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Malaysia: An Upbeat Outlook on Malaysia's Industrial Production

¢ We maintain our optimistic view of the manufacturing sector, Economist:
underpinned by (1) arosier global and domestic economic landscape, (2) a Chin Yee Sian
global technology upcycle and (3) an improvement in investment +603 9280 8862
appetite. chin.yee.sian@rhbgroup.com

¢ Our positive view is bolstered by restored confidence among Malaysia’s
manufacturers and improvement in investment appetite. The S&P Global
Malaysia Manufacturing PMI rose to 50.2 points in May, marking the first
rise in factory activities since August 2022.

¢ April's IPl increased by 6.1% YoY (March: 2.4% YoY) versus our in-house
estimate of 3.8% YoY and Bloomberg consensus estimate of 6.5% YoY.

Figure 1: Malaysia saw some slowdown in April’s Figure 2: ... but export oriented industries have seen an
manufacturing momentum... uptick atend 1Q24
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Industrial Production to be Lifted by Improved Economic Landscape

We maintain our optimistic view of the manufacturing sector, underpinned by (1) a rosier global and domestic economic
landscape, (2) a global technology upcycle and (3) an improvement in investment appetite. The manufacturing sector
output has posted positive growth on a year-on-year (YoY) basis but a negative print in Month-on-Month (MoM). The
ongoing developments, i.e., the positive economic dynamics of China and strengthened global semiconductor sales,
reinforced our positive view of Malaysia’s manufacturing sector and trade outlook.

Our positive view is bolstered by restored confidence among Malaysia’s manufacturers and improvement in investment
appetite. The S&P Global Malaysia Manufacturing PMI rose to 50.2 points in May from 49.0 points in April, marking the first
rise in factory activities since August 2022. The output has rebounded following the decline in the prior 22 months,
underpinned by renewed growth in new orders and export orders. The export orders rose the most over three years, lifted
by strong demand from the US, Europe, the Middle East, and other parts of the Asia Pacific region. Malaysia’s manufacturing
sales rose by 5.7% YoY in April (March: 1.4% YoY), trending higher with overall industrial production activities.

As an export-oriented economy, Malaysia will benefit from China's ongoing economic recovery and rosier global
economic landscape. The latest economic data in China, i.e. rebound in industrial profits and acceleration in fixed assets
investments, has reinforced our above-consensus GDP growth expectation for the economy (RHB: 5.0% YoY, Bloomberg:
4.9% YoY). Further out, we stay bullish on ASEAN’s external environment in 3Q24, on assumptions for US and China growth
to accelerate further in the same period. As such, Malaysia’s growth will likely stay underpinned by externally-facing
industries, specifically its manufacturing and trade sectors.

The current acceleration in the global technology cycle is expected to drive Malaysia's manufacturing sector activities
and exports. The electrical and electronic (E&E) export momentum shows signs of sustained improvement in the first four
months of the year. We expect the E&E exports to remain well supported by the strength in global E&E demand. The global
semiconductor sales increased to 15.8% YoY in April and expanded by 1.1% MoM compared to the previous month. World
Semiconductor Trade Statistics (WSTS) organisation has revised its Spring 2024 forecast upwards, projecting a 16.0% YoY
growth in the global semiconductor market versus its former estimate of 13.1% YoY. By regions, the Americas and Asia
Pacific regions are envisaged to see significant growth, with a strong positive growth of 25.1% YoY and 17.5% YoY,
respectively.

Beyond the positive spill-over effects from the global economy, we opine that (1) higher commodity prices, (2) improving
domestic confidence, and (3) healthy labour conditions may support Malaysia’s growth dynamics. First, commodity-based
sectors such as petroleum and petroleum-based products and non-metal mineral and metal products are expected to gain
from higher commodity prices and likely spur manufacturing activities. Second, robust domestic consumption and
investment activities in 2024 are also anticipated to support the manufacturing sector - robust imports of capital goods and
rising business confidence suggest that manufacturers' and businesses' optimism are up. Further upsides on investment
activities would emanate from business-friendly policies and the implementation of catalytic initiatives under the national
master plans. Third, consumer spending is expected to remain robust amid healthy labour market conditions.

The IPI momentum (3MMA SA) remains positive for April, supported by continued strength in export-oriented industries.
Looking at the month-on-month (MoM) seasonally adjusted basis, industrial output declined marginally by -0.27% in April
(March: -0.2% MoM SA), dragged by lower manufacturing and electricity sub-category output. The manufacturing and
electricity output decreased by -0.7% and -1.3% MoM SA, respectively, while the mining output expanded by 2.1% MoM SA.

April’s IPl increased by 6.1% YoY (March: 2.4% YoY) versus our in-house estimate of 3.8% YoY and Bloomberg consensus
estimate of 6.5% YoY. The manufacturing sector output expanded by 4.9% YoY (March: 1.3% YoY), lifted by higher
production of coke & refined petroleum products. Meanwhile, the growth of mining posted a vigorous growth of 10.0% YoY
(March: 4.9% YoY), led by a double-digit increase in natural gas production (14.9 %YoY). Lastly, the electricity sector output
softened to 7.6% YoY (March: 8.5% YoY).
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Figure 3: Sectors such as E&E and petroleum-based Figure 4: ... while some bottoming of momentum in key
products continued to see positive momentum... domestic-oriented industries is observed
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Figure 5: The E&E exports would be buoyed by an Figure 6: Imports slowed, but the recent uptick in
uptrend in the global technology cycle capital imports is positive for MY’s MFG space
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Disclaimer Economics and Market Strategy

This report is prepared for information purposes only by the Economics and Market Strategy division within RHB Bank Berhad and/or its subsidiaries,
related companies and affiliates, as applicable (‘RHB”).

Allresearchis based on material compiled from data considered to be reliable at the time of writing, but RHB does not make any representation or warranty,
express or implied, as to its accuracy, completeness or correctness.

Neither this report, nor any opinion expressed herein, should be construed as an offer to sell or a solicitation of an offer to acquire any securities or financial
instruments mentioned herein. RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability whatsoever for
any direct or consequential loss arising from the use of this report or its contents. This report may not be reproduced, distributed or published by any
recipient for any purpose without prior consent of RHB and RHB (including its officers, directors, associates, connected parties, and/or employees) accepts
no liability whatsoever for the actions of third parties in this respect.

Recipients are reminded that the financial circumstances surrounding any company or any market covered in the reports may change since the time of their
publication. The contents of this report are also subject to change without any notification.

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment
decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced
herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific investment
objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any
recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances.
Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation
and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

RHB (including its respective directors, associates, connected parties and/or employees) may own or have positions in securities or financial instruments
of the company(ies) covered in this research report or any securities or financial instruments related thereto, and may from time to time add to, or dispose
off, or may be materially interested in any such securities or financial instruments. Further, RHB does and seeks to do business with the company(ies)
covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities or financial
instruments of such company(ies), may sell them or buy them from customers on a principal basis and may also perform or seek to perform significant
banking, advisory or underwriting services for or relating to such company(ies), as well as solicit such banking, advisory or other services from any entity
mentioned in this research report.

RHB (including its respective directors, associates, connected parties and/or employees) do not accept any liability, be it directly, indirectly or consequential
losses, loss of profits or damages that may arise from any reliance based on this report or further communication given in relation to this report, including
where such losses, loss of profits or damages are alleged to have arisen due to the contents of such report or communication being perceived as defamatory
in nature.

RHB &

KUALA LUMPUR JAKARTA
RHB Investment Bank Bhd PT RHB Sekuritas Indonesia
Level 3A, Tower One, RHB Centre Revenue Tower, 11th Floor, District 8 - SCBD
Jalan Tun Razak JI. Jendral Sudirman Kav 52-53
Kuala Lumpur 50400 Jakarta 12190
Malaysia Indonesia
Tel : +603 9280 8888 Tel: +6221 509 39 888
Fax:+603 92002216 Fax:+6221509 39 777
SINGAPORE BANGKOK
RHB Bank Berhad (Singapore branch) RHB Securities (Thailand) PCL
90 Cecil Street 10th Floor, Sathorn Square Office Tower
#04-00 RHB Bank Building 98, North Sathorn Road, Silom
Singapore 069531 Bangrak, Bangkok 10500
Thailand

Tel: +66 2088 9999
Fax:+66 2088 9799

See important disclosures at the end of this report R"B’
Market Dateline / PP 19489/05/2019 (035080) 4



