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Moderation in Malaysia's Manufacturing Sector

e Malaysia's IPI increased by 3.1%

e Manufacturing slowdown offset by faster gains in electricity and mining
e Manufacturing sector's sales value rose moderately by 0.7%

e Manufacturing sector employment increased slightly by 0.6%.

e Despite moderation, manufacturing is still anticipated to improve in 2024

Monthly Updates

Overview

Table 1: Summary of Malaysian IPI
Growth (YoY) 2023 Dec-23 Jan-24 Feb-24

IPI 0.9 -0.1 4.3 3.1
- Manufacturing 0.7 -1.4 3.7 1.2
- Mining 0.8 3.6 5.0 8.1
- Electricity 2.5 4.6 8.3 10.9

Source: DOSM, BIMB Securities

Malaysia's Industrial Production Index (IP1) rose to 3.1% in February. Moderation
primarily resulted from slower output growth in the Manufacturing sector, which
expanded by 1.2% (Jan: 3.7 %). However, the Mining and Electricity sectors
continued to accelerate, with growth rates of 8.1% (Jan: 5.0%) and 10.9% (Jan: 8.3%),
respectively. Compared to the previous month, the IPl saw a decline of 6.3%,
marking a shift from the positive growth (Jan: 2.0%).

The Manufacturing sector's output grew by 1.2% YoY, following a growth rate of
3.7% in January. The increased in the Manufacturing output was supported by
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domestic-oriented industries, which expanded by 3.8% YoY (Jan: 8.0%). The growth
in domestic-oriented industries was mainly propelled by the Manufacture of
fabricated metal products, except machinery & equipment, which saw an 8.4%
increase. This was followed by a 5.1% growth in the Manufacture of other non-
metallic mineral products, and a 2.9% increase in the Manufacture of motor vehicles,
trailers & semi-trailers. Compared to the previous month, domestic-oriented
industries experienced a decline of 7.5% (Jan: 4.9%).

In the meantime, the export-oriented industries returned to negative territory with
a mild contraction of 0.1% YoY in February (Jan: +1.6%). The contraction was mainly
due to the decrease in the Manufacture of vegetable & animal oils & fats (-13.5%);
the Manufacture of chemicals & chemical products (-2.8%); and the Manufacture of
electrical equipment (-2.2%). This was consistent with the country's export
performance, which registered a downturn of negative 0.8% in February after
experiencing positive growth in the preceding month. In a month-on-month

comparison, the export-oriented industries slipped by 5.7% after recording a slight g
growth of 0.2% in January. §
Table 2: Manufacturing Components 8
=
F&B 5.4 5.7 4.6 -3.1
Textile, Wearing App. and Others 1.1 -2.3 2.1 -2.3
Woods Products and Others 0.0 3.7 6.1 1.9 Amiratul Husna
Petroleum, Chemical and Others -0.9 -2.7 2.5 1.5 amira.husna@bimbsec.com.my
Non-Metallic Products and Others 5.2 6.0 7.9 5.4 (603) 2613 1731
E&E -1.7 -6.7 0.9 0.3
Transport Equipment and Others 4.1 -0.5 8.9 3.0
MANUFACTURING 0.7 -1.4 3.7 1.2

Source: DOSM, BIMB Securities
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The Mining sector continued its upward trend, expanding to 8.1% (Jan: 5.0%). The increase
was driven by double-digit growth of 11.9% in Natural Gas production (Jan: 6.6%), while
Crude Oil & Condensate output maintained steady growth at 2.5% (Jan: 2.6%). However,
compared to January 2024, the Mining index declined by 6.9%, contrasting with the positive
3.1% registered in the previous month.

Table 3: Mining Components

Growth (YoY) 2023 Dec-23 Jan-24 Feb-24
Petroleum Oils & Conden. 2.1 1.6 2.6 2.5
Natural Gas 0.0 5.6 6.6 11.9
MINING 0.8 3.6 5.0 8.1

Source: DOSM, BIMB Securities

Electricity generation accelerated at a faster pace of 10.9% in February (Jan: 8.3%)
However, the Electricity sector declined by 4.5% MoM, following a positive growth of 2.0%
in January.

Table 4: Electricity Component

Growth (YoY) 2023 Dec-23 Jan-24 Feb-24
ELECTRICITY 2.5 4.6 8.3 10.9
Source: DOSM, BIMB Securities

Chart 1: Malaysia Monthly IPI (Feb 2023 — Feb 2024)
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Chart 2: Malaysia IPl: Manufacturing Sector (Feb 2023 - Feb 2024)
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Chart 3: Malaysia IPI (2011 - 2024F)
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Source: DOSM, BIMB Securities

The Manufacturing sector's sales value saw a slight increase of 0.7% to RM146.2bn in
February (Jan: 3.2%). The increase was driven by growth in the Transport equipment & other
manufactures sub-sector at 7.3%, as well as the Non-metallic mineral products, basic metal
& fabricated metal products sub-sectors, which grew by 5.7%. At the same time, the sales
value of the Electrical & electronics products sub-sector, which represented 34.1% of the total
sales, increased by 1.3%. Compared to the preceding month, the sales value of the
Manufacturing sector decreased by 4.3% compared to the RM152.7 bn recorded in January,
which had experienced an uptick of 1.9%.

The sales value of export-oriented industries which represented 69.6% of total sales declined
by 1.3% YoY in February (Jan: 0.1%), largely attributable to the continuous contraction in the
Manufacture of coke & refined petroleum products, which registered a negative 8.8%.
Additionally, the Manufacture of vegetable & animal oils & fats; and the Manufacture of
chemicals & chemical products slipped by 6.0% and negative 2.6%, respectively. As compared
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to the preceding month, the sales value of export-oriented industries dropped by 3.6% after
recording a positive growth of 1.7% per cent in January 2024. In the meantime, the
momentum of sales value for domestic-oriented industries remained positive, expanding by
5.6% YoY in February 2024 (Jan: 10.8%). The expansion was primarily bolstered by the
increases registered in the Manufacture of fabricated metal products, except machinery &
equipment (9.1%); Manufacture of motor vehicles, trailers & semi-trailers (9.0%); and
Manufacture of food processing (5.2%). As compared to the previous month, the sales value
of domestic-oriented industries decreased by 5.8% as compared to the positive 2.3%
recorded in January.

Chart 4: Manufacturing sales value (RM’mn)
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' Chart 5: Manufacturing Sales Growth (%)
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Steady manufacturing employment. The Manufacturing sector employed 2.37mn workers in
February, marking a 0.6% increase compared to the 2.35mn persons employed in February
2023. The increase was primarily contributed by the Food, beverages & tobacco sub-sector
at 4.3%, followed by the Textile, wearing apparel, leather & footwear sub-sector at 1.7%, and
the Non-metallic mineral products, basic metal & fabricated metal products sub-sector at
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drop of 0.3% (Jan: -0.1%)

Table 5: Manufacturing Sector Employment & Salaries

Sep Oct Nov Dec Jan

Number of employees 2,372,752 2,378,238 2,377,383 2,374,557 2,372,913
% YoY 24 25 21 17 13
% MoM 07 0.2 -0.04 0.1 0.1
Salaries & Wages (RM’bn) 8,135 8,146 8,149 8,744 8,350
% Yoy 3.2 3.4 3.3 2.1 2.0
% MoM 1.7 0.1 0.0 7.3 45

f:l';; value per employee 66,864 65,879 65,193 63,121 64,353
% Yoy 4.2 37 47 58 18
% MoM 3.5 -0.9 1.0 232 2.0

Feb
2,365,000
0.6
-0.3
8,243
1.0
-1.3

61,820

0.04
=1

Source: Department of Statistics, BIMB Securities

Outlook

Looking forward, we anticipate sustained growth in the domestically oriented sector despite
potential challenges in external demand affecting monthly production rates in the first half
of 2024. The recent reading aligns with declines in major economies like Vietnam, Japan,
Thailand, Taiwan, and the US. South Korea's industrial production growth also slowed in
February 2024. Recent data shows moderation, with increased production expected in
domestic sectors due to heightened consumer confidence. However, export demand may
face challenges from slower global growth and geopolitical tensions. Our 2024 IP| forecast
remains at 3.5%.

Manufacturing sales increased by 0.7% to RM146.2bn in February, down from the 3.2 YoY
growth seen in January. This corresponds with the IPI's moderation, mainly due to slower
output growth in manufacturing. Malaysian manufacturers expressed hope for future
improvement while also voicing concerns about lingering demand weakness. Despite the PMI
easing (Feb: 48.4; Jan: 49.5), a gradual production recovery is anticipated in 2024. China's
strong March factory activity may impact Malaysia with a lag of 1-2 quarters. Nonetheless,
caution remains due to global trade's vulnerability to geopolitical tensions, supply chain
disruptions, and commodity price uncertainties. Still, recovery is expected in 2024.

Chart 6: Sales of E&E subsector (%, YoY)

90
80

o |
60
50

40

30

Feb Apr Juf Aug Oct Dec Feb Apr Jun Aug Oct Dec Feb Apr Jun Aug Oc ¢ Feb

2022 2023 2024

Source: Department of Statistics, BIMB Securities

www.bisonline.com.my

Malaysia IPI & Manufacturing Sales: February 2024

1.4%. On monthly basis, the number of employees in this sector continued to decline, with a
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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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