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1. Government policy responses

1.1 General fiscal stimulus measures that have been adopted

The Malaysian Government has unveiled several policies and measures totalling MYR260 billion 
to mitigate the economic impact of Covid-19 and reinvigorate economic growth in Malaysia. 

On 18 March 2020, the Government implemented the Movement Control Order (MCO), which 
restricted the movement of individuals. On 27 February 2020, the Government announced a 
MYR20 billion Economic Stimulus Package 2020. On 27 March 2020, it introduced the PRIHATIN 
Rakyat Economic Stimulus Package, which added a MYR230 billion allocation to the initial MYR20 
billion.1 This stimulus package, worth a total value of MYR250 billion, equates to 17% of the 
country’s gross domestic product.

On 6 April 2020, the Government announced an additional MYR10 billion to further help small and 
medium-sized enterprises (SMEs).2

On 5 June 2020, the Government announced an additional MYR35 billion short-term economic 
recovery plan.3

On 12 January 2021, the Government declared a state of Emergency effective from 11 January 
2021 to 1 August 2021.4

Restrictions in relation to the MCO were slowly eased towards the end of 2020, with the 
implementation of the Conditional MCO and then the Recovery MCO. However, due to the rising 
number of Covid-19 cases, the Government announced that certain states would be placed back 
under the MCO starting from 13 January 2021 with tighter restrictions. At the time of writing, all 
Malaysian states save for Sarawak are back under the MCO.

On 18 January 2021, the Government announced the MYR15 billion Perlindungan Ekonomi dan 
Rakyat Malaysia (PERMAI) assistance package.5 The stated main objectives of the PERMAI 
package are: (1) combating the Covid-19 outbreak; (2) safeguarding the welfare of the people; 
and (3) supporting business continuity.

The various measures are summarised below.

1.2 Support for businesses

The Government is supporting businesses facing cash flow constraints through the following 
initiatives.

 ▬ Supporting employers’ cash flows6 – the Employee Provident Fund (EPF), which manages 
the compulsory savings plan and retirement planning for the private sector, introduces 

the Employer Advisory Services programme which provides for deferral of payments and 
restructuring and rescheduling of employer contributions. This measure is estimated to defer 
MYR10 billion of cash outflows from employers, benefiting SMEs and affected companies 
while securing more than 8 million jobs.

▬ Assisting companies’ cash flows7 – contribution to the Human Resources Development Fund 
(HRDF) levy was exempted for all sectors for six months from April 2020, with total savings 
for contributing companies of MYR440 million. This levy is ordinarily a mandatory levy that all 
employers must pay into the HRDF for the purpose of general training and development of all 
employees in the country. This exemption is now extended for companies unable to operate 
during the MCO and Conditional MCO periods.8

▬ Postponing tax instalment payments9 – the Government allowed the postponement of tax 
instalment payments by all SMEs for a period of three months beginning 1 April 2020 and by 
affected businesses in the tourism sector for six months beginning 1 April 2020. In terms of 
the meaning of SMEs, for the manufacturing sector, SMEs are firms with sales turnover not 
exceeding MYR50 million or full-time employees not exceeding 200. For the services and 
other sectors, SMEs are firms with sales turnover not exceeding MYR20 million or 
full-time employees not exceeding 75. Other affected sectors may revise downwards the 
amount of estimated tax payable which would have been payable in the third, sixth and ninth 
instalments during the basic accounting period.

▬ Discounted rental payments – SMEs can pay discounted rent or no rent for premises owned 
by government-linked companies. Owners of private premises are also encouraged to lower 
rent during the MCO and for three months after the expiry of the MCO. Private owners who 
lower rent by at least 30% can enjoy tax deductions equivalent to the amount of reduction for 
the months of April 2020 to March 2021. The special deduction will be expanded to cover the 
rental reduction given to non-SMEs and will be extended until 30 June 2021.10

1.3 Guarantees 

The Government will provide a MYR50 billion loan guarantee scheme, with a guarantee of up to 
80% of the loan amount to finance working capital requirements. The minimum guaranteed loan 
size is MYR20 million per business.11

Under the PERMAI assistance package, the maximum financing will be increased from MYR500 
million to MYR1 billion. The scope of financing will cover working capital with a guarantee period 
of up to 10 years. Further, foreign-owned companies will also be able obtain the guarantee, 
provided that Malaysian employees account for at least 75% of their workforce.12

INSOL International – World Bank Group Global Guide

MALAYSIA



13. Ibid.
14. Prime Minister’s Office of Malaysia, n 1 above.
15. Ibid.
16. Ibid.
17. Ibid.
18. Ibid.
19. Prime Minister’s Office of Malaysia, n 5 above. 

 
 
 
 

20. Prime Minister’s Office of Malaysia, n 1 above.
21. Prime Minister’s Office of Malaysia, n 5 above.
22. Ibid.
23. Prime Minister’s Office of Malaysia, n 1 above.
24. Ibid.
25. Ibid.
26. Ibid.
27. Prime Minister’s Office of Malaysia, n 5 above. 

 
 

A 50% guarantee on financing from hire purchase and leasing companies will be provided for 
selected buses, such as sightseeing buses, and taxis. A guarantee of MYR1 billion will be provided 
for this purpose.13

1.4 A short-term funding facility with a particular objective: small and medium-sized enterprises 

MYR100 billion will be channelled to support SMEs and micro-entrepreneurs. The Government 
and Central Bank of Malaysia (BNM) will provide funds to cover certain initiatives:

 ▬ MYR5 billion (subsequently, increased to MYR10 billion) in funds for the specially set up 
Special Relief Facility for SMEs. The interest rate for the entire fund will be fixed at 3.5%;14

 ▬ additional MYR1 billion in funds for the already existing All Economic Sector Facility to 
enhance access to financing for SMEs15 in terms of raising funds for capital expenditures and 
working capital at an interest rate of 7%;

 ▬ relaxed loan eligibility requirements and increased financing – the Micro Credit Scheme 
provides funds of MYR700 million for soft loans. The scheme will be administered at a 2% 
interest rate with no collateral required;16

 ▬ SMEs established less than four years ago can take advantage of government financing 
schemes of up to MYR300,00017 each;

 ▬ MYR5 billion-worth of loan guarantees, with 80% guarantee coverage, for SMEs facing 
difficulties in obtaining loans;18

 ▬ special grants of MYR2.1 billion for micro-entrepreneurs;

 ▬ special grants of MYR650 million to cover 500,000 SMEs in the MCO states and 300,000 SMEs 
in other states;19

 ▬ a Micro Credit Scheme with loans at interest rates of 0% to micro-entrepreneurs, totalling 
MYR200 million;

 ▬ a further MYR2 billion in loans for SMEs at 3.5% interest rate, subject to a maximum loan of 
MYR500,000 per SME;

 ▬ MYR400 million (MYR50 million for women entrepreneurs) as loans for micro enterprises at 
3.5% interest rate, subject to a maximum loan of MYR50,000 per enterprise; and

 ▬ government-linked companies, large corporations and financial institutions are encouraged 
to accelerate payments to vendors. This is to ease SMEs’ cash flow issues.

1.5 Stimulus packages aimed at protecting employees

The Wage Subsidy Programme, with an allocation of MYR13.8 billion, is estimated to benefit 
4.8 million workers. Eligible employees (essentially, those with wages of MYR4,000 per month 
and below) will receive between MYR600 and MYR1,200 per month for three months from the 
Government, and employers are required not to retrench employees, impose unpaid leave or 
force a wage cut for three months from the implementation of the programme.20 This was in place 
until the end of 2020. 

Under the PERMAI assistance package announced in January 2021, the Wage Subsidy Programme 
has now been extended to all employers operating in the MCO states, irrespective of sector.21 For 
a period of one-month, eligible employers will receive a wage subsidy of MYR600 for each of their 
employees earning less than MYR4,000. In addition, the wage subsidy limit of 200 employees for 
each employer will be increased to 500 employees. This initiative involves an additional allocation 
of MYR1 billion which is estimated to benefit 250,000 businesses employing more than 2.6 million 
workers.22

In addition, the Government announced one-off cash payments totalling MYR10 billion to eligible 
employees.23 The following one-off cash payments were made in April and May 2020:

 ▬ 120,000 e-hailing drivers received MYR50024 each;

 ▬ the Government paid salaries to more than 80,000 contract workers;25

 ▬ the contract periods of those contract workers were extended by one month; and

 ▬ the Government provided MYR500 to each of over 1.5 million eligible civil servants, including 
contract workers.26 

Under the PERMAI assistance package, tourist guides and drivers of taxis, school buses, tour 
buses, rental cars and e-hailing vehicles will receive one-off financial assistance of MYR500, with 
an additional allocation of MYR66 million. Further, an exemption from excise duty and sales tax for 
transfer, disposal and for private use of taxis, provided that the vehicle is owned for five years, will 
be in effect for 2021.27

Retrenched individuals received a MYR4,000 training allowance from PERKESO (Malaysia’s social 
security organisation) even if they had not contributed to the Employment Insurance System. This 
was effective mid-June to December 2020.

MYR2 billion was allocated to support training and upskilling programmes, placement and 
training initiatives, short courses in selected institutions and training subsidies to increase 
employability of youths and unemployed individuals.
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The following incentives were put in place for employers to hire unemployed Malaysians or to 
provide apprenticeships for a period of up to six months:

 ▬ MYR800 per month for every unemployed individual under the age of 40;

 ▬ MYR1,000 per month for every unemployed individual aged 40 and above or individuals with 
disabilities; and 

 ▬ MYR600 per month for every school leaver and graduate provided with apprenticeships.

1.6 Major sectors that have received government support

The Government has introduced specific measures to support various sectors.

 ▬ Medical sector28 – a total of MYR1.5 billion allocation to the Health Ministry for the purchase 
of equipment and services. The Government will provide MYR600 per month to individual 
frontline health and medical personnel from 1 April 2020 until the pandemic is over.29 Further, 
the Government planned to recruit an additional 3,500 healthcare personnel who were to 
start work at the end of January 2021, with an additional allocation of MYR150 million.30 A 
one-off provision of MYR500 to healthcare front-liners and MYR300 to other front-liners was 
due to be paid in the first quarter of 2021.31

 ▬ Food supply32 – the Government will allocate MYR1 billion for the already-existing Food 
Security Fund to ensure there is a sufficient and guaranteed supply of food and MYR100 
million for the development of infrastructure for food storage and distribution, as well as 
crop integration programmes. This MYR100 million has not been stated as being provided 
to a particular group and appears to just be infrastructure spending by the Government. 
Special funds between MYR100,000 and MYR200,000 will also be provided to farmers and 
fisherfolk to develop short-term income-generating agri-food projects. The agricultural 
sector benefited from a 2% discount on electricity bills for six months from 1 April 2020 to 30 
September 2020.

 ▬ Agriculture33 – MYR350 million micro credit facility, up to a maximum of MYR50,000 per 
entrepreneur with an interest rate of 3.5%. The micro credit facility is offered by Agrobank,34 
being a development financial institution. Incentives provided to pioneer companies to 
train agricultural workers in pursuing opportunities in agriculture and plantations. In-
kind benefits (e.g., fertilisers, seeds, infrastructure, equipment, advice and training) of 
MYR500 per person and MYR50,000 per community was also provided to urban agriculture 
entrepreneurs.

 ▬ Tourism sector35 – a 15% discount on electricity bills and a facility for affected businesses to 

postpone tax instalment payments for six months from 1 April 2020 to 31 December 2020. 
Additionally, there is a MYR1 billion allocation for a tourism-financing facility to finance 
transformation initiatives by SMEs in the tourism industry. There was now a special discount 
of 10% on electricity bills from January to March 2021.36

 ▬ Security37 – a monthly allowance of MYR200 to individual members of the military, police, 
customs, civil defence and RELA (a Government civil volunteer corps) who are directly 
involved in the enforcement of the MCO, effective from 1 April 2020 until the end of the 
outbreak.

 ▬ Telecommunications and multimedia industries38 – MYR600 million allocation for free internet 
from 1 April 2020 until the end of the MCO. The Government will invest MYR400 million in 
telecommunication services. Further, the provision of free 1 gigabit of data has been offered 
to the public to browse websites, including for educational purposes. This MYR500 million 
facility started on 1 January 2021 and is being extended until the end of April 2021.39

 ▬ Education40 – MYR200 one-off grant to individual students of higher education institutions: 
174,500 tertiary education students were eligible to defer student loan repayments from 
1 April 2020 to 30 September 2020. The loan moratorium was extended in 2021, where 
students could apply for a three-month loan repayment moratorium. Applications for this 
moratorium could be made until 31 March 2021.41

 ▬ Manufacturing42 – to encourage foreign companies to relocate manufacturing operations to 
Malaysia, incentives of 0% tax rate for 10 years for capital investments of between MYR300 
million and MYR500 million, and 0% tax rate for 15 years for capital investments of more than 
MYR50 million. Subject to conditions and minimum investment amounts, existing companies 
in Malaysia which relocate their foreign manufacturing facilities to Malaysia will enjoy a 
100% investment tax allowance incentive for a period of five years. 

2. Legislative reforms impacting on stakeholders dealing with companies in  
 financial distress

There are none at present.

3. Legislative reforms for companies in financial distress

On 10 April 2020, the Companies Commission of Malaysia announced43 two measures to provide 
temporary winding-up protection for companies.
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First, the value of indebtedness for a statutory demand leading to winding-up was increased 
from MYR10,000 to MYR50,000. Second, companies will be given a period of six months from the 
current 21 days to respond to the statutory demand.44 This modification to the six-month period 
took effect from 23 April 2020 to 31 December 2020.

The moratorium in terms of the six-month period to respond to the statutory demand has expired. 
However, the value of indebtedness at MYR50,000 was extended for the period of 1 January 2021 
to 31 March 2021.45

On 23 October 2020, Malaysia brought into force its Temporary Measures for Reducing the Impact 
of Coronavirus Disease 2019 (Covid-19) Act 202046 (known as the “Covid-19 Act”).

One of the Covid-19 Act’s key provisions was to provide relief for the inability to perform 
contractual obligations from the period of 18 March 2020 until 31 December 2020. This 
contractual relief was extended up to 31 March 202147 and subsequently, extended up to 30 June 
2021.48 In essence, for certain types of contracts such as construction work-related contracts or 
event contracts, there is relief for a party who could not perform any contractual obligation due to 
measures taken to prevent the spread of Covid-19.

4. Financial and regulatory measures

4.1 Broader financial sector measures that have been implemented by the regulators

4.1.1 Central Bank of Malaysia

The Government is encouraging banking institutions to restructure repayments of the corporate 
sector in line with their business performance.49 The BNM has allowed for an automatic six-month 
moratorium50 to be granted for loans and other financing (excluding credit card balances) granted 
by financial institutions to individuals, SMEs and corporations from 1 April 2020. This is subject to 
the conditions that the loan (or other financing) was (a) not in arrears for a period exceeding 90 
days as of 1 April 2020 and (b) is denominated in Malaysian ringgit.

Financial institutions are strongly encouraged to facilitate requests by corporate customers for 
a moratorium on payments under (and repayments of) loans and other financing that will enable 
corporations to preserve jobs and swiftly resume economic activities when conditions stabilise 
and improve. Measures may include extending additional financing to support immediate cash 
flows and the rescheduling of existing facilities to allow a reasonable time for businesses to 
recover from current disruptions.

Regulatory flexibilities have been afforded to financial institutions to assist them in implementing 

the above measures. These include:

 ▬ excluding the moratorium period from the determination of the period in arrears for 
regulatory and accounting classifications (e.g., as rescheduled and restructured loans, non-
performing loans or credit-impaired loans); 

 ▬ liberalisation of restrictions on lending and other financing, e.g., the limit on lending to the 
property sector, and for the purchase of shares and unit trusts; 

 ▬ an increase in the counterparty exposure limit to Tenaga Nasional Berhad (for 
electricity), Petroliam Nasional Berhad (PETRONAS), and Telekom Malaysia Berhad (for 
telecommunications) from 25% to 35% of a financial institution’s total capital (subject to 
certain conditions); and

 ▬ relaxation of certain prudential buffers, such as the 2.5% capital conservation buffer, 
operating below the minimum liquidity coverage ratio and reduction of regulatory reserves 
against expected losses to 0%. Financial institutions will be given until 30 September 2021 to 
restore these buffers.

4.1.2 The Stock Exchange

The Stock Exchange (Bursa Malaysia) has implemented51 a set of measures to lessen the financial 
burden for certain capital market participants. Some of the measures include:

 ▬ a rebate of 50% of the annual listing fees for the year 2020 for listed issuers, subject to 
certain requirements such as reporting after-tax losses on a group basis in their quarterly 
report for a quarter ended on any date between 1 April 2020 to 30 June 2020;

 ▬ an extension of time from the existing 12 months to 24 months for financially distressed listed 
issuers to submit their regularisation plan to Bursa Malaysia – this applies to listed issuers 
that trigger the criteria in 2019 and 2020;

 ▬ a listed issuer that triggers certain unsatisfactory financial conditions is now relieved52 of 
having to be classified as an affected listed issuer and would not have to take immediate 
steps to regularise its financial condition – this relief is in place from 17 April 2020 to 30 June 
2021; 

 ▬ greater flexibility for brokers to manage margin accounts – Bursa Malaysia has removed the 
requirement to automatically liquidate a client’s margin account if the value of the equity in 
the margin account falls below 130% of the outstanding balance: brokers will also not be 
required to make additional margin calls or impose haircuts on any collateral and securities 
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in margin accounts; and

 ▬ brokers are allowed to accept other forms of collateral, such as bonds, collective investment 
schemes, unit trusts, gold and immovable properties for the purposes of maintaining their 
clients’ margin if such collateral is valued according to the broker’s credit policy.

4.2 Specific measures that have been implemented

For now, no other specific measures have been implemented.

5. Specific measures for micro and small businesses 

5.1 Reforms adopted for personal bankruptcy

The Malaysian Department of Insolvency has initiated a few reforms to provide some relief to 
bankrupt individuals:

 ▬ allowing bankrupt individuals who are below the age of 55 to withdraw a maximum of 
MYR500 per month from their Employees Provident Fund (EPF) account for a period of 12 
months starting from 1 April 2020.53 – this is in line with the general government scheme 
allowing all individuals to make such a withdrawal from their EPF account;

 ▬ allowing bankrupt individuals to have an automatic moratorium of six months from making 
their monthly instalments to the Official Assignee;54 and

▬ for any parties who have signed sale and purchase agreements with the Official Assignee 
or Official Receiver for the purchase of any assets of the bankrupt individual or wound-up 
company can request an extension of six months to complete the purchase.55

Malaysia’s Covid-19 Act temporarily increased the minimum threshold of debt to initiate personal 
bankruptcy proceedings from MYR50,000 to MYR100,000. This increase in the threshold will 
remain in place until 31 August 2021. The Minister has the power to extend the period after 31 
August 2021 where the increased threshold of MYR100,000 applies.

6. Measures introduced by the courts to deal with increased insolvency cases

6.1 Increased e-filings

Malaysia already had an e-filing system for its court proceedings. The e-filing system continues 
to operate, and lawyers have still been able to file court papers. Court papers often have to 

be supported by an affidavit signed before a Commissioner for Oaths, but during this period of 
restricted movement, it is not possible to meet with a Commissioner for Oaths. The courts have 
been flexible on a case-by-case basis to accept an unaffirmed affidavit, especially where the 
court application is urgent.

6.2 Online hearings

The courts have generally been closed during this period of restricted movement under the MCO. 
For urgent civil applications, the courts allow a hearing to be conducted by way of an online text 
system known as e-Review, through exchange of emails or through videoconferencing.56 Several 
such online hearings have already been conducted.

On 22 April 2020, the Chief Registrar of the Federal Court announced that certain Court of Appeal 
hearings on 23 April 2020 would be conducted through videoconferencing and streamed live on 
the court website. This was the first time in Malaysian history that such a live stream has been 
carried out. 

On 21 May 2020, the Malaysian Judiciary set out proposed amendments to the civil procedure 
rules to allow for the use of videoconferencing technology for civil hearings and trials.

On 22 October 2020, amendments to Malaysia’s Courts of Judicature Act 1964 were gazetted, 
cementing the move to online hearings. A summary of the changes is as follows:

▬ the Federal Court, Court of Appeal and High Court can now conduct court proceedings via 
remote communication technology – remote communication technology is defined as a “live 
video link, a live television link or any other electronic means of communication”;57 and 

▬ Evidence may be received by way of remote communication technology in the Court of 
Appeal.58

The corresponding amendments have been made in the Malaysian civil procedure rules to 
facilitate virtual court hearings, where these came into effect on 15 December 2020.

6.3 Court orders for virtual meetings of creditors

Malaysia did not introduce any specific legislation to make it easier to hold virtual meetings of 
creditors or contributories in restructuring and insolvency situations. However, the courts have 
been granting orders to allow for such virtual meetings based on common law. We have seen 
orders allowing virtual meetings of creditors in schemes of arrangement, judicial management 
and in liquidation. Such virtual meetings of creditors have been held successfully.
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7. Other pending reforms

It is anticipated that there will be other legislative reforms. In July 2020, the Companies 
Commission of Malaysia issued a consultation document59 for proposed amendments to 
Malaysia’s restructuring and insolvency laws. These amendments were being fast-tracked in 
order to address the fallout from the Covid-19 pandemic to ensure the rights and responsibilities 
of debtors and creditors are adequately addressed through fair and efficient procedures.

In summary, some of the proposed amendments will include the introduction of super-priority 
rescue financing, relief against certain ipso facto clauses, widening of moratorium protection 
under schemes of arrangement and the introduction of pre-packaged schemes of arrangement.
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