Kenansa Economic Viewpoint

Malaysia External Trade

Imports and exports fell further in August on weak external demand
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EU (-4.6%; Jul: -6.0%). Nevertheless, SG remains
the largest export destination, albeit shrinking to
14.6% (Jul: 15.3%) share of total export, followed by CN (12.8%; Jul: 14.4%). Meanwhile, the share of total exports
to the US (11.7%; Jul: 11.6%) climbed slightly.

— By sector: a broad-based slowdown led by an enlarged contraction in manufacturing (-17.7%; Jul: -9.7%) sector,
followed by the agriculture sector (-27.1%; Jul: -28.1%), and further weighed by mining (-23.1%; Jul: -33.6%).

— By product: the decline in export was mainly weighed down by petroleum products (-38.6% YoY), followed by
liquified natural gas (-26.0%) and palm oil & palm oil-based products (-31.9%) in tandem with lower global
commodity prices. Besides, the export of major manufacturing products, namely E&E, which contributed 37.7%
share to total export, also fell (-15.3%).

e Imports fell for the sixth straight month (-21.2%; Jul: -16.1%) and at the sharpest pace while slightly below
expectations (KIBB: -19.2%; consensus: -19.0%)

— The subdued growth was mainly due to weak re-exports (-33.5%; Jul: -13.2%) and retained imports (-16.5%; Jul: -
17.1%). Imports contracted on MoM (-1.6%; Jul: 1.1%).

— By category, weaker growth was also due to subdued import of intermediate (-22.6%; Jul: -20.8%) and consumption
(-5.4%; Jul: 2.7%) goods. Nevertheless, capital goods (5.4%; Jul: -4.3%) rebounded to a three-month high.

e Trade surplus narrowed slightly to RM17.3b (Jul: RM17.4b), which was lower than expectations (KIBB: RM20.5b;
consensus: RM17.8b)

— Nonetheless, total trade remained weak and plunged (-19.8%; Jul: -14.5%) to the lowest since May 2020.

e 2023 exports forecast retained at -5.7% (2022: 24.9%), banking on a recovery in the final quarter

— Year to date, exports fell by 7.6% compared to the same period recorded last year. This is mainly attributed to lower
commodity prices, weaker global trade activity, and the effect of the high base recorded last year. The slowdown
period is expected to continue towards the end of the year, albeit easing slightly, as cumulative rate hikes among
advanced and emerging economies increasingly affect aggregate demand.

— Against this backdrop, we keep our 2023 GDP growth forecast at 3.5% - 4.0% (2022: 8.7%). Nonetheless, growth
is expected to be supported by a resilient domestic demand spurred mainly by fiscal spending.

Source: Dept. of Statistics, Kenanga Research
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LTabIe 1: Malaysia External Trade Growth Trend

2020 2021 2022 Aug-22 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23

Total Trade %YoY 259 384 1.0 56.7 1.7 -14.6 2.2 -16.2 -14.5 -19.8
Trade Balance RM bil 183.3 253.7 256.2 173 26.7 12.6 15.7 255 174 173

Exports %YoY -141 26.1 249 43.4 -1.4 -17.5 -0.9 -14.1 -13.0 -18.6
%MoM 54 15.5 -18.9 136 37 5.8 -1.4

Manufacturing %YoY 1.1 25.7 222 476 0.5 -15.5 1.7 95 9.7 7.7
Shr 86.3 86.1 84.2 84.4 84.0 86.4 85.4 87.8 86.8 85.4

Agriculture %YoY 8.7 36.8 23.3 422 -10.9 -29.2 -31.0 423 -28.1 -27.1
Shr 73 79 78 74 73 6.9 6.2 6.0 6.5 6.6

Mining %YoY -28.3 18.9 68.5 62.7 -3.2 -30.9 5.9 -34.9 -33.6 -23.1
Shr 59 5.6 76 7.8 8.0 6.1 78 5.6 6.3 73

Others %YoY -40.2 115 52.1 244 781 -25.9 46 16.7 -38.4 418
Shr 0.4 0.4 05 0.4 0.7 0.6 0.6 0.7 0.4 0.6

Imports %YoY -5.8 23.3 31.0 67.3 2.2 1141 3.7 -18.7 -16.1 -21.2
%MoM 48 1141 -10.1 121 5.2 1.1 -1.6

Capital %YoY 94 14.4 16.0 22.0 3.1 11.3 13.0 -12.6 4.3 54
Shr 1.3 105 9.3 8.2 94 10.9 9.5 9.9 105 10.9

Intermediate %YoY -8.1 27.2 289 56.1 9.7 241 -13.0 -25.6 -20.8 226
Shr 53.6 55.3 54.3 53.5 52.1 49.0 52.9 48.7 49.2 52.6

Consumption %YoY 0.0 132 235 421 6.4 -1.6 45 -11.9 27 5.4
Shr 9.3 85 8.0 73 9.0 8.8 8.5 8.3 8.8 8.7

*Shr = share to total exports or imports,
Source: Dept. of Statistics preliminary release, Kenanga Research
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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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