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BNM Monetary Policy 

OPR stays at 3.00% amid green shoot 
of growth pick up, tame inflation, 
Ringgit stabilisation 
 

 

 

 

Bank Negara Malaysia (BNM) kept the Overnight Policy Rate (OPR) at 3.00% 
for the fifth consecutive Monetary Policy Committee (MPC) meeting at its 
second MPC meeting of this year on 6-7 Mar, amid green shoot of growth pick 
up, tame inflation as well as stabilisation and improvement in Ringgit vs USD 
following recent “coordinated communications and actions” by BNM and MOF. 
Maintain our view of OPR staying at 3.00% this year. 

MPS maintains view on growth and inflation… 

Comparing the latest and previous MPS, BNM kept the assessment of 
continued global growth albeit moderately, with improvement in regional 
economies on the back of stronger global trade as global tech upcycle gains 
momentum, despite modest China growth. However, risk to global growth 
outlook remained biased to the downside reflecting the inter-connected risk 
of escalations in geopolitical tensions, higher-than-expected inflation and 
financial market volatility. 

Going forward, BNM also retained its expectation of firmer Malaysia’s 
economic growth in 2024 – as per current official real GDP growth forecast of 
between +4.0% and +5.0% (2023: +3.7%) on export recovery and resilient 
domestic demand - mainly as employment and wage growth plus  higher 
tourist arrivals and spending underpins consumer spending, as well as  
progress in the multi-year existing and new infrastructure projects plus 
implementation of catalytic initiatives under master plans announced in 3Q 
2023 (e.g. National Energy Transition Roadmap; National Industrial Master 
Plan 2030) and realisation of the robust approved investments over the past 
three years (Figure 5-7) which will support investment activities. Domestic 
economic outlook is balanced between the downsides to external demand 
and commodity output, and the upsides from greater spillovers from 
E&E/tech recovery, stronger than expected tourism activity, and faster 
implementation of masterplans’ projects and initiatives. 

Meanwhile, inflation stays tame as per the sub-2% YoY monthly headline and 
core inflation since Sep 2023 and Dec 2023 respectively, and latest data are 
for Jan 2024 at +1.5% YoY (Dec 2023: +1.5% YoY) and +1.8% YoY (Dec 2023: 
+1.9% YoY) respectively (Figure 3). BNM’s MPS maintains the view of inflation 
rate remaining moderate in 2024, but this outlook is highly dependent on the 
implementation of domestic policy on subsidies and price controls, as well as 
global commodity prices and financial market developments, hence the 
official 2024 inflation rate’s wide forecast range of 2.1%-3.6%.  

OPR to remain at 3.00% in 2024  

BNM sees continued tight monetary policy globally in the near-term. 
Notwithstanding this, we expect OPR to remain at 3.00% throughout 2024 
given our current forecasts of GDP growth pick up (2024E: +4.4%; 2023: 
+3.7%) and upside risk to inflation rate (2024E: +3.0%; 2023: +2.5%) that is 
largely due to fiscal measures to widen the tax base and enhance revenues – 
especially the consumption-related taxes – as well as rationalize subsidies. 
The latest Interest Rate Swap (IRS) rate implies market is pricing in a stable 
OPR this year (Figure 8). 
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Ringgit stabilized in recent days… 

On Ringgit, BNM – in the latest MPS – “upped the ante” so to speak by shifting the 
narrative from “Ringgit weakness vs US Dollar being due to external factors rather 
than current domestic economic performance and outlook”, to stating outright 
that “Ringgit is undervalued vs economic fundamentals and growth prospects”, in 
line with our FX Research’s estimate of between 7% to 8% undervaluation vs the 
greenback (Figure 9). 

Ringgit has stabilized in recent days, improving to 4.70 intraday 7 Mar 2024, versus 
the recent low of 4.80 on 20 Feb 2024. This follows what we see as a “coordinated 
communications and actions” by BNM (e.g. Governor’s, Financial Market 
Committee (FMC) and Monetary Policy statements on 20/27 Feb 2024, 1 Mar 2024 
and 7 Mar 2024 respectively) and Ministry of Finance (e.g. Second Finance 
Minister’s statement in the Parliament on 29 Feb 2024) that include Ringgit-
supporting measure of Government-linked companies (GLCs) and Government-
linked investment companies (GLICs) repatriating AND converting their foreign 
exchange earnings and overseas investment incomes. 

Our FX Research maintains the house view of Ringgit ending this year firmer vs USD 
at 4.40. Within the next 6-9 months, Ringgit-positive factors include the signs of 
improving economic growth prospect, as per the exports rebound in Jan 2024 of 
+8.2% YoY after 10 straight months of decline (Dec 2023: -10.1%). We expect full-
year rebound in gross exports (2024E: +4.7%; 2023: -8.0%), thus exports of goods 
and services (2024E: +3.2%; 2023: -7.9%), to support real GDP growth pick up to 
+4.4% (2023: +3.7%). 

At the same time, the outlook on US interest rates matters (Figure 10). To recap, 
Ringgit strengthened to close at 4.59 at end-2023 vs the low of 4.79 on 23 Oct 2023 
as markets priced US Fed cutting interest rate as soon as Mar 2024 and by as much 
as -150bps cuts. Granted the outlook has since been revised to the Fed funds rate 
being cut by between -75bps to -100bps starting mid-year currently, which has 
renewed the pressures on RInggit vs USD recently. However, once the fog of 
uncertainty on US interest rate policy – in terms of timing and quantum – clears 
away, Ringgit outlook should be better. 

Longer term, economic reforms and restructuring – as well as strategic economic 
growth policies – are vital for Ringgit outlook. MPS stated that “over the medium 
term, ongoing structural reforms will provide more enduring support to the 
Ringgit”. Over the next couple of years, we see execution/implementation of fiscal 
reforms as the “low-hanging fruit” for a sustained Ringgit-positive/supportive 
outcome, especially given the legally-binding target of reducing budget deficit to 
-3.0% of GDP (2024E: -4.3% of GDP; 2023: -5.0% of GDP) and capping Government 
total debt at no more than 60% of GDP (end-2023: 64.3% of GDP) in 3-5 years as 
per the Fiscal Responsibility Act (FRA) i.e. by 2026 at the earliest and by 2028 
latest. Currently, the Government is in the process of rolling out revenue-
enhancing broadening of the tax base i.e. imposing Capital Gains Tax and 10% Low 
Value Goods Tax effective 1 Jan 2024; Services Tax rate adjustment to 6%-8% range 
from 6% and “Sugar Tax” hike effective 1 Mar 2024; upcoming High Value Goods 
Tax (“Luxury Tax”) on 1 May 2024. Further revenue-enhancement measures this 
year include strengthening tax compliance via “e-invoicing” starting 1 Aug 2024. 
At the same time, we expect to see the Government rolling out the targeted fuel 
subsidy rationalization by end-2Q 2024 at the earliest in view of the on-going 
Subsidised Diesel Control System 2.0 pilot programme (Feb-Apr 2024), plus 
complementing FRA with the tabling of Government Procurement Act (GPA) next 
quarter as well. 

From the perspective of strategic economic growth policies, some “early wins” 
from the National Industrial Master Plan (NIMP) and National Energy Transition 
Roadmap (NETR) which actually span the next 1-3 decades will be “added bonus” 
for Ringgit. We also look forward to the finalization and details of Johor-Singapore 
Special Economic Zones (JSSEZ) agreement before end-2024 after the inking of the 
MoU on 11 Jan 2024. 

To note, we have seen the Ringgit-positive outcome - supported by net inflows of 
foreign funds into both the local equity and bond markets - following US Fed’s 
interest rate cuts AND domestic economic reforms and restructuring before i.e. 
the post-GFC years of 2010-2023 (Figure 11-12).  
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Figure 1: BNM’s MPC Meeting Dates, 2020-2024 

Date Outcome 

21-22 January 2020 OPR cut by 25bps to 2.75% 

2-3 March 2020 OPR cut by 25bps to 2.50%  

4-5 May 2020 OPR cut by 50bps to 2.00% 

6-7 July 2020 OPR cut by 25bps to 1.75% 

9-10 September 2020 OPR maintained at 1.75% 

2-3 November 2020 OPR maintained at 1.75% 

19-20 January 2021 OPR maintained at 1.75% 

3-4 March 2021 OPR maintained at 1.75% 

5-6 May 2021 OPR maintained at 1.75% 

7-8 July 2021 OPR maintained at 1.75% 

8-9 September 2021 OPR maintained at 1.75% 

2-3 November 2021 OPR maintained at 1.75% 

19-20 January 2022 OPR maintained at 1.75% 

2-3 March 2022 OPR maintained at 1.75% 

10-11 May 2022 OPR raised by 25bps to 2.00% 

5-6 July 2022 OPR raised by 25bps to 2.25% 

7-8 September 2022 OPR raised by 25bps to 2.50% 

2-3 November 2022 OPR raised by 25bps to 2.75% 

18-19 January 2023 OPR maintained at 2.75% 

8-9 March 2023 OPR maintained at 2.75% 

2-3 May 2023 OPR raised by 25bps to 3.00% 

5-6 July 2023 OPR maintained at 3.00% 

6-7 September 2023 OPR maintained at 3.00% 

1-2 November 2023 OPR maintained at 3.00% 

23-24 January 2024 OPR maintained at 3.00% 

6-7 March 2024 OPR maintained at 3.00% 

8-9 May 2024 TBA 

10-11 July 2024 TBA 

4-5 September 2024 TBA 

5-6 November 2024 TBA 

Source: Bank Negara Malaysia 

 

 
Figure 2: BNM’s Monetary Policy Committee (MPC) Decision and Monetary Policy Statement (MPS) 

Decision/MPS 7 Mar 2024 24 Jan 2024 
Monetary Policy Committee (MPC) Decision 

OPR  Maintained at 3.00%  Maintained at 3.00% 

Monetary Policy Statement (MPS) 

Global economy 

 Global economy continues to expand albeit 
moderately, supported by domestic demand amid 
improvement in trade activity. Favourable labour 
market conditions in some countries continue to 
support consumption activity. 

 Looking ahead, growth in regional economies is 
expected to improve, while China’s growth would likely 
remain modest given continued weakness in the 
property market. Global trade is expected to 
strengthen as the global tech upcycle gains momentum. 

 Global headline and core inflation edged downwards in 
recent months with prospects of monetary easing in 
some countries in the second half of the year.  

 Nonetheless, the global monetary policy stance is likely 
to remain tight in the near term, as inflation remains 
above average.  

 Growth outlook remains subject to downside risks, 
mainly from an escalation of geopolitical tensions, 
higher-than-anticipated inflation outturns, and 
volatility in global financial markets 

 Global economy continues to expand, driven by 
domestic demand amid strong labour market 
conditions.  

 There are further signs of recovery in the electrical and 
electronics (E&E) sector, but global trade remains soft 
partly due to the continued shift in spending from goods 
to services, and ongoing trade restrictions.  

 While China’s economy continues to show signs of 
improvement, its recovery remains modest given the 
weakness in the property market.  

 Global headline and core inflation edged downwards in 
recent months but continue to be above average.  

 While the monetary policy stance is likely to remain 
tight in the near term, the tightening cycle has peaked 
for most central banks.  

 Growth outlook remains subject to downside risks, 
mainly from an escalation of geopolitical tensions, 
higher-than-anticipated inflation outturns, and 
heightened volatility in global financial markets. 
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Domestic economy 

 Malaysian economy expanded by 3.7% in 2023. 

 Moving forward, growth is expected to improve in 2024, 
driven by the recovery in exports and resilient domestic 
expenditure.  

 Export growth is turning positive after contracting since 
March 2023 and will continue to be supported by 
stronger global trade.  

 Tourist arrivals and spending are poised to rise further.  

 Continued employment and wage growth remain 
supportive of household spending.  

 Investment activity would be supported by the ongoing 
progress of multi-year projects in both the private and 
public sectors, the implementation of catalytic 
initiatives under the national master plans, as well as 
the higher realisation of investments.  

 Growth outlook is subject to downside risks stemming 
from weaker-than-expected external demand and 
larger declines in commodity production.  

 Meanwhile, upside risks to growth mainly emanate from 
greater spillover from the tech upcycle, more robust 
tourism activity and faster implementation of existing 
and new projects 

 4Q 2023 advance estimates for GDP affirmed that the 
overall growth for 2023 expanded within expectations. 

 Growth is expected to improve in 2024, supported by 
the recovery in exports and resilient domestic 
expenditure.  

 Continued employment and wage growth remain 
supportive of household spending.  

 Tourist arrivals and spending are expected to improve 
further.  

 Investment activity would be supported by continued 
progress of multi-year projects in both the private and 
public sectors, and implementation of catalytic 
initiatives under the national master plans.  

 Growth outlook remains subject to downside risks 
stemming from weaker-than-expected external 
demand and larger declines in commodity production.  

 Meanwhile, upside risks to growth mainly emanate from 
greater spillover from the tech upcycle, stronger-than-
expected tourism activity and faster implementation of 
existing and new projects. 

  

Inflation outlook 

 Headline and core inflation stood at 1.5% and 1.8% 
respectively in January 2024, trending in line with 
expectations.  

 Inflation in 2024 is expected to remain moderate, 
broadly reflecting stable demand conditions and 
contained cost pressures.  

 However, this outlook continues to be highly dependent 
on the implementation of domestic policy on subsidies 
and price controls, as well as global commodity prices 
and financial market developments. 

 Both headline and core inflation continued to moderate 
in 4Q 2023, mainly due to lower cost pressures amid 
stabilising demand conditions. 

 Overall, both headline and core inflation for 2023 are 
within expectations, averaging for the year at 2.5% and 
3.0%, respectively.  

 In 2024, inflation is expected to remain modest, 
broadly reflecting stable cost and demand conditions.  

 Risks to the inflation outlook remain highly subject to 
changes to domestic policy on subsidies and price 
controls, as well as global commodity prices and 
financial market developments.  

 Of note, the Government’s intention to review price 
controls and subsidies in 2024 will affect the outlook for 
inflation and demand conditions. 

Ringgit 

 Ringgit is currently undervalued, given Malaysia's 
economic fundamentals and growth prospects.  

 The Government and Bank Negara Malaysia are taking 
coordinated actions to encourage repatriation and 
conversion of foreign investment income by 
Government-Linked Companies (GLCs) and 
Government-Linked Investment Companies (GLICs). 
These actions are contributing to greater inflows, 
lending support to a firmer Ringgit. 

 Over the medium term, ongoing structural reforms will 
provide more enduring support to the Ringgit. 

 Recent Ringgit movements are primarily driven by 
external factors, and not reflective of the current 
domestic economic performance and prospects.  

 As the risk of heightened volatility in the global 
financial and foreign exchange markets remains, Bank 
Negara Malaysia will continue to ensure sufficient 
liquidity to support the orderly functioning of the 
domestic foreign exchange market. 

Monetary policy 
stance 

 At the current OPR level, the monetary policy stance 
remains supportive of the economy and is consistent 
with the current assessment of the inflation and growth 
prospects. 

 The MPC remains vigilant to ongoing developments to 
inform the assessment on the outlook of domestic 
inflation and growth.  

 The MPC will ensure that the monetary policy stance 
remains conducive to sustainable economic growth 
amid price stability. 

 At the current OPR level, the monetary policy stance 
remains supportive of the economy and is consistent 
with the current assessment of the inflation and growth 
prospects.  

 The MPC remains vigilant to ongoing developments to 
inform the assessment on the outlook of domestic 
inflation and growth.  

 The MPC will ensure that the monetary policy stance 
remains conducive to sustainable economic growth 
amid price stability. 

Source: Bank Negara Malaysia 
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Figure 3: OPR vs Inflation Rates   Figure 4: Real OPR (OPR minus CPI) 

 

 

 

Sources: Department of Statistics, Bank Negara Malaysias  Sources: Department of Statistics, Bank Negara Malaysia, Maybank IBG 
Research 

 

Figure 5: Total Approved Private Investments (MYRb)  Figure 6: Total Approved Private Investments – Foreign 
Direct Investment & Domestic Direct Investment (MYRb) 

 

 

 

Source: MIDA  Source: MIDA 

 

Figure 7: Actual/Realised Private Investment  Figure 8: OPR vs 1-Year Interest Rate Swap (IRS) Rate 

 

 

 

Source: Department of Statistics  Sources: Bank Negara Malaysia, Bloomberg 
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Figure 9: Selected East Asian Currencies – Estimated 
Under/Over Valuation vs USD (%) 

 Figure 10: USDMYR vs Malaysia-US Interest Rate Differential  

 

 

 

Source: Maybank FX Research & Strategy  Sources: Bloomberg, CEIC 

 

Figure 11: USDMYR vs Key Global and Domestic Events  Figure 12: USDMYR vs Net Foreign Flows into Malaysian 
Equity and Bond Markets 

 

 

 

Sources: CEIC, Maybank IBG Research  Sources: CEIC, Bank Negara Malaysia, Bursa Malaysia 
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
 

DISCLAIMERS 
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation 
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions 
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does 
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may  receive or read this report. Investors should therefore seek 
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies d iscussed or recommended in this report. 

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its 
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be 
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, 
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Reminder 
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Applicability of Ratings 
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not actively follow developments in these companies. 
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