
Shringgit
The Malaysian ringgit, the
second worst performing
currency in Asia this year,
slumped to a nine-year low
this week. A weakening
currency adds to the
country’s growing woes

BY ANITA GABRIEL 
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� Growing  
 fears that
 government  
 support for  
 debt-laden  
 1MDB could  
 derail fiscal  
 consolidation

�  Low oil  
 prices to  
 persist  
 given the  
 supply glut,  
 crimping  
 the crude-
 exporting  
 nation’s  
 revenue

� Stronger  
 US dollar  
 as markets  
 price   
 timing of
 a US rate  
 hike 

� Bruised
 sentiments   
 over public spat   
 between
 Malaysia’s
 Prime Minister   
 Najib Razak and   
 ex-PM Mahathir   
 Mohamad

� Disorderly  
 capital   
 outflows  
 will hurt  
 Malaysia  
 as   
 foreigners  
 own   
 sizeable  
 bonds 

RINGGIT ROUT
The currency has fallen 7%
so far this year. 
Why?

FALLING EQUITIES
� KLCI Index down 1.5% to date -    
 second worst performer in region   
 and at lowest point since January
� Global funds remained net sellers   
 of equities of a total of RM5.7   
 billion this year (as at May 29 2015)

SLOWING EXPORTS 
� Malaysia’s exports dropped 8.8% in April from a year ago – below 
Bloomberg’s median estimate of economists for a 5.5% contraction 
� Trade surplus shrank to RM6.89 billion from RM7.82 billion

CONSUMER SENTIMENTS HIT
Consumer sentiments Index plunged to 6-year low in Q1 2015 
due to rising cost of living

GDP GROWTH TO MODERATE
Q1 2015 GDP y-o-y growth of 5.6% met expectations but economists expect 
fiscal drag from GST implementation to moderate growth in coming quarters

WHAT RATING AGENCIES SAY
This is important as credit ratings gauge creditworthiness of Malaysia
and has big impact on the country‘s borrowing costs.

1998 - HOW BAD WAS IT?
� At the height of the Asian financial    
 crisis, the ringgit was beaten down   
 to a record low of over RM4.7   
 against USD and RM2.45 against   
 SGD. Malaysia pegged the ringgit at   
 RM3.80 against USD and in 2005   
 abandoned it for a managed float.   
 The ringgit sank to a record low of   
 RM2.78 against SGD this week.

Standard & Poor’s
says it’s closely 
watching 1MDB 
saga’s impact on  
politics and public 
policies

Moody says it may 
revisit outlook for 
Malaysia if
government support 
for 1MDB derails
fiscal consolidation

Fitch Ratings
highlighted in 
March that there 
was a 50%
chance of 
downgrade 

�  A weaker ringgit raises Malaysia’s export competitiveness
�  Malaysia’s external reserves rose to RM394.3b (US$106.4b) as at end  
 May 2015 − the highest for the year. 
�  The economy’s 5.6% y-o-y GDP growth for first quarter beat market  
 estimates and doesn’t mark a significant slowdown from the previous  
 quarter’s 5.8%
�  Analysts deem Malaysia a low beta market − in the event of a global  
 equity selldown on a US interest rate hike, Malaysian equity could be   
 relatively sheltered
�  Most fundamentals intact

SILVER LINING
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country’s growing woes
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