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Abstract 

The COVID-19 outbreak is a global health issue that has hit countries around the globe. This 

pandemic has further been detrimental to the world’s socio-economies. The many restrictions 

implemented to curb the spread of the virus, such as the Movement Control Order (MCO), 

have resulted in socio-economic constraints that harm the commercial activities of individual 

businesses as well as corporate organisations. The MCO has also been alleged to negatively 

affect people’s mental health due to its impact on decreasing household income and 

exacerbating poverty. The banking sector is not immune to the pandemic’s effect, as reflected 

in its financial performance. As a result, the Malaysian government responded by announcing 

stimulus packages for businesses and retail sectors. At the same time, the financial institution 

through the Bank Negara Malaysia (BNM) remains committed to helping households and 

businesses. Thus, this paper aims to discuss the impact of COVID-19 on the performance of 

Islamic banking institutions from a socio-economic lens by comparing the first and 

second-quarter profits of the years 2019 and 2020. This study also looks into the roles of 

Maqasid Shariah and its application during the pandemic. Content analysis was applied as a 
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tool for data collection from related websites, news and quarterly financial reports to analyse 

the performance of the banks. Analysis of the quarterly financial reports found that bank 

profit demonstrated a steep decline during the second quarter of the said period, constant with 

the middle of the MCO time frame. The study also found that the analysed banks reported 

non-financial performance reflected by Maqasid Shariah measures. This finding indicates that 

Islamic banks are responding to the need of society to ease the burden of adverse financial 

impacts on customers. Therefore, this research implicates that various parties have played 

their role and continue to do so in mitigating the consequences of COVID-19. This role 

emphasises the value of achieving Maqasid Shariah to maintain societal wellbeing and in 

helping the country implement sustainable growth plans. Accordingly, this study can function 

as a guide and serve as a lesson to all parties in reducing the effect of the current pandemic 

and any other shocks, including natural disasters and the financial and economic outcomes of 

the recession.  

Keywords: COVID-19, socio-economy, Islamic financial institutions, Maqasid Shariah  
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1. Introduction 

Political uncertainty and disease breakouts are among the incidents that cause an economic 

slowdown in a country. The COVID-19 outbreak is a pandemic that has hit countries around 

the globe. This pandemic is an infectious disease first detected in November 2019, having 

spread from Wuhan, Hubei province of China. In Malaysia, the first case of COVID-19 was 

detected on 24 January 2020. A steep increase in cases up to five times the sum compared to 

previous cases, which began on 15 March 2020, caused great concern should no action be 

taken. The rapid spread of the virus has urged the Malaysian government to implement the 

Movement Control Order (MCO) in the country. The first round of MCO lasted from 18 

March 2020 until 31 March 2020, considering fourteen days of incubation of the COVID-19 

period. Positive cases did not show a decline throughout the period, and the government 

again decided to reimplement the MCO for the second phase. The implementation of MCO is 

an action to prevent the transmission chain of the virus, especially to infected patients from 

unknown contacts. This transmission not only impacts the public health and its system but 

also on the national economy and community. For instance, society will likely experience 

lifestyle changes in spending, employment, education, and social life. MCO has restricted 

most business activities in the country except for essential services such as food suppliers and 

other basic needs.  

The COVID-19 outbreak has had a worldwide effect due to the shutdown of businesses and 

factories, supply chains, and the tourism industry. The latter was disrupted due to restrictions 

enacted at international and domestic borders that impacted the trade and tourism sectors. A 

report published by the World Bank highlighted that Malaysia’s economy would contract 

sharply by 3.1% in 2020 due to the pandemic, which hindered economic activities (World 

Bank, 2020). The restriction placed on business activities has resulted in increased 

unemployment due to employers’ failure to pay workers’ salaries, with a high rate of worker 

lay-off. Aware of the community difficulties, the government further permitted the 

Employees Provident Fund (EPF) withdrawal based on the funding available in the 

contributors’ second account to support current expenses. Following that, the government 

released the Bantuan Prihatin Rakyat under the Economic Stimulate Package in February 

2020 for the households to cover the cost of living during the COVID-19 outbreak. The 

package to sustain the majority of Malaysians during critical times resulted from the earlier 

announced MCO. Under the same package, the government issued the short-term economic 

recovery plan (PENJANA) for businesses affected by the pandemic.  

Undoubtedly, all business sectors, individuals, or communities affected by the pandemic, with 

no exception to financial institutions, are also experiencing deterioration due to COVID-19. 

However, in order to ease the burden of the community, the banking institutions are required 

to release an automatic moratorium system. This moratorium offers customers a suspension 

of financing payments for six months. Understanding the difficulties of the affected groups 

such as households, borrowers, and businesses, BNM remains committed to assisting all 

borrowers after the moratorium ends. At the same time, BNM issued the Special Relief Fund 

financial facilities for SMEs affected by the pandemic. The government, individual, and 

corporate roles in supporting the affected groups due to the restriction placed to manage the 
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outbreak have realised the achievement of Maqasid Shariah in preserving the community’s 

rights and welfare.  

Thus, this paper discusses the implication of COVID-19 on the socio-economic and Islamic 

banks by using content analysis tools to analyse the performance of the banks as signalled by 

the profit growth quarterly for the years 2019 and 2020. The following section concentrates 

on prior studies that discussed the impact of infectious diseases on the economy and 

socio-economy. It is followed by another section that explains the method of this study. The 

subsequent section presents the findings derived from data interpretation based on quarterly 

reports from banking institutions and a discussion of the roles of the government and 

financial institutions in the community during a pandemic. The study is concluded in the final 

section. 

2. Literature Review 

2.1 The Impact of Serious Diseases on Economic Structure  

From an economic lens, a disease will affect the economy through medical or treatment costs. 

High mortality caused by the disease will also affect the economic system, production, and 

consumption factors (Shang et al., 2021). Many economists and academicians argued that the 

current outbreak would cause a short-term fiscal impact and long-term economic impact on 

the nation worldwide (Shang et al., 2021). The COVID-19 outbreak has required nearly all 

countries to implement movement restrictions or lockdowns that have resulted in the 

reduction in demand and supply (United Nations Industrial Development (UNIDO), 2020; 

Mustafa et al., 2021). This reduction in demand and supply has caused a recession within the 

economic system.  

Similarly, in Malaysia, the implementation of MCO has contributed to a decline in demand 

due to lower spending (Rio-Chanona et al., 2020). During the outbreak, the organisations and 

businesses could not continue their daily operations, including manufacturing activities. 

Many people have lost their primary sources of income, especially business operators and 

those who are self-employed (Nga et al., 2021). Production firms are not immune to this 

outcome and have also experienced a plummet in business income.  

At the initial economic rebound, Malaysian production and consumption appeared positive. 

However, the re-enforcement of the MCO in the middle of March 2020 saw a sizeable 

reduction in the second quarter of the year. During this period, many businesses witnessed a 

sizeable reduction in production caused by lower consumption, reduced revenue and 

profitability, and lower labour. It has subsequently caused the high unemployment rate. 

According to BNM (2020a), Malaysian economic activities continued to recover in April 

2020 in line with the second phase of MCO. High-frequency indicators showed that the 

labour market, household spending, and trade activities improved (BNM, 2020a). However, 

the recovery rate was uneven between sectors, with economic activity in some of the 

remaining industries below pre-pandemic levels and increasing slower in the labour market. 

This outlook remains subject to risks, especially in lieu of the continuing uncertainty 

surrounding the current domestic and global pandemics (BNM, 2020b). 
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Meanwhile, in the context of economic and finance in Malaysia, BNM (2020) reported on the 

first quarter of 2020 GDP growth at 0.7 per cent, compared to the first quarter of 2019 GDP 

growth at 4.5 per cent. These quarter results reflect the enforcement of MCO. Economic 

slowdown during the pandemic was directly caused by the disease and further indirectly 

affected by government-enacted regulation and preventive actions by the country’s authority. 

Many studies have been conducted on the impact of inevitable pandemics on the economy. It 

was evident that diseases had an exceptionally infectious impact on the economy at the macro 

and micro levels. Events of infectious diseases affect the public health system and various 

economic sectors, including agriculture, food, trade and travel, and market and retail (Smith 

et al., 2019). 

A study was conducted by Dimmock et al. (2016) on the impact of an outbreak on the events 

of the economic downturn in 1998. The zoonotic disease transmission from pork was 

discovered in Malaysia, and the virus which first emerged in the country was therefore 

referred to as Henipavirus, or Nipah Virus. Consequently, the Malaysian government had to 

pay approximately USD 97 million to prevent the outbreak transmission by killing about 1.1 

million pigs. Beyond that, the government had to bore additional costs of approximately USD 

563 million in lost tax revenues to the international trade and the costs for biosecurity and 

slaughter facilities for the control program. To socio-economic stature, the Nipah outbreak 

caused an estimated 36,000 people to lose their jobs in various industries (Bonaccorsi et al., 

2020).  

Due to international and domestic lockdowns, tourism is one more sector affected by a 

pandemic. The same scenario is observed with COVID-19. The restriction on country 

exit-entrance caused the traveller to be restricted from entering or exiting the affected country 

or countries. Another industry affected is hospitality. Hotels record drops in the number of 

guests and bookings as well as their revenues. It is brought to difficulties, as the industry 

needs to reduce several costs, including salary and employee reductions. Except for a few 

cases, the COVID-19 outbreak has necessitated many countries to restrict international travel. 

In the study conducted by Delivorias and Scholz (2020), the economic impact of the Middle 

East respiratory syndrome coronavirus (MERS-CoV) outbreak in 2015 on the Republic of 

Korea’s tourism was associated with 2.1 million fewer non-citizen visitors, which 

corresponded to about USD 2.6 billion loss in tourism revenue. 

Meanwhile, the global economic loss was near USD 40 billion due to SARS. According to 

the China Bureau of Statistics, China’s loss in GDP at 0.8% in 2003 involved tourism, travel, 

hotel and restaurant, and retail industries (Smith et al., 2019). The COVID-19 outbreak is not 

the first outbreak that has caused an economic slowdown. Nevertheless, this global pandemic 

has caused a worldwide economic crisis. Country lockdowns and the enforcement of 

movement restrictions have delimited the economic activities in many sectors. Malaysia and 

many world countries have to experience this deadly infectious disease that has caused 

financial downturns everywhere. 

2.2 Socio-Economic Impact  

The global COVID-19 pandemic is beyond the public health issue with immense 
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socio-economic consequences. The dependency on trade and international and domestic 

travel tends to cause economic shock waves. Hence, there is no doubt that households and 

businesses remain the largely affected groups due to COVID-19. According to United 

Nations (2020), approximately 60 to 70 per cent of households’ income dropped, and 

household consumption also decreased during the outbreak. In this regard, a survey 

conducted on job and skill demand revealed that, since the beginning of the pandemic and the 

implementation of COVID-19-related containment measures, the volume of online job 

postings had decreased significantly (Organisation for Economic Co-operation and 

Development (OECD), 2021). A study conducted by Martin et al. (2020) on the 

socio-economic impacts of COVID-19 indicates that in simulations of a three-month 

lockdown, the poverty rate increases from 17.1% to 25.9% during the crisis in the Bay Area. 

Household savings and consumption drop significantly, and the average recovery time for 

individuals is almost one year. Post-crisis, the long recovery time will experience a further 

exacerbated general decrease in demand, people’s change in consumer behaviour, and a 

general slowdown of economic activities (Martin et al., 2020). 

The community has experienced the pandemic’s impact in Malaysia, primarily those of 

lower-income households and self-employed. These groups are among the worst affected by 

MCO as they do not have a fixed income. Based on a survey conducted by the Department of 

Statistic (DOS) Malaysia (2020) involving 168,182 respondents, as of March 2020, only 5% 

of the self-employed had enough savings to sustain a livelihood for three months, while 71% 

had only enough savings per month (Lim, 2020). The survey indicates that self-employed 

households will experience adverse shocks during a pandemic or other disasters that lead to 

an economic crisis. The other study conducted by Yong and Sia (2021) revealed that the 

COVID-19 pandemic has significant impacts on society’s wellbeing in Malaysia, the most 

severe of which are adverse mental health and job unemployment. 

The Conditional Movement Control Order (CMCO) was implemented after the number of 

positive daily cases reached a single-digit figure. Due to the sudden increase in cases, the 

government has taken steps to reimplement the MCO in some areas that have experienced a 

sharp increase. This action likely marks a warning to the country and Malaysians to remain 

vigilant and alert with the virus, potentially increasing the rate of new cases and mortality. It 

has become a concern to the people and the country regarding socio-economic welfare, 

further causing household incomes to remain immobile. At the same time, the moratorium 

period has expired and caused the community to experience continued hardship. Debtors may 

be troubled to resume payment as scheduled, and banks may be concerned for the same 

reason that they may increase arrears and require debt write-offs that can quickly turn into 

additional changes.  

2.3 The Impact of Pandemic on the IFIs  

The shutdown of economic activities due to MCO has dramatically affected the community. 

All activities were restricted during the period, and things stood at a standstill. As a result, 

employees were unable to work, and the households ran out of supply and are thus facing 

financial constraints. During the MCO, household spending fell sharply at the peak of MCO. 
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Due to this, banks also recorded low transactions in receiving deposits and lower financing or 

loan disbursement, coupled with implementing the moratorium and other banking 

transactions that rely on it. Subsequently, the global economy is expected to experience an 

economic downturn and a prolonged recession, adversely affecting a financial institution’s 

capital as its profitability and asset quality decline (Deloitte, 2020). The impairment of 

financing may cause dented assets quality or potential lower income due to softer loan growth, 

substantial net profit margin compression, and a Day-One modification loss (Maybank 

Islamic, 2020). Meanwhile, RAM Rating Services Bhd (RAM Ratings) stated that banks in 

Malaysia are likely to record loan growth below that of 2019’s 3.9% expansion in the year 

2020 (Salim, 2020). 

The analyst believes that the moratorium will test the banking institutions’ resilience, 

affecting the liquidity and working capital to cover interest expenses, overheads, and 

borrowing activities (Ali, 2020). On the other hand, according to Associate Professor Dr 

Ahmed Razman, it is not an issue in bank sustainability as long as the bank can accommodate 

the reduction in profits due to this six-month moratorium. However, he added, the current 

economy does not cause losses to banks but will affect its profits (Latiff & Hayin, 2020). 

According to a report, reliable underwriting standards of Malaysian banks, sufficient income, 

and capital buffers should help banks deal with the impact of the pandemic (Ali, 2020).  

3. Method 

This study uses content analysis as a data collection tool to analyse the performance of banks. 

The data in this study was gathered from related websites, news articles, and quarterly 

financial reports. The information was obtained from the annual reports of five Islamic 

banking institutions: Bank Islam Malaysia Berhad (BIMB), Bank Muamalat Malaysia Berhad 

(BMMB), Maybank Islamic, CIMB Islamic, and Public Bank. These banks were selected for 

this study as leading Islamic banks in Malaysia to demonstrate the impact of the COVID-19 

outbreak on their business operations.  

4. Analysis and Discussion of the Finding 

4.1 Financial Analysis on Islamic Banks 

Following are the profit analysis and percentage growth of the first quarter period, 

second-quarter period, and the half-year 2020 and 2019 periods.  
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4.1.1 Quarterly Profit Growth Result  

 

Table 1. Profit of the period first quarter, second quarter, and a half year of 2020 and 2019 

Banks Q1 2020 

(MCO) 

Q1 2019 Q2 2020 

(MCO) 

Q2 2019 H.Y. 

2020 

H.Y. 

2019 

BIMB 163,467 160,077 120,787 161,781 284,254 321,858 

 2.1% (25%) (11%) 

BMMB (9,058) 25,542 18,208 23,341 9,149 48,884 

 (135%) (21%) (81%) 

Maybank Islamic 384,820 549,276 135,370 528,596 520,190 1,077,872 

 (30%) (74%) (51%) 

CIMB Islamic 195,863 189,859 10,851 237,866 206,714 427,805 

 3.1% (95%) (51%) 

Public Islamic 134,001 123,144 21,057 107,452 155,058 230,596 

 8.8% (80%) (32%) 

Note. Q = Quarter, H.Y = Half Year, BIMB = Bank Islam Malaysia Berhad, BMMB = Bank Muamalat Malaysia 

Berhad. 

 

Table 1 presents an analysis based on the profits recorded for the first quarter period, second 

quarter, and a half year of 2019 and 2020. Based on the table above, the bank growth 

percentage showed that all the banks had negative growth in the second quarter resulting 

from the MCO, which was at the peak of the MCO period. The percentage of growth 

performance of Maybank Islamic at the first-quarter result showed a negative growth at -30 

per cent between 2020 and 2019 compared to 117 per cent profit growth between 2019 and 

2018 (see Table 2). The first quarter for Public Islamic Bank showed a positive growth 

between 2020 and 2019 but declined 0.8 per cent compared to between 2019 and 2018. 

The profit growth performance for the first half-year, 2020 and 2019 showed that the 

percentage growth of the five banks was negative. However, BIMB was lowest at -11 per cent, 

followed by Public Islamic at -31 per cent, Maybank Islamic and CIMB Islamic at -51 per 

cent, and the highest negative growth for BMMB. 
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Table 2. Profit of the period first quarter, second quarter, and a half year of 2019 and 2018 

Banks Q1 2019 Q1 2018 Q2 2019 Q2 2018  HY 2019  HY 2018 

BIMB 160,077 147,707 161,781 138,193  321,858 285,900 

 8.4% 17%  12.5% 

BMMB 25,542 33,180 23,341 45,306  48,884 78,487 

 (23%) (48%)  (37%) 

Maybank 

Islamic 

549,276 252,627 528,896 490,365  1,077,872 742,992 

 117% 7.9%  45% 

CIMB Islamic 189,859 156,014 237,866 219,435  427,805 375,449 

 21% 8.4%  13% 

Public Islamic 123,144 112,348 107,452 120,566  230,596 232,914 

 9.6% (10%)  (0.9%) 

Note. Q = Quarter, H.Y = Half Year, BIMB = Bank Islam Malaysia Berhad, BMMB = Bank Muamalat Malaysia 

Berhad. 

 

BMMB suffered losses in the first quarter of 2020, while the percentage of profit growth 

performance showed a very significant negative between the current quarter and the quarter 

of 2019. Similarly, BMMB also experienced negative growth in the percentage of profit 

growth performance between the 2019 and 2018 quarters. However, in 2019, BMMB still had 

a profit of RM25,542 billion, less 23 per cent compared to the first quarter year 2018. Thus, 

the percentage growth between the first quarter of 2019 and 2018 also decreased at–23 per 

cent. 

4.2 The Government’s Response to the COVID-19 Impact 

COVID-19 has been more than a health crisis; it has substantially caused a worldwide 

economic crunch. According to the United Nations (2020), this pandemic affects health and 

the socio-economy. Since the pandemic, the government of Malaysia has aided the 

community by implementing a stimulus package. The economic stimulus package assists the 

households by receiving cash under the Bantuan Prihatin Nasional program. Moreover, the 

government has collaborated with BNM to provide an emergency relief scheme and other 

forms of assistance to ease the burden on the affected community. 

Meanwhile, the affected businesses also received assistance under the short-term economic 

recovery plan. BNM has responded to the COVID-19’s impact to assist the individual and 

businesses through a relief measure in the form of a six-month moratorium of financing 

repayment and the Special Relief Fund (SRF) designed to help reduce the short-term cash 

flow problems faced by Small and Medium Enterprises (SMEs) affected by the COVID-19 

pandemic. 

The implementation of the economic stimulus package matches Mr Firas Raad, a World Bank 

Group Representative to Malaysia and Country Manager in his statement,  
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Social protection measures are needed to help vulnerable Malaysians survive the current 

economic storm and thrive in a new post-pandemic reality. Protecting livelihoods is 

essential so that those who have lost their jobs and businesses can get back on their feet 

and contribute to Malaysia’s economic recovery.  

The Economic Stimulus package covers all sectors and every social group, primarily for a 

household in receiving the benefits. The Bantuan Prihatin Rakyat package relieves 

individuals and businesses facing temporary financial constraints from the COVID-19 

pandemic (refer to Tables 3 and 4). 

 

Table 3. Bantuan Prihatin Nasional Target Recipients 

Eligible category Amount Recipients 

Households earning RM4,000 and below RM1,600 Up to 4 million households 

Households earning RM4,001 – RM8,000 RM1,000 Up to 1.1 million households 

Single individuals aged 21 years and above earning 

RM2,000 and below 

RM800 Up to 3 million individuals 

Single individuals aged 21 years and above earning 

RM2,001 to RM4,000 

RM800 Up to 3 million individuals 

 

Under the second Malaysian Economic Stimulus Package, the Malaysian government 

announced one-off cash aids to households earning RM8,000 and below and individuals 

earning RM4,000 and below.  
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Table 4. Malaysian Economic Stimulus Package 2020 

Fiscal stimulus 

packages 

Fund allocation Fund Beneficiaries 

1
st
 stimulus 

package (27 

February 2020) 

RM6 billion (0.4 % of 

GDP) 

1) Increased health-care spending; temporary tax and 

social-security relief; cash transfers to affected industries; and 

rural infrastructure spending. 

2) On 16 March 2020, additional measures (electricity 

discounts and temporary pay leave) totalling RM 0.62 billion 

(less than 0.1 per cent of GDP) were announced. Some of the 

investment spendings for 2020 were frontloaded. 

2
nd

 stimulus 

package (27 

March, 2020) 

RM25 billion (1.7 % of 

GDP) 

1) Increased health-care spending; cash transfers to 

low-income households; wage subsidies to assist employers in 

retaining workers; and infrastructure spending in East 

Malaysia.  

2) Set up RM50 billion fund for working capital loan 

guarantees for all COVID-19 affected businesses.  

3) Allowed exceptional withdrawals from contributors’ 

Employment Provident Fund (EPF) account for 12 months, 

and businesses will be allowed to reschedule their EPF 

payments. 

3
rd

 stimulus 

package (6 April 

2020) 

RM10 billion (0.7 % 

GDP) 

Provided grants for micro-SMEs, scaled-up wage subsidies, 

and a 25 per cent discount on foreign workers’ fees. 

4
th

 stimulus 

package (5 June 

2020 

RM21 billion (1.4 % of 

GDP) 

Extension of the wage subsidy scheme, hiring and training 

subsidies, assistance with business digitalisation, and 

additional tax relief. 

5
th

 stimulus 

package (23 

September 2020) 

RM10 billion (0.7 % of 

GDP) 

1) Extension of the wage subsidies scheme and microgrants 

for entrepreneurs. 

2) A cash transfer to lower-income households. 

Source: International Monetary Fund, 2020. 

 

The Malaysian government have announced five economic stimulus packages up to 23 

September 2020. The packages cover aid and relief to households, businesses, and SMEs and 

wages subsidiary schemes and grants provided for entrepreneurs. The second and fifth 

Economic Stimulus Package announced one-off cash transfers for lower-income households. 

4.3 Malaysians Respond to the COVID-19 

Since implementing the MCO, the government and other parties, including individuals, 

corporations, and NGOs, have presented themselves in channelling numerous forms of aid 

regardless of religion or ethnicity. Various types of assistance were extended to the frontline 

workers, hospitals, and the community to reduce the strain caused by the MCO during to 

COVID-19 outbreak in Malaysia. Implementing the MCO to curb the onset of the pandemic 
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was a critical period for the community, especially households, self-employed individuals, 

and businesses, especially those which are small-scale.  

Through the CSR programs, financial institutions as corporate organisations voluntarily 

provided and distributed aids for the community, frontlines, and hospitals such as food supply, 

medical suites, or other equipment for hospital use. The community and NGOs’ concern for 

the frontliners working hard to prevent the pandemic was manifested through contributions as 

tokens of gratitude and injecting enthusiasm in providing services.  

The enforcement of the MCO was felt by many individuals, particularly students who were 

stranded in their respective colleges and universities. The respected universities and other 

agencies, including NGOs and individuals, came forward to supply food and other necessities 

for this group. Although many people extended assistance at this critical time, the fact is that 

such assistance has become commonplace to the individuals and NGOs involved. Apart from 

the locals being the focus of assistance, non-citizens such as Rohingyas also received the help 

of raw materials and other essential food ingredients during the MCO (Ghazali, 2020). 

Similarly, the homeless received extended aid during this period. 

Besides that, corporate bodies were lending a hand through the crowdfunding platform. For 

instance, Bank Muamalat launched the Shariah Fund to cooperate with Non-Governmental 

Organisations (NGOs) as a charity partner. BMMB allocated a fund of forty thousand 

Malaysia Ringgit to selected recipients through six communities-based projects involving 

education, health, and economic empowerment during the first phase. Following the phase, 

fifteen projects will continue to be implemented (Bernama, 2020a).  

Countless parties have provided various assistance in responding to the impact of COVID-19 

and continue to do so. This pandemic has cultivated the values and a sense of responsibility 

towards the community in need. The spirit of cooperation and service practised by the 

Malaysian community has bridged the poverty gap in helping the needy. To learn from this 

crisis, Muslims are constantly reminded to prepare for the worse situation by helping the 

disadvantaged in times of difficulty.  

4.4 Monetary Policy and the Measures to Address COVID-19’s Impact 

In dealing with COVID-19, different parties have played their role in minimising the spread 

of the virus. Many individuals, NGOs, corporate organisations, and the government have 

assisted the affected groups under MCO. Prolonged MCO causes the household to experience 

a deficit, especially self-employed ones. Also, many individual communities face difficulties 

covering living costs and other debts such as banking-related debts. For instance, the debtor 

may find himself unable to repay bank loans and instalments. Various aids were introduced to 

assist the household, businesses, and other affected groups in responding to the crisis. 

Financial institutions, namely banking institutions, approved the policies issued by the central 

bank to ease the burden of the community.  

The financial relief assistance is the facilities meant for the worst affected due to the 

COVID-19 outbreak. The banks are committed to assisting lenders by allowing an automatic 

six-month moratorium. The moratorium is one mechanism that allows the borrower to defer 
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the loan’s monthly instalment or financing. This assistance will ease the monthly burden of 

individuals and businesses whose income is affected by the pandemic. For the short term, the 

moratorium is an alternative to reduce expenses. 

Nevertheless, the borrower is obligated to pay back as scheduled after the six-month period 

of the moratorium has expired. The moratorium ends in September, and the borrower 

households and businesses may have difficulties upholding the repayment as the economy is 

still in an unpredicted condition. Apart from an unstable economy, the daily cases of infection 

continue to record high numbers that have resulted in the reimplementation of MCO in a few 

states. Thus, banks are obliged to carry out added effective measures to address the impact of 

COVID-19. 

4.4.1 Debt Payment Alternative 

The automatic moratorium enables the debtor to defer the monthly instalment for six months 

without charges or penalties. However, this facility is only applicable for non-overdue 

financing accounts exceeding 90 days as of 1 April 2020. 

The credit cardholder. The bank will automatically convert the outstanding balance into a 

three-year term loan with 13% per annum for individuals who cannot pay the minimum 

monthly payment. The interest rate at 13% per annum is lower than the usual rate of 15 to 

18% p.a charges for unpaid credit balance. Also, the converted credit card to the loan is 

applicable to apply for the six-month deferment. 

Rescheduling and restructuring aim to provide financial assistance to customers in need, such 

as individuals and businesses. Rescheduling or restructuring allows customers to make 

repayments at a lower rate and manage their cash flow. This facility allows continuity in their 

businesses and avoids legal action.  

Furthermore, BNM (2020b) offers additional relief measures to assist affected SMEs, 

safeguard jobs, and support growth. These include increasing the allocation of the SRF from 

RM2 billion to RM5 billion and increasing the allocation of the All Economic Sectors (AES) 

facility from RM5.8 billion to RM6.8 billion. 
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4.5 Assistance and Relief Measures of Islamic Banks 

 

Table 5. Details of the assistance by Islamic Banks 

Organisations Activities Descriptions 

BIMB 
1Support frontline 

staff and 

underprivileged 

communities 

Bank Islam provides financial assistance to small entrepreneurs who are also AIM 

Friends fraternity to deal with resource and income losses due to business disruption as 

a result of this pandemic. 

1. RM200,000 allocated for PEKA B40 joint venture. 

2. RM1 million was donated to the Mission Fund Musaadah COVID19. 

3. RM10,000 was donated to purchase beds and mattresses for the use of frontline 

medical staff at Sungai Buloh Hospital. 

4. Assistance Support Program Direct Bank Islam helps contribute cash and 

essential items such as food to various houses, orphans and the elderly, and hospitals 

and health clinics. 

5. Valuable contributions of RM390,000 are channelled directly to the recipients 

under this program. 

BMMB  n.a. 

Maybank Islamic 
2COVID-19: 

Maybank 

sumbang RM 4 

juta dana 

pandemik 

MERCY 

Malaysia 

1. Supply 4,000 sets of level 2 personal protective equipment (PPE) and 2,000 sets 

of level 1 PPE to ensure the continuity of health support for at-risk communities during 

the response and recovery period. 

2. Essential equipment, including 2,000 bottles of disinfectant liquid, 5,000 hand 

soaps, 200 contactless thermometers, 1,000 sets of toothpaste and toothbrushes, as well 

as 1,000 hand towels and 2,500 sets of clothes, are also on the list. 

3. Construction of 500 handwashing stations for targeted, mostly marginalised 

communities; production and distribution of 30,000 packs of information, education 

and communication materials to support orders in line with the Ministry of Health’s 

message on risk prevention and preparedness; and managing pandemic risk reduction 

training for 10,000 families. 

CIMB Islamic 
3Respond to the 

community on 

the COVID-19 

crisis 

1. CIMB Islamic Bank Bhd launched an initiative to enable the public to contribute 

to 10 non-governmental organisations (NGOs) that help local communities who lack 

access to facilities and front lines during the COVID-19 crisis. 

2. CIMB has contributed more than RM2.4 million to support COVID-19 related 

initiatives, including its contribution to the Disaster Response Network of 

Government-Linked Companies (GLCs) and Government-Linked Investment 

Companies (GLICs) (GDRN). 

3. CIMB, through the CIMB Foundation, also works with NGOs to distribute food 

and supplies to about 29,000 people 

Public Islamic 

Bank 

4Public Bank Bhd 

contributing RM1 

million 

n.a. 

Sources: 
1
BIMB Holdings, 2020, 

2
Bernama, 2020b, 

3,4
Shankar, 2020. 
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4.6 The Achievement of Maqasid Shariah 

According to Al-Imam as-Syatibi, Maqasid Shariah describes the command of Allah in 

delivering goodness to universal human beings and protecting them from damage and harm. 

Maqasid Shariah is explained in three categories, namely, Dharuriyyat (necessities), Hajiyyat 

(convenience), and Tahsiniyyat (comfort). The category of Dharuriyyat is often highlighted 

as an essential element in human life. Failure to meet the necessities level can lead to the 

destruction of life in this world and the hereafter. The necessities include food, shelter, 

clothing, health, and safety. The necessities are explained in preserving the five elements in 

human life as a servant on earth: preserving the religion, preserving life, preserving intellect, 

preserving dignity, and preserving wealth. 

Maqasid Shariah covers the welfare of society in various aspects of human life towards 

brotherhood, society and family, justice and safety, wealth and dignity, good governance, 

reduction of poverty and fulfilment of employment, economy, reduction of crime, and 

security and stability (JAKIM, 2015). Maqasid Shariah becomes the guidance for humans to 

ensure they are balanced to meet the needs and requirements of an individual life without 

leaving the other’s right. From the Islamic economic perspective, it can be achieved by 

establishing the maslahah in the economic activities through justice and protecting the 

public’s rights (Hurayra, 2015). In the socio-economics development, Maqasid Shariah is the 

basis for economic development, by supporting each other as a social responsibility 

concerning the other individual in a society to fulfil the community’s needs, especially during 

the difficulties of survival. It is society’s responsibility to support the groups affected by any 

disasters such as natural disasters, oppression, or the current COVID-19 pandemic. Lack of 

attention to the needy may create other social problems that burden society. In this 

challenging situation, the human is tempted to commit evil without the strong faith in his 

heart. For survival in life and to protect the faith of Muslims, it is a commitment for the 

government and community to channel assistance for the disadvantaged group.  

Many people were severely affected by MCO’s enforcement during the crisis. This restriction 

has led the community to difficulties by restricting economic activities. However, everyone is 

responsible for following the government’s orders to prevent the virus from spreading. 

Maqasid Shariah explains the need to preserve individual life from harm, and Islam forbids 

its believers to place themselves in perdition. This pandemic is not only a disease and health 

issue but a factor that creates economic distress that affects socio-economic wellbeing. The 

community needs to bear the restriction on movement in fighting and to break the virus’s 

transmission. The implementation of MCO has limited economic activity both during and 

after the period. Thus, creating a dynamic, effective, and healthy social system is critical to 

preserving a community’s social system (JAKIM, 2015). For example, the community must 

work together to assist those in need during the pandemic in this critical situation. 

5. Conclusion 

The COVID-19 outbreak is beyond solely infectious disease. There is a need for the 

government and society to prevent, cure, and stop the virus transmission chain altogether. In 

dealing with it, prompt action from the government through the implementation of the MCO 
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has resulted in the forced shut down of economic activities that finally affected the economic 

system. Many business activities were restricted due to the enforcement of MCO, which led 

to the economic slowdown, increased unemployment, and raised poverty levels in Malaysia 

and elsewhere. To ease the burden of the community, the Malaysian government announced 

the Bantuan Prihatin Nasional program in the form of cash and other economy-stimulated 

packages for the affected groups. 

With the same intent, financial institutions in Malaysia responded to the monetary policy 

announcement of the measures to address the impact of COVID-19. The outbreak affected 

nearly all economic segments, and the banking institution is regarded as a significant sector 

in the country. Five Islamic banks were analysed to measure their performance during the 

pandemic in the study. The analysis found that the pandemic affected the banks by measuring 

their profit growths in quarters 1 and 2 of 2020 and 2019. 

Noticeably, many parties also showed their concern towards the current situation. It has 

fostered a sense of shared responsibility towards society during a challenging time, as 

expressed by individuals, NGOs, and corporations such as banking institutions. The 

assistance channelled by the society to the society has realised the Maqasid Shariah in 

safeguarding the interests of the ummah. The level of necessity explained the protection of 

the five principles in human life, which are religion, life, intellect, dignity, and wealth.  

Malaysia again experienced the third wave of COVID-19, resulting in higher daily cases. The 

government is reluctant to implement the MCO at this stage due to its enormous 

socio-economic impact. Given the number of daily cases and economic effects, the tourism 

industry and other businesses are concerned about the reimplementation of the movement 

restriction. Even though Malaysia has begun to recover from the socio-economic downturn 

resulting from the pandemic in the recovery movement order (RMCO) stage, many still see 

and feel the effects. According to the Ministry of Health of Malaysia, there is no way to stop 

the transmission chain of the virus unless all people are responsible for observing and 

committed to practising the ways to curb the transmission rate. These include practising 

social distancing, wearing masks, and healthy hygiene practices. It is a challenge for the 

country to break the chain of infection since certain groups in the society are unwilling to 

abandon the culture of handshaking or gathering, and the level of awareness is still low 

against the new norm. Should the country find itself unable to contain the virus in the same 

way as it did before, in such a scenario, the current pandemic may continue to spread, and 

Malaysia may continue to face economic uncertainty. The possibility is Malaysia’s economy 

contracting sharply, increasing unemployment and leading to poverty. Therefore, further 

studies should be conducted by measuring the banking sector’s performance during the 

recovery period and discussing the socio-economic situation post-COVID-19 crisis.  
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