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The content of this presentation is proprietary and confidential information of SME Bank Berhad. It is not intended to be distributed to any third party without the written consent of SME Bank Berhad.
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External Trade Performance: Volume- or value-driven?

Malaysia External Trade

|
I |
gg (% YoY) I I« Malaysia’s trade performance is robust and have been trending upwards since 2H
20 | 4931 2021, with both exports and imports sustaining strong double digit growth.
40 I |
30 I« Similar trend is observed in other key ASEAN countries where most of them posted
fg | : double digit export growth during 1H 2022, except for the Philippines.
0 ! : . .
10 I I | Malaysia’s import growth (49.3% YoY) > Export growth (38.8% YoY) in Jun 2022.
20 : : This trend has been observed since the start of this year, which reinforces the
-30 . I stronger domestic demand amid the recovery in economic activities.
2 % ST T §§ § § § g g qry o
= c Q O = c Q O = c Q O = c [
=3 882388 =2 3 8 482 3 .
I |
I |
- ¢ Ind I I« |The rosy export performance could be partially influenced by the high commodity
60 xe;’rY r", ex : : prices where Export Value > Export Volume.
50 (% YoY) : |
40 I '  In Feb 2022, the export volume index almost slipped into negative territory with a
30 : meagre growth of 0.4% YoY. For comparison, value index registered a solid 16.4% YoY
fg growth during the same month.
_18 : :  WTO had revised downward their world merchandise trade volume forecast for
20 I I 2022 to 3.0% in its Apr 2022 assessment (Oct 2021 forecast: 4.7%) due to prolonged
30 I : Russia-Ukraine conflict, high inflationary environment and China’s zero-Covid policy.
2222888888 8§ 3§ 5,88
s S & 8 © S & 8 8 S & 88i1& § I« For 2023, it expects a slightly higher growth of 3.4% however cautioned on being less
= 2 o 0 =2 2 o 0 =2 ° o 0,2 ° : certain on these estimates than usual due to the fluid nature of the conflict
\
2030
2 Sources: CEIC, World Trade Organization (WTO) and SME Bank SCEA “USANAWAN DAN KOPERAS . e
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External Trade Performance: Influenced by high commodity prices

Exports: Palm Oil (% YoY)
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Exports: Crude Petroleum (% YoY)
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3 Sources: CEIC, News sites and SME Bank SCEA
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Exports: LNG (% YoY)
=N « Zooming into the exports of selected commodities, we
¢ | 153.1 found that YoY growth of the export value > volume.

* Despite multi year-high crude oil prices (export value
recorded robust growth of 82.2% YoY), volume of crude
petroleum export contracted 4.8% YoY in Jun 2022.

« Malaysia will continue to benefit from high oil prices which
Is expected to remain elevated in the near time as supply <
demand. Slowing demand is a concern but tight supply due
to OPEC limited capacity and underinvestment issues are

P222RRIAIRIQI3 AN feared
E ‘_I ‘_I ‘_I i 1 1 1 i 1 1 1 i 1 eare more.
55385588558 383585
= ST N N0O=2"2Tn0n0=2"20n002"
6 Petronas has increased its 2022 annual capex guidance to
. RM60 bil from RM40 — 50 bil previously, in preparation for
Exports: P?:/roYli%n Products the resumption of business activities in a post-Covid
N ° environment. The revised capex is potentially the highest
Eﬂ since 2015, almost doubling last year’s RM30.5 bil capex.
- Value 133.7
* Nonetheless, Petronas’ 1Q 2022 capex is still largely
45 underwhelming at only RM7.4 bil (-48% QoQ).
» Generally, it takes about 3 — 5 years for investments to
translate into additional supply.
Volume
G OO OO 00 O O O O ™ «— — (NN
TET LR aqaa«aq
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External Trade Performance: Robust E&E exports

Exports: Machinery & Transport Equipment « Exports performance of machinery & transport equipment is also

ig (% YoY) _encouraging. Contrary to commodities, the volume index > value
30 26.9 index.
20 » Electric & Electronic (E&E) sub-sector which holds the biggest
10 108 weightage of Malaysia’s total exports (~36%) is parked under this
0 = = Machinery & Transport Equipment category which we believe, is
10 driving up the overall export performance.
_ig « Exports of E&E products by value have been increasing sturdily since
o o o o o o o o — — — — N N 2H 2021 (Jun 2022: 40.9% YOoY).
N TSS9 9@ Q@ o a o9 o O o
s 5 §©§ &8 &8 5 §©§ & &8 S5 & & & 5 . . . . .
= S " a) = S " a) = S " =) = > « E&E sector will continue to uplift Malaysia’'s export performance this
year and next, mainly due to a still solid demand for semiconductor.
Semiconductor makes up approximately 62% of total Malaysia E&E
E&E Export exports.
60 (% YoY)
30 40.9 « World Semiconductor Trade Statistics (WSTS) forecasts the
40 worldwide semiconductor market to increase by 16.3% in 2022 (up
28 from 10.4% in Mar 2022), continuing to grow by 5.1% in 2023.
18 * Nonetheless, there are some mix signals and downside risks on
10 concerns that the semiconductor super cycle has peaked. The
20 weakness in demand for consumer electronic products is
30 gradually broadening to data centres, industrial and automotive.
2 2 2 2 &8 & & &8 & & & & & 9§
s 5 % 8§ & 5 & & & 5 & 8 & 5
= - n 0 = = n 0 = = n 0 = =
\
2030
4  Sources: CEIC, WSTS and SME Bank SCEA o Doy e
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Ratio of Domestic Exports o * One of the concerning trend with current solid exports performance is the
vs Re-exports (%) | | declining ratio of domestic exports and rising re-exports.
100 | 130
] 75.7 | * In Jun 2022, the ratio of re-exports to total export stood at 24.3%, the
80 , | S 125 highest since Apr 2020 when Covid-19 pandemic first hit Malaysia.
50 Domestic Exports : : !
I 120 « The ratio simply means for every RM1 value of exports, approximately
40 I 24 sen of value is made-up of re-export component.
20 | Re—export8|15
0 | L = E DEFINITION OF RE-EXPORTS
o o o o o o o o — - - - « o O
T OTOYOST o9 g9 9 g g9 q g q o o _ _ , _
cz? S & 3 cz? S & 3 T = & g' @ = ' Foreign goods exported in the same state as previously imported, from
o0 0 > o o = = o o = =] the free circulation area, premises for inward processing or industrial free
I | zones, directly to the rest of the world and from premises for customs
] I I warehousing or commercial free zones, to the rest of the world.
Domestic Exports vs Re-exports I |
100 (% YoY) I Re-exports I
75 I 22 l * Rising reexports is good in a way as it reflects the increasing presence/
50 I I importance of Malaysia in global supply chain. Nonetheless, it has
30.6 I low domestic value-added elements which mostly only involves
25 I repackaging and labelling activities without utilising any high
0 : I technology hence technology transfer is unlikely.
-25 | Domestic | : : " : :
50 Exports | « These may still create job opportunities but focusing on low-skilled
T e e o o o o o o e e e e : N~ rather than high-skilled labours which bodes ill for our nation’s long
T o 99 g g o qa a alb g ol term direction to move up the value chain and away from reliance on
T 5 [0 [0 T 5 [0 [0 T 5 [0 o] 8 =R | -
= S5 o o = S5 »u 0o = S5 »u o' = S : cheap foreign labour.
\
2030
5 Sources: OECD, CEIC and SME Bank SCEA A
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External Trade Performance: Reexport in E&E

Top 5 Re-export Products in 2021 (%)

While we might be comfortable with the performance of our E&E
exports, this sector actually accounts for more than 50% of the total
RM229 bil re-export value recorded in 2021, which corresponds to

Machinery, Equipment & Parts . 2.3

Chemicals & Chemical Products [JJj 2.8 its weightage to the overall exports.
« E&E also has one of the highest reexport ratio to the total exports
Manufactures of Metal - 6.1 (25.5%).
Petroleum Products [ 235 * This is in line with Malaysia’s role as one of the leading global hub
for semiconductor’s assembly, test and packaging.
F I I I I I I I I I I I I I I I I I I
IE'GCt”Ca'& Electronic Products | 0.8 I « Approximately 7% of the total global semiconductor trade flow
— e — — — — — — — — — — — o e e through Malaysia, reinforcing our position in the E&E global supply
chain.
Products with Highest Domestic Export Ratio (%)
« Malaysian companies are encouraged to participate in the greater
E&E value chain, especially in closing the ecosystem gaps, such as
Tin [ 5.3 in Integrated circuit (IC) design, advanced IC packaging,
engineering and testing services, as well as Electronic
Jewellery N 5.3 Manufacturing Services (EMS).
* Meanwhile, LNG has the highest domestic export ratio at 100%
Saw Logs [N ©9. which has significant value add to the economy.
Seafood (Fresh, Chilled, Frozen) || NGNGGNGEGEGEGEGEGEEE 0.4
I———————————-I
| NG N 100.0 l
I I I I I I I I I I I ‘
2030
KEMENTERIAN PéMBANGUN AN el
6 sources: Malaysia Semiconductor Industry Association, CEIC, DOSM and SME Bank SCEA USAHAWAN DAN KOPERASI
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DISCLAIMER

SME BANK has exclusive proprietary rights in the data or information provided herein. This document is the property of SME BANK and is
protected by Malaysian and international copyright laws and conventions. The data and information shall only be used for intended purposes
and not for any improper or unauthorised purpose. All information contained herein shall not be copied or otherwise reproduced, repackaged,
transmitted, transferred, disseminated, redistributed or resold for any purpose, in whole or in part, in any form or manner, or by any means
or person without SME BANK'’s prior written consent.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an
invitation to make an offer, to buy or sell any securities or other investment or any options, futures or derivatives related to such securities
or investments. It is not intended to provide personal investment advice and it does not take into account the specific investment objectives,
financial situation and the particular needs of any specific person who may receive this report. Investors should seek financial advice regarding
the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this report and
should understand that statements regarding future prospects may not be realised. Investors should note that income from such securities
or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors
may receive back less than originally invested. Past performance is not necessarily a guide to future performance. Any information relating to
the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice.
Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

Any opinion, analysis, observation, commentary and/or statement made by SME BANK are solely statements of opinion based on
information obtained from sources which SME BANK believes to be reliable and therefore, shall not be taken as a statement of fact under
any circumstance. SME BANK does not and is in no position to independently audit or verify the truth and accuracy of the information
contained in the document and shall not be responsible for any error or omission or for the loss or damage caused by, resulting from or
relating to the use of such information. Analysts based in SME BANK offices produce research on macroeconomics, equities, fixed income,
currencies, commodities and portfoliostrategy.

SME BANK and its affiliates, subsidiaries and employees shall not be liable for any damage or loss arising from the use of and/or reliance on documents
produced by SME BANK or any information contained therein. Anyone using and/or relying on SME BANK document and information contained therein
solely assumes the risk in making use of and/or relying on such document and all information contained therein and acknowledges that this disclaimer
has been read and understood, and agrees to be bounded by it.
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