Kenansa Economic Viewpoint

Malaysia Distributive Trade

Sales growth moderated in June due to the high base effect recorded last year

e Distributive trade sales moderated in Jun (4.3% YoY; May: 6.6%) mainly due to a waning lower base effect

— Sales value (RM138.5b; May: RM138.0b): rose to a three-month high as MoM growth (0.3%; May: 1.5%) expanded
for the second straight month, albeit slower.

— 2Q23: Growth moderated sharply to 5.7% (1Q23: 12.8%), a six-quarter low, partly as the lower base effect
dissipated in spite of QoQ growth expanded by 1.2% (1Q23: 0.6%).

e Growth was mainly attributable to expansion in the sales of retail trade

— Retall trade (5.8%; May: 5.0%): expanded due to higher sales in the non-specialised stores (10.9%; May: 8.4%)
and food, beverages & tobacco (12.6%; May: 10.0%), thanks to the gradual increase in tourist arrivals.

— Wholesale trade (3.1%; May: 4.4%): growth slowed, attributable to moderation in household goods (4.8%; May:
7.9%), but partially supported by higher fee or contract basis (9.2%; May: 7.3%).

— Motor vehicles (3.4%; May: 22.0%): slowed sharply due to weak sales of motor vehicles (-3.8%; May: 29.8%),
which partly attributed to the high base effect, as MoM unit sales (62.6k units; May: 61.8k units) expanded.

e Retail sales slowed in June across regional economies

— CN: moderated to a four-month low (3.1%; May: 12.7%). Despite slower growth in June, the year-to-date retail
sales grew by 8.2% YoY, reflecting a continued expansion in consumer demand.

— SG: moderated to a five-month low (1.1%; May: 1.8%), supported by higher sales of food & alcohol.

e 2023 distributive trade sales growth forecast maintain at 4.1% (2022: 19.6%)

— As of June, YTD sales growth remained resilient, growing by 9.1% to RM819.9b compared to RM751.3b in the
same period last year. Growth was primarily attributed to resilient domestic demand, with further expansion in the
services sector following the full reopening of economic activities and a gradual increase in tourist arrivals. Moving
forward, we expect sales growth to remain positive, partly supported by a higher motor vehicle booking backlog
(275k units), higher tourist arrivals, and a lower unemployment rate, which we project to average 3.5% for the year.

— Despite weaker distributive retail trade numbers in June and overall 2Q23, we still expect GDP growth to expand
by 6.0% in 2Q23 (1Q23: 5.8%) as we expect domestic demand would support growth. However, we remain cautious
about the future growth outlook as growth is expected to moderate in the 2H23 at 3.6% (1H23F: 5.8%) amid slower
global economic growth due to the impact of a higher interest rate environment which will likely weigh on consumer
demand. At this juncture, we maintain our 2023 GDP growth forecast at 4.7% (2022: 8.7%).
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| Table 1: Distributive Trade Sales by Sub-sector (YoY %)

% Share* 2021 2022 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23
Distributive Trade 100.0 4.0 19.6 12.4 14.3 11.9 6.3 6.6 43
Wholesale Trade 45.7 6.4 10.7 31 5.9 7.6 3.2 44 31
Other Specialised 17.8 10.5 8.7 -2.8 -1.0 0.8 -1.1 -1.8 -0.8
Household Goods 9.3 0.7 174 8.6 15.8 16.4 5.4 7.9 4.8
Food, Beverages and 8.8 6.0 74 7.6 9.9 12.9 7.7 9.6 7.8
Tobacco
Agricultural Raw Materials 4.0 6.2 15.1 12.8 10.0 7.2 5.1 8.6 4.7
and Live Animals
Machinery, Equipment and 3.7 4.0 8.6 -4.0 1.9 7.7 2.7 5.8 1.1
Supplies
Non-specialised 1.3 9.8 6.4 2.6 6.1 10.7 8.5 11.6 11.4
Fee or Contract Basis 0.8 5.3 16.2 9.5 9.0 55 8.0 7.3 9.2
Retail Trade 425 44 239 21.7 19.2 17.7 12.9 5.0 5.8
Non-specialised Stores 15.8 25 26.8 24.6 211 19.8 18.0 8.4 10.9
Other Goods in Specialised 8.7 2.3 284 29.1 24.2 21.9 17.4 6.0 2.7
Stores
Other Household Equipment 58 7.7 18.0 10.9 75 7.8 1.5 -1.9 -2.1
in Specialised Stores
Automotive Fuel in 38 5.6 434 45.0 459 38.1 19.6 6.0 8.5
Specialised Stores
Information and 3.8 7.2 9.0 6.4 8.0 6.3 -1.1 -2.4 -0.8
Communication Equipment in
Specialised Stores
Food, Beverages and 26 51 15.2 17.5 18.4 17.9 15.1 10.0 12.6
Tobacco in Specialised
Stores
Cultural and Recreation 20 74 12.8 0.4 -1.2 -0.9 -2.1 -0.8 -0.2
Goods in Specialised Stores
Not in Stores, Stalls or 0.5 20.0 234 10.9 14.0 18.9 8.9 25 2.0
Markets
Stalls and Markets 01 8.2 18.5 19.8 21.0 18.8 1341 6.0 5.8
Motor Vehicles 11.8 -8.1 476 20.1 32.3 9.3 5.1 220 34
Sales of Motor Vehicles 6.3 5.7 39.6 25.0 424 3.8 173 298 -3.8
Parts and Accessories 3.0 -12.8 64.1 15.9 226 20.2 174 17.7 18.3
Maintenance and Repair 1.6 -14.2 70.5 16.8 212 209 205 204 20.0
Sale, Maintenance and 0.9 -1.8 26.8 121 244 3.2 -29.8 -5.0 -16.6
Repair
Source: Macrobond, Dept. of Statistics, Kenanga Research
*Average 2022
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga
Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any
solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees
may have positions in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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