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COVID-19: A Dead End or a Way Out? 

 
| by Wong Han Wey and Khairul Anwar bin Hairudin | 

 
These are unprecedented times we are facing with the novel coronavirus (COVID-19) 
pandemic hitting over 170 countries and territories.1 In light of the Movement Control 
Order (MCO), several businesses, especially small and medium-sized enterprises 
(SMEs), which make up 40% of our economy, are suffering from severe cash flow 
problems.2  
 

As we enter the fourth week of the MCO, more and more businesses are starting to feel 

the pinch while finding ways to weather this storm. With the fear of eventual wide-scale 

defaults under financing agreements, this pandemic may very well, in the worst-case 

scenario, be the nail in the coffin for some companies out there.  

 

This article aims to provide an overview on the impact of COVID-19 and the options 

available to both borrowers and lenders to ensure that their rights are protected during 

these uncertain times.     

 

How will COVID-19 affect financing agreements? 

 

There have been plenty of discussions on COVID-19 being an event of force majeure 

or frustration which, although arguably applicable in commercial settings, may not apply 

when it comes to financing agreements, i.e. loan/facility agreement and security 

documents. This is because of the specific nature of the relationship between a lender 

and a borrower.  

 

Force majeure 

 

Often described as a creature of contract, what constitutes force majeure depends on 

the wording of the clause and can only be invoked if a contract provides for it. Given 

that the primary obligation of the lender is to provide financing for the purpose in which 

the borrower requires and, conversely, the primary obligation of a borrower is to repay, 

most financing agreements do not have a force majeure clause. Therefore, it is unlikely 

for a borrower to be able to rely on COVID-19/the MCO being force majeure. 

 

                                                      
1
  https://www.aljazeera.com/news/2020/01/countries-confirmed-cases-coronavirus-200125070959786.html 

2
  Transcript of the Prime Minister‟s special announcement dated 6 April 2020 

https://www.aljazeera.com/news/2020/01/countries-confirmed-cases-coronavirus-200125070959786.html
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Frustration 
 

Frustration, on the other hand, only applies when a contract becomes impossible or 

illegal to perform.3 The Federal Court in Pacific Forest Industries4 held that a contract 

does not become frustrated merely because it becomes difficult to perform. Zaki Azmi, 

CJ (as he then was) gave the example where if a party has no money to pay his debt, it 

cannot be considered impossible to perform as it is not frustration.  

 

In that regard, given the borrower‟s obligation to the lender, it cannot be said that the 

financing agreements are now frustrated as the borrower cannot meet his repayment 

obligations due to COVID-19 and the MCO. The borrower‟s inability to pay does not 

amount to frustration.  

 

Material Adverse Change (MAC) 

 

Another aspect of financing agreements that has been receiving much attention is the 

applicability of Material Adverse Change clauses (sometimes termed “Material Adverse 

Effect”). A MAC, albeit differing on a case-by-case basis, usually refers to a material 

change in the financial position of the borrower or the borrower‟s ability to perform his 

obligation. A MAC normally takes the form of a continued representation or warranty 

and, more often than not, constitutes an event of default.  

 

Understandably, at this juncture, financial institutions would be rather hesitant to 

provide or continue providing financing, given the tremendous financial pressure that 

most companies are currently experiencing. There is, of course, an increased risk of 

default and no financial institution would want to throw good money after bad. However, 

it is uncertain whether financial institutions are able to rely on COVID-19/the MCO 

being a MAC to avoid disbursing funds or to terminate a financing facility.  

 

A more in-depth discussion on MACs can be found in LHAG‟s article, “Coronavirus: 

To Lend or Not to Lend?” by partner, Andrew Chiew Ean Vooi, and associate, 

Phoebe Loi Yean Wei, which is accessible here. 

 

Rescheduling or restructuring of financing facilities 

 

Throughout the period of the MCO, companies that are not listed as essential services 

or in the chain of supply of essential services are unable to continue operations. 

Accordingly, it would not be unusual for these companies to start defaulting in their 

repayment obligations. This is more so for companies that do not benefit from the 

reliefs that have been introduced (discussed below). 

 

 

 

 

                                                      
3
  Pacific Forest Industries Sdn Bhd & Anor v Lin Wen-Chih & Anor [2009] 6 MLJ 293 

4
   Ibid, at para [22] 

https://www.lh-ag.com/wp-content/uploads/2020/03/Coronavirus_To-Lend-or-Not-to-Lend-LHAG-update-20200325..pdf
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Given the current state of uncertainty, it may be best for lenders to be patient and 

provide some leeway to defaulting borrowers rather than insisting on their strict legal 

rights. As financing agreements generally allow lenders to vary the terms of financing, it 

is an opportune time for borrowers and lenders to revisit the terms of financing i.e. 

repayment schedules and availability periods, in hopes of reducing the risks of non-

performing loans.  

 

On the one hand, a rescheduling or restructuring of a borrower‟s financing facilities 

would assist in tackling issues of cash flow and continuity of business. On the other 

hand, lenders may very well have increased their chances of recovering credit rather 

than ending up with a paper judgment.  

 

Of course, banks are not obliged to accede to a borrower‟s request for restructuring, 

rescheduling or deferment of its obligations. Notwithstanding the development of duty 

of good faith and fair dealing in contractual relationships,5 our courts take the position 

that the borrower-lender relationship in a banking transaction is noted for very detailed 

and precise terms being incorporated into a contract document and, as such, cannot be 

a suitable subject matter to interpose an obligation of good faith.6  

 

Nevertheless, in the face of economic turmoil, all banks, not only the Central Bank, play 

an important role in maintaining financial stability. This is also amid calls for banking 

institutions to focus on supporting the economy by facilitating requests for rescheduling 

or restructuring of loan repayments.7  

 

Perhaps the COVID-19 pandemic may result in a new wave of banking litigation in 

which the courts may revisit and reconsider its approach towards banking contracts.   

 

Security documents 

 

Most security documents, for example guarantees, usually contain an express waiver 

that any variation to the principal facility agreement will not, in any way, affect the 

obligations of the parties under the security document. In that regard, financial 

institutions are usually not obliged to inform or seek consent from the counterparty 

providing security of any variation to the terms of the financing.   

 

Nevertheless, in light of COVID-19 and its impact, it would be prudent for financial 

institutions to ensure that any rescheduling or restructuring of the financing facility is 

agreed upon by not only the borrower, but the security parties as well, to avoid any 

unwanted allegation that the security is discharged due to the variation of the terms of 

the financing facility.  

                                                      
5
  This principle is gaining traction in the UK with the recent case of Alan Bates v Post Office Limited [2019] EWHC 606 

(QB) 
6
  Aseambankers Malaysia Bhd & Ors v Shencourt Sdn Bhd & Anor [2014] 4 MLJ 619 

7
  “Measures to Assist Individuals, SMEs and Corporates Affected by COVID-19”, BNM Press Release on 25 March 2020 
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Relief measures 

 

Countries all over the world have been implementing various measures to combat the 

devastating effect of COVID-19 on the global economy. Our government had 

announced the Economic Stimulus Package 2020 on 27 February 2020, the PRIHATIN 

Package on 27 March 2020 and the Additional PRIHATIN Package on 6 April 2020, 

amounting to a whopping RM250 billion in hopes of assisting individuals and SMEs. 

These relief measures are discussed below. 

 

Six-month moratorium on all repayment obligations 

 

One of the main measures by Bank Negara Malaysia (BNM) consists of an automatic 

moratorium on all loan/financing repayments/payments, principal and interests for six 

months starting 1 April 2020. There is no need for an application by the 

borrower/customer. However, this automatic moratorium will only apply to 

loans/financing that are denominated in ringgit and not in arrears for more than 90 days 

as at 1 April 2020. 

 

This measure only applies to financing by banks and development financial institutions 

that are regulated by BNM, which include Licensed Financial Institutions under the 

Financial Services Act 2013, Licensed Financial Institutions under the Islamic Financial 

Services Act 2013 and Development Financial Institutions under the Development 

Financial Institutions Act 2002. 

 

Based on the FAQ released by BNM, it would appear that this automatic moratorium 

would only apply to individuals and SMEs. Corporations that do not fall into the 

definition of a SME would have to approach their respective banks for any deferment or 

restructuring of their financing.8 SMEs are defined by sector and size whereby:9 

 

(a) Manufacturing: Sales turnover not exceeding RM50 million OR full-time 

employees not exceeding 200 workers; and 

 

(b) Services and other sectors: Sales turnover not exceeding RM20 million OR 

full-time employees not exceeding 75 workers. 

 

During the six months, interest/profit will continue to accrue on the outstanding amount. 

However, there will be no late payment charges. Notwithstanding that, most 

commercial banks ― RHB, HSBC, Maybank, CIMB, OCBC, Public Bank, Affin Bank, 

AmBank, Hong Leong Bank, Standard Chartered, Citibank, Allianz Bank, UOB Bank 

and MIDF Bhd10 ― have agreed to do away with the compounding interest during the 

six months. 

 

                                                      
8
  Q&A 19 of BNM‟s FAQ and BNM‟s Press Statement dated 25 March 2020 

9
  BNM Circular on New Definition of Small and Medium Enterprises (SMEs), BNM/RH/CIR 028-1 

10
  https://www.theedgemarkets.com/article/rhb-first-local-bank-waive-compound-interest-or-profit-during-sixmonth-

moratorium 

https://www.theedgemarkets.com/article/rhb-first-local-bank-waive-compound-interest-or-profit-during-sixmonth-moratorium
https://www.theedgemarkets.com/article/rhb-first-local-bank-waive-compound-interest-or-profit-during-sixmonth-moratorium
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Additional financing facilities  

 

BNM has also allocated RM3.3 billion of financing facilities for SMEs in order to 

continue their business operations. SMEs are able to access the following facilities:11 

 

 (a) Specific Relief Facility ― To mitigate the cash flow problems faced by SMEs. 

Qualified SMEs are able to obtain financing up to RM1 million for a tenure up 

to 5.5 years which includes a six-month grace period; 

 

 (b) Agrofood Facility ― To increase food production for Malaysia and for export 

purposes. Qualified SMEs are able to obtain financing up to RM5 million for a 

tenure up to eight years; 

 

 (c) SME Automation and Digitalisation Facility ― An incentive for SMEs to 

automate and digitise their operations to improve productivity and efficiency. 

Qualified SMEs are able to obtain financing up to RM3 million for a tenure up 

to 10 years. 

 

Wage subsidy programme 

 

The government introduced this programme to help employers of businesses whether 

Micro and Small, Medium or Large in maintaining its employees during this difficult 

period. This measure was further enhanced under the Additional PRIHATIN Package, 

where the government will subsidise the wages of the employees up to RM1,200 for 

three months subject to, among others, the following terms and conditions:  

 

(a) Employer and employee must be registered with the Social Security 

Organisation (SOCSO); 

 

(b) Employer must be registered with the Companies Commission of Malaysia 

(better known as “SSM”) or local authorities before 1 January 2020; 

 

(c) Employer must have commenced operations before 1 January 2020; 

 

(d) The employee‟s wages must be RM4,000 and below. 

 

PRIHATIN Special Grant 
 
The government is also providing micro SMEs a special grant of RM3,000. The micro 
SMEs must be registered with the Inland Revenue Board (IRB). Micro SMEs, for both 
the manufacturing as well as the services and other sectors, are defined as having 
sales turnover of less than RM300,000 or fewer than five full-time employees.12 

 
 

                                                      
11

  https://www.bnm.gov.my/index.php?ch=en_press&pg=en_press&ac=5000; see also BNM‟s FAQ at 

https://www.bnm.gov.my/files/2019/FAQs_SMEs_Covid.pdf 
12

  http://www.smecorp.gov.my/index.php/en/micro-enterprises 

https://www.bnm.gov.my/index.php?ch=en_press&pg=en_press&ac=5000
https://www.bnm.gov.my/files/2019/FAQs_SMEs_Covid.pdf
http://www.smecorp.gov.my/index.php/en/micro-enterprises
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Money lending organisation under the Moneylenders Act 1951 (MLA) 

 
The government has also called upon registered money lending organisations under 
the MLA to provide credit financing and also impose moratoriums on loans provided to 
SMEs for six months from April 2020. 
 

Improvement of financing schemes 

 

To further alleviate financial constraints faced by SMEs, the government has improved 

the following: 

 

(a) Abolishment of the 2% interest rate for RM500 million Micro Credit Scheme 

under Bank Simpanan Nasional; and 

 

(b) A maximum loan of RM10,000 for each micro SME at an interest rate of 0% 

under the TEKUN Nasional Scheme.  

 

Waiver or discount on rental payments 

 

The government will waive or give a discount to SME retailers that are renting premises 

owned by government-linked companies. In line with this initiative, the government has 

also called upon privately-owned premises to at least lower their rental rates during this 

MCO and three months after it lapses.  

 

Additional measures that can be implemented 

 

One would appreciate that the relief measures that have been implemented take the 

form of financial assistance. Although the initiatives above will inevitably ease financial 

burdens in the short run, it may not necessarily ensure the viability of a company in the 

long run.  

 

In that regard, there are several other measures in which the government and BNM 

may wish to consider implementing to complement the financial assistance currently 

given. Guidance can be sought from other jurisdictions. 

 

Moratorium on legal proceedings 

 

During this period, notwithstanding the economic stimulus package and the moratorium 

on loan repayments, other creditors are still at liberty to commence legal and/or 

enforcement proceedings against defaulting companies. If companies are still 

susceptible to such claims, it would defeat the purpose of the reliefs discussed above. 
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In an announcement by Alok Sharma, the Secretary of State for Business, Energy and 

Industrial Strategy, the UK government will be introducing, among others, a new 

moratorium to give companies breathing space from creditors enforcing their debts  

while they seek a rescue or restructuring.13 This is in line with the insolvency reforms 

that were proposed earlier by the UK government.14 Further details on this moratorium 

have yet to be announced. 

 

On Tuesday (7 April 2020), the Singapore Parliament, passed the COVID-19 

(Temporary Measures) Bill (COVID-19 Bill),15 which aims to provide temporary 

protection to individuals and SMEs with changes to provisions of bankruptcy and 

insolvency. One of the measures under the COVID-19 Bill is the prohibition of any court 

or insolvency proceedings as well as the enforcement of security against a defaulting 

party in respect of certain type of contracts. 

 

A short moratorium of this nature will shield companies against claims by creditors, 

allowing them to focus on rescue or restructuring measures and avoid incurring 

additional costs from defending such claims, which most companies will struggle to do 

given the current circumstances. 

 

Relaxation of insolvent/wrongful trading rules 

 

Under the Companies Act 2016, an officer of a company who contracts a debt with no 

reasonable or probable expectation that the company would be able to make good that 

debt commits an offence and may be personally liable for payment of the said debt.16  

 

Common law jurisdictions such as the UK, Singapore and Australia have sought to 

exempt provisions on insolvent/wrongful trading: 

 

(a) in the UK, the government had recently announced that all rules in relation to 

insolvent trading will be suspended retrospectively from 1 March 2020. Further 

details have yet to be announced.  

 

(b) Singapore is also implementing similar measures under their COVID-19 Bill 

whereby „an officer of a company is not to be treated as having no reasonable 

or probable expectation of the company being able to be able to pay a debt it 

the debt is incurred in the ordinary course of business, during the prescribed 

period and before the appointment of a judicial manager or liquidator‟. 

 

 

 

 

                                                      
13

  https://www.gov.uk/government/news/regulations-temporarily-suspended-to-fast-track-supplies-of-ppe-to-nhs-staff-and-
protect-companies-hit-by-covid-19 
14

  Insolvency and Corporate Governance ― Government Response dated 26 August 2018 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-
_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf 
15

  COVID-19 (Temporary Measures) Bill https://www.mlaw.gov.sg/files/news/press-releases/2020/3/COVID-
19_Temporary_Measures_Bill-DRAFT.pdf 
16

  CA 2016, ss 539(3) and 540(2) 

https://www.gov.uk/government/news/regulations-temporarily-suspended-to-fast-track-supplies-of-ppe-to-nhs-staff-and-protect-companies-hit-by-covid-19
https://www.gov.uk/government/news/regulations-temporarily-suspended-to-fast-track-supplies-of-ppe-to-nhs-staff-and-protect-companies-hit-by-covid-19
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/736163/ICG_-_Government_response_doc_-_24_Aug_clean_version__with_Minister_s_photo_and_signature__AC.pdf
https://www.mlaw.gov.sg/files/news/press-releases/2020/3/COVID-19_Temporary_Measures_Bill-DRAFT.pdf
https://www.mlaw.gov.sg/files/news/press-releases/2020/3/COVID-19_Temporary_Measures_Bill-DRAFT.pdf
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(c) in Australia, under the Coronavirus Economic Response Package Omnibus Act 

2020, the suspension of insolvent trading provisions, termed as “safe harbour”, 

applies to debts incurred in the ordinary course of business on or after 25 

March 2020 for a period of six months.17  

 

A relaxation of this provision would give confidence to the directors and senior 

management of a company by ensuring that they will not be penalised for taking steps, 

such as continuing trading or taking on additional funding, to safeguard the interests of 

the company during this period.  

 

Notwithstanding that, to prevent abuse, existing provisions on fraudulent trading would 

still be in force and the directors and senior management would of course still be 

subject to their statutory and fiduciary duties owed to the company.  

 

Increase of the threshold and period for statutory demands 

 

Another proposed measure that can be considered is the increase in the thresholds 

and period of statutory demands. At present, a company is deemed unable to pay its 

debt if the debt is more than RM10,000. Also, a company has only 21 days to respond 

to a statutory demand.  

 

In Australia, the threshold for a statutory demand has been increased from A$2,000 to 

A$20,000 and the period to respond is extended from 21 days to six months. Singapore 

has also followed suit via their COVID-19 Bill, which increases the insolvency 

thresholds of companies from S$10,000 to S$100,000 and equally extending the period 

to respond to a statutory demand from 21 days to six months.  

 

There seems to be a trend of increasing the threshold by tenfold and to give companies 

a period of six months to deal with it. This measure would be welcomed as it would 

effectively reduce the number of potential legal suits by creditors that a company may 

face, as well as give ailing companies a much-needed six-month buffer to reorganise 

their operations in dealing with the impact of COVID-19 and to revitalise the company 

as a going concern. 

 

The proposed additional measures discussed above would complement the current 

reliefs that have been rolled out by the government and BNM. As far as financial 

institutions are concerned, their rights under the financing facilities will not be affected, 

but merely deferred. 

 

 

 

 

 

 

 

                                                      
17

  Coronavirus Economic Response Package Omnibus Act 2020, s 588GAAA: 
https://www.legislation.gov.au/Details/C2020A00022 

https://www.legislation.gov.au/Details/C2020A00022
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Corporate rescue mechanisms 

 

Despite the reliefs by the government and BNM, it is undeniable that many businesses 

will be affected in the long run and may very well be unable to survive the aftermath of 

COVID-19. In that regard, existing legislative corporate rescue mechanisms remain 

available to companies facing impeding insolvency.  

 

Corporate Voluntary Arrangement (CVA) for private companies18 

 

A CVA allows private companies to enter into a binding compromise or arrangement 

with its creditors that will be implemented and supervised by an insolvency practitioner 

(known as a nominee) without the need for approval by the court.  

 

One of the advantages of a CVA is an automatic moratorium of 28 days which will 

commence from the moment a proposed scheme is filed in court.
19

 The duration of the 

moratorium can be extended up to 60 days, subject to consent of the nominee, members of 

the company and 75% in value of creditors. During this period, creditors are prevented from 

commencing any proceedings, execution or legal process, including winding-up 

proceedings, which gives the company much-needed protection during this period.
20

  

 

In the current circumstances, a CVA may prove to be a very useful tool to help 

financially distressed companies get back on their feet. However, at present, a CVA is 

only available to companies that they do not have a charge over its property or any of 

its undertaking21. This by large excludes most companies as it is normal practice for 

financial institutions to take security when providing financing.  

 

Judicial Management (JM)22 

 

JM, on the other hand, is a court supervised rescue plan where an insolvency 

practitioner, known as the judicial manager, is appointed to prepare and execute a 

scheme. During the period of the JM order, the affairs, business and property of the 

company will be managed by the judicial manager. 

 

Once an application for JM is filed in court, there will be an initial interim moratorium 

which prevents the winding-up of the company. Further, no steps can be taken to 

enforce any security or commence any legal proceedings against the company without 

the leave of court.23 This will inevitably give an injured company much-needed 

breathing space. 

 

 

 

 

                                                      
18

  CA 2016, ss 395 to 402 
19

  CA 2016, Eighth Schedule  
20

  CA 2016, s 398(2) and Eight Schedule  
21

  CA 2016, s 395(d) 
22

  CA 2016, ss 403 to 430 
23

  CA 2016, s 410  
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Upon hearing of the application for JM, the court may make a JM order and appoint a 

judicial manager if it is satisfied that: 

 

(a) the company is or will be unable to pay its debts; and 
 

(b) the court considers that the making of the order would be likely to achieve one or 
more of the following purposes: 

 
i. the survival of the company, or the whole or part of its undertaking as a 

going concern; 
 
ii. the approval under s 366 of a compromise or arrangement between the 

company and any such persons as are mentioned in that section; 
 
iii. a more advantageous realisation of the company‟s assets would be 

affected than on a winding up. 
 

Notwithstanding the requirements above, the court has an overriding power to grant a 

JM order if it considers this to be in the public interest.24 Given that JM is relatively new, 

there have been no reported cases to date where our courts have granted a JM order 

on the grounds of public interest. Nevertheless, guidance can be sought from 

Singapore where a high threshold is applied in interpreting “public interest”.25 

 

In Re Bintan Lagoon Resort, the applicant argued that there would be negative 

economic, social and political consequences if the company were wound up. The 

applicant also argued that if the company were wound up, employees would lose their 

livelihood. Nonetheless, the JM order was eventually dismissed and the court held that 

although a company has a decent chance of survival, that would not be sufficient to 

grant the JM order on the grounds of public interest.  

 

Once granted, a JM order will only last for six months with the option of a further 

extension of another six months. This means that a judicial manager has only six 

months to a year to put in a proposal and implement it.  

 

However, like the CVA, not all companies are eligible to undergo judicial management. 

A licensed institution under laws enforced by BNM and a company which is subject to 

the Capital Markets and Services Act 2007 may not undergo judicial management. A 

company in liquidation is excluded as well. Further, a secured creditor has the power to 

veto an application for JM.  

 

The various restrictions may just undermine the purpose of a CVA and JM. Perhaps 

this is an opportune time to revisit these provisions to ensure their effectiveness in 

keeping companies as a going concern, more so in the current circumstances. It is 

arguable that the restrictions imposed could be exempted by the Minister pursuant to  

s 615 of the Companies Act 2016.  

 

                                                      
24

  CA 2016, s 405(5)(a) 
25

  Re Cosmotron Electronic (Singapore) Pte Ltd [1989] 1 LNS 96; and Re Bintan Lagoon Resort Ltd [2005] 4 SLR 336 
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Scheme of Arrangement (SOA)26  
 
Aside from CVA and JM, the statutory provision of SOA also remains at the disposal of 
companies. SOA is a court-sanctioned compromise/arrangement available to all 
companies, unlike a CVA and JM which have their respective restrictions, as noted 
above. 
 
The court, in exercising its discretion, will approve a proposed scheme of compromise 
or arrangement if the following considerations are met: 27 
 

(a) whether the provisions of the statute have been complied with; 
 

(b) whether the class was fairly represented by those who attended the meeting and 
that the statutory majority are acting bona fide and are not coercing the minority 
in order to promote interests adverse to those of the class whom they purport to 
represent; and 

 
(c) whether the arrangement is such as an intelligent and honest man, a member of 

the class concerned and acting in respect of his interest, might reasonably 
approve. 

 
Unlike a CVA or JM, there is no automatic moratorium during the period in which the 
proposed scheme is being tabled for approval or implemented. However, the court 
may, on the application of the company or creditor, grant a restraining order (commonly 
known as RO) to restrain any action or proceedings against the company except with 
the leave of court. The RO lasts for 90 days and can be extended up to nine months.28 
During the period of the RO, any disposition or acquisition of property, other than in the 
ordinary course of business, is void. 
 
A further discussion on the Corporate Rescue Mechanisms can be found in LHAG‟s 
article, “COVID-19: Time for Business to Rethink and Restructure” by partner, 
Andrew Chiew Ean Vooi, which is accessible here. 
 

Conclusion 
 
It is undeniable that the brunt of COVID-19 and the MCO will be felt for a long time. On 
28 March 2020, the International Monetary Fund declared that the world is currently in 
a global recession.29 Analysts have predicted that the economic impact of the 
pandemic will cause many Malaysians to lose their jobs.30  
 
It would be beneficial for Malaysia to have its own legislative framework/guideline on 
insolvency during this period to provide clarity and prevent abuse. However, at this 
juncture, given that Parliament only resumes sitting on 18 May 2020, would that be too 
late?  
 

                                                      
26

  Previously under s 176 of the CA 1965, now s 366 of the CA 2016 
27

  In Re Sateras Resources (Malaysia) Bhd [2005] 6 CLJ 194; and Transmile Group Bhd v Malaysian Trustee Bhd [2012] 9 
CLJ 1071 
28

  CA 2016, s 368 
29

  https://www.euronews.com/2020/03/28/imf-declares-global-recession-and-doubles-the-size-if-its-financial-war-chest; and 

https://abcnews.go.com/US/wireStory/imf-head-global-economy-now-recession-69843184. 
30

  https://www.thestar.com.my/business/business-news/2020/03/25/covid-19-to-shrink-growth 

https://www.lh-ag.com/wp-content/uploads/2020/04/COVID-19_Time-for-Businesses-to-Rethink-and-Restructure-LHAG-update-20200402.pdf
https://www.euronews.com/2020/03/28/imf-declares-global-recession-and-doubles-the-size-if-its-financial-war-chest
https://abcnews.go.com/US/wireStory/imf-head-global-economy-now-recession-69843184
https://www.thestar.com.my/business/business-news/2020/03/25/covid-19-to-shrink-growth
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Notwithstanding the above, combatting COVID-19 and its economic impact is a 
collective effort. Sole reliance cannot be placed on the government. In these uncertain 
times, financial institutions and companies should aim to find middle ground to ensure 
the prosperity of our economy in the long run. As our current Prime Minister has aptly 
put it, “berat sama dipikul, ringan sama dijinjing”. 
 
 
If you have any queries, please contact the authors or their team partner Kumar 
Kanagasingam (kk@lh-ag.com). 
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