Kenansa Economic Viewpoint

Malaysia Manufacturing PMI

Remained subdued as output slows but relatively stable in September
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e Inflation rises slightly amid persistent price pressure

— The rate of input costs eased despite delivery delays and high raw material prices caused by weak input buying.

Manufacturers passed these extra costs onto clients, though the rate of increase eased to a four-month low.
e Firms remained optimistic about future output, while employment edged up

— The level of optimism remained solid and reached the highest level since the start of the year.

— Meanwhile, employment levels increased slightly, the first expansion since May. Consequently, the level of
backlogs eased amid greater workforce capacity.

e Relatively subdued manufacturing conditions among regional economies

— China (49.3; Aug: 50.4): The Caixin Manufacturing PMI contracted at the fastest pace in 14 months in September,
mainly due to weak demand and a cooling labour market. Similarly, its official NBS Manufacturing PMI also
remained in contraction at 49.8 (Aug: 49.1), albeit improving.

— Japan (49.7; Aug: 49.8): edged down slightly, largely due to weak output and new orders amid falling overseas
demand. The index has remained below a neutral level for the third straight month.

e Manufacturing sector to remain stable in the near term

— With the Manufacturing PMI close to the neutral level of 50.0, we remain optimistic that the overall health of
manufacturing conditions will gain further traction in the coming months. This outlook is supported by the expected
positive impact of the upcoming Federal Budget 2025, along with increasing tourist arrivals and demand from
Southeast Asia.

— Notably, China’s latest stimulus measures, including efforts to revive its property market, should also act as a
positive catalyst for Malaysia’s export-oriented manufacturing sector. However, downside risks persist due
geopolitical tensions, including the latest Israel-Lebanon crisis, ongoing Israel-Palestine and Russia-Ukraine
conflicts, as well as renewed US-China trade tensions.

— Against this backdrop, we maintain our 2024 GDP growth forecast at 5.0% (2023: 3.6%), supported by stronger-
than-expected performance in the 1H24 (5.1%) and high-frequency indicators pointing to continued growth.
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| Table 2: Malaysia PMI Trend

Mar- Apr- May- Jun- Jul- Aug- Sep-
2021 2022 2023 2 2% 2 24 24 24 2
S&P Malaysia PMI 52.8 478 479 484 49.0 50.2 49.9 497 49.7 495
New Orders* Down Down Up Up Down Down Down
Output* Down Down Up Up Down Down Down
Employment* Down Flat Up Flat Down Down Up
Stocks of Purchases* Down Down Down Down Down Down Down
S&P Global PMI 54.3 486 49.0 50.6 50.3 51.0 50.8 49.7 495 N/A
Baltic Dry Index 2,217 1,515 2,094 1,821 1,685 1,815 2,050 1,708 1,814 2,084
DoS Leading Index (% YoY) 46 1.0 0.9 23 44 38 38 52 N/A N/A

Source: PMI by S&P Global, Bloomberg, Dept. of Statistics, Kenanga Research

*The “Up/Down/Flat” movements for sub-indicators are based on S&P Global own reports. Detailed and historical data are available on a subscription basis only.O
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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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