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STRATEGY – MALAYSIA 

PEMULIH Fiscal Stimulus Programme  
Expect neutral market reaction to the RM150b stimulus package dubbed PEMULIH, 
although banks’ earnings may be slightly impacted by the expansion of loan 
moratorium extension. As in the prior fiscal packages, the direct fiscal injection is 
modest. Conversely, we expect a minor reaction to banks’ potential modification loss 
from the widening of loan moratorium eligibility to all income groups. Market sentiment 
will react more to the momentum of the nation’s vaccination programme.  

WHAT’S NEW 
• RM150b PEMULIH fiscal stimulus programme. To counter the damaging effects of the 

country’s protracted full lockdown, Prime Minister Tan Sri Muhyiddin Yassin has announced 
a fiscal stimulus programme to help the people, businesses, as well as those vaccinated 
under Phase One of the National Recovery Plan to curb the spread of COVID-19.  

• RM10b direct fiscal injection. Like the prior packages, while the RM150b PEMULIH 
programme is significant, representing about 11% of 2021F GDP, the direct fiscal injection 
of RM10b in this package represents a much more modest c.0.7% of GDP. Prior to 
PEMULIH, the government had announced multiple economic packages since MCO1.0, 
which have a total value of RM380b. We understand that the government would need to 
raise only an additional RM5b for the fiscal injection. At this point in time, UOB’s economics 
team has maintained the key economic forecasts for 2021 (see RHS table). 

• Market to be sidelined until closer to mid- or end-3Q21, taking cue from the nation’s 
vaccination momentum. Sentiment will be predominantly driven by the timing of the nation 
achieving herd immunity, which the government targets to be in Oct 21. While the daily 
vaccination rates have improved tremendously of late, the market may need to be 
convinced that the rates would sustain and further rise. Meanwhile however, infection rates 
continue to be stubbornly high (>5,000/day) judging by the country’s mobility movement, 
and may take a while before consistently falling below the 4,000/day threshold set in the 
National Recovery Plan before the full movement control order (FMCO) is relaxed. The 
FMCO has been extended to six weeks.  

ACTION 
• We maintain our end-21 FBMKLCI target of 1,665 (14.7x 2021F PE or -1.0SD to mean 

PE). We continue to advocate entering 3Q21 being more defensive, before gradually 
becoming more risk-on towards mid-3Q21. Our 2H21 strategy comprises a balanced focus 
on value/yield, growth, commodity super-cycle and reopening plays. By sector, we continue 
to OVERWEIGHT banks, REITs, gaming, and selected consumer and E&E.  

• Our top picks are CIMB Group, Genting Malaysia, Inari Amertron, Mr DIY, My EG 
Services, Press Metal, Sunway Berhad, Telekom Malaysia, Yinson and mid caps Hap 
Seng Plantations and Pentamaster. Given the upswing in vaccination momentum in the 
past few weeks, we have added reopening plays GENM and PMetal back to our  top picks, 
and removed the more defensive Astro and IGB REIT. 

 CURRENT FBMKLCI: 1,545 
TARGET END-21 FBMKLCI: 1,665 
 
 
 

KEY ECONOMIC/MARKET PROJECTIONS  
Indicator Forecast/Assessment for 2021 
GDP Growth • 4.0% (2020: -5.6%) 
Policy Rate • 1.75% 
Fiscal Deficit • -6.4% of GDP 
RM/US$ • 3Q21: RM4.14/US$  

• 4Q21: RM4.15/US$ 
FBMKLCI  • End-21: 1,665 (14.7x 2021F PE) 
FBMKLCI 
Earnings 

• 43% core earnings growth in 2021. ROE of 
11.4% in 2021 

Source: UOB Global Economics & Market Research, Bloomberg, UOB 
Kay Hian 

TARGETED VACCINATION RATES   

 

Source: The Star 
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STOCK PICKS 
Company Ticker Rec Mkt Cap Price 28 Jun 21 Target Price ----------- PE (x) ----------- ----------- P/B (x) ----------- ------- Div Yield (%) -------
   (US$m) (RM) (RM) 2021F 2022F 2021F 2022F 2021F 2022F
Large Cap       
CIMB Group CIMB MK BUY 11,132 4.61 5.10 12.2 9.2 0.7 0.7 3.3 4.3
Genting Malaysia GENM MK BUY 3,899 2.86 3.40 n.m. 9.8 1.2 1.2 5.1 6.8
Inari Amertron INRI MK BUY 2,534 3.14 4.30 35.0 29.2 8.2 8.0 2.6 3.1
Mr DIY MRDIY MK BUY 5,555 3.67 4.85 46.8 34.1 19.7 14.6 0.9 1.2
My EG Services MYEG MK BUY 1,563 1.80 2.65 17.7 20.3 4.6 4.0 1.7 1.5
Press Metal PMAH MK BUY 9,328 4.79 6.30 28.7 23.0 6.7 5.7 1.5 1.8
Sunway Bhd SWB MK BUY 2,016 1.71 2.25 24.1 16.8 1.0 1.0 1.7 2.4
Telekom Malaysia T MK BUY 5,505 6.05 7.00 17.3 16.1 3.0 2.8 3.5 3.7
Yinson YNS MK BUY 1,285 5.00 7.25 13.8 14.2 2.8 2.6 2.0 2.0
Small-Mid Cap       
Hap Seng Plantations HAPL MK BUY 347 1.80 2.45 10.9 19.0 0.8 0.8 6.4 3.7
Pentamaster PENT MK BUY 783 4.56 6.20 36.3 29.6 4.6 4.1 0.4 0.5

Source: Bloomberg, UOB Kay Hian 
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ESSENTIALS 
• Banks the focus sector of the PEMULIH fiscal package. The PEMULIH package will 

again call on a few sectors for their contributions, namely the banks and 
telecommunications sectors (refer to the table below for beneficiaries and contributors to 
the fiscal package). Tenaga does not seem to have been roped in to assist in the fiscal 
stimulus, unlike in 2020. Under PEMULIH, the government has expanded the eligibility to all 
income groups, unlike the moratorium announced in Jun 20 which was largely for the B40 
income group and any borrowers who are impacted by COVID-19. That said, the expanded 
moratorium will still be based on an opt-in model. 

• Banking sector will still grow even if modification losses arise again in 2021. Should 
banks not be allowed to charge additional interest on deferred hire purchase (HP) loan 
repayment under the moratorium, banks will have to again incur a net modification loss in 
2021. Assuming a similar absolute net impact as in 2020’s case, this would shave off 7% on 
our current 2021 sector earnings. Even if we were to build in a gross impact of up to 
RM3.5b, we are still expecting a sector earnings growth of 7% in 2021. On the flipside, 
sector earnings growth would display an even stronger growth of 33% in 2022 vs current 
estimates of 15%. We believe that the overall impact should be lower than the blanket auto 
moratorium in 2020 as the current moratorium is based on an opt-in model. 

• Maintain OVERWEIGHT on banks. The sector’s current consolidation phase provides an 
excellent opportunity to accumulate on weakness. Current valuation of 1.00x is at -1.5SD 
from its historical 5-year mean. We do not think that the current lockdown has a major 
upside risk on provisions as banks have by and large built in sufficient pre-emptive 
provisions for the vulnerable groups that are more likely to be impacted by the lockdown, 
while a swifter rollout of COVID-19 vaccination in 2H21 should help to spur economic 
recovery 

 

 PEMULIH STIMULUS PACKAGE WORTH RM150B
• The government will add up to RM500 for the Bantuan Prihatin 

Rakyat (BPR) for the month of July with payments to be made 
from 29 June. 

• The third phase of the BPR between RM100 and RM1,400 will 
be paid in September. 

• Payments for those who succeeded in the BPR appeals will also 
be paid out in September. Altogether, a total of RM4.9b will be 
paid out for the BPR initiative. 

• Government to expand job seekers' allowance to Social Security 
Organisation (Socso) non-contributors especially to new 
graduates and informal sectors. 

• Bantuan Khas COVID-19 (BKC) initiative for several categories 
with an allocation of RM4.6b. They are: 
o Households of hardcore poor will receive RM500 in August, 

RM500 in November, and RM300 in December. Singles 
from this category will receive RM200 in August and RM300 
in November. 

o B40 households will receive RM500 in August and RM300 in 
December. Singles from this category will receive RM200 in 
August. 

o M40 households will receive RM250 while singles in this 
category will receive RM100 in August. 

• The government will allocate a total amount of RM10m to 
implement the food basket initiative especially for the Orang Asli. 

• RM15m will be allocated to non-governmental organisations. 
• To address the issue of cost of living, the government will 

maintain the retail price for RON95 petrol, diesel, and LPG, 
which is expected to involve a subsidy worth RM6b this year. 

• Electricity bill discounts ranging from 5% to 40% to the people. 
• Extension of 10% electricity bill discount to Dec 21 (RM1b). 
• Wage Subsidy Programme 4.0 (RM3.8b). 
• One-off assistance of RM3,000 to over 5,300 registered tourism 

agencies. 
• 1GB free internet extended until end-21. 
• Moratorium eligibility expanded to all income groups (opt-in). 
• Deferment of payment of insurance premiums and contributions 

takaful (opt-in) (RM2.6b). 
• RM1b allocated to hasten immunisation programme 
Source: Prime Minister’s Office, Media reports 

PEMULIH MEASURES AND IMPACT 

Sector Measures Comments/Impact 

Banking Expanded the eligibility to all income groups unlike the 
moratorium announced in June 2020 which was largely for the 
B40 income group and any borrowers that are impacted by 
COVID-19. That said the expanded moratorium will still be 
based on an opt-in model 

Assuming if banks are not allowed to charge additional interest on deferred hire purchase 
(HP) loan repayment under the moratorium, banks will have to again incur a net modification 
loss in 2021. The total combined net modification loss for the banks amounted to roughly 
RM1.7b in 2020 (8% of 2020 sector earnings base), while the gross impact was at an 
estimated RM3.5b. 

Tourism a) Extension of 10% electricity bill discount from Oct to Dec 
b) Delay of monthly income tax instalment until reopening 
c) Wage subsidy of RM600 for up to 500 employees (no cap on 

salary rage) for four months 
d) One-off assistance of RM3,000 to over 5,300 registered 

tourism agencies 

• Marginally positive for Genting Group.  

• Marginally positive for REITs. 

Telecommunications 1GB free internet (supposed to end at 31 July 21) is extended 
until end-21. 

Note that the current offer only includes productivity-related apps instead of social media, 
gaming and videos apps. While celcos would forgone revenue from giving free data, the 
impact is minimal as telcos are not offering discounts to existing packages which would be 
dilutive to earnings, and we believe telcos still have legs to monetise from the ongoing trend 
of rising internet usage. 

Source: UOB Kay Hian 
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
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