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Overview

• Bank Negara has cut its benchmark Overnight Policy Rate (OPR) by 25 basis points to 3.25% from 
3.50%, and signalled it was ready to cut the rate further.

• This is the first rate cut in over five years. 

• The cut will lower the cost of funds for banks, which will lower the cost of borrowing for consumers.

• “Given the heightened downside risks to growth and the diminishing inflationary pressures, the reduction 
in OPR is a pre-emptive measure aimed at providing a more accommodative monetary environment,’’
Bank Negara said.

Impact on Money Market Funds

• Banks have already begun to reflect the 0.25% cut in the OPR by adjusting the overnight placement 
rates to 3.10-3.20% ( previously 3.45-3.30% ). 

• Hence, the rate cut is an immediate negative to the CIMB-P Money Market Fund as this fund is wholly 
invested in bank deposits. 

• For money market funds which are able to hold commercial papers as well as short term bonds such as 
CIMB-P Xcess Cash, CIMB-P Xcess Income and CIMB Islamic Money Market Fund, the cut will prove 
beneficial to valuation, as market prices for bonds/commercials papers improve (bond price and yield 
move in opposite directions). 

• However, we caution that there may be a lagged effect in terms of marked to market gain in corporate 
bond prices. 

Impact on Fixed Income Funds

• The rate cut will be positive for fixed income funds as market players price in lower yields due to the rate 
cut. 

• Marked to market valuation for fixed income instruments will improve (bond yield and price move in 
opposite directions). 

• For fixed income funds predominantly invested in corporate bonds however, we caution that there may 
be a lagged effect in terms of marked to market gain in corporate bond prices. 

• The corporate bond market may prove a laggard vis a vis the MGS market (corporate bond market is 
less liquid) hence marked to market valuation improvement for corporate bonds stemming from the rate 
cut may not be immediately reflected. 
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