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Flashpoints

• In a surprise move, BNM has hiked

the OPR by 25 bps to 3.00% at its

recent policy meeting.

• BNM pointed to resilience in

domestic demand adding that

despite downside risks to global

growth, it was appropriate to

normalise the OPR.

• Headline and core inflation are

expected to moderate, between 2.8%

– 3.8%.

• However, inflation risks could be

tilted towards the upside as core

inflation remains sticky amidst

potential changes to subsidies.

• BNM is expected to pause from

hereon due to a more challenging

global growth outlook in the 2H’2023.

What Happened?

Bank Negara Malaysia (BNM) has hiked the overnight policy

rate (OPR) by 25bps to 3.00% at its monetary policy committee

(MPC) meeting this week.

The decision was a surprise as market players expected BNM

to continue to pause. Nonetheless, the decision was in line with

our expectations.

We had expected BNM to normalise the OPR to a more neutral

rate as Malaysia’s economic growth remains strong and inflation

remains elevated. Steady domestic demand and the prospects

of potential subsidy rationalisation in the 2H’23 are other likely

factors that weighed in its decision.

The meeting saw BNM withdrawing the monetary stimulus

intended to address the COVID-19 crisis by fully reversing the

pandemic rate cuts in the past.

BNM judged that despite downside risks to global growth, most

central banks’ monetary policy stance is likely to remain tight in

the near term supported by strong labour market conditions and

still sticky core inflation.

BNM pointed to further expansion in Malaysia’s economic

momentum in the first quarter of 2023 whereby consumption

and investment activities were not affected by the past 100bps

hikes in the OPR.
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As such, domestic financial conditions remain conducive. Meanwhile, Malaysia’s March headline CPI and core

CPI eased to 3.4% (February: 3.7%) and 3.8% (February 3.9%). As domestic growth prospects remain resilient,

BNM decided that it was timely to further normalise the degree of monetary accommodation.

Market Implications & Outlook

Although exports are expected to moderate, domestic demand is projected to remain the key growth driver for

Malaysia’s economy underpinned by improving labour market. Further support could come from a pick-up in

tourism activity and the implementation of various infrastructure projects outlined in Budget 2023.

Headline and core inflation are expected to moderate, between 2.8% – 3.8%. However, BNM expects risk to the

inflation outlook to be tilted towards the upside as core inflation remains at elevated levels due to firm demand

and potential changes to subsidies.

We expect BNM to pause the OPR at 3% for the remainder of 2023 as we expect a more challenging global

growth outlook in the second half of the year. BNM noted that at the current OPR level, the monetary policy

stance is still slightly accommodative and remains supportive of the economy.

We see risks of further tightening should there be changes to the policy on subsidies which could lead to price

pressures and resilient economic growth above BNM’s 4-5% target. Although, this is not our base case.

Portfolio Positioning

We saw muted reaction in the bond market following the OPR announcement while the MYR rallied slightly. We

forecast yields to trade range bound in the near term. Demand for bonds continue to be robust as real money

investors return to the market as demand supply dynamics continue to be favourable in the near term.

We remain positive on the bond market as we believe the monetary policy hiking cycle approaches its peak and

anticipate inflation to moderate albeit gradually. The expected slowdown in global growth or perhaps a potential

recession in the developed market could serve as a catalyst for yields to move lower in the medium term.

On portfolio strategy, we maintain our preference for slightly long duration positioning for our fixed income

portfolios. Due to the strong performance on year-to-date basis, we aim to selectively take profit on some of our

positions and look for switching opportunities especially from the corporate bond primary market for yield pick-up.

#GrowWithUs

Disclaimer

This material has been prepared by AHAM Asset Management Berhad (hereinafter referred to as “AHAM Capital”) (formerly known as Affin

Hwang Asset Management Berhad) specific for its use, a specific target audience, and for discussion purposes only. All information

contained within this presentation belongs to AHAM Capital and may not be copied, distributed or otherwise disseminated in whole or in part

without written consent of AHAM Capital. The information contained in this presentation may include, but is not limited to opinions, analysis,

forecasts, projections and expectations (collectively referred to as “Opinions”). Such information has been obtained from various sources

including those in the public domain, are merely expressions of belief. Although this presentation has been prepared on the basis of

information and/or Opinions that are believed to be correct at the time the presentation was prepared, AHAM Capital makes no expressed or

implied warranty as to the accuracy and completeness of any such information and/or Opinions. As with any forms of financial products, the

financial product mentioned herein (if any) carries with it various risks. Although attempts have been made to disclose all possible risks

involved, the financial product may still be subject to inherent risk that may arise beyond our reasonable contemplation. The financial product

may be wholly unsuited for you, if you are adverse to the risk arising out of and/or in connection with the financial product. AHAM Capital is

not acting as an advisor or agent to any person to whom this presentation is directed. Such persons must make their own independent

assessments of the contents of this presentation, should not treat such content as advice relating to legal, accounting, taxation or investment

matters and should consult their own advisers. AHAM Capital and its affiliates may act as a principal and agent in any transaction

contemplated by this presentation, or any other transaction connected with any such transaction, and may as a result earn brokerage,

commission or other income. Nothing in this presentation is intended to be, or should be construed as an offer to buy or sell, or invitation to

subscribe for, any securities. Neither AHAM Capital nor any of its directors, employees or representatives are to have any liability (including

liability to any person by reason of negligence or negligent misstatement) from any statement, opinion, information or matter (expressed or

implied) arising out of, contained in or derived from or any omission from this presentation, except liability under statute that cannot be

excluded.


	Slide 1
	Slide 2

