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External Trade

RM Million % change y-o0-y
14,000 R S 50.0
10.1% and 3.7%, respectively; enlarging the trade balance.
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Exports to Major Partners
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Import Sources

% share

24.0

_‘\

“4

l\

22.0

20.0 -

18.0

16.0

——EU

—=—Singapore China  ==-Japan

——USA

¥
*ox

~
\

Source: DOSM



Imports Category

% change y-0-y
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FDI Flow

% of GDP
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Industrial Production Index

(IPI)

% change y-0-y
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May 2017
==\|1 :9.8%
===\2 : 4.9%

A M3:4.7%

Monetary Indicators
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International Reserves

USD billion Months/Times
1100 - As at 30 June 2017 140
mmm International Reserves: USD98.9 Billion
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Ringgit against basket of currencies of
major trading partners*

19 July 2017: 83.7
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Exchange rates against the USD -
selected currencies

Index m— RM SGD —THB100 CNY —JPY100
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g P * 1
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Inflation Rate

% change y-0-y

Ppt. contribution
26.0 - 22.0
June 2017
22.0 ' mmmNon Core Inflation : 2.6% (RHS) 18.0
18.0 | ™= Core Inflation : 0.9% (RHS) I
—+—Headline Inflation : 3.6% :
140 7 ——Non-Food : 3.2% o
100 | =~ =Food and non-alcoholic beverages : 4.3%
Transport : 10.5% 6.0
6.0
2.0
2.0
| L (2.0
(2.0) - E
(6.0) - (6.0)
(10.0) - (10.0)
(14.0) - (14.0)
O 1 e+ e+ v+ = = =4 = =1 =1 =1 =1 AN N N N N N N N AN N N N O 0O 0 0 ™M
SR S 7 Sl aein s Sl I LS sl Srieirl e Sl Cselitlan | Seitlh e Sl gt il | ettt S Sl !
O c o0 k8= >c500ap>20QCcog s >xc Dol 2O CcogE >
ESP=<23°"280288f=<23~"2802888=<2

Source: DOSM

|:<
I B



May 2017
mm Total labour force : 14,961.9

Unemployment rate : 3.4%

Unemployment Rate

‘000 persons
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BCI, CSl and Real GDP Growth

BCl and CSI: points GDP (% y-0-y)
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Business Conditions Survey

...business sentiments moves-up slightly...

i e Business  Conditions
Index (BCIl) gains 1.4

points to reqgister 114.]
poINts

e Rise In manufacturing
sales and production

e Higher domestic
orders

e Unexciting demand
from overseas market

e Production and export

BOT0 = gt s e e e o el DR orders to decline in

the coming months

115.0 ~

110.0 ~

105.0 -

100.0 -

95.0 -

90.0 -

85.0 -

1Q15
2Q15
3Q15
4Q15
1Q16
2Q16
3Q16
4Q16
1Q17
2Q17

ME:




Overall Sales

...rise in manufacturing sales...

Manufacturing  sales  sub-index
increased by 4.5 points g-o-g to
read 67.0 points

43 per cent reported “good” sales,
while 48 per cent remained neutral
in the sales performance

Sales growth was recorded in the

food, beverages & tobacco,
rubber, non-metallic and metal
products

Producer, producing wood & wood
products and heavy machinery
and transport reported unchanged
sales performance

While texfile & clothing, paper &
paper products, chemicals, plastics
products and electrical &
electronics products reported doing
relatively worse off
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« The sub-index stood at é64.4

Local Orders

...expanding...

points g-o-g higher by 21.7
points. Year-on-year the
index was higher by 15.9
points

44 per cent reported
increase in  order (19%;
1Q17)

Food, beverages &
tobacco, chemicals,
rubber, non-metallic and
electrical &  electronics
products did relatively
better g-o-g in terms of new
local orders
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External Orders

...unexciting demand from overseas market...

The sub-index drop by 3.5
points to settle at 52.5
points g-o-g, and also lower
by 3.9 points y-o-y

Three sectors reported
increases in their export
orders

The sectors are rubber,
electrical & electronics and
heavy machinery &
transport

Other sectors saw their
overseas market orders for
this quarter frending lower

New Export Orders
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Production

...expanding...

« The sub-index of the BC]

gained 18.5 points to settle at
66.5 points. It was also higher
by 15.3 points compared to a

year ago
52 per cent of the ftotadl
manufacturer surveyed

stepped up production
compared to 25 per cent in
the previous quarter

Seven out of eleven sectors,
namely food, beverage &
tobacco, chemical, rubber,
non-metallic, metal, electrical
& electronic and heavy
machinery & transport
products recorded increases
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Capital Investment

...Increasing...

Capital Investment

« Capital investment sub-index
Index

of the BCI grew by 5.5 points to points

S cuUiEnt Eeeingl @ eaLs o 1R
points

43 per cent reported
increased in expenditure on
plant and equipment
compared to 32 per cent in
the previous quarter

The expansion in investment
was especially strong for
heavy machinery & transport,
electrical & electronics
products, metal products,
rubber, chemicals as well as
wood & wood products
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Capacity Utilization

...trended lower...

The capacity utilization index
of the BCI trended lower at
42.0 points in 2Q17 from 46.8
points in 1Q17

The rate of capacity utilization
eased to 82.8 per cent from
86.6 per cent in the first quarter
48 per cent produce close to
full capacity, 24 per cent of
the manufacturers were
operating within  61-80 per
cent capacity

Capacity utilization was the
highest for heavy machinery &
transport products, non-
metallic, metal, and wood &
wood products
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Business Expectations
...for 3Q2017...

®Business conditions to deteriorate in the next
quarter

®Local sales are expected to deteriorate in the next
three months

& Prices are likely to decline in the next quarter

€ Loss in exports orders in the coming months

&®Production to decline in the coming months

&®Labour conditions are expected to be unexciting

® Wage pressure are expected to decrease
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Consumer Sentiments Index

...sentiments improve but no confidence yet...

points
105 +

L R R e e e = =
O5F-
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« CSlup 4.1 points g-o-g and 2.2 points y-o-y to 80.7
« Consumers remain cautious and hopeful
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Components of
Consumer Sentiments Index

points
90.0

85.0

m2Ql16

miQl/

m2Q17

80.0
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Current Finances Expected Finances

Index

Index

4

Expected
Employment
Index

Household current
and expected
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but improving

More hirngs
expected N
coming months
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Spending Plans

...Shift to low gear...

Cooker m2017

PC m1Q17

Fridge w2016
W/M
TV
Furniture
Car
House

6 .;_ ;1 é é 1‘0 1‘2 1‘4 1‘6

% respondents

Housing plans most potentially among consumers in the
high income group, rural areas and east

Furniture, washing machines, TVs, refrigerators and
cookers less popular

Fewer consumers to shop for cars soon
Demand for PCs stable
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Inflationary Expectations
...trending up...

% indicating price increase T
90

85

80

75

70

65

60

« 81% of respondents foresee higher prices soon,
up from 78% in 1Q17

« Fears strongest among households in the high-

iIncome group, rural areas and east
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Consumer Expectations

4
4
4

...for 3Q2017...

FInancial expectations cautiously up
HiriNngs to remain slow but picking up

Price pressures expected to increase

®Shopping plans on snooze mode
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CRUDE OIL PRICES

€ OPEC agreed to cut production to 32.5
million bpd at the beginning 2017

®Prices rose by 20% between August 2016
and February 2017

& Jan - May 2017: world oilrigs increased by
2.1%; American oilrigs increased by 32.9%

& June 2017: OPEC production 32.6 million
bpd due to Nigeria & Libya's production

& Prices eased up as production rose
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COMMODITY PRICES

& World Bank's commodity price indexes for
energy, agriculture and metals are rising
after bottoming out in 2016

& Oils and metals prices are expected to
rise by 3.0%

€E Nino effect is ceased; pam oil
production rising since early 2017

€ CPO prices trending down; Jan: RM3.2
thousand per ton; June: RM2./ thousand
per ton
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Global Economy

GDP growth %
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Selected ASEAN-5 Economy

Output growth
Countries |2015|1Q16|2Q16(3Q16/4Q16| 2016 | 1Q17 | 2017' | 2018
Indonesia 49 | 49 | 52 | 50 | 49 | 5.0 | 50 | 5.1 5.3
Malaysia 50 | 41 | 40 | 43 | 45| 42 | 56 | 45 | 47
Philippines | 8.9 | 69 | 7.1 | 7.1 | 6.6 | 68 | 64 | 68 | 6.9
Thailand B 3.1 [ 3.6 | 3.2 | 3.0 EE 3.3 [
Vietnam 6.6 | 5.5 | 58 | 6.6 | 67 | 62 | 5.1 6.5 | 6.3
Singapore 1.9 (19191229 | 20 2.5 2.2 2.6

Note: fforecast

Source: MOF, IMF WEO Update (April 2017)
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Malaysia : Real GDP Growth

% change y-0-y
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Source: DOSM, MIER
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Malaysia : Inflation and

%
6.0

Employment

=+=|nflation ==Unemployment Rate
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Malaysia: Summary of Economic
Performance, 1Q2017

v'Real GDP for 1Q2017 grew by 5.6%

v Growth is supported by domestic demand
which grew by 7.7%

v'Net exports continued to register negative
growth as real exports expanded at a
slower rate than imports

v Private investment in 1Q2017 remained
strong grew by 12.9%

v'Private consumption grew steadily at 6.6%
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Malaysia: Summary of Economic

Performance, 1Q2017 (cont)

vNCAB of BOP recorded a positive
balance of RM5.3 bil., which is 1.7% of GNI

vUnemployment rate stabilizing: Jan: 3.5%;
Mar: 3.4%; April: 3.4%

vThe Headline inflation rates higher:
1Q2017: 4.3% (mean); April: 4.4%; May:
3.9%
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Malaysia: Economic Outlook and
ey Issues, 2017 — 2018

v External demand is expected to improve as
prices of major commodity improved

v'US, China, Japan and euro area grow faster
than expected

vCommodity  exporting economies are
expected to grow faster as commodity prices
Improved

vIMF forecasts world frade volume for this year
to grow at 3.8% and improve to 3.9% next year
(2015: 2.7%; 2016: 2.2%)

vWorld growth: 2016: 3.1%; 2017:. 3.5%; 2018




Malaysia: Economic Outlook and
Key Issues, 2017 — 2018 (cont)

v Domestic demand will continue to be the engine of
the growth in 2017

v Expansionary fiscal policy to boost spending in 2017
& accommodative monetary policy contfinues

v'High inflation expectation due the high consumer
spending and surge in cost-inflation factors

v GFCF is expected to improve by 3.7% y-0-y as both
Private and public investment surge

vGovernment spending on capacity building s
expected to continue
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Malaysia:
Key Economic Forecast

DOS BNM MOF MIER
% growth, year-on-year : S - . -
2015 | 2016P | 2017' | 2016 2017 2017 2018
Real GDP 5.0 4.2 4.3-481|4.0-45|4.0-50| 4.8 4.7-5.3
By Expenditure Components:
Private Consumption 6.0 6.0 6.0 6.1 6.3 6.0 6.0
Public Consumption 4.4 0.9 (0.2) 0.2 04 1.0 1.0
Gross Investment 3.6 2.7 3.3 4.1 4.2 3.7 4.5
Private Investment 6.3 4.3 4.1 5.3 5.8 4.7 6.1
Public Investment (1.1) (0.5) 1.5 1.7 1.1 1.6 1.3
Domestic Demand 5.1 4.3 4.4 4.7 4.9 4.6 4.9
Exports of Goods & Services 0.3 1.1 22 0.7 2.5 1.8 2.5
Imports of Goods & Services 0.8 1.1 1.8 1.4 2.6 1.5 2.0
By Economic Activity:
Agriculture Sector 1.3 (5.1) 4.0 (3.3) 1.5 2.0 2.5
Mining Sector 5.3 2.2 2.7 1.1 1.3 1.5 1.8
Manufacturing Sector 4.9 4.4 4.3 4.0 4.1 4.2 4.4
Construction Sector 8.2 7.4 7.9 8.7 8.3 8.5 8.9
Services Sector 5.1 5.6 4.9 5.6 5.7 5.4 5.5

Note: P preliminary, fforecast, ¢ estimate
Source: DOSM, BNM, MOF (*ER 2016/2017), MIER
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Balance of Pa

(RM billion)

yments

2016

2017

*

Net 2015 o1 02 03 04 2016 01 2017

Current Account 35.2 6.2 3.1 7.3 12.5 29.0 5.3 14.8

(% of GNI) 3.1 2.2 1L 2.4 3.9 2.4 1.7 1.1
Goods & Services 88.6 17.6 16.3 22.6 25.8 82.3 19.0 77.0

Goods 109.2 23.3 20.1 26.8 31.2 101.4 25.3 100.1

Services (20.6) (5.7) (3.8) (4.2) (5.4) (19.1) (6.2) (23.1)
Primary Income (32.1) (6.4) (8.3) (10.7) (9.2) (34.6) (9.9) (37.4)
Secondary Income (21.3) (4.9) (5.0) (4.6) (4.1) (18.6) (3.9) (24.8)
Capital Account (1.1) 0.0 0.1 (0.0) (0.0) 0.1 0.0 -
Financial Account (55.4) 7.8 11.1 (5.8) (14.2) (1.1) (8.8) -
Direct Investment (1.8) 3.8 6.6 2.7 1.0 14.1 8.3 -

Abroad (41.2) (11.7) (4.0) (5.3) (12.0) (33.1) (8.7) -

In Malaysia 39.4 15.6 10.6 8.0 13.0 47.2 17.0 -
Portfolio Investment (26.1) 14.1 0.1 (10.6) (19.1) (15.4) (31.9) -
Financial Derivatives (0.7) 0.5 0.0 (0.1) (1.2) (0.8) 0.6 -
Other Investment (26.8) (10.7) 4.5 2.1 5.0 1.0 14.2 -
Net Error & Omissions 25.1 (41.6) (5.5) 13.2 20.7 (13.2) 1.7 -
Overall Balance 3.8 (27.6) 8.8 14.6 19.0 14.8 (1.8) -
International Reserves (USD) 95.3 97.0 97.2 97.7 94.6 94.6 95.4 -
Retained import (months) 8.5 8.0 8.1 8.4 8.8 8.8 8.3 -
Res./S-term external debt 11 11 12 12 13 13 11 .

(times)

Source: DOSM, BNM, MOF (*ER 2016/2017)
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Federal Government Financial
Position (RM billion)

2016 2017 .

2015 o1 02 03 Y 2016 01 2017

Revenue 219.1| 488 | 47.5 | 56.3 | 59.8 [212.4| 46.6 |[219.7
Operating expenditure 217.0| 57.4 | 52.1 | 50.7 | 50.0 [{210.2| 57.6 [214.8

Current balance 21 [ (86)]|(46)| 56 | 9.8 | 22 [(10.9)| 4.9
Gross developmentexp. | 408 | 95 [ 106 | 75 | 144 | 420 | 9.4 | 46.0
Loan recoveries 1.5 0.3 0.2 0.1 0.7 1.3 0.1 0.7

Net development exp. 39.3 | 92 | 104 | 7.4 | 13.7 | 40.6 | 9.3 | 45.3

Overall surplus/deficit (37.2) | (17.7)[(15.0)| (1.8) | (3.8) |(38.4)|(20.2)|(40.3)

% to GDP (3.2) | (6.1) | (5.0) | (0.6) | (1.2) | (3.1) | (6.2) | (3.0)

Memo item:

Total Fed. Govt. debt.  \SESBN 6.9 | 655.7 | 643.6 | 648.5 [[G4BISN 664.5 (WS

(end of period)

% to GDP 545 | 51.0 | 53.3 | 52.3 | 52.7 | 52.7 | 50.2 -
Domestic debt 433.1|416.7 {424.9|411.4 |435.6|435.6|486.9| -
% to GDP 374 | 339 | 345 | 334 | 354 | 354 | 36.8 -
External Debt 197.4(210.2|230.8(232.2|212.9(212.9(177.6| -
% to GDP 17.1 | 171|188 | 189 | 17.3 | 17.3 | 134 -

Source: DOSM, BNM, MOF (*ER 2016/2017)
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Risks to the Forecast

sUnexpectedly aggressive monetary policy
normalization by the US

sInsufficient investment among larger emerging
and low Income economies impedes growth
potentials

“*Larger than expected fiscal stimulus in major
economies

“*Contagious effect of Brexit
“*The return of protectionism

Slower than expected slowdown in China and
emerging economies weaken global-demand
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Risks to the Forecast (cont)

*Unresponsive/less sensitive fiscal and monetary
expansionary measures in major developed
economies

*Upward stickiness of oll prices slows down the
recovery of oil-exporting countries

sSlower than expected recovery In the
advanced economies

*Prolonged geopolitical conflicts
*Prolong ringgit depreciation
“*Rising both public and private delbfts

*Unresponsive/less responsive fiscal and
monetary expansionary policy
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