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After being initially detected in the province of Wuhan, China towards the end of last year, the novel
coronavirus has spread to at least 170 countries and territories worldwide. Due to the global spread and
severity of the disease, the World Health Organization (WHO) declared the coronavirus outbreak as global
pandemic on March 11, 2020. This new pandemic is fast accelerating throughout the world with the number
of deaths soaring past 16,000 and more than 342,000 people infected globally.
Malaysia is not spared from this deadly virus with the country’s death toll rising to 18 while those confirmed
positive for the virus rose to 1,796 as at March 25, 2020. To contain and break the Covid-19 chain of infection,
the Malaysian government has declared a one-month Movement Control Order (MCO) effective March 18,
2020. During this MCO period, members of the public are advised to stay at home and non-essential
businesses to cease operation. Inter-state travel was curtailed with sporting events and public gatherings
cancelled.
This deadly pandemic undoubtedly has devastating effects on the Malaysia economy as well as the
economic welfare of the Malaysian rakyat. External factors in the form of global supply chain disruption and
global demand shocks together with lower private consumption that arise from the MCO implementation
have triggered a negative impact on all businesses in particular those related to aviation, tourism, retail, micro
businesses and those vulnerable groups such as the lower income individuals that fall under the B40
category.
With Malaysia in a state of uncertainty due to the virus outbreak and in financial distress resulting from the
suspension of business and industrial operations, the government has decided to launch two economic
stimulus packages. Both of these packages are specifically designed and formulated to counteract the
impact of the pandemic outbreak and also to ensure long-term economic sustainability of Malaysia.
The first stimulus package worth RM 20 billion was launched on February 27, 2020 by the former Prime
Minister Dr. Mahathir Mohammad. To boost confidence, stimulate growth and protect jobs, this first package
was aimed at ensuring all the economic risks associated with the outbreak are effectively addressed. The
three anchor strategies under this package focus on mitigating the impact of the Covid-19; spurring rakyat
centric economic growth and promoting quality investment. The key tax measures introduced under this
package cover easing the business cash flow position, boosting private consumption, promoting
investments, developing human capital and protecting employees from Covid-19.

Following up with the first package, Prime Minister YAB Tan Sri Muhyiddin Yassin announced the second
package on March 27, 2020 to further counter the effects of the extended MCO. This economic stimulus
package worth RM 230 billion carries the theme “Prihatin Rakyat” (Caring for the People) and contains
significant income support for Malaysians by alleviating income loss that arises during the MCO period
especially those from the M40 and B40 groups.
The combined value of both the stimulus packages at RM 250 billion is touted to be the largest financial aid
package ever to be introduced by the Malaysian government. The sheer size of this package is substantial as
it represents 15.5% of the country’s GDP and is equivalent to 84.2% of the federal government’s original
budget for the year 2020.
Of the overall RM 250 billion, RM 128 billion is allocated to safeguard the welfare of the people, RM 100 billion
to support businesses including Small and Medium Enterprises (SMEs) and RM 2 billion to strengthen the
nation’s economy. The balance amount of RM 20 billion was from the first economic stimulus package. This
huge funds allocation aims to provide immediate relief to the Malaysian rakyat and at the same time ensure
no one will be left behind.
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Some of the principle efforts provided under the economic stimulus package include:
1. To boost domestic consumption, a reduction in the minimum EPF contribution rate by 4% from 11% to 7%
effective 1 April 2020 to 31 December 2020. However, employees can still elect to continue at the higher
rate of EPF deduction.
2. To promote local tourism, a special personal income tax relief of up to RM 1,000 be given to resident
individuals for domestic travelling expenses that are incurred between 1 March 2020 to 31 August 2020.
The expenses that are eligible for tax relief include accommodation fees on tourist accommodation
premises registered with the Ministry of Tourism, Arts and Culture Malaysia and entrance fees to tourist
attractions, which are only effective for year of assessment 2020 only.
3. To stimulate the local tourism, all Malaysians will be eligible for digital vouchers for domestic tourism of up
to RM 100 per person for domestic flights, railway and hotel accommodation.
4. To promote local tourism, hotel and other accommodation operators will be given exemption from
charging 6% service tax on their accommodation and related services for a period of 6 months from 1
March 2020 until 31 August 2020.
5. To protect employees from Covid-19, expenditures incurred by companies in providing employees with
disposable personal protective equipment (PPE) such as face masks are deductible under section 33(1)
of the Income Tax Act. Expenditures incurred in providing non-disposable PPE to employees can be
claimed as capital allowance.

6. To facilitate businesses in restructuring and rescheduling their business loans, a 100% stamp duty
exemption is granted on loan restructuring and rescheduling agreements between borrowers and
financial institutions subject to the condition that the original loan agreements were duty stamped. The
waiver is only applicable to loan restructuring and rescheduling agreements executed from 1 March 2020
to 31 December 2020.
7. To boost investment, waiver of listing fees is given by Securities Commission and Bursa Malaysia for one
year for those companies seeking listing on the Leading Entrepreneur Accelerator Platform (LEAP) or
Access, Certainty, Efficiency (ACE) market as well as companies with market capitalization of less than RM
500 million seeking listing on Main Market.

8. To ease their cash flow, companies in the tourism industry such as travel agent, hotel operator and airlines
are allowed to defer their monthly income tax instalment payments for 6 months from 1 April 2020 to 30
September 2020. The deferment of monthly income tax instalment payments is also extended to SMEs for
3 months from 1 April 2020 to 30 June 2020.
9. To ease their cash flow, banking institutions will implement a 6-month moratorium on loan and financing
repayments by SMEs and individuals as well with effect from 1 April 2020.
10. To ease the economic burden of the rakyat, the package introduced:
a) The Bantuan Prihatin Nasional, a one-off cash aid which will be payable in accordance to the
household income level:
RM 1,600 is payable to nearly 4 million households earning less than RM 4,000 a month with the first
payment of RM 1,000 to be made in April and the remaining in May.
RM 1,000 is payable to nearly 1.1 million households earning between RM 4,000 to RM 8,000 a
month with the first payment of RM 500 to be made in April and the remaining in May.
RM 800 is payable to nearly 3 million single individuals aged 21 and above earning less than RM
2,000 a month with the first payment of RM 500 be made in April and the remaining in May.
RM 500 is payable to nearly 400,000 single individuals aged 21 and above, earning between RM
2,000 to RM 4,000 a month with the first payment of RM 250 to be made in April and the remaining
in May.
b) One-off cash incentive of RM 200 will be given to students of higher learning institution.
c) One-off cash aid of RM 600 to be given to taxi drivers and RM 500 to e-hailing drivers.
d) One-off cash aid of RM 500 to be given to Government pensioners.
e) One-off cash aid of RM 500 to be given to civil servants below grade 56, including contract staff.
f) Special allowance to frontline medical industry personnel will be raised to RM 600 a month starting
from 1 April 2020 until the end of the Covid-19 pandemic.
g) Free internet for all telecommunication users from 1 April 2020 until the end of the MCO period.
h) Deferment of monthly insurance premium and takaful contribution for a period of 3 months.
i) Tiered electricity discounts of between 15% and 50% for electricity consumption usage of up to
600kWh a month for 6 months beginning from the April 2020 bill.
j) 6-month period of loan repayment deferment to PTPTN for all borrowers.
k) Employees Provident Fund (EPF) contributors under the age of 55 are allowed to withdraw up to RM
500 per month limited to RM 6,000 from Account II for 12 months.
l) Private Retirement Scheme (PRS) contributors can make pre-retirement withdrawals of up to a
maximum amount of RM 1,500 without incurring any tax penalty from Account B effective from April
2020 to December 2020.
11. To ease the cash flow and economic burden of business organizations, the package introduced:
a) Exemption from contributing levies to the Human Resources Development Fund (HRDF) for 6 months
from April to September 2020 and extended to all industries.

b) EPF will introduce a programme named Program Khidmat Rundingan Majikan on 15 April 2020 to
provide employers with the options to defer payment, restructure or reschedule its portion of EPF
contributions.
c) Under the Wage Subsidies Programme, the government will contribute to the employers an amount of
RM 600 per month for each employee for 3 months to assist employers in retaining their employees.
This programme is only applicable to employees with monthly salaries not exceeding RM 4,000 and
working for employers who are experiencing more than 50% drop in their income since 1 January
2020.
d) Providing additional funds worth RM 4.5 billion to assist SMEs including micro-entrepreneurs under 5
key initiatives:
Increasing funds to the Special Relief Facility (SRF) for SMEs by RM 3 billion bringing the total to RM
5 billion with reduction in interest rate from 3.75% to 3.5%.
Increasing the size of the All Economic Sector Facility fund by RM 1 billion to RM 6.8 billion to
enhance financing access to SMEs.
Providing additional funds of RM 500 million under the Micro Credit Scheme to a total of RM 700
million for soft loans with interest rate of 2% with no collateral.
SMEs with business records of less than 4 years can leverage the BizMula-I and BizWanita-I schemes
for financing up to RM 300,000 under the Credit Guarantee Malaysia Berhad (CGC).
For SMEs that face difficulties in obtaining loans, Syarikat Jamainan Pembiayaan Perniagaan (SJPP)
will provide RM 5 billion worth of guarantees and increase the guarantee coverage from 70% to 80%.
The negative impact of the Covid-19 pandemic outbreak together with the MCO are greatly felt by both the
individual rakyat and the business communities in the form of income loss, liquidity problems and lifestyle
inconvenience. Thus, it is hoped that the announcement of the Prihatin Rakyat Stimulus Package by the
Malaysian government will be able to overcome those financial challenges and economic hardship that arise
from the spread of the pandemic and the MCO. At the same time, the package aims to put Malaysia on a more
solid footing for future economic growth.
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