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PART 1: DEBUNKING PAKATAN HARAPAN LIES ON NATIONAL BUDGET & ANALYSIS OF 

MALAYSIA’S NATIONAL DEBT 

 

Introduction 

The Malaysian government national debt is a subject of much debate, with proponents on both sides 

claiming that their version of national debt reporting is correct. This report will attempt to uncover the 

truths and fallacies of the national debt calculation and explore considerations of the political economy 

involved behind this contested figure.  

Shortly after the GE14, Pakatan Harapan (PH) appointed Lim Guan Eng (LGE) as the acting Finance 

Minister and in no short time had redefined the calculation of the Malaysian national debt to include 

direct government debt, government guarantees and lease payments accordingly under his 

competency, accountability and transparency (CAT) initiative.  

Specifically, while LGE had noted that the official federal government debts as at 31 December 2017 

amounted to RM686.8mil or 50.8% of GDP, he also specified that off-balance sheet items which 

include government guaranties and Public Private Partnerships (PPP) should be included in the 

national debt calculation to ensure transparency of the federal debt.   

 

Calculating the National Debt 

According to the GFSM manual published by the IMF in 1986, it specified that only debt denominated in 

cash transactions by the federal government should be reported as national debt. Under this definition, 

the prior BN administration only took direct obligations and did not include government guarantees, 

leases and other liabilities.     

However, subsequently according to the System of National Accounts 2008 published by the United 

Nations, both the Global Debt Database (GDD) and corroborated with the IMF’s Public Debt Statistics: 

Guide for Compliers 2011 and Government Finance Statistics Manual (GFSM) defines debt as the 

gross outstanding stock of all liabilities that are debt instruments. Based on this definition, debt statistics 

should ideally include (i) loans, (ii) debt securities, (iii) special drawing rights; (iv) currency and deposits; 

(v) other account payables; and (vi) insurance, pension, and standardized guarantee schemes.  

In the 2018 annual report released by the treasury, though there were specific guidelines for revenue 

reporting in the federal constitution, there was no similar codification for loans and liabilities, it is 

however performed according to the cash basis based on the International Public Sector Accounting 

Standard (IPSAS) which makes public accounts disclose all forms of public debt.   

Despite adopting IPSAS in 2005, for all previous financial statements prior to 2018, only federal debts 

were disclosed and government businesses were not consolidated. Starting in 2018 however, despite 

not consolidating government businesses, the components of the memorandum of liabilities were more 

comprehensive than previous annual reports, reporting all forms of debt including the federal debt, 

private finance initiative obligations, financial commitments and other liabilities as separate categories. 

This is a much more transparent system of reporting than what was performed previously and it is a 

commendable step in the right direction to align our reporting standards closer to the goals of IPSAS.  
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It should be noted here that 2019’s financial statements should be adopting the accrual basis of 

accounting instead of the cash basis as per the IPSAS roadmap agreement with the government of 

Malaysia. This is one aspect to observe when the audited financial statements for 2019 are released to 

the public as the accrual basis is much more comprehensive as it requires a statement of both financial 

position and performance, a cash flow statement, changes in equity and its corresponding notes.  

Malaysia’s standard definition of national debt is the sum of all money owed by the federal government 

through the issuance of debt instruments, obligations that are not represented by bonds and bills such 

as pensions are not included within the national debt figure.   

The central bank of the country, Bank Negara Malaysia, stated that the government, the central bank 

itself, and other agencies of public service have the right to raise debt through issuing bonds and notes. 

All of the debt raised by the government is the responsibility of the Treasury department of the Ministry 

of Finance. This type of debt forms an integral part of the national debt, and is usually referred to both 

administrations as the official federal direct debt obligation and is traditionally used as the metric to 

gauge the official debt-to-GDP ratio. 

The next type of debt includes leases between the government and private entities and agreements 

with PPPs, this is the controversial portion of the federal debt which for accounting purposes (overseen 

by the Ministry of Finance), is not included as part of the national debt calculation as they regard these 

as contingent liabilities and as such are off-balance sheet items not required to be disclosed in the 

official face of the balance sheet.  

These guarantees became a major political issue during the run-up to the GE14 in 2018, as these debt 

guarantees were not counted as part of the official national debt but is an issue because of the high risk 

of default on guaranteed loans that will eventually pass the financial obligation onto the federal 

government at a later point in time.  

 

The Statutory Credit Limit 

The federal government has a debt ceiling imposed on it by parliamentary law, expressed in terms of 

percentage of debt to GDP. Though the official level of the limit is 55% of GDP, there are 2 problems 

with this limit.  

Firstly, the limit is self-imposed, so the limit can be adjusted in parliament by whoever has a majority or 

even abolished entirely. A second problem regarding the ceiling is that there is no specific definition of 

public debt as a percentage of GDP, this leads to a whole range of technical issues. 

 

The Bone of Contention  

The previous BN administration argues that only the debt of the central government should constitute 

the entirety of public debt (this is mostly due to a technicality caused by the unclear official definition of 

public debt) which at the time of the change of government was estimated at 50.8% of GDP.  

This is in essence a political narrative as the previous BN administration does not want to appear to be 

breaching the self-imposed debt ceiling. The problem however is that the definition of public debt is too 
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narrow to account for all debt obligations owed by the government and can be subject to manipulation, 

pushing away real debt obligations towards categories not recognized in the public debt statistic.  

On the other hand, PH and several market experts argued that according to the definition of official debt 

in the IMF guidelines, all debts owned by the public sector, including public sector GLC guarantees 

should be regarded as public debt and as such, must be revised. When the new government formed in 

2018, they took into account all other public debts and declared that the actual public debt could be 

anywhere upwards of 80.3% of GDP. (It should be noted here that there are many grey areas when 

compiling national debt figures as not all countries play by the rules set by the IMF). 

Therefore, in the interests of full disclosure, the then-newly elected prime minister, Mahathir 

Mohammad explained that there were two off-budget debt categories in the national accounts that 

although were mentioned within the notes to the national accounts previously, were not regarded as 

official public debt. Their argument was that these were still public debt obligations and as such should 

be accounted for in the central government budget.  

The revised figure on the other hand including government guarantees raises the national debt figure to 

65.4% of GDP. Despite publicizing the PPP and lease agreements as debt obligations on the 

government’s accounts, the then Prime Minister, Mahathir Mohammed had not taken the step to 

include them in the national debt statistics. Including those agreements would result in a 14.9% 

increase in debt percentage to GDP, resulting in a total figure of 80.3%. Despite this, BNM officially 

records national debt as being the direct government debt under the previous definition and therefore 

omits items such as leases and PPP agreements. 

This therefore results in a system where three separate public stakeholders have different 

measurements of the national debt. Using 2Q18 as a reference point, BNM reports a figure of 50.8% as 

per the previous BN administration’s definition of the public debt, while the federal government who 

declared that debts guaranteed by the BN administration should be included report a figure of 65.4% 

and some PH politicians and market analysts prefer the figure of 80.3% as the true indication of the 

country’s debt position. Therefore, the question of how much the national debt is, depends on who is 

asked and how complete their figures are.      

 

Public Debt Estimation 

Due to the issue of data availability, as the national debt is traditionally regarded as a state secret which 

is usually officially released in the annual financial statements, several clues point to the position of the 

country’s debt position.    

It should be noted here that BNM only includes direct government guarantees in the “debt guaranteed 

by federal government” thus resulting in a discrepancy between the financial statements released by 

the ministry of finance which are more comprehensive and reported BNM statistics. 
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BNM publishes government debt statistics quarterly as follows (4Q17 - 4Q19):  

 

Source: BNM, INSAP Analysis 

 

These figures from BNM was further corroborated with a report published by an official release from the 

then ministry of finance in July 2019 which detailed the official debt position of the country at end 2018. 

A summary of the nation’s debt obligation between end 2017 and 2018 is shown below: 

 

 

As can be seen above, the PH-run ministry of finance had included several items not included in BNM’s 

official reporting. It is obvious that from 2017 to 2018, federal government debt had increased 1.1% in 

terms of debt % to GDP from 50.1% in 2017 to 51.2% in 2018 and further increased to 52.2% in June 

2019. Whereas other liabilities which include PPP guarantees and government leases decreased as a 

share of GDP from 19.0% at end 2017 to 12.8% at end 2018. a 6.2% decrease in the space of one 

year. This resulted in total government debt decreasing from 79.3% in 2017 to 75.4% in 2018 or a 

decrease of 3.9%.  

This should be seen in the context of the wider national discussion, as the PH administration eliminated 

the GST as promised pre GE14, leading to a large shortfall in direct government revenues, forcing the 
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PH administration to issue more direct debt securities thus increasing the top line official debt figure to 

finance direct government spending. On the other hand, this was offset by a greatly reduced 

government guarantees portion, giving the impression that the official debt obligation had increased 

when in fact total debt had decreased when including all forms of debt and government guarantees.   

A further breakdown of direct debt issuance is given in the said report as follows:  

 

We can see that the largest increase in direct government debt is in fact through MGS and MGII bonds 

which form the traditional mechanisms of public debt. This debt is held mostly by domestic buyers as 

opposed to foreign players.  

In addition, the report goes on to mention that in June 2019, direct federal government debt had 

increased to RM799.1bil which is an alarmingly large increase from RM719.5bil at end 2018, increasing 

by RM81.3bil. This was due to an increase of RM31bil in MGS, RM36bil increase in MGII, a RM6.5bil 

issuance of Bil Perbendaharaan and a RM7.8bil issuance of Japanese samurai bonds (which will be 

discussed in a later section). Of these, RM23.3bil was used to finance government borrowings due 

while RM22.4bil was used to finance the government fiscal deficit such as development expenses and 

the balance of RM35.6bil will be used to finance borrowings due and fiscal deficit during the July to 

December 2019 period.  

A list of the federal government guarantees is provided in Annex I below. It should be noted that the 

total corresponds with the official debt statistics published by BNM. It can be seen that among 

government guarantees to be borne, the largest are held by Danainfra Nasional Berhad which 

guarantees the building of MRT infrastructure and the Pan Borneo Highway at RM52.7bil, followed by 

Prasarana Malaysia Berhad holding RM31.4bil and Malaysia Rail Link Berhad at RM18.9bil. After 

infrastructure guarantees, it is worthy to note that 1MDB guarantees form the largest non-infrastructure 

guarantee in the list at over RM9bil at end 2018 which will be discussed in a later section. 

In percentage terms, total government guarantees were further broken down into sector usage 

purposes and the aging periods as highlighted below: 
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As can be seen from the above, at the end of 2018, infrastructure takes up the bulk of government 

guarantees at 48.2% of total guarantees, this is to be expected as the growing demand of commuter-

ship in the inner city requires heavy and expensive investment into infrastructure such as the LRT and 

MRT lines, highways and the like. The second highest investment destination is in services, notably in 

the education sector under PTPTN, followed by public investment initiatives, utilities and finance. As for 

the aging period, we can see that over RM80bil or roughly 32% of government guarantees are due 

within 5 years.  

 

1MDB Debts   

It was made clear in the official report on the national debt that 1MDB was reported as a separate issue 

from the overall list of government debts. This is a calculated political statement against the former 

administrations of both BN and the board of 1MDB in which the former Prime Minister DS Najib Razak 

chaired the board of advisors.  

Under the PH administration, LGE admitted that the government is obligated to pay the debts incurred 

by 1MDB. It is known that the audited financial statements of 1MDB stated that while the company is a 

strategic investment company, it does not generate income of its own accord, but rather relies on 

government debt as the sole source of funding.  

This is highly controversial as there is no income generated by the company to pay off its debts 

guaranteed by the ministry of finance who at the time was also headed by DS Najib Razak. In fact, this 

is a clear conflict of interest for any legal or financial expert whereby the chairman of the board of 

advisors is also the minister of finance who had approved the guarantee of loans. In the prelude to 

GE14, this fact was expertly exploited by the then-opposition PH to sway public opinion.  

DS Najib Razak had attempted to deflect the claims that 1MDB was effectively bankrupt by declaring 

that 1MDB was in a net asset position as its assets were more than its liabilities. While technically true, 

it does not mention the fact that most of its assets (particularly its property holdings) were revalued at 

the fair market rate and not at the cost rate which would have put the company in a net liability position.  

This is a subject of academic debate as the then government claimed that those properties were being 

held as investment property and thus was allowed to value them at the market rate, however the fact 

that plans were being drawn up to develop the land indicate that it should have been recorded at cost 

price as per the IFRS standard which would have effectively rendered them technically insolvent. This 
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was made clear when 1MDB was not able to service a RM2bil debt repayment to IPIC, indicating a 

severe lack of cash flow, as most of its “other revenues” were from its revaluation of government lands. 

In addition, after GE14, following a review by audit firm PriceWaterhouseCoopers (PWC), it was later 

revealed by the directors of the sovereign fund that the company was indeed insolvent and unable to 

repay its debts, CEO Arul Kanda was then sacked for dereliction of duty.  

Putting these academic debates aside, it is clear that 1MDB as an entity consisted of the highest level 

of government guarantees after infrastructure development. The list of government guarantees 

including letters of support include (i) a RM5bil sukuk bond at a 5.75% interest rate to be made with a 

payment period of 30 years (ii) a letter of support for RM12.6bil at a rate of 4.44% for 10 years and (iii) 

a debt for asset swap between 1MDB and IPIC where 1MDB would guarantee its subsidiaries ie. 1MDB 

Energy Ltd and 1MDB Energy (Langat) worth RM14.6bil and RM7.3bil at a rate of 5.99% and 5.75% 

respectively over 10 years. A summary is provided below. 

Summary of 1MDB debts as at 31 December 2018: 

 

 

Note: The above list does not include the injection of public funds into 1MDB totalling RM8.1bil, which would bring the total 

debt to RM51.7bil as at December 2018.   

As expected, to decrease the financial legitimacy of the previous administration, the PH-led ministry of 

finance had adopted the cost approach to its property assets, this was not however entirely wrong as 

this accounting treatment more closely aligns with the definitions set in IFRS. In this regard, the assets 

of 1MDB previous claimed by DS Najib Razak to be RM50bil was revised down to RM10bil. This was 

corroborated by PWC’s definition and accounting treatment of those property assets. This devaluation 
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of assets effectively placed 1MDB in a net liability position of RM41.6bil which the previous BN 

administration does not wish to admit. A breakdown of the list of revalued assets is given below: 

 

 

In light of all this, the issue of 1MDB is a thorny one to argue in defence of the 1MDB administration, 

this is due to the fact that there are many glaringly obvious irregularities and the refusal of both the 

1MDB and BN administration to adequately defend accusations made against it. Therefore, it may be 

wise not to involve ourselves in the debate altogether.   

 

LGE’s Samurai Bonds 

In March 2019, LGE as acting finance minister had completed a RM7.3bil samurai bond deal with 

Japan. The deal, a 10-year samurai bond was guaranteed by the Japanese Bank for International 

Cooperation, which is wholly owned by the Japanese government. Due to the heavy publicity of 

Mahathir’s visit to Japan, it attracted heavy interest from Japanese investors and eventually was 

oversubscribed by a factor of 1.6 times, resulting in the overall financing cost of the bond at 0.53%, 

lower than the initial 0.65% estimate. According to LGE, the bonds will be used for public infrastructure 

development.     

A samurai bond is a colloquial term used for yen-denominated bond issued in Tokyo by a non-

Japanese entity and is subject to Japanese regulations. They are popular due to the low interest rates 

charged on the Yen compared to other countries, this is due to an effectively zero interest rate from the 

Bank of Japan, resulting in some local bonds trading below zero. As Japan is essentially in 

recessionary territory, any bond coupon yields above zero are attractive to the Japanese bond market. 

In addition, due to the fact that the bonds are denominated in Yen, there is no currency exchange risk 

for Japanese bond buyers.  

In the context of Malaysia however, this may not be the best form of financing as firstly, samurai bonds 

are usually made by corporate entities in order to enter the Japanese market, eliminating their currency 

risk as well. For Malaysia, we are essentially borrowing in Yen and will repay the bond in Yen, opening 

the doors to currency risk fluctuations, in layman’s terms, if the Malaysian Ringgit devalues against the 

Yen, we will end up paying more in real terms after considering the devaluation in our own local 

currency in comparison to the Yen. 



 

9 
 

This risk can be mitigated by subscribing to a cross-currency swap, in the government’s context, this 

means swapping the principal and interest of both the Japanese Yen for Malaysian Ringgit at a fixed or 

variable rate at regular fixed intervals, unfortunately, there is not enough detail   

The chart below illustrates the currency fluctuation between the Ringgit and Japanese Yen: 

 

 

As can be seen from the above, there has been major fluctuations between the RM and the JPY after 

the signing of the Samurai Bond agreement with the exchange rate falling from RM1:JPY27 in April 

2019 to its lowest at RM1:JPY25 in August 2019, representing a drop of 7.4%, since then the RM had 

appreciated against the JPY only to fall to RM1:JPY24.5 at the beginning of March, which could cause 

additional risky headwinds for the Malaysian government due to the Samurai Bond exchange risk.  

The Samurai Bond is in my view rather strange as the government’s preferred source of credit is from 

the Traditional MGS and MGII route, which increased from RM686bil to RM793bil in December 2019 

according to BNM statistics. Despite knowing that the Ringgit is a comparatively weaker currency than 

the Japanese Yen, the true cost of the loan after taking into account the relevant currency swap would 

invariably be more expensive than simply issuing a 10-year MGS debt which has a return of 3.885%, a 

RM7bil issuance would be a drop in the bucket relative to the overall MGS debt already issued.   

This suspicion was all but confirmed when LGE was quoted in The EDGE in March 2019, that the 

effective cost of a 10-year Samurai Bond after accounting for the cross-currency swap would be closer 

to 4%, much higher than the coupon rate of 0.53% as reported in the media.  

Reporters had asked LGE why didn’t the government simply issue MGS debt given that the JPY has 

fluctuated historically higher than the RM. In response to this line of query, LGE retorted that this was 

still lower than the 1MDB bond coupon rate underwritten by Goldman Sachs, which was exchanged at 

5.99% coupon rate before the US Dollar currency swap and if those swaps were included, the bond 
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would have an effective borrowing rate of nearly 10%. LGE also replied that he is confident that the RM 

will appreciate against the JPY, mitigating Malaysia’s currency risk.  

This in my opinion is not an adequate reply to the reporter’s question and clearly evades the reasoning 

as to why the Samurai bonds are preferred over the MGS bond which has lower currency exchange 

risk. Agreeing with my view, are economists Dr. Yeah Kim Leng who argued that the Samurai bonds 

should only be used as the last resort and Dr Abu Sofian Yaakob, economics lecturer at UPM school of 

business who said that the currency risk would be too much for Malaysia to enter into, alrernatively, 

they could plug the existing gaps in the taxation system to ease pressure on its finances.  

There was also speculation that the bond issuance was in relation to a sale of strategic Malaysian 

assets such as the sale of a 16% share in IHH healthcare held by Khazanah Nasional to Mitsui Co. & 

Ltd, one of the underwriters of the Samurai bond as a quid pro quo.  

Aside from this, there was also speculation that the extension of the Lynas rare earth plant in Gebang, 

Pahang, was done in connection to the issuance of the Samurai bond, as the main beneficiaries of 

Lynas were the Japanese downstream electronics industry, this was further fuelled when while on a trip 

to Japan, Mahathir said that the government would allow Lynas to keep its operating plant in Malaysia 

as they did not want to lose such a large investment and in view of the huge demand for rare earths.  

Clearly there is a connection between Japanese commercial interests and the Samurai bonds issued, 

which the PH administration does not wish to publicly acknowledge. 

 

Final Thoughts   

It can be seen in the report of government debt and BNM statistics that there is a clear increase in our 

total debt, inclusive of all loans and guarantees from RM1.087 in 2017 to RM1.09tril in 2018 (official 

2019 figures have not been released).  

On a similar vein, despite the declarations from PH that the then-BN administration has overborrowed, 

it can be seen that the official federal debt numbers have actually increased from 2017 when it was 

RM686bil to RM793bil at the end of 2019 based on BNM statistics. Despite the fact that while PPP 

government guarantees have decreased, the federal debt tally offsets its reduction and in fact is 

growing at an alarming rate due to the loss in income from the elimination of the GST.  

The focus on Malaysia’s government guarantees by LGE can be seen as a clever method of increasing 

the federal debt while at the same time claiming credit for reducing the government’s PPP guarantees. 

While LGE is not wrong in saying that all government debts should be considered as it is in line with the 

published debt reporting guidelines released by the IMF and the UN, he does not address the fact that 

the federal debt has been growing at an alarming rate since he took over. 

Notably this increase in public debt was to do with a larger fiscal deficit caused by a lack of revenues 

from the GST. At the same time however, many infrastructure projects such as the KL-Singapore High 

Speed Rail which would have brought many mutual economic benefits for both Malaysia and Singapore 

was halted claiming that Malaysia does not have the necessary funding to continue. Yet despite this, 

there seems to be nothing stopping the growth in the federal debt obligation.  

In this regard, there is a dire need to balance our fiscal budget, a personal suggestion would be to 

introduce in parliament a bill that would restrict the ministry of finance from running a deficit budget and 
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incurring debts that it cannot repay. This will promote the best usage of public funds available and will 

force the government to either raise new taxes or slash unnecessary spending in the interest of the 

whole nation.   

ANNEX I 
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ANNEX I Cont’d 
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PART 2: PAKATAN HARAPAN’S ASSERTION OF NATIONAL DEBT AT RM1 TRILLION:  
HOW THEY ARRIVED AT THE FIGURES 

 
 

Compilation of Statements and Comments by Pakatan Harapan and Rebuttals by Barisan 
Nasional Leaders  
 
 
Tun Dr Mahathir revealed national debt has reached RM1 trillion 
On May 21, 2018, the then Prime Minister Tun Dr Mahathir Mohamad revealed that Malaysia's debt has 
reached an alarming RM1 trillion at a monthly assembly with the civil servants under the Prime Minister's 
Department. He said important measures must be taken for the nation to quickly recover from the situation.  
 
He also pointed out that the country only used to have debts of around RM300 billion when he was the 
prime minister previously.1 
 
 
Lim Guan Eng confirmed that national debt has surpassed RM1 trillion 
On the next day, March 22, 2018, then Finance Minister Lim Guan Eng in his first press conference as 
Finance Minister confirmed that Malaysia’s debt has surpassed RM1 trillion, contributed by the 1Malaysia 
Development Bhd financial scandal and mega projects by the previous Barisan Nasional (BN) 
government.2  
 
He said this was revealed during the discovery exercise where all relevant departments were able to start 
consolidating their accounts and numbers. Lim added that he has also been informed that the ministry 
has been bailing out 1Malaysia Development Berhad (1MDB) with payments since 2017.3 
 
 
Lim Guan Eng detailed how RM1 trillion govt debt figure was calculated 
On May 24, 2018, Ministry of Finance (MOF) confirmed payments made by Bank Negara and Khazanah 
were used to service 1MDB debt obligations. It confirmed reports that funds from deals with the Bank 
Negara and sovereign wealth fund Khazanah were used by the previous BN government to meet some 
liabilities of troubled state fund 1MDB. Lim Guan Eng said the MOF has so far made payments amounting 
to RM6.98 billion, due to 1MDB’s inability to pay.4  
 
Lim continued to explain how the RM1 trillion debt was derived. He gave a breakdown of the government 
debt and liabilities that exceeds the RM1 trillion figure, standing at RM1.087 trillion. He said that the RM1 
trillion debt quoted by the then Prime Minister Tun Dr Mahathir included the total government debt, 
government guarantees and lease payments for public-private partnerships (PPP). 
 
The official Federal Government debt is RM686.8bil or 50.8% of GDP. Also, the Government is already 
committed to paying for government guarantees for various entities which are unable to service their 
debts. This amounts to RM199.1bil or 14.6% of the GDP.5 
 

 
1 https://www.nst.com.my/news/nation/2018/05/371507/pm-countrys-debt-alarming-rm1-trillion 
2 https://www.nst.com.my/news/nation/2018/05/372018/finance-minister-confirms-malaysias-debt-more-rm1-trillion 
3 https://www.thestar.com.my/news/nation/2018/05/22/guan-eng-confirms-national-debt-more-than-rm1-trillion/ 
4 https://www.channelnewsasia.com/news/asia/lim-guan-eng-1mdb-malaysia-payments-10274482 
5 https://www.thestar.com.my/business/business-news/2018/05/24/debt-to-gdp-ratio-above-80pct-says-lim 

https://www.nst.com.my/news/nation/2018/05/371507/pm-countrys-debt-alarming-rm1-trillion
https://www.nst.com.my/news/nation/2018/05/372018/finance-minister-confirms-malaysias-debt-more-rm1-trillion
https://www.thestar.com.my/news/nation/2018/05/22/guan-eng-confirms-national-debt-more-than-rm1-trillion/
https://www.channelnewsasia.com/news/asia/lim-guan-eng-1mdb-malaysia-payments-10274482
https://www.thestar.com.my/business/business-news/2018/05/24/debt-to-gdp-ratio-above-80pct-says-lim
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Lim added that these government guarantees were for entities such as Danainfra Nasional Bhd 
(RM42.2bil), Govco Holdings Bhd (RM8.8bil), Prasarana Malaysia Bhd (RM26.6bil), Malaysia Rail-link 
Sdn Bhd (RM14.5bil) as well as an estimated RM38bil for 1Malaysia Development Berhad (1MDB).  
 

 
https://www.channelnewsasia.com/news/asia/lim-guan-eng-1mdb-malaysia-payments-10274482 

 
 
He said based on the two items above, the debt stands at RM885.9bil or 65.4% of GDP. 
 
Lim also said that the Government also must make lease payments for "Public-Private Partnership" (PPP) 
projects such as the construction of schools, roads, hospitals and police stations, which amount to 
RM201.4bil (14.9% of GDP). Hence, he said the Federal Government debt and liabilities amount to a 
total of RM1,087.3bil or 80.3% of the GDP as of Dec 31, 2017. 
 
However, Lim reassured the public by saying that the financial sector is stable, the banking sector is well-
capitalised and there is sufficient liquidity in the market. 
 
The internationally accepted norm for a country's debt-to-GDP ratio is 55% or below. Under the previous 
government, it was stated as 50.4%. 
 
 
 
 

https://www.channelnewsasia.com/news/asia/lim-guan-eng-1mdb-malaysia-payments-10274482
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https://www.facebook.com/KementerianKewanganMalaysia/posts/10155816500758547 
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PH detailed the government's debt and liabilities (as at 31 December 2017) 
 
1. Federal government debt of RM686.8 billion, or 50.8% of GDP. 
According to PH, the debt figure of RM686.8 billion as at December 2017 told only three-quarters of the 
story. It did not include off-balance-sheet debt or contingent liabilities (i.e. debts that COULD be incurred 
if something goes wrong or in the worst-case scenario). Off-balance sheet debts include state 
government borrowings raised by bond issues. Contingent liability refers to off-budget debt and explicit 
or implicit guarantees by the Government. Malaysia’s contingent liabilities stood at 16.9% of the gross 
domestic product in the first half of 2017.6 
 
Even so, Moody’s had an A3 rating on Malaysia, with a stable outlook. The country is considered as 
one of the fastest-growing A-rated sovereign under Moody’s coverage. 
 
2. Lease payments for public-private projects of RM201.4 billion, or 14.9% of GDP. 
According to LGE, the government is obligated to pay for the rental, maintenance and other costs on a 
number of "Public-Private Partnership" (PPP) projects including the construction of schools, hostels, 
roads, police stations and hospitals. 
 
3. Government guarantees of RM199.1 billion, or 14.6% of GDP. 
 
The government was committed to paying the debt of entities which are unable to do so, including RM42.2 
billion for Danainfra Nasional Bhd, RM26.6 billion for Prasarana Malaysia Bhd and RM38 billion for the 
insolvent 1MDB. 
 
That takes the total debt to RM1.087 trillion, or 80.3% of GDP. 
 

 
https://www.theedgemarkets.com/article/mof-breaks-down-rm1-tril-govt-debt 

 
  

 
6 https://www.thestar.com.my/business/business-news/2018/03/22/msia-contingent-liabilities-lowrisk 

https://www.theedgemarkets.com/article/mof-breaks-down-rm1-tril-govt-debt
https://www.thestar.com.my/business/business-news/2018/03/22/msia-contingent-liabilities-lowrisk
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As stated in economic and financial data in Bank Negara website below: 
 
As of December 1, 2017, the federal government's official debt was RM686.8 billion or 50.8% of Gross 
Domestic Product (GDP). For the first quarter of 2018 (Q1 2018), it has increased to RM705 billion. 

 

 
https://www.bnm.gov.my/index.php?ch=statistic_nsdp&lang=bm 

 
 

Najib criticised how RM1 trillion debt was calculated by PH government 
On March 25 2018, the spat continued with former Prime Minister Dato Sri’ Najib Tun Razak who accused 
Tun Dr Mahathir of "unnecessarily spooking" the country's stock market, causing investors and 
government-linked investment companies to suffer losses, by declaring that the national debt is RM1 
trillion.7 
 
In a Facebook post on May 25, 2018, Najib said he was glad that the Finance Minister had come clean 
in his earlier statement that the official federal government debt remains at RM686.8 billion ringgit or 50.8 
per cent of the gross domestic product (GDP), not 65 per cent or RM1 trillion as previously claimed. 
 
The percentage of debt over GDP at 50.8 per cent was much lower than the 103.4 per cent during the 
first tenure of Tun Dr Mahathir as Prime Minister. 
 
Mahathir had blamed the ballooning debt on abuses by the government led by Najib. However, Najib 
defended the his administration by reiterating that it had "always complied with international debt reporting 
guidelines", and questioned the inclusion of government guarantee figures. 
 
He argued that contingent obligations, such as guarantees, have never been included in the official 
measurement of government debt, not even during Tun Mahathir's previous reign. 
 
He defended that the government had given these guarantees to certain entities it owns to help lower 
their financing cost. These are typically long-term obligations backed with revenue-generating assets. 

 
7 https://www.facebook.com/najibrazak/posts/10155359065845952 

https://www.bnm.gov.my/index.php?ch=statistic_nsdp&lang=bm
https://www.facebook.com/najibrazak/posts/10155359065845952
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As for public-private partnership projects or private finance initiative leases, Najib said these were 
"operating expenses and not debt", and were "much needed social infrastructure". 
 
Najib pointed out that all these figures were published in Treasury Reports, Bank Negara Malaysia reports, 
Accountant General reports, Auditor-General Reports every year without fail. He said the previous 
government also did not hide RM300 billions of debts or falsified figures as alleged.8 
 

 
 
 
Stock market tumbling hard following debacle on national debt and 1MDB liabilities 
Najib reiterated his previous claim that the new administration's remarks on Malaysia's debt and 1MDB 
liabilities had caused the stock market to fall. 
 
He sarcastically thanked the PH government for revealing the truth about the RM1 trillion debt and also 
congratulated the new PH government for unnecessarily spooking the market which has led to sharp falls 

 
8 https://www.nst.com.my/news/nation/2018/05/373354/najib-congratulates-guan-eng-spooking-market-rm1-trillion-debt-
claim 

https://www.nst.com.my/news/nation/2018/05/373354/najib-congratulates-guan-eng-spooking-market-rm1-trillion-debt-claim
https://www.nst.com.my/news/nation/2018/05/373354/najib-congratulates-guan-eng-spooking-market-rm1-trillion-debt-claim
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of the stock exchange and huge foreign capital outflow. This debacle has led to real losses to stock 
market investors and our GLICs (government-linked investment companies) such as EPF, KWAP, 
Khazanah and Tabung Haji. 

 

 
https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt 

 

 
https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt 

https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt
https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt
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https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt 

 

 
 

https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt 

 
https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt 

 

https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt
https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt
https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt
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https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt 

 
 

Tony Pua claimed that government guarantees are also debts 
On May 26, 2018, Tony Pua who was the then Political Secretary to Finance Minister Lim Guan Eng 
slammed Najib for “obviously trying to be disingenuous with words” when the latter insisted that he was 
telling the truth about the country’s debt. He claimed Najib had abused his power to circumvent 
contingent liabilities from being showing in the balance sheet.9 
 
Tony Pua who was MP for Damansara added to the polemic by saying that “a debt in any other name 
stink just as bad”. He rebutted Najib’s earlier statement by saying that ‘official’ figure used by the past 
Najib administration failed to take into account the true debt obligations by the Federal Government. 
 
Tony Pua maintained that regardless of the official definition, taxpayer’s money will still be used to 
service government-guaranteed debts if state funds fail to meet their obligations. 
 
 
UMNO claimed reporting of RM1 trillion national debt violates IMF standards – contingent 
liabilities should not be included in national debt reporting 
On June 2, 2018, UMNO’s Strategic Communication Unit in a statement criticized the PH government's 
claim that the country's national debt stands at over RM1 trillion goes against international government 
debt tabulating standards set by the International Monetary Fund (IMF). 
 
It said the calculation was erroneous because the PH government was combining government debt of 
RM686.8 billion and contingent liabilities of RM238 billion. It pointed out that other countries in the world 
exclude contingent liabilities, which include lease commitments when reporting their national debt 
figures.  
 
It was stressed that lease payments are spending items, not debt items. If we include them, then all 
government spending items such as government employees’ salary, pension, subsidies in the national 
debt figures should also be included, but this is incorrect in national debt reporting. 
 

 
9 
https://www.malaysiakini.com/news/426983?fbclid=IwAR2liB4E4zB8zwV71eVehGoyMu6nhhkytgD9zfQppYZYp3QNHSlzYs
PRVcw 

https://www.theedgemarkets.com/article/what-malaysias-rm109-tril-debt
https://www.malaysiakini.com/news/426983?fbclid=IwAR2liB4E4zB8zwV71eVehGoyMu6nhhkytgD9zfQppYZYp3QNHSlzYsPRVcw
https://www.malaysiakini.com/news/426983?fbclid=IwAR2liB4E4zB8zwV71eVehGoyMu6nhhkytgD9zfQppYZYp3QNHSlzYsPRVcw
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UMNO stressed that the BN government had always been following the international standard of 
reporting national debt figures. All figures are publicly available in Bank Negara (BNM), Treasury, 
Accounting General Department and National Audit Department websites. 
 
UMNO also noted that Malaysia had always abide by IMF standard of reporting national debt, whereby 
the country reported both government debt (securities issued by the government such as bonds) and 
contingent liabilities (debt guaranteed by the government) separately. 
 
 
UMNO accused PH of lumping together debt and liabilities to back up claim of RM1 trillion debt  
UMNO also pointed out that the PH government was playing with words as it realised its mistake – they 
were no longer using RM1 trillion debt, but RM1 trillion debt and liabilities. Which is technically right. 
Government of Malaysia had over RM1 trillion liabilities, of which RM686.8 billion is in the form of debt 
securities 
 
PH government adds commitments such as lease payments and maintenance fees to the existing 
government debt and contingent liabilities amounting to RM201.4 billion. And that’s how they arrived at 
the RM1 trillion debt figures. 
 
 
Mahathir never included contingent liabilities in national debt figures throughout his first tenure 
UMNO also pointed out that during Tun Mahathir’s first tenure as PM, contingent liabilities increased 
every year and when he left, there’s about RM52.7 billion of it and it was never included in the national 
debt figures. 
 
As the country’s economy grows, the government raises more revenue and the government becomes 
more capable to take up more debt. 
 
It stressed that the previous BN government never defaulted on any debt or obligations. It’s not about 
the amount of debt but what they did with the debt and the capability to service/repay the debt. 
 
 
Moody's maintained Malaysia debt burden at 50.8% of GDP 
On June 17, 2018, Moody's Investors Service was maintaining its estimate of Malaysia's direct 
government debt at 50.8% of GDP in 2017.10 
 
Its assessment of contingent liability risks posed by non-financial sector public institutions has also not 
changed following some statements by the new PH government. 
 
Najib was quick to share the news and said Moody's attested to BN’s figure and maintained Malaysia’s 
debt ratio to be at 50.8 per cent his administration.  
 
He maintained that Malaysia did not go bankrupt then so there should be no logic that Malaysia would 
be bankrupt at 50.8 per cent or even at 80.3 per cent debt - especially since 97 per cent of our 
government debt is denominated in Ringgit. 
 
 

 
10 https://www.thestar.com.my/business/business-news/2018/06/13/moodys-maintains-malaysia-debt-burden-at-50pt8pct-of-
gdp/ 

https://www.thestar.com.my/business/business-news/2018/06/13/moodys-maintains-malaysia-debt-burden-at-50pt8pct-of-gdp/
https://www.thestar.com.my/business/business-news/2018/06/13/moodys-maintains-malaysia-debt-burden-at-50pt8pct-of-gdp/
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Malaysia contingent liabilities low-risk  
International rating agencies have reaffirmed Malaysia’s “A- or A3 ratings” with a stable outlook. The 
stable outlook indicates that a change in the rating is less likely in the near-term. However, they 
cautioned that a sustained rise in debt and interest paid above certain threshold levels, and insufficient 
fiscal consolidation would put pressure on the country’s credit ratings.11 
 
Fitch Ratings in their commentary dated 18 July 2019 highlighted that the greater clarity provided by the 
new Malaysian government on contingent liabilities does negatively influence the debt ratios. 
 
Malaysia’s contingent liabilities are considered “low-risk” at the current level although they are likely to 
increase moving forward, according to Moody’s Investors Service. 
 
S&P in their assessment dated 3 July 2019 expects the quantum of net debt to GDP to gradually 
decline over the next three to four years due to the government’s more stringent management of debt 
accumulation and guarantee issuance. 
 
The ratings agency’s sovereign risk group assistant vice-president Anushka Shah said that the 
Government has been prudent and careful in managing the country’s contingent liabilities. 
 
 
PSC confirmed government debt and liabilities at RM1.09 trillion at 2018 year-end 
On July 17, 2019, the Special Parliamentary Select Committee (PSC) on the Budget has confirmed that 
the government's debt and liabilities stood at RM1.09 trillion as at the end of 2018.12 
 
The chairman of the PSC Datuk Seri Mustapa Mohamed said the committee had convened to 
determine the actual debt and liabilities of the Federal Government that would have an impact on its 
annual budget.  
 
He said the latest findings of the government’s debt and liabilities were in line with the accrual 
accounting released by the International Monetary Fund (IMF). 
 
In the report tabled in the Dewan Rakyat, the RM1.09-trillion debt and liabilities consist of RM741bil of 
Federal Government debt, RM132.7bil of government-guaranteed loans, RM32.2bil of 1Malaysia 
Development Bhd (1MDB) principal debt, and RM184.9bil of other liabilities.13 
 
The PSC also recommended that the government’s debt and liabilities be tabled in detail regularly for 
Parliament to monitor the payback performance and actual debt. 
 
It also recommended the monitoring of debt to ratio of the GDP, government deficit ratio to GDP, and 
the service payment compared to government revenues. 

 
11  
12 https://www.thestar.com.my/news/nation/2019/07/17/psc-confirms-govt-debt-liabilities-at-rm109-trillion-at-2018-yearend 
13 https://www.thestar.com.my/news/nation/2019/07/18/govt-debt-and-liabilities-exceed-rm1-trillion 

https://www.thestar.com.my/news/nation/2019/07/17/psc-confirms-govt-debt-liabilities-at-rm109-trillion-at-2018-yearend
https://www.thestar.com.my/news/nation/2019/07/18/govt-debt-and-liabilities-exceed-rm1-trillion
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https://www.parlimen.gov.my/ipms/eps/2019-07-17/DR.4.2019%20-%20DR%204.2019.pdf 

 
 
Mustapa also said that the government had loaned almost RM9bil to 1MDB, which could instead have 
been used to fund infrastructure and development projects such as schools and healthcare (public 
infrastructures and amenities).14 
 

 
 

https://www.parlimen.gov.my/ipms/eps/2019-07-17/DR.4.2019%20-%20DR%204.2019.pdf 
 

 
14 https://www.nst.com.my/news/nation/2019/07/505095/malaysias-overall-debt-liabilities-stood-rm109-trillion-end-2018 

https://www.parlimen.gov.my/ipms/eps/2019-07-17/DR.4.2019%20-%20DR%204.2019.pdf
https://www.parlimen.gov.my/ipms/eps/2019-07-17/DR.4.2019%20-%20DR%204.2019.pdf
https://www.nst.com.my/news/nation/2019/07/505095/malaysias-overall-debt-liabilities-stood-rm109-trillion-end-2018
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Rembau MP Khairy Jamaluddin who was also a committee member said that while the government had 
reported to be looking into ways to reduce the country’s debts, the measures had not been successful 
as the numbers had shown. 
 
He also said that claims that the RM1 trillion in liabilities was caused by 1MDB were inaccurate, it is one 
of the contributing factors along with others which include various development projects in the country, 
it is not the sole contributing factor to the overall national debt. 
 
 
Views from experts on ‘RM1 trillion debt’ claim by PH government 
Following Prime Minister Tun Dr Mahathir Mohamad statement on May 21, 2018, that the country’s 
debt level has breached the RM1 trillion mark during his first address to civil servants, Bursa Malaysia 
was hammered for four consecutive days, as investors frantically sold off their stakes. 
 
The statement, which was so than alarming had raised concerns among Malaysians on the country’s 
fiscal sustainability. The benchmark FBM KLCI saw the biggest year-to-date decline on May 23, 
tumbling by 40.78 points or 2.21% to 1,804.25 points, total gains made by the index this year were all 
wiped out in just four days. While the struggling ringgit which had weakened since April before the 
GE14 on May 9, 2018, continued to decline as concerns on public debt loomed, anxiety intensified 
among Malaysians and in the market about the former PM’s shocking statement. 
 
Many especially the Opposition claimed Mahathir and Finance Minister Lim Guan Eng’s statements as 
exaggerated, far-fetched lie and misleading. 
 
The “RM1 trillion debt” remark stood in sharp contrast to Bank Negara’s debt tally of RM686.8bil as at 
end-2017, putting the federal government’s debt-to-GDP ratio at 50.8% – lower than the 55% self-
imposed debt limit. 
 
However, Mahathir refuted this and claimed that the national debt-to-GDP ratio has shot up to 65.4%. A 
day after his announcement, Finance Minister Lim Guan Eng put the ratio at 80.3% of GDP, or about 
RM1.09 trillion in debt as at end-2017. 
 
It was described as ‘creative accounting’ by Opposition, mainly UMNO politicians. The lower official 
debt figures released under the BN government had excluded the contingent liabilities and several 
other major “hidden” debts from the direct liabilities, which amounted to RM686.8bil as at end-2017. 
This was the major difference in the polemic between PH and BN politicians on the appropriate way of 
national debt reporting, the summary of main arguments as follows: 
 

a. Contingent liabilities, which were released separately before this, basically refer to government-
guaranteed debt and do not appear on the country’s balance sheet. Examples of contingent 
liabilities are the loans under the National Higher Education Fund Corp (PTPTN) and certain 
debt of the controversial 1Malaysia Development Bhd (1MDB). 

 
b. Funding for several government mega-projects such as the mass rapid transit (MRT) projects 

was also categorised as contingent liabilities. The MRT lines were funded by DanaInfra 
Nasional Bhd, the government’s special funding vehicle for infrastructure projects. DanaInfra 
raises money from the market through sukuk, which are, in turn, guaranteed by the 
government. The guaranteed amount is classified as a contingent liability. In the event of less-
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than-expected revenue collection from the MRT lines moving forward, the government will have 
to intervene to repay the sukuk holders. 
 

c. The current ruling government believes that RM199.1bil out of the RM238bil contingent 
liabilities deserves attention to ensure proper debt repayment. 
 

d. The 1MDB alone comes with an estimated contingent liability of RM38bil. 
 

e. On the remaining government guarantees, the MOF said they have been provided by “entities 
which can service their debts such as Khazanah Nasional Bhd, Tenaga Nasional Bhd and 
MIDF”. 
 

f. Apart from contingent liabilities, there are several major “hidden” debts, which do not fall under 
both direct liabilities and contingent liabilities. It was called the debts “off-off-balance sheet” 
government debt. These are the future commitments of the federal government to make lease 
payments for public-private partnership projects such as schools, roads and hospitals. The 
MOF put the debt under this third category at RM201.4bil. 

 
Altogether, Malaysia’s debt and liabilities are said to amount to a total of RM1.09 trillion. 
 
The debacle on different debt categories and total liabilities was not something new. It was previously 
raised by PH leaders and economists about the debt figures over the past few years when BN was still 
in power. The previous BN government’s rationale of classifying these debts as contingent liabilities in 
separate off-balance sheet items was occasionally questioned under the media limelight.  
 
The then Opposition PH claimed that the motive was to make sure the national debt balance sheet 
looks healthy and lean as well as allegedly shielding corruptive elements from parliamentary and public 
scrutiny, which had become the main political fodder fuelling for PH’s political raison d'etre to rally the 
nation in a fight against alleged kleptocracy in a tense campaigning in the run-up to GE14 in May 2018. 
 
 
Economists disagreed with inclusion of contingent liabilities in national debt reporting but 
cautioned on need for ‘debt sustainability’  
Ever since Mahathir’s shocking claim of “RM1 trillion debt’ and further supported by Lim Guan Eng’s 
confirmation and description of the debt structure, there were tense debates involving both sides of the 
political divide, which gave an impression of continued partisan politicking long after the general 
elections.  
 
Economists and financial experts offered a professional, relatively fair and prudent view on the matter. 
Many of them have questioned the PH government’s move to add contingent liabilities and debt 
obligations with direct liabilities. It should be noted that as per the standard procedure of credit rating 
agencies, only the direct liabilities are taken into the calculation of the debt-to-GDP ratio, without taking 
into account contingent liabilities. This perhaps is the best rebuttal to PH’s irresponsible claim of ‘RM1 
trillion’ debt, which technically discredits the PH’s methods of national debt reporting, and raises 
suspicion of it being politically-motivated from the beginning. 
 
This was later quietly admitted by PH with a tweak to the ‘RM1 trillion debt’ statement by referring it as 
‘RM1 trillion debt and liabilities’, which lump the two debt categories and total liabilities together so that 
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it was in consonant with the ‘RM1 trillion’ figure as claimed by Mahathir in the first place and further 
supported by Lim Guan Eng. 
 
Moody’s Investors Service sovereign risk group assistant vice-president Anushka Shah described 
Malaysia’s contingent liabilities as “low-risk” at the (then) current level, and added that the government 
has been prudent and careful in managing the guaranteed debts. However, she pointed out that 
Malaysia’s federal government debt burden remains elevated at 51%, relatively higher than the median 
of other A-rated sovereign states at 41%. 
 
She said Malaysia government adopted rigorous selection criteria in granting guarantees to entities and 
most of the recipient companies are relatively healthy and have strong balance sheet positions. It was a 
good timely testament that vindicated the previous BN government under Najib. 
 
Since the issue broke out, it was generally agreed among experts that greater emphasis should be 
given on “debt sustainability”, which refers to the growth of debt against the growth of the economy. 
Some pointed to the fact that Malaysia’s debt has risen faster than economic growth over the last 10 
years.  
 
Some views suggested Malaysia’s debt sustainability is yet to be a cause of concern because debt 
repayments are made on an annual basis as opposed to a colossal one-off payment of RM1 trillion, it 
was substantiated by the fact that Malaysia’s economic growth of close to 5% is sufficient to cover 
government debt as long as the economy is growing while the government can service the debt 
charges, it is not that alarming. 
 
Nevertheless, it was generally agreed that the government should move fast to introduce measures to 
reduce and manage the country’s debt levels. This is highly crucial in assuring creditors and investors 
that the country’s fiscal health remains uncompromised. Some of the measures suggested as follow: 
 

a. Cut down on unnecessary expenditure, plugging leakages in the federal government’s finances 
and containing public-sector wage bills; 

 
b. Overhaul the current pension system; 

 
c. Push for a wide and investment-friendly tax policy reform to boost potential growth should be 

expedited; 
 

d. Set up a budget oversight body to ensure better fiscal rules, budgetary processes and closer 
fiscal monitoring to ensure fiscal discipline; 

 
e. Consider expenditure cuts through the privatisation and reformation of the numerous 

government-linked corporations, as well as the reduction in size and budget allocation of the 
Prime Minister’s Office; and 

 
f. Renegotiate and review mega projects. 
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Najib claimed national debt has surpassed RM800 billion mark under PH 
On July 4, 2019, Najib in a Facebook post claimed the national debt level would surpass the RM800 
billion mark. Based on his calculations, he said the national debt stood at RM797.4 billion and he 
expected that by the following month, it would have risen to RM800 billion. 
 
He said this was due to PH government’s borrowing of RM3.5 billion on top of the RM4 billion sukuk 
bonds issued, which expiring in 2019. He said the figures showed that the PH government had 
borrowed RM67 billion through domestic sukuk for the first six months of 2019. 
 
In March, Lim Guan Eng had also announced that the government had borrowed RM7.3 billion from 
foreign sources by issuing Samurai bonds. 
 
He said this has brought our official debt to RM800.9 billion compared to RM686.8 billion at the end of 
2017 under the previous BN administration.15 
 
He said the calculation has not taken into account the RM 82 billion that Petronas has to pay to the 
government or the numerous national assets being sold. It was claimed that the PH government 
continued to add to the national debt at a faster rate than BN in its era.  
 
He claimed in the first six months of 2019 alone: 
 

a. PH had borrowed RM74.3 billion in domestic and Japanese samurai bonds and only repaid 
debts of RM17.7 billion, which means that the national debt has increased by RM58.6 billion.16 

 
b. Lim Guan Eng was in China to discuss panda bonds, which would mean more borrowing from 

China.17 
 
Najib said that in 2017, the BN government had borrowed RM113.9 billion and repaid RM73.2 billion, 
increasing the national debt by RM40.8 billion. 
 
By comparison, he said the PH government borrowed RM114.8 billion and only repaid RM63.8 billion, 
resulting in an RM52 billion increase in the national debt in 2018. 
 
Najib criticized PH government had not repaid a single sen of 1MDB’s outstanding loans, they are 
borrowing money at a much faster rate than BN and repaying less. 
 
 
PH government defended rise of direct debt   
On September 29, 2019, MOF in a statement said the PH government's refusal to resort to "off-
balance-sheet financing" to cover up dubious debts is why Malaysia's direct debt has increased from 
50.1 per cent of the GDP in 2017 to 51.2 per cent in 2018. This was contrary with the practice of 
previous BN government, where he claimed a substantial portion of the country's RM1.087 trillion debt 
and liabilities, he said, were "hidden" by the previous administration.18 
 

 
15 https://www.msn.com/en-my/news/national/national-debt-has-passed-rm800-billion-mark-najib-says/ar-AADOZWs 
16 https://www.freemalaysiatoday.com/category/nation/2019/06/29/national-debt-now-at-rm797-bil-claims-najib/ 
17 https://www.thesundaily.my/business/govt-in-talks-with-china-on-panda-bonds-guan-eng-MI569619 
18 https://www1.treasury.gov.my/index.php/en/gallery-activities/press-release/item/5525-media-release-malaysia-
government-s-total-debts-and-liabilities.html 

https://www.msn.com/en-my/news/national/national-debt-has-passed-rm800-billion-mark-najib-says/ar-AADOZWs
https://www.freemalaysiatoday.com/category/nation/2019/06/29/national-debt-now-at-rm797-bil-claims-najib/
https://www.thesundaily.my/business/govt-in-talks-with-china-on-panda-bonds-guan-eng-MI569619
https://www1.treasury.gov.my/index.php/en/gallery-activities/press-release/item/5525-media-release-malaysia-government-s-total-debts-and-liabilities.html
https://www1.treasury.gov.my/index.php/en/gallery-activities/press-release/item/5525-media-release-malaysia-government-s-total-debts-and-liabilities.html
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At the same time, Lim Guan Eng also pointed out that the government's total debt and liabilities have 
been reduced from 79.3 per cent of the GDP in 2017 to 75.4 per cent in 2018. 
 
Lim also defended the PH government’s decision to sell national assets which came under heavy 
scrutiny and criticism. He said the country's decision to divest non-core and non-critical assets to 
rebalance its portfolio and realign the role of the public sector lies completely with the Prime Minister's 
Office. The proceeds from these divestments, when returned to the treasury in the form of dividends, 
will be allocated towards further reduction of our debt and liabilities.19 
 
In addition, he also assured the public that the PH government was actively pursuing the recovery of 
assets bought using funds misappropriated from 1MDB globally. 
 
 
PH government’s measures on fiscal policy and debt management 
Among initiatives such as the introduction of a Fiscal Responsibility Act20 and the Government 
Procurement Act21 will help enhance the credibility and accountability of public finances. The 
government will publish details of the overall debt and liabilities (including government-guaranteed and 
off-budget liabilities) in the annual fiscal report. The government has established a Debt Management 
Committee22 to focus on fiscal consolidation, reducing overall debt and liabilities of the government, and 
improving debt management. Some of the measures undertaken include evaluation of high-cost 
projects and identification of government-guaranteed debt to be restructured. The Committee will also 
review acts, procedures and legal requirements relating to the issuance of direct government debt, 
government guarantees and other government commitments.23 
 
The summary of measures taken or mooted by the PH government on fiscal policy and debt 
management as below: 
 

a. Sales of non-strategic assets  
b. Review existing tax systems and incentives offered to companies 
c. Replace GST with SST 
d. Recover 1MDB funds 
e. Review and renegotiate mega projects  
f. Slightly reduce the size of Cabinet and civil servant 
g. Public spending cuts, 
h. Leverage state assets 
i. Special dividend by Petronas  
j. Issuance of sukuk and bon 
k. Attempt to enact the Fiscal Responsibility Act and the Government Procurement Act 
l. Set up Debt Management Committee 
m. Impose a limit on statutory guarantees by the government  

 
 
  

 
19 https://www.theedgemarkets.com/article/mof-defends-rise-direct-debt-under-ph-government 
20 https://www.nst.com.my/news/nation/2018/11/427522/2019-budget-fiscal-responsibility-act-be-tabled-2021 
21 https://www.theedgemarkets.com/article/budget-2019-government-introduce-government-procurement-act-2019-ensure-
transparency-and 
22 https://www.nst.com.my/news/politics/2019/05/488666/govt-rolls-out-debt-management-office-oversee-debt-and-liabilities 
23 https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_190724.pdf 

https://www.theedgemarkets.com/article/mof-defends-rise-direct-debt-under-ph-government
https://www.nst.com.my/news/nation/2018/11/427522/2019-budget-fiscal-responsibility-act-be-tabled-2021
https://www.theedgemarkets.com/article/budget-2019-government-introduce-government-procurement-act-2019-ensure-transparency-and
https://www.theedgemarkets.com/article/budget-2019-government-introduce-government-procurement-act-2019-ensure-transparency-and
https://www.nst.com.my/news/politics/2019/05/488666/govt-rolls-out-debt-management-office-oversee-debt-and-liabilities
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_190724.pdf
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A revisit to BN’s fiscal policy and debt management 
Former PM Najib has been able to lower Malaysia’s fiscal deficit every year since taking power in 2009 
and that has been significant for maintaining Malaysia’s investment-grade sovereign credit ratings.24 
 
The previous BN government repeatedly said it was committed to ensuring national expenditure does 
not exceed 55% of the Gross Domestic Product (GDP) so national debt remains at a manageable level. 
 
Former Prime Minister Najib throughout his tenure assured lawmakers that the national debt was still 
manageable, and Malaysia is portrayed as a nation with moderate debt levels. 
 
He said BN government’s expenses were productive as they were used to fund economic activities that 
were beneficial to the people, such as building hospitals and dams for better water supply and flood 
mitigation. He added that the private sector also directly benefited from the loans, conducting projects 
to stimulate economic growth. 
 
While guarantees were given mainly to public entities that conduct infrastructure projects and manage 
higher education, such as Prasarana, MRT Corp and PTPTN. 
 
 
GST introduction and subsidy rationalisation by previous BN government  
Najib administration introduced subsidy reform in July 2010 through a reduction in subsidies for fuel 
and sugar. Further cuts in subsidies for these and other products were planned over a three to five-year 
period to strengthen government finances and improve economic efficiency. 
 
The government's balance sheet was the main reason for subsidy reform. It was revealed that the 
government spent RM24.5 billion on subsidies in 2009, contributing to a large deficit amounting to 7% 
of GDP. Whereas, the subsidy rationalisation will save about RM750 million in 2010. 
 
Moody's found that the subsidy rationalisation was partially responsible for Malaysia having maintained 
its standing in financial markets and that there is "upward pressure" on its bond rating. 
 
The 6% Goods and Services Tax (GST) was introduced in April 2015, the purpose was to replace the 
ineffective and outdated sales and service tax as the then BN government was seeking additional 
revenue to offset its budget deficit and reduce its dependence on revenue from Petronas. 
 
In May 2016, Najib said the implementation of the GST and the rationalisation of subsidies gave the 
Government income to spend in times of economic uncertainty. He said these “proactive measures” 
had enabled the Government to still give civil servants a pay rise and build the Pan Borneo Highway 
despite the slow economy affected by the lowering oil price and other commodities during that time. 
 
On March 8, 2018, 2 months before the GE14, the International Monetary Fund IMF even commended 
Malaysia for its strong and resilient economic performance, underpinned by accommodative monetary 
policy and gradual fiscal consolidation implemented under Najib administration.25 
 

 
24 https://www.reuters.com/article/us-malaysia-election-economy/poll-promises-in-malaysia-signal-a-longer-road-to-fiscal-
strength-idUSKBN1I80SW 
25 https://mole.my/imf-praises-malaysias-economic-performance/ 

https://www.reuters.com/article/us-malaysia-election-economy/poll-promises-in-malaysia-signal-a-longer-road-to-fiscal-strength-idUSKBN1I80SW
https://www.reuters.com/article/us-malaysia-election-economy/poll-promises-in-malaysia-signal-a-longer-road-to-fiscal-strength-idUSKBN1I80SW
https://mole.my/imf-praises-malaysias-economic-performance/
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In the last years before May 2018, Malaysia’s economy had shown resilience and continued to perform 
well despite external shocks, while fiscal consolidation proceeded. Progress was made towards 
achieving high-income status and improving inclusion 
 
 
Perikatan Nasional administration may witness the return of BN policies 
The new Perikatan Nasional (PN) government is now a one-and-a-half month old after it emerged from 
the political chaos that lasted for about two weeks since the end of February 2020. This happened 
following the sudden resignation of Mahathir as PM amidst intra-party conflicts within PH which 
eventually caused the collapse of 21-month-old PH government. Tan Sri Muhyiddin was appointed as 
the 8th PM by YDP Agong, that formally lead to the birth of PN with a combination of BN, PAS and 
PPBM, as well as support from GPS of Sarawak.   
 
The return of many experienced politicians and former Cabinet Ministers under BN to helm the federal 
government would no doubt give the country a little more certainty of direction, particularly the 
approach to managing the economy. It is also expected that the PN government would likely be more 
pragmatic in giving room for industries and SMEs to grow, and embark on a more expansionary 
strategy in the next national budget. 
 
Before the Covid-19 outbreak, Malaysia was already struggling with fiscal deficit for years with a 
projected drop in government revenue. Hence in 2019, the PH government tabled a lower expenditure 
Budget 2020 which lead to the country being chocked by the lack of public spending that was needed 
to spur the economy, and convince the return of private investments.    
 
The PN government has a daunting task to maintain a fiscal deficit. Moreover, the Malaysian economy 
is expected to be on the verge of technical recession following the impact of Covid-19, the economy 
could shrink -2% GDP. Covid-19 is already disrupting industries like tourism and tourism-related 
activities, manufacturing, construction, mining and agriculture following the lockdown. The job market is 
also impacted by retrenchments and many workers going on unpaid leave in many sectors.26 
 
PN would have to urgently address unemployment and increase job opportunities, easing the economic 
burden of the people, particularly those in vulnerable sections of society, supporting the private sector; 
undertaking capacity building for the future, supporting the SMEs, and also to support the informal 
business activities and those working in this sector. 
 
The fiscal responses of the PN government are crucial in maintain fiscal health and debt sustainability. 
Given that PH with its ideological and leadership profile that it possesses with close relations to BN with 
almost identical ‘political DNA’, it is widely expected that similar BN policies would be adopted moving 
forward. Safeguarding employment and livelihoods have always been the immediate task and BN has a 
proven track record in it with common welfare always a prominent trait in BN’s style of governance for 
the past 61 years of ruling. 
 
The second measure would be to supercharging economic activity in a post-Movement Control Order 
(MCO) and post-Covid-19 environment. Planned fiscal stimulus package to increase infrastructure 
spending and broaden personal tax relief, as well as direct cash injection, would be implemented. 
 

 
26 https://www.edgeprop.my/content/1665952/covid-19-place-malaysian-economy-technical-recession-says-ambank 

https://www.edgeprop.my/content/1665952/covid-19-place-malaysian-economy-technical-recession-says-ambank
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It will be a daunting task for the new PN government, regardless of underlying political instability that 
may test the solidarity and maturity of the newly-formed alliance from time to time. Difficult decisions will 
need to be made later on how to boost tax revenue, while true political will and wisdom are needed to 
help guide the nation out of this difficult time.  
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PART 3: Summary of facts and fallacies on National Budget 
 
Debunking Pakatan Harapan Lies on National Budget 

 Lies from PH Facts from BN/PN 
 

1. 1Trillion debt 
 
In May 2018, Tun Dr. Mahathir during his address at the monthly 
assembly with civil servants under the Prime Minister's Department said 
that the country will be heading towards bankruptcy just by settling the 
interest of the RM1 trillion debt. The debt according to Lim Guan Eng 
includes: 
 

• Federal government debt of RM686.8 billion, or 50.8 per cent of 
GDP. 

• Lease payments for public-private projects of RM201.4 billion, or 
14.9 per cent of GDP. 
(The government is obligated to pay for the rental, maintenance 
and other costs on a number of "Public-Private Partnership" 
(PPP) projects including the construction of schools, hostels, 
roads, police stations and hospitals.) 

 

• Government guarantees of RM199.1 billion, or 14.6 per cent of 
GDP. 
(The government is committed to paying the debt of entities 
which are unable to do so, including RM42.2 billion for Danainfra 
Nasional Bhd, RM26.6 billion for Prasarana Malaysia Bhd and 
RM38 billion for the insolvent 1MDB) 

 

 
 
Najib Razak in May 2018 also explained in a Facebook post that the 
official federal government debt remains at 686.8 billion ringgit (50.8 per 
cent of the GDP) - not 65 per cent or 1 trillion as previously claimed and 
the level of 50.8 per cent is much lower than the 103.4 per cent reached 
during the first reign of Tun Dr. Mahathir. 
 
Previously, BN government had always complied with international debt 
reporting guidelines and contingent obligations, such as guarantees, have 
never been included in the official measurement of government debt, not 
even during Tun Mahathir's first reign. 
 
The government had given these guarantees to certain entities it owns to 
help lower their financing cost. These are typically long-term obligations 
backed with revenue-generating assets. 
 
As for PPP / PFI leases, these are operating expenses and not debt and 
are for much needed social infrastructure, including schools, police 
stations, hospitals, universities, etc. 
 
To date, as of end-June 2019, the federal government debt stood at 
RM799.1 billion — domestic debt (RM769.9 billion) and outstanding 
offshore borrowing (RM29.2 billion). The government’s direct debt at most 
had increased RM94.1 billion since PH took over. 
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2. Samurai Bond 
 
Malaysia's first 200 billion yen (RM7.34 billion) 10-year Samurai bond, 
guaranteed by the Japanese government, has been issued in March 
2019 as the Samurai bond is said to be used to repay the country’s loans 
and for government spending on various development projects. 
Meanwhile, in August 2019, PH government started to negotiating to 
issue the Samurai bond again for the second time, also said to be used 
the funds to repay debt, build infrastructure and to restart mega projects 
such as the East Coast Rail Link (ECRL) and Light Rail Transit Line 3 
(LRT3). 
 

 
 
PH government should not borrow RM7.3 billion Samurai bond from 
Japan because they already borrowed RM120 billion from domestic 
sources and plundered RM82 billion from Petronas.  On the other hand, 
in an open letter on the Lynas issue, Fuziah Salleh said Malaysia was in 
a spot over the Lynas issue, as the main beneficiaries of the processed 
rare earth were companies in Japan, which had provided financing for 
the government in the form of Samurai Bonds. 
 
 

3. Missing GST refunds 
 
Lim Guan Eng said that the RM19.4 billion GST refunds had been 
“robbed” by the BN administration.  
 

 
 
Public Accounts Committee (PAC) launched an investigation to find out 
what happened and after 11 months of interviewing and investigating, PC 
has published a report about it in July 2019, and found out the money 
never went missing after all. 
 
The PAC report confirmed that the collected GST went straight into the 
government’s Consolidated Fund (CF) instead of a special account for 
GST earnings. There was no loss of funds from GST revenue collections. 
The revenue not transferred to the GST refund pool was used to fund 
management and development expenses. 
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4. Malaysia will go bankrupt by 2019 
 
Lim Guan Eng said in his press statement in 2012, Malaysia will become 
a fully indebted nation before the end of the decade at the current rate of 
massive borrowing and irresponsible spending by the BN Government. 
 
The BN government debt to GDP  ratio has increased yearly from 53.1 
per cent in 2010, 53.8 per cent in 2011 and 54.8 per cent in 2012 and 
this is extremely alarming due to it is nearly touching the national debt 
ceiling of 55 per cent. He alleged that if the BN government continues to 
borrow at the current rate, the country’s debt to GDP ratio will be 100 per 
cent of GDP by 2019. 
 
He also accused that BN government debt rose by 71 per cent in 4 years 
to RM456 billion at end 2011 from RM266 billion at end 2007. At the 
same rate of expansion, our national debt will be RM780 billion by 2016, 
and RM1.3 trillion by 2020. 
 

 
 
In June 2019, Lim Guan Eng has changed his tone as he became the 
Finance Minister with admitted that Malaysia’s economy was strong and 
well.  
 
In February 2020, Tun Dr. Mahathir while announcing an RM20 billion 
economic stimulus package admitted that Malaysia has a lot of savings 
with almost RM2 trillion of savings. He also admitted that Tabung Haji, 
Bank Negara, KWAP, KWSP, all of them hold big reserves. For instance, 
KWSP has almost RM1 trillion savings.  
 
In March 2020, Finance Minister Tengku Datuk Seri Zafrul Abdul Aziz is 
said that the country’s fiscal position is very strong. 
 

5. MySalam 
 
MySalam insurance scheme in 2020 Budget has been expanded to 
include the M40 income group, with around eight million people standing 
to gain from the free public health protection scheme. The insurance 
scheme in 2019 has covered 4.3 million Malaysians between the ages of 
18 and 55 in the B40 income group. 
 
In addition to the one-off payment of RM8,000 for B40 patients who are 
diagnosed with any of the critical illnesses under the scheme, MySalam 
will also provide a one-off payment of RM4,000 for M40 patients.  
 

 
 
The mySalam health insurance scheme has failed to fully benefit the 
intended B40 group due to many in the group are denied their rights due 
to technical problems and bureaucracy. The same goes to the charges 
applicable for a medical report, which is needed for the mySalam claim. 
The PH government said it is exempted but what happened is contrary to 
what it claimed. 
 
It also does not make any sense that the number of people covered can 
be increased from 40 per cent for B40 to 80 per cent, which included M40, 
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In January 2019, Lim Guan Eng announced that Great Eastern, has been 
exempted from a Bank Negara Malaysia (BNM) 70% foreign ownership 
ruling after it pledged a minimum RM2 billion contribution to this health 
scheme for the B40 low-income Malaysians. 
 

of all Malaysians without any increase in the budget as it was announced 
by Lim Guan Eng.  
 
The question on why has the former Finance Ministry given Great Eastern 
Holdings exemption from ‘divestment condition’ but based on the minutes 
of the annual general meeting of Great Eastern Holdings – April 2019 
available on their website, the chairman of Great Eastern Holdings said 
that RM2billion in funds for the scheme had yet to be paid is among the 
question that he refused to answer until now.  
 

6. Graduates@Work Initiative 
 
Graduates@Work is one of the four components under Malaysia@Work 
(#MalaysiaKerja) announced in the 2020 Budget which is specifically 
designed for the hiring of graduates who have been unemployed for more 
than 12 months. The graduates who secure work will receive a wage 
incentive of RM500 per month, for two years, while employers receive a 
hiring incentive up to RM300 per month for each new hire, for two years. 
 

 
 
This Graduates@Work programme is nonsense and should be scrapped 
for the following reasons: 
 

• Within two years, the government would need to fork out 
RM19,200 on just one graduate under this programme. This is 
way too much. The government should use the tax money 
prudently as it would be better to use the money to help the old, 
disabled and needy; 

• This is unfair to graduates who can get a job within a year. This 
could also encourage graduates to be unemployed at least for a 
year; 

• It is unfair to other unemployed groups. It is not just graduates 
who are finding it hard to get a job in this weak economic 
environment. It is even harder for those who are above 40 years 
old and have been retrenched. 

• It is unfair to all other low salary groups especially if a graduate 
gets an RM500 boost while the others in low salary groups don’t; 
and 
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• The RM300 hiring incentive could make employers favour 
unemployed graduates. Other unemployed groups and graduates 
would then be sidelined. 
 

7. Bantuan Sara Hidup (BSH) 
 
Finance Minister Lim Guan Eng has announced that as part of Budget 
2020, the Bantuan Sara Hidup (BSH) scheme will be expanded to cover 
at least 1.1 million more Malaysians with RM5 billion allocation for BSH 
cash assistance to eligible Malaysians.  
 
Under Budget 2020, disabled persons above the age of 18 and earning 
less than RM2,000 are entitled to receive BSH of RM300. Meanwhile, 
single individuals above the age of 40 and earning less than RM2,000 
per month will also receive RM300 BSH. Both groups will also get 
insurance coverage under the MySalam scheme.  
 
In 2019, three million eligible single Malaysians have received RM100 
each after Finance Ministry has reinstated the BSH.  
 
 
 

 
 
Bantuan Rakyat 1 Malaysia (BR1M) was introduced in 2012 and the 
amounts were increased yearly. Those with a monthly household income 
of RM3,000 and below will receive RM1,200 under the scheme, while 
those earning between RM3,000 and RM4,000 will receive RM900. Single 
individuals earning RM2,000 and below will continue to receive RM450. 
 
In BN manifesto during GE14, BN pledged several increments for BR1M. 
Recipients with household incomes of RM3,000 and below will have their 
BR1M payment around RM2,000. Those with a household income of 
between RM3,000 and RM4,000 will have their BR1M payment increased 
up to RM1,500. For those who are single with a household income of 
RM3,000 and below will have their BR1M payment increased by RM150, 
making it RM600. The new category for BR1M is for those with a 
household income of between RM4,000 and RM5,000 as they will receive 
a total of RM700. 
 

8. 18 per cent reduction in toll 
 
Lim Guan Eng announced that an 18 per cent discount on toll charges 
will be applied to the North-South Highway, resulting in RM1.13 billion in 
savings for highways users in 2020, and up to RM43 billion over the 
entire concession period until 2038. 
 

 
 
PH government has extended PLUS’ concession period by 20 years till 
2058 which the original concession was set to expire in 2038 and it was 
extended after it agreed to reduce toll rates by 18% and also to freeze all 
future toll hikes. This is contradicted to what PH has promised in their 
manifesto to abolish the toll.  
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He also stated that BN has extended the concession period by 20 years 
but did not reduce toll rates. Rather, the rates were allowed to be 
increased by five per cent every three years. 
 

18% discount is funded in large part by Employees Provident Fund (EPF) 
contributors via lower yearly dividends as EPF will no longer benefit from 
the yearly compensation paid by the government to PLUS. 
 
To record, 13 tolls have been abolished under BN government.  
During Tun Abdullah Badawi’s tenure: 

• Tol Jalan Pahang – 18 March 2004 

• Tol Jalan Kuching – 8 Jan 2003 
 

 During Najib Razak’s reign: 

• Tol Teluk Kapas - 21 Dec 2009 

• Tol Metramac - 16 May 2011 

• Tol Batu 9, Lebuh raya Cheras-Kajang - 2 March 2012 

• Tol Batu 11, Lebuh raya Cheras-Kajang - 2 March 2012 

• Tol Jambatan Lanang, Sibu - 25 May 2015 

• Tol Jambatan Asean, Baram - 1 June 2015 

• Tol Jambatan Salahuddin, Kuching - 1 Jan 2016 

• Tol Batu Tiga - 1 Jan 2018 

• Tol Sungai Rasau - 1 Jan 2018 

• Tol Bukit Kayu Hitam - 1 Jan 2018 

• Tol Eastern Dispersal Link - 1 Jan 2018 
 

9. Fuel Subsidy Programme (PSP) 
 
The government allocated RM2.2 billion for the proposed Fuel Subsidy 
Programme (PSP), which is set to benefit more than eight million 
motorists nationwide. Motorists in Sabah and Sarawak, meanwhile, will 
continue to enjoy a fuel price ceiling of RM2.08 per litre for RON95 and 
RM2.18 per litre for diesel.  
 

 
 
The programme was first finalised in October 2019, the PH government 
decided to take some time in implementing it, stating that the public needs 
to be consulted and clarified to ensure a smooth policy change. During 
the tabling of the Budget 2019, Lim Guan Eng said RM2 billion will be 
allocated for the PSP. But until June 2019, the programme was still in the 
dark over the implementation. 
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Individuals who own no more than two cars and two motorcycles are 
eligible to receive PSP for only one vehicle. All luxury vehicles will not 
qualify to receive targeted subsidies. PSP is said to be launched in 
Peninsular Malaysia with two eligible recipient categories. 
 
The first category is BSH. Eligible car owners will receive an RM30 
monthly subsidy, while motorcycle owners will receive RM12. 
 
The other category is non-BSH, the recipients of which will be given the 
Kad95, which allows them to enjoy the fuel subsidy through a discount 
of 30 sen per litre. 
 
The subsidised fuel is limited to 100 litres per month for cars and 40 litres 
per month for motorcycles when purchasing RON95 at petrol stations. 
However, the programme has been postponed for the second time in 
December 2020.  
 

 
PH government is yet to explain what was the outcome from the RM25.03 
million contract awarded to GHL Transact Sdn Bhd. The firm had won a 
contract to develop and implement a system for PSP scheme.  
 
GHL Transact is a subsidiary of GHL Systems Bhd, a public-listed 
payment service provider. Since the contract was awarded, PH 
government has not provided further updates on the company's progress. 

10. Minimum Wages 
 
The PH government has decided to raise the minimum monthly wage to 
RM1,200 in major towns under 57 city and municipality councils while the 
minimum wage remains at RM1,100 a month for the rest of the country.  
 
Among the cities listed are Johor Bahru, Iskandar Puteri, Alor Setar, 
Melaka, Penang, Seberang Perai, Ipoh, Shah Alam, Petaling Jaya, Kuala 
Terengganu, North Kuching, South Kuching, Miri, Kota Kinabalu, Kuala 
Lumpur, while the major towns are Batu Pahat, Kluang, Kulai, Muar, 
Segamat, Pasir Gudang, Kulim, Sungai Petani, Langkawi, Kubang Pasu 
and Kota Bharu. 
 

 
 
The newly gazetted minimum wage of RM1,200, which will cover 57 cities 
and municipal councils from Feb 2020, will be unfair to local workers and 
employers.  
 
The increment of the minimum wage to RM1,200 is deemed as myopic as 
it does not truly address the issues of cost of living faced by those working 
in areas where minimum wage has been maintained at RM1,100 and 
shows lack of commitment towards the plight of the B20 group. 
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Also listed are Alor Gajah, Jasin, Hang Tuah Jaya, Seremban, Nilai, Port 
Dickson, Jempol, Kuantan, Temerloh, Bentong, Manjung, Kuala 
Kangsar, Taiping, Teluk Intan, Kangar, Ampang Jaya, Kajang, Klang, 
Selayang, Subang Jaya, Sepang, Kemaman, Dungun, Padawan, Sibu, 
Kota Samarahan, Bintulu, Sandakan, Tawau, Labuan and Putrajaya. 
 
The PH government said the minimum wage rate would continue to be 
reviewed to ensure it is in line with current needs and with the objective 
of achieving a minimum wage of RM1,500 a month in the first five years 
of PH’s administration. 
 

11. E-wallet Program 
 
The government provided all eligible Malaysians with a one-off RM30 
incentive to speed up the adoption of e-wallet usage in the country. The 
one-off payment is said to encourage the public, small businesses and 
retail stores to accept digital payment. 
 
This RM30 incentive will be given to all Malaysians aged 18 and above 
who have an annual income of not more than RM100,000. The one-off 
payment can be claimed and used within two months, between Jan 15 
and March 15, 2020. 
 
The government allocated RM450 million to Khazanah Nasional Bhd for 
this incentive, which will benefit 15 million Malaysians with Touch ‘n Go 
eWallet, Boost and GrabPay have been selected to participate in this 
initiative.  
 

 
 
The implementation is unfair for those living in rural areas and not using 
any compatible smartphones to redeem this RM30 e-wallet. The 
government should work out a mechanism to help such people since there 
are a lot of complaints from some rural folks about the initiative. The 
amount of RM30 also is not enough for users and should be increased 
more.  
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12. i-Suri Programme 
 
The PH government announced that i-Suri programme would be 
enhanced to oblige husbands to contribute two of 11 per cent of their 
monthly EPF remittance into their wives’ i-Suri account. EPF, as revealed 
in the budget would introduce a new withdrawal category for couples who 
wished to undergo fertility treatment such as in-vitro fertilisation (IVF).  
 
This i-Suri scheme for housewives was one of the “10 Promises in 100 
Days” manifesto made by Pakatan Harapan. 
 

 
 
For the record, BN already implemented a similar initiative in 2012 under 
EPF for housewives through 1Malaysia Retirement Scheme (SP1M). The 
scheme, which is opened to all Malaysians who are below 55 years of 
age, is a Government initiative designed for the self-employed and those 
without a fixed monthly income. These include taxi drivers, petty traders, 
farmers, hawkers, entertainment artistes and musicians, fishermen and 
even housewives.  
 
BN also had implemented better initiatives for housewives such as 
Housewives Enhancement and Reactive Talent Scheme (HEARTS) and 
1Malaysia Support for Housewives Programme (1MS4HW) under Ministry 
of Human Resources to encourage homemakers to participate in 
government-funded professional reskilling programmes. 
 

13. New cable car project in Bukit Bendera, Penang 
 
The PH government has announced in the 2020 Budget that RM100 
million for development of new cable car system at Bukit Bendera. 
Penang Hill Corporation (PHC) said the cable car project will still need to 
be subjected to a thorough technical feasibility study and approval from 
relevant authorities. Penang Hill Funicular Service recorded 1.74 million 
in ridership in 2018.  
 

 
 
There are concerned from NGOs that against the cable car project and 
even from some of DAP leaders itself. In Oct 2019, Civil society groups 
and non-governmental organisations (NGOs) are ready to re-launch the 
“Save Penang Hill” campaign if the state goes ahead with the plan to build 
a cable car up there.  
 
The cable car plan was brought up in 1990 and was so strongly opposed 
by civil groups that the BN state government scrapped it. In February 
2017, when the current state government raised the idea again, civil 
society declared they would launch the “Save Penang Hill 2.0” campaign 
if the state government went ahead with it. 
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DAP’s Ng Wei Aik and Wong Hon Wai, currently the Bukit Bendera MP 
had protested against a proposed cable car project in 2007, saying it 
would “badly” affect the environment. The two DAP leaders had also 
claimed that the construction of a cable car project on the hill would affect 
sensitive water catchment areas, which supply 20% of the island’s 
population. 
 

14.  Foreign Ownership 
 
Lim Guan Eng also had announced that the threshold for foreigners to 
purchase urban high-rise properties will be reduced from RM1mil to 
RM600,000 in 2020. As he said this was to reduce the supply overhang 
of condominiums and apartments that amounted to RM8.3bil in the 
second quarter of 2019. 
 

 
 
Housing is the biggest issue faced by Malaysians and the government 
should be assisting the poor to overcome their housing woes. The 
government's move in lowering the threshold may lead to developers 
increasing the house price so that they can clear their overhang highrise 
properties. The other concerns that it may lead to a large number of 
Singaporeans owning houses in Johor.  
 

15. PTPTN  
 
For the first time, PTPTN issues are not included in the Budget. 

 
 
The PH government has failed to address the issues on PTPTN with no 
incentives or initiatives are announced in the 2020 Budget. PH also failed 
to keep their promise to abolish the PTPTN loans. 
 

16. TARUC 
 
In 2020 Budget, not only was the matching grant for TAR UC not 
reinstated, but the development fund for TARUC was also slashed to a 
mere RM1million from RM5.5million in 2019. 
 

 
 
The BN government had given RM1.0123billion matching grants to 
TARUC between 1969 and 2018 to help keep its tuition fees affordable 
for needy students, including the time when Tun Dr Mahathir Mohamad 
was prime minister for the first time. 
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However, in December 2019, two weeks after Tanjung Piai by-election, 
Lim Guan Eng stated that the ministry will allocate RM40 million to a trust 
fund operated by the Tunku Abdul Rahman Alumni Association (TAA).  

Enrolment at TARUC was between 6,000 and 8,000 students annually – 
most of them Chinese – which is close to the total number of Chinese 
students admitted each year by the 20 public universities in the country. 
 

17. Free Breakfast Programme (PSP) 
 
Funding of the PSP as the RM1.67billion announced by former 
Education Minister, Dr. Maszlee Malik for the programme was not listed 
in the ministry's items under Budget 2020. However, there was only an 
allocation of RM295million for the Supplementary Food Programme 
(RMT) 

 
 
In March 2019, Tun Dr Mahathir Mohamad said the government will use 
revenue collected from the Soda Tax, which was implemented on July 
2019, to fund the PSP. 
 
In September 2019, Dr. Maszlee Malik said the PSP would ensure all 2.7 
million pupils throughout the country in government and government-
aided primary schools for both morning and afternoon sessions will have 
something to eat before they begin classes for the day. 
 
In October 2019, Dr. Maszlee Malik told lawmakers in Dewan Rakyat that 
between RM800million and RM1.67billion will be spent on free breakfast 
for the 2.7 million pupils. 
 
In January 2020, Tun Dr Mahathir said the free breakfast programme will 
continue in primary schools but will revert to needy students only with 
estimated cost RM22 million. 
 

18. Congestion Rate 
 
The introduction of congestion charges that will be lowered by up to 30 
per cent of the present toll rates during near peak and normal hours and 
free during off-peak hours, and will provide savings to the highway users 
nearly RM180million a year, or RM2billion over the respective 
concession periods.  
 

 
 
PH promised to abolish the toll since they failed to fulfil their promise, they 
only rebrand it as congestion charges which it means that they can still 
collect money even after the toll concession ends. The rationale is the 
users would still have to pay the congestion charges. 
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