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Slower GDP Growth in 4Q23 o
@©
e GDP grew 3.0% YoY in 4Q23 Table 1: Msia Key Economic 'g_
e Full year 2023 economy expanded by 3.7% Indicator 2
. . . . I 2022 2023 2024F | =
e Growth underpinned by continued household spending and tourism activities o
. . . . . GDP growth (%) 8.7 3.7 4.7 ©
e Softer services and construction growth together with sluggish manufacturing Unempl. Rate ©
output weighed overall 4023 growth (%) 3.5 3.3 3.3 3
e Current account surplus dropped to the lowest level at RM0.3bn CPI (%) 33 2.5 2.7
e Economic growth momentum to improve in 2024 OPR (%) 275 3.00 3.0
IP1 (%) 6.9 0.9 3.5
Malaysia's economy expanded slightly slower in 4Q23 as resilient household CPO (RM/MT) 5,161 3,810 3,600
spending and investment activities cushioned subdued exports. Malaysia’s GDP Brent (USD/bbl) 859 820  85.0

growth moderated to 3.0% YoY in 4Q23 (3Q23: 3.3%). The monthly GDP Exports Growth

performance showed a stable growth of 3.9% in October and 3.8% in November, e
Imports Growth

before slowing to 1.4% in December. Looking at the quarter-to-quarter change, after (%)

24.9 -8.0 4.1
31.0 -6.4 3.9

adjusting for seasonal factors, Malaysia’s economic growth contracted -2.1% QoQ (Tl;:;’::“;"""s 2562 2141 2520
from the previous quarter (3Q23: +2.6%). The moderation in 4Q23 growth was Ringgit per
RM4.40 RMA4.59 RMA4.45

underpinned by a continued and steeper contraction in external demand, while the Dollar
sustained growth was anchored by still upbeat domestic demand conditions.

For the full year 2023 growth for the Malaysian economy normalised to 3.7% (2022:
8.7%). Growth moderated amid a challenging external environment, due mainly to
slower global trade, the global tech downcycle, geopolitical tensions and tighter
monetary policies. On the domestic front, despite the lapse of large policy support

>
S
o
c
o
(%]
L
A
(74
>
i
(1]
=3

provided as the economy started to open up in 2022, the continued recovery in
economic activity and labor market conditions supported growth

Table 2: Quarterly GDP Growth (%YoY)
3Q22 4Q22 1Q23 2Q23 3Q23 4Q23

GDP (YoY, %) 14.1 7.1 5.6 2.9 3.3 3.0

Manufacturing 13.1 3.9 3.2 0.1 -0.1 -0.3

Services 16.7 9.1 7.3 4.7 5.0 4.2

Agriculture 1.2 11 1.0 -1.0 0.9 1.9

Mining 9.1 6.3 2.4 -2.3 -0.1 3.8

Construction 15.3 10.1 7.4 6.2 7.2 3.6

Domestic Demand 13.2 6.8 4.6 4.5 4.8 5.2

Private Consumption 14.8 7.3 5.9 4.3 4.6 4.2 g
Public Consumption 6.5 3.0 -2.2 3.8 5.8 7.3 §
f;?;:a::’id Capital 13.1 8.8 4.9 5.5 5.1 6.4 ._,8_,
Private Investment 13.2 10.3 4.7 5.1 4.5 4.0

Public Investment 13.1 6.0 5.7 7.9 7.5 11.3

Net Exports 26.2 23.0 54.4 -3.7 -22.7 -35.6 Imran N::;gf:g?:;?:;:‘:;
Ezmt:sd Goods & 215 8.6 33 94 120 | -63 (603) 2613 1733
'Sr;‘r‘z/‘l’c'; of Goods& 514 7.2 6.5 97 111 | -29

Source: Bank Negara Malaysia, Department of Statistics, BIMB Securities
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Chart 1: Quarterly GDP Growth (YoY, %)
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Table 3: Annual GDP Growth (YoY, %)

2018 2019
GDP (YoY, %) 4.8 4.4 -5.5 3.3 8.7 3.7
Manufacturing 5.0 3.8 -2.7 9.5 8.1 0.7
Services 6.9 6.2 -5.2 2.2 10.9 5.3
Agriculture 0.1 2.0 -2.4 -0.1 0.1 0.7
Mining -2.2 -0.6 -9.7 0.9 2.6 1.0
Construction 4.2 0.4 -19.3 -5.1 5.0 6.1
Domestic Demand 5.5 4.3 -5.8 1.9 9.2 4.8
Private Consumption 8.0 7.7 -3.9 1.9 11.2 4.7
Public Consumption 3.4 1.8 4.1 6.4 4.5 3.9
g;:’;sa::ﬁf‘d Capital 14 2.1 -14.4 0.8 6.8 5.5
Private Investment 4.3 1.6 -11.9 2.7 7.2 4.6
Public Investment -5.0 -10.7 -21.2 -11.1 5.3 8.6
::'::izs:f Goods & 1.9 1.0 -8.6 18.5 145 -7.9
'S’:r’:,‘l’c’: of Goods & 15 2.4 7.9 212 15.9 7.6

Source: Bank Negara Malaysia, Department of Statistics, BIMB Securities

Chart 2: Annual GDP Growth (YoY, %)
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Growth underpinned by household spending and tourism activities

On the demand side, domestic demand improved for the second consecutive quarter to a
one year high of 5.2% YoY with an uptick in public consumption and investment activity.

Higher domestic demand in 4Q23 was largely thanks to higher government expenditure
(4Q23: +8.4%, 3Q23: +6.2%) with public consumption rising 7.3% (3Q23: 5.8%) due to
higher supplies and services spending by the Government, and public investment jumped by
11.3% (3Q23: 7.5%) driven by higher capital expenditure by Government and public
corporations. Private consumption remained expansionary, albeit moderating slightly to
4.2% YoY (3Q23: 4.6%), backed by robust labour market conditions and moderating inflation.
Support from capacity expansion by firms and further progress in ongoing projects saw
private investment growth moderating to 4.0% (3Q23: +4.5%). Overall investment growth
picked up to 6.4% (3Q23: 5.1%), underpinned by capacity expansion, project execution and
higher government spending. Looking ahead, we expect private consumption to remain
supported by low unemployment, as well as a gradual subsidy rationalisation and welfare
transfers while investment is expected to maintain on an expansionary trend backed by
progress in various infrastructure projects on the back of still encouraging domestic
economic condition.

On the external front, exports in this quarter registered a small contraction of 6.3% as against
to a decline of 12.0% in the preceding quarter influenced by the performance exports of
goods and services. Imports shrank 2.9% from a decline of 11.1% in the previous quarter due
to the performance of imports of goods. Net exports falling further for the fourth straight
quarter and plunged -35.6% YoY (3Q23:-22.7%). For the year 2023, both exports and imports
fell 7.9% (2022: 14.5%) and 7.6% (2022: 15.9%), respectively and resulted in the larger full-
year contraction in trade surplus at -11.3% YoY (2022: -1.0%).

Chart 3: Expenditure on GDP (YoY, %)
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Table 4: GDP Growth by Demand (YoY, %)

GDP (%YoY) 3.0 33 Malaysia’s economy expanded by 3.0% in 4Q23, as
compared to 3.3% in the previous quarter. Private
consumption and gross fixed capital formation were
the main catalyst on the demand side. In terms of
seasonally adjusted, the economy shrank by 2.1%
(3Q23: 2.6%)
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Domestic Demand 5.2 4.8 Domestic demand grew by 5.2% and remained the
largest contributor to overall growth (+4.8% pts)

Private Consumption 4.2 4.6 Private consumption remained expansionary, albeit
moderating slightly to 4.2%YoY, backed by robust
labor market conditions and moderating inflation

Public Consumption 7.3 5.8 Government consumption strengthened to 7.3% from
5.8% in the previous quarter, led by spending on
supplies and services

Gross Fixed Capital 6.4 5.1 GFCF growth picked up to 6.4% (3Q23: +5.1%),
Formation (GFCF) underpinned by capacity expansion, project execution
and higher government spending

Private Investment 4.0 4.5 Private sector which contributed 79.8% to total GFCF
moderated 4.5% (2Q23: 5.1%), supported by
continued capacity expansion by businesses

Public Investment 11.3 7.5 Public investment registered a robust growth of 11.3%
from 7.5% in the preceding quarters driven by higher
capital expenditure by Government and public
corporations

Exports of Goods & -6.3 -12.0 Exports registered a small contraction of 6.3% as
Services against to a decline of 12.0% in the preceding quarter
influenced by the performance exports of goods and

services
Imports of Goods & -2.9 -11.1 Imports shrank 2.9% from a decline of 11.1% in the
Services previous quarter due to the performance of imports of
goods

Supply side growth dragged by moderate growth in services and larger fall in
manufacturing sector

On the supply side, softer services and construction growth together with sluggish
manufacturing output were key factors weighing on overall GDP growth in 4Q23, offsetting
the improvement in agriculture and mining & quarrying.

Services sector growth moderated to 4.2% YoY (3Q23: 4.7%), in line with the moderation in
private consumption spending. The favourable performance was contributed by the
Wholesale & retail trade (4.4%) and Transportation & storage (12.2%) sub-sectors. However,
the Finance & insurance sub-sector recorded a contraction of 4.7% (3Q023: -0.6%) in this
quarter.

The manufacturing sector (4Q23: -0.3%, 3Q23: -0.1%) recorded two consecutive quarters of
declines owing to weak external demand. The decrease was mainly influenced by export-
oriented industries such as Electrical, electronic & optical products (-6.0%); and Petroleum,
chemical, rubber & plastic products (-0.6%). Meanwhile, domestic-oriented industries
continued to grow.

The Mining & quarrying sector showed a significant increase of 3.8% after recording a
contraction of 0.1% in 3Q23. The increase was backed by all sub-sectors, primarily the
Natural gas and Crude & condensate sub-sectors which expanded 4.6% and 3.3%,
respectively.

The Agriculture sector experienced growth of 1.9% in 4Q23, led by higher production in the
Oil palm sub-sector. In addition, other agriculture, livestocks, fishing and rubber sub-sectors
also showed anincrease in this quarter. The Forestry sub-sector continued to decline in 4Q23
after recording contractions in the last three quarters of 2023.
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The Construction sector grew at a slower pace of 3.6% (3Q23: 7.2%). The moderation was
influenced by the Specialised construction activities sub-sector which increased marginally
0.5% (3Q23:10.4%). Nevertheless, Civil engineering sub-sector grew further by 16.8% (3Q23:
14.6%) in 4Q23.

Chart 4: Sector Growth Trend (YoY, %)
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Table 5: GDP Growth by Sectors (YoY, %)

GDP (%YoY) 3.0 3.3 GDP growth moderated to +3.0% YoY in 4Q23 (3Q23: +3.3%). The
Services sector remained as the main impetus for the economic growth
in this quarter, with all other sectors experienced positive growth
except for the Manufacturing sector

Manufacturing 03 0.1 Manufacturing sector slightly dropped 0.3%. The contraction of the
Manufacturing sector was due to continued weakness in E&E cluster
amid tech downcycle, offsetting resilient growth in domestic-oriented

clusters

Services 4.2 5.0 Services sector posted a growth of 4.2%. Ongoing recovery of tourism
activities weighed by contraction in finance and insurance subsector

Agriculture 1.9 0.9 Agriculture sector grew 1.9%. The growth was mainly attributed to
expansion in oil palm production amid improved labour supply

Mining & 38 01 Mining & quarrying sector rebounded at 3.8% from a marginal decline

quarrying of 0.1% in 3Q23 supported by improvement in natural gas and oil
production

Construction 36 7.2 Construction sector moderated 3.6% as further expansion in civil

engineering subsector weighed by weak non-residential activities

Significant narrowing in current account surplus in 4Q23

Malaysia’s current account balance remained in surplus but the size shrank to RM0.3bn or
0.1% of GDP in 4Q23 (3Q23: RM9.1bn or 2.0% of GDP), the lowest since Asian Financial Crisis
(AFC), dragged by higher direct investment income accrued to foreign investors and a
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smaller trade surplus which outweighed higher tourist receipts. This was due to a wider
deficit in the primary income (4Q23: -RM20.9bn, 3Q23: -RM11.0bn) and secondary income
(4Q23:-RM2.3bn, 3Q23: -RM2.2bn) accounts amid a smaller surplus in goods account (4Q23:
+RM30.8bn, 3Q23: +RM32.7bn) and continued deficit in services account (4Q23: -RM7.4bn,
3Q23: -RM10.3bn). With the historically small surplus in 4Q23, Malaysia’s current account
registered the smallest yearly surplus of +RM22.8bn, with the ratio to GDP also fell to a new
low of +1.3%.

Chart 5: Current Account (RM’bn)
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Source: Bank Negara Malaysia, Department of Statistics, BIMB Securities

Table 6: Current Account Figures (RM’bn)

3Q22 4Q22 ‘ 1Q23 2023 ‘ 3023 4Q23
Goods Account 47.3 57.7 39.9 29.5 32.7 30.8
Services Account -11.2 -12.1 -12.8 -11.3 -10.3 -7.4
Primary Income Account -14.3 -11.6 -16.9 -6.3 -11.0 -20.9
Secondary Income Account -2.8 -6.5 -5.9 -2.8 -2.2 -2.3
Current Account Balance 19.0 27.5 4.3 9.1 9.1 0.3

Source: Bank Negara Malaysia, Department of Statistics, BIMB Securities

The financial account (FA) succumbed to net outflows once again (4Q23: -RM19.9bn) — the
sixth in the past seven quarters — after a temporary uplift in 3Q23 (+RM14.9bn), due to
higher repayment for interbank borrowing by onshore banks and portfolio outflows which
outweighed higher FDI inflows. For the full year of 2023, the financial account posted a net
outflow of MYR18.9bn.

FDI posted higher net inflow

Foreign Direct Investment (FDI) net inflows surged from RM7.2bn to RM17.1bn in 4Q23,
driven by higher inflows in equity and debt instruments. Services remained the dominant
sector of FDI, mainly in health and information & communication sub-sectors, followed by
manufacturing. The major FDI sources were Singapore, Hong Kong and Japan. On the other
hand, direct investment abroad (DIA) registered a lower net outflow of RM12.4bn (3Q23: -
RM13.4bn), which was mainly weighed by outflows in equity & investment fund shares.
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For the full year of 2023, FDI inflows narrowed to RM39.5bn (2022: +RM74.6bn) while DIA
outflows tapered off to RM34.9bn (2022: -RM58.6bn).

Chart 7: Foreign Direct Investment
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Economic growth momentum to improve in 2024

After a bumpy 2023, we expect Malaysia’s economy to hold up well in 2024, expanding at
a faster pace at 4.7%, aligning with the official projection range of 4.0% and 5.0%. Growth
in 2024 will remain supported by still-robust domestic demand, although at a slightly
moderated pace amid the restrictive fiscal policy including the 2.0% Service Tax rate hike
from 6.0% to 8.0% and subsidy rationalisation. Slower growth outturn in 2023 will also
provide a favorable base effect for this year’s economic outlook. With the global
semiconductor downcycle seemingly coming to an end, the net exports, which have been
the main drag to growth in 2023, are bound to improve and even become a positive
contributor in the coming quarters. Household spending will be supported by continued
growth in employment and wages. Tourist arrivals and spending are expected to improve
further. Moreover, investment activity would be supported by continued progress of multi-
year projects in both the private and public sectors, and the implementation of catalytic
initiatives under national master plans. Budget 2024 measures will also provide additional
support to economic activity.

Nevertheless, there are downside risks to our projections, and they mainly stem from
external developments. Global growth could slow more sharply than expected, and the
intensifying geopolitical tensions and the resulting fragmentation could amplify the
slowdown.
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DEFINITION OF RATINGS
BIMB Securities uses the following rating system:

STOCK RECOMMENDATION

BUY Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months.

TRADING BUY  Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain.

HOLD Share price may fall within the range of +/- 10% over the next 12 months

TAKE PROFIT Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels.

TRADING SELL  Share price may fall by more than 15% in the next 3 months.

SELL Share price may fall by more than 10% over the next 12 months.

NOT RATED Stock is not within regular research coverage.

SECTOR RECOMMENDATION

OVERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index

over the next 12 months

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market
index over the next 12 months

UNDERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market
index over the next 12 months

Applicability of ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are
only applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not
carry investment ratings as we do not actively follow developments in these companies.

Disclaimer

This report has been prepared for information and educational purposes only and are not recommendation or endorsement to sell or
solicitation to buy any securities, subscription of financial products or otherwise to be taken as investment advice of any form or kind and
neither should be relied upon as such. The information herein was obtained or derived from publicly available information, internally
developed data and other sources believed to be reliable. Whilst all reasonable care has been taken to ensure that all information and data
are accurate and the opinions are fair and reasonable, we do not represent or warrant their accuracy, timeliness, completeness and
currentness or applicability of such information for any particular purpose. The investments advice or idea discussed or recommended in this
report may not be suitable for all investors. Any recommendation presented in this report is general in nature and does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may read this report. The investors
are advised to conduct own research and seek independent professional advice prior to taking any investment or investment related
decisions. The directors and employees of BIMB Securities Sdn Bhd and BIMB Group of Company may from time to time have a position in
either the securities mentioned or may provide services to any company and affiliates of such companies whose securities are mentioned
herein. BIMB Securities Sdn Bhd and BIMB Group of Company accept no liability for any direct, indirect or consequential losses, claims and
damages arising from any use of this report. BIMB Securities does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report. Unless stated otherwise, BIMB Securities is not a market maker in the securities
or other capital market products of the subject company(ies) covered in this report. BIMB Securities did not receive compensation for
corporate finance services from the subject company(ies) in the past 12 months. BIMB Securities did not receive compensation or benefit
(including gift and special cost arrangement e.g., company/issuer-sponsored and paid trip) in relation to the production of this report. The
analyst(s) who prepared this research report is/are prohibited from receiving any compensation, incentive or bonus based on specific
transactions or for providing a specific recommendation for, or view of, a particular company.
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