Kenansa Economic Viewpoint

Malaysia External Trade

November exports decline driven by E&E slump and weak commodity demand

e Exports declined for the ninth straight month in November (-5.9% YoY; Oct: -4.5%). The contraction was smaller
than the house forecast (-7.9%) but slightly above consensus estimate (-5.2%)

—  MoM (-3.2%; Oct: 1.4%): dropped to a four-month low after two consecutive months of expansion.

e Lower shipments to major trading partners and weaker exports of key sectors and products dampened overall
export growth

— By destination: exports to major destinations remained subdued, with Japan (-18.3%; Oct: -23.8%) leading,
followed by Singapore (-17.0%; -8.2%), the US (-8.5%; Oct: 3.9%) and China (-8.4%; Oct: -7.1%).

— By sector: broad-based slowdown led by manufacturing (-6.7%; Oct: -3.6%) and agriculture (-5.5%; Oct: 3.2%)
sectors. This was also due to a sharp moderation in the mining (0.5%; Oct: -21.9%) sector.

— By product: weighed down by further downtrend in electrical and electronics (E&E) exports (-13.8%; Oct: -2.3%),
the largest export product accounting for 44.4% of total exports, as well as continued weakness in commodity-
related exports, especially LNG (-14.8%; Oct: -34.9%) and palm oil-based manufactured products (-10.9%; Oct: -
0.8%).

e Imports rebounded (1.7%; Oct: -0,3%), charting positive growth for the first time since February 2023,
surpassing expectations (KIBB: 0.2%; consensus: -0.6%) due to a lower base effect recorded last year

— Positive import growth was driven by higher retained imports (2.2%; Oct: 0.6%) and a marginal rebound in re-
exports (0.1%; Oct: -2.2%).
— By category, growth bolstered by a strong expansion in capital goods (53.3%; Oct: 8.6%), the highest growth since

March 2021. However, the momentum was partially capped by slower growth in consumption goods (8.6%; Oct: -
6.4%) and continued weakness in intermediate goods (-5.2%; Oct: -7.9%).

— Imports fell on MoM (-3.1%; Oct: 13.3%), following a sharp expansion recorded in the previous month.

e Trade surplus narrowed to a 42-month low at RM12.4b (Oct: RM12.9b), below consensus (RM16.5b) but beating
our forecast (KIBB: RM11.3b;) as the MoM contraction in exports outpaced imports

— Total trade remained weak (-2.4%; Oct: -2.5%), as MoM growth fell by 3.1% (Oct: 6.7%), the lowest in seven
months.

® 2023 exports likely to settle below our forecast of -5.7% (2022: 24.9%), with growth potentially rebounding in
2024 on the back of the gradual global recovery

— Year to date (Jan-Nov), exports fell by 7.8%, mainly due to subdued export of E&E goods and commodity-related
goods amid lower commodity prices and global trade activity, alongside the effect of the high base recorded last
year. We expect the export contraction to ease in the near term as the impact of the high base effect diminishes.
Despite escalating geopolitical tensions in the Middle East which could disrupt the global supply chain, we maintain
a cautious outlook for 2024. Nevertheless, we continue to forecast a 9.4% rebound in exports for 2024, assuming
there are no unforeseen shocks to the global economy.

— Likewise, we expect GDP growth to remain robust in the near term, expanding by 3.7% in the final quarter (3Q23:
3.3%), bringing the full-year growth to settle near the upper end of our forecast range of 3.5% - 4.0% (2022: 8.7%).
As we expect the recovery in the external sector to pick up pace in the next six to 12 months, alongside steady and
resilient domestic demand, we project GDP growth to expand further to 4.9% in 2024.

| Graph 1: External Trade Growth | Graph 2: Exports by Destination
yor s L I »
Trade Balance (RHS) —— Exports —— Imports 33 Cont. EAT Others
60 === Exports (YoY %)
23 60 .l\‘
AL -
40 45 [ § i
13 30 " I “ [AY l’ ‘\
20 \ N i \
s s Al
0 ! T T T iVil l.‘lilllll I- .-..I-'hl
J 0 1L EEmE L - =] il
f T T _\_F‘- I FERE
20 -7 ‘;’ [ IQ’\I
-15 v N
-40 -17 -30
Nov-20 Nov-21 Nov-22 Nov-23 Nov-20 Nov-21 Nov-22 Nov-23
Source: Dept. of Statistics, Kenanga Research Source: Dept. of Statistics, Kenanga Research

onanga &g

Page 1 of 2



Economic Viewpoint

20 December 2023

LTabIe 1: Malaysia External Trade Growth Trend

2020 2021 2022 Nov-22 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23
Total Trade %YoY 259 384 1.0 153 -16.2 -14.5 -19.9 -12.6 2.5 2.4
Trade Balance RM bil 183.3 253.7 256.2 21.8 255 174 17.2 244 129 124
Exports %YoY -1.1 26.1 249 15.1 -14.1 -13.0 -18.7 -13.8 4.5 5.9
%MoM 1.7 37 5.8 -15 8.1 14 -3.2
Manufacturing %YoY 1.1 25.7 222 14.5 95 9.7 7.7 -11.9 -3.6 6.7
Shr 86.3 86.1 84.2 84.6 87.8 86.8 85.4 86.6 85.3 83.8
Agriculture %YoY 8.7 36.8 23.2 -11.2 -42.3 -28.1 272 -23.1 32 5.5
Shr 73 7.9 78 6.8 6.0 6.5 6.6 6.5 741 6.9
Mining %YoY -28.3 18.9 69.2 62.3 -34.9 -33.6 233 285 219 0.5
Shr 5.9 5.6 76 8.0 5.6 6.3 73 6.4 6.9 8.6
Others %YoY -40.2 115 52.3 9.7 16.7 -384 40.0 55 275 9.2
Shr 0.4 0.4 05 0.5 0.7 0.4 0.6 0.6 0.8 0.7
Imports %YoY 5.8 233 31.0 15.5 -18.7 -16.1 -21.2 -11.41 0.3 1.7
%MoM 5.0 5.2 1.1 -1.6 2.1 133 -3.1
Capital %YoY 94 144 15.8 27 -12.6 4.3 53 6.4 8.6 53.3
Shr 11.3 105 9.3 9.0 9.9 105 10.9 108 11.2 136
Intermediate %YoY 8.1 27.2 29.5 8.2 -25.3 -20.8 225 -15.2 -8.1 5.2
Shr 53.6 55.3 54.6 55.0 48.7 49.2 526 49.7 49.3 51.2
Consumption %YoY 0.0 132 24.0 238 -11.9 2.8 5.5 0.5 9.9 22
Shr 9.3 8.5 8.0 8.8 8.3 8.8 8.7 8.8 8.3 8.9

*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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