits, as well as the legal, tax and accounting 
characterizations and consequences, of the transaction and that the reader is able to assume these risks. This document and its contents are proprietary information and 
products of UOB Group and may not be reproduced or otherwise.


