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Consumer Spending Remained Strong

e Growth in distributive trade sales grew 5.5% YoY in February
o All sub-sectors recorded positive growth
o Global retail sales rebound in February

e Resilient consumer demand amid a healthy labor market and softening
inflation pressure to support growth momentum in retail spending

Monthly Update

Malaysia’s Wholesale & Retail Trade recorded sales value of RM141.1bn in
February 2024, grew 5.5% YoY. The positive growth was contributed by all sub-
sectors.

Sales of retail trade registered a growth rose 5.8% YoY or RM3.4bn to register
RM61.5bn. Growth was supported by Retail Sales in Non-specialised Stores which
grew 6.7% (Jan: 2.2%) or RM1.5bn to RM23.6bn. Other groups in this sub-sector also
recorded positive growth namely Retail Sale of Other Goods in Specialised Stores
(Feb:9.5%; Jan: 4.9%), Retail Sale of Food, Beverages & Tobacco in Specialised Stores
(Feb: 8.0%; Jan: 6.2%) and Retail Sales of Cultural & Recreation Goods (Feb: 5.4%.
Jan: 1.1%). Wholesale trade sub-sector also expanded by registering 5.2% YoY or
RM3.1bn and generated sales value of RM62.2bn. The increase was supported by
Other Specialised Wholesale which rose RM1.6bn or 7.4% to RM23.7bn. This was
followed by Wholesale of Agricultural Raw Materials & Live Animals (Feb: 5.6%; Jan:
4.2%), and Non-specialised Wholesale Trade (Feb: 5.4%; Jan: 4.3%). Sales value of
motor vehicles expanded with a growth of 5.4% or RM0.9bn to settle at RM17.4bn.
The increase was fuelled by Sales of Motor Vehicle Parts & Accessories which surged
13.7% (Jan: 11.9%) or RMO0.6bn to record RM4.9bn. This was followed by
Maintenance & Repair of Motor Vehicles (Feb: 14.1%; Jan: 12.4%) and Sales of
Motor Vehicles (Feb: 0.2%; Jan: 20.9%). Total Industry Volume (TIV) for February
2024 decreased by 4% MoM to 62,833 units whilst on YoY basis, TIV edged down by
1.1%.
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On a monthly basis, sales value of wholesale & retail trade recorded negative growth
for two consecutive months with -0.9%, contributed by Wholesale Trade which
slipped -2.3%, followed by Motor Vehicles sub-sector which contracted -1.4%. In
contrast, Retail Trade sub-sector registered a positive growth of 0.7% for the month.

Chart 1: Distributive Trade (Sales Value, YoY, %)
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Table 1: Distributive Trade Summary (RM’bn)

Sep’23 Oct Nov Dec Jan’24 Feb
Distributive Trade 142.7 142.3 142.6 143.9 142.4 141.1
% YoY 6.5 6.5 6.2 4.8 5.4 5.5
% MoM 0.1 -0.3 0.2 1.0 -1.1 -0.9
Retail Trade 61.1 60.6 61.3 62.4 61.1 61.5
% YoY 5.9 3.9 4.4 5.0 2.6 5.8
% MoM 0.9 -0.8 1.2 1.8 -2.1 0.7
Wholesale Trade 64.2 63.3 63.2 62.9 63.7 62.2
% YoY 6.9 5.7 6.2 4.4 5.5 5.2
% MoM 0.5 -1.4 -0.2 -0.4 1.2 -2.3
Motor Vehicles 17.5 18.4 18.1 18.6 17.6 17.4
% YoY 7.0 19.1 12.7 5.9 16.0 5.4
% MoM -3.6 5.2 -1.6 2.7 -5.1 -1.4

Source: Department of Statistics, BIMB Securities

Global retail sales rebound in February

Consumer spending was mixed in February. The monthly report on how consumers are spending
or pulling back is viewed as a harbinger for the state of the advance economy. The February
spending shows the consumer is still robust but not as strong as expected. Retail spending in the
US was back in positive territory in February, after a sizeable decline to start the year. Higher
borrowing costs and elevated prices are challenging households but spending is still being fuelled
by a robust job market and rising wages. On the other hand, the Asia region retail sector has
embarked on a recovery journey following the disruption of the global pandemic. While external
headwinds persist worldwide, the resurgence in international tourism and the resilience
exhibited at the domestic level bode well for growth in consumer spending.

Retail sales in the US were up 0.6% MoM in February, following an upwardly revised 1.1% fall in
January. The relatively modest increase, combined with a larger decline in January, suggests a
potential slowdown in consumer spending. Excluding autos, sales were up 0.3%. US retail sales
increased 1.5% YoY, following a flat reading in January. Eurozone retail sales decreased in
February due to lower demand for both food and non-food items. Retail sales fell -0.5% MoM in
February after staying flat for the month of January, which was revised down from a 0.1% gain.
On an annual basis, retail sales fell by 0.7%, extending the streak of contraction to the 17th
consecutive month. Meanwhile, Retail sales in the UK remained unchanged in February,
following an upwardly revised 3.6% increase in January. Heavy rain contributed to falls in sales
at food and household goods stores but boosted online shopping. Year-on-year, retail trade was
down by 0.4% in February, partially reversing a 0.5% advance in January .

Meanwhile, retail sales across Asian economies remained strong, supported by spending
on Lunar New Year. Retail sales in Japan rose 4.6% YoY in February, accelerating from a
downwardly revised 2.1% gain in January. It was also the 24th consecutive month of
expansion in retail sales as consumption in Japan continued a healthy streak. On a monthly
basis, retail sales increased by 1.5% in February, accelerating from a downwardly revised
0.2% gain in January. The performance of China’s economy in the first two months of 2024
showed sluggish household consumption. China's retail sales Retail sales growth slowed
and increased by 5.5% YoY in January-February 2024 combined, but the figure was down
from December, which saw an increase of 7.4%. Still, it was the 13th straight month of
growth in retail trade. The recording period included China’s major Lunar New Year holiday
— this year falling in early February — which generally drives a consumption spike in the
preceding weeks. The momentum was near flat in February at 0.03% MoM following gains
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of 0.17% MoM in January and 0.25% MoM in Decembre. This is the 7th straight month of
sequential gains. Singapore’s Feb retail sales expanded 3.0% MoM (Jan revised: -0.5%),
translating to a strong 8.4% YoY increase (Jan revised: 1.6%), owing to the Lunar New Year
seasonality, with a sharp increase seen in components that tend to see strong demand
during the festivities such as F&B, supermarkets, and clothing & footwear. Excluding motor
vehicle sales, retail sales posted a robust 9.4% YoY, reversing the small -1.8% YoY
contraction in January. We anticipate a stronger retail performance in tourist destinations
within Asian region, bolstered by an influx of either international or domestic tourists.

Table 2: Retail Sales from other Countries (YoY, %)

Aug’23 Sep Oct Nov Dec Jan’24 Feb
Malaysia 6.3 5.9 3.9 4.4 5.0 2.6 5.8
Indonesia 1.1 1.5 2.4 2.2 0.2 1.1 -
Singapore 4.2 0.8 -0.1 2.4 -0.4 1.6 8.4
Thailand -2.6 3.1 17.6 11.5 13.6 10.8 =
us 2.5 4.1 2.2 3.6 5.0 0.0 1.5
Eurozone -2.1 -2.9 -0.9 -0.5 0.8 -0.9 -0.7
UK -1.4 -1.5 -2.0 0.6 -2.1 0.5 -0.4
China 4.6 5.5 7.6 10.1 7.4 © 5.5
Japan 7.0 6.2 4.1 5.4 2.4 2.1 4.6

Source: Bloomberg, BIMB Securities

Outlook

Malaysia's distributive trade remained resilient with growth of 5.5% YoY in February
although monthly growth remained negative. Meanwhile, Malaysia’s retail sales grew by
5.8% YoY in February (Jan: 2.6%), marking its fastest pace in five months, while on monthly
basis retail sales rebounded into the positive territory (Feb: +0.7%; Jan: -2.1%), partly
attributed to increased spending during the Chinese New Year holiday. The strong
consumer spending was also supported by robust labor market conditions, with the
unemployment rate returning to pre-pandemic level of 3.3% since November 2023. The
stronger consumer spending was also reflected in the performance in online retail sales
which went up 0.4% YoY in February (Jan: -1.6%). For seasonally adjusted value, the index
edged up 0.4% as against the previous month.

Overall, Malaysia’s consumer demand remained resilient and is in tandem with the healthy
job market development and softening inflationary pressure. The value of total retail sales
remained above RM60bn for seven consecutive months, alongside the revival of inbound
tourism.

Year-to-date, the recovery in tourist arrivals from China has been promising, likely
bolstered by the 30-day visa exemption. In 2023, Malaysia received a total of 1.47mn
tourists from China and Tourism Malaysia is confident the target of attracting over five
million tourists from China can be achieved this year. Visa free entrance for China, India
and Middle East, along with the weaker ringgit, are the main drivers boosting the country’s
tourism market. The weak ringgit will make the country’s tourist products cheaper and
more attractive for budget travellers. In 2023, Malaysia recorded 20.1 million tourist
arrivals, generating RM71.3bn in tourism income. The Ministry of Tourism, Arts, and
Culture anticipates tourist arrivals in Malaysia to reach 27.3mn, with an expected income
of RM102.7bn, in 2024.
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Looking ahead, we expect retail sales growth to be driven by strong domestic demand,
supported by a stable and lower unemployment rate. This positive outlook is reinforced by
the continued increase in tourist arrivals and spending. However, risks to our forecast
include the impact of subsidy rationalisation, which could potentially dampen consumer
spending and subsequently affect sales growth.

Chart 2: Retail Trade
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Chart 3: Wholesale Trade
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Chart 4: Motor Vehicles Trade
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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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