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Group President /

O
n November 3, Bank Negara Malaysia 
(BNM) had for the fourth time this year 
raised the overnight policy rate (OPR) 
by another 25 basis points (0.25%) to 
2.75%, mirroring the three increases 

announced on September 8, July 6 and May 11.

Aware that any form of profit/interest rate hike will 
only escalate the cost of doing business for start-ups 
and the entrepreneur fraternity, SME Bank has thus 
far only revised its Base Financing Rate (BFR) twice 
this year – once in June with the latest in October 
2022 (nevertheless, we cannot rule out prospect of 
another revision by SME Bank in the future).
 
In view of the numerous economic uncertainties 
stemming from the high profit/interest rate 
environment, and inflationary pressure which 
has raised operational costs and concerns over a 
possible global recession in 2023, SME Bank has 
drawn up several strategies to assist SMEs through 
value driven financing and entrepreneurship 
development programme.

On October 17, SME Bank, TERAJU and Bank 
Simpanan Nasional have made available the SME 
Recapitalisation Fund worth RM600 million under 
Budget 2022 to propel the growth of SMEs, 
encouraging business expansion and controlling 
their level of indebtedness through more innovative 
financing solutions.

ACCELERATING GLOBAL EXPANSION

More recently, nine Malaysian companies in the 
oil and gas (O&G) industry who are participants 
of SME Bank's Business Export Programme (BEP) 
and Vendor Capacity & Capability Development 
Programme (PPKV) took part in the Export 
Acceleration Mission (EAM) to Abu Dhabi in 
conjunction with Abu Dhabi International Petroleum 
Exhibition and Conference (ADIPEC) 2022 which 
was held from October 30 to November 4.

Looking at the significant impact on the export 
performance of the SMEs, the Entrepreneur 
Development and Cooperatives Ministry has 
channelled funds worth RM9.5 million for the 
implementation of BEP and RM5.48 million for the 
implementation of PPKV respectively.

BUDDING FUTURE ENTREPRENEURS

In the quest to nurture knowledgeable and 
competitive graduate entrepreneurs, SME Bank 

CEO Foreword

90-Day Biz Challenge 2022 business competition 
programme has unearthed the entrepreneurial skills 
of 92 groups which comprise of 368 students from 
community colleges and polytechnics.

The event was a success as the participants recorded 
sales value of over RM500 million throughout the 
10-month competition period compared to sales of 
RM103,000 in the previous edition.

Thus far, the programme has benefited 1,692 students 
with our record showing that seven companies are 
still active and continue to run their businesses 
despite the COVID-19 pandemic and movement 
control orders two years ago. 

In closing, I wish to share with our readers that SME 
Bank was named winner of the SME Development 
Category for its SME Bank XCESS programme and 
Trade Development Category for eCOACH DUBAI 
programme during the 45th Annual Meeting of the 
Association of Development Financing Institutions in 
Asia and the Pacific (ADFIAP). 

As 2023 approaches, the Bank will persevere with 
the same vigour displayed throughout the year 2022. 
This effort is to ensure we provide unparalleled and 
holistic support towards our SMEs in ensuring they 
strive through challenges and opportunities.

Happy reading and Happy New Year. 

DATUK WIRA (DR.) ARIA PUTERA ISMAIL
Group President / Chief Executive Officer
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SH Nursery
Sdn. Bhd.  633799-V

Teu Kim Seng 
Director
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03Entrepreneur's Journey 

As years passed and his business acumen grew, 
Teu decided to venture into the nursery business 
by setting up his main nursery in Kuching, Sarawak 
in 2007.

His company does landscaping and provides 
installation and maintenance services to accentuate 
the lustre of real estate properties. Along the way, 
he also supplies local plant seeding and high-quality 
potted plant on top of imported plants.

“I decided to start in Kuching because back then, 
it was a totally new market for such business. I 
practically started everything from scratch, learning 
everything on-the-job,” he added.

Teu’s decision paid off as his business grew steadily 
so much so that he managed to establish a second 
nursery in Serian, Kuching in 2009.
 

NURTURING THE SEEDS 
OF SUCCESS : 

Teu Kim Seng’s Nursery Success 
Knocks on Vietnam’s Doors!

"I practically started 
everything from scratch, 
learning everything 
on-the-job,” he added.

D
espite leaving school at the 
age of 14, Teu Kim Seng 
took it in his stride and 
was determined to make 
something out of life and 

become successful.

“It was about 20 years ago and the 
economy then was growing by leaps and 
bounds. My father owned a sole propriety 
company back then, focused on the fruit 
tree business. So, I joined his company 
and helped him.” said the 41-year-old. 
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“And in December 2021, my company SH Nursery Sdn.
Bhd. moved our main nursery to a new location at Jalan 
Stephen Yong in Kuching,” he shared, adding that he 
also has a strong market presence in Kuala Lumpur.

 
BUSINESS CHALLENGES

Like most entrepreneurs, Teu had to undergo initial 
setbacks in getting his business moving forward but 
the determined businessman was undeterred by such 
challenges.
 
“Of course, the main issue back then was sourcing for 
capital. As the Company was still new, I had to search 
high and low for funding,” he recalled.
 
“I managed to secure some funding from parents, 
friends and others. It wasn’t easy but whatever I did, I 
did for the sake of the company,” he stated, adding SH 
Nursery eventually thrived after SME Bank stepped in 
with financial assistance.
 
From then on, SH Nursery grew from only having three 

“To lead by example, 
I must know the 
business well. 
Hence, I learned 
everything from how 
to plant a seedling 
to growing it and 
nurturing it.”
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employees to 15. Teu also managed to establish a 
subsidiary in Vietnam three years ago.
  
“Of course, the numerous COVID-19 lockdowns 
were a setback to our expansion plan. Now, with 
most of the countries in a recovery mode, we will 
look into developing our business in Vietnam next 
year,” projected Teu.

LEADERSHIP STYLE

“To lead by example, I must know the business well. 
Hence, I learned everything from how to plant a 
seedling to growing it and nurturing it.”
 
Elaborating on the matter, Teu said that he ensures 
his team follows the lead given as he has taught 
himself the business from scratch. “If you were to 
teach your team something, you must first know it 
yourself,” he insisted.
 
Although he mostly employs migrant workers to 
assist him in SH Nursery, Teu is grateful that they 
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are great team players who have been instrumental 
in his company’s growth.
 
To compensate for their commitment, Teu would 
reward them with a competitive salary, overtime 
pay and performance bonuses. “It’s important to 
encourage your staff to work as a team. Proper 
communication and cooperation are essential for a 
business to grow,” he stressed. 

ENGAGEMENT WITH SME BANK

Asked how SME Bank became a partner with his 
venture, a delighted Teu said that this came about 
when he was struggling to find funding to grow 
SH Nursery.
 
“I remember going from one Bank to another for 
assistance. One Bank even rejected my application 
by saying that my business doesn’t fall under the 
agriculture category,” he explained.
That is when he learned about SME Bank and 

“The Bank offered me 
Syariah-compliant 
financing assistance and 
it helped us a lot. They 
also constantly follow up 
on my progress to ensure 
that I was doing alright.”
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the latter wasted no time to provide Teu with the 
necessary financing.
 
“The Bank offered me financing assistance and 
it helped us a lot. They also constantly follow 
up on my progress to ensure that I am doing 
fine,” he revealed. “Their staff members are very 
professional, too, as they always encourage me to 
seek them for advice.”

Teu added that SME Bank eventually provided him 
with business courses which helped him to gain 
some insight into how to develop his business 
venture further.

FUTURE PLANS

Touching on the future, Teu said with the global 
economy heading towards a recovery, he plans to 
focus on the Vietnamese market by following up on 
the company that he set up three years ago.
 
“While the economy is not recovering at the pace it 
should, I nevertheless think this is the right time for 
me to focus on Vietnam. too.”
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TIPS FOR NEW ENTREPRENEURS
 
“Stay humble and be professional in your conduct.” 
On that note, Teu said unlike many entrepreneurs 
out there who like to do many things in one go, 
he preferred to be focused on his nursery business 
and grow from there.
 
And he also pointed out one key ingredient in 
making a venture successful – hard work.
 
“There is no substitute for hard work. Give it your 
best shot and learn from others who are also doing 
business even if what they are doing is not related 
to what you are doing. You may never know what 
wisdom you can get along the way,” he advised. 
“And always remember to keep some backup 
capital for rainy days.” 

“There is no substitute for 
hard work. Give it your best 
shot and learn from others 
who are also doing business 
even if what they are doing 
is not related to what you 
are doing. You may never 
know what wisdom you can 
get along the way,”



Wide Agro Ventures 
Sdn. Bhd. 1228326-V

AHMAD FADZIL MUSTAFA 
Managing Director
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Wide Agro is about 
supplying equipment 
for plantation industries, 
agriculture and 
landscaping. In addition, 
his company also provides 
top-notch after-sales 
service for their customers.

A
fter graduating with a Degree 
in Mechanical Engineering 
from Akita University in Japan, 
Ahmad Fadzil Mustafa went on 
to serve a well-known Japanese 
manufacturing company for a 

decade before starting his own venture.
 
“I used to design washing machines at the 
Japanese company I worked for in the past,” 
said the 53-year-old father of four kids.

“In fact, I was even sent to Japan for four years 
to develop new washing machines. All-in-all, I 
spent 10 years for the Company which gave 
me the confidence and know-how to pursue 
my own interest in business.”

AUTOMATING THE OIL 
PALM SECTOR: 

Wide Agro Ventures Leads 
The Way!
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Then on, the Kuala Kangsar-born Fadzil went 
to start a venture involving fertilisers for oil 
palm trees with his brothers.
 
“Our company was involved in marketing the 
fertilisers. As for me, I was focused on the 
Indonesian market,” he shared.
 
Fadzil spent 12 years developing the business 
with his siblings until he hit a snag in the 
Indonesian market.

“And that’s when I established Wide Agro Ventures 
Sdn. Bhd. (Wide Agro) on April 25, 2017.”

Wide Agro is about supplying equipment 
for plantation industries, agriculture and 
landscaping. In addition, his company also 
provides top-notch after-sales service for 
their customers.
 
While Wide Agro is headquartered in Seri 
Iskandar, Perak, the Company has three 
branches in Muadzam Shah, Pahang, Tawau , 
Sabah and Bintulu, Sarawak.
 

Over the years, the Company has won several 
accolades as follows:

AWARDS & 
ACHIEVEMENTS

YEAR AWARDED BY

Fast Moving 
Companies 

(SME 100 Awards 
2022)

2022

SAMENTA (Small 
and Medium 
Enterprises 

Association)

3-Star SCORE 
Programme

2022
SME Corp. 
Malaysia

BUSINESS CHALLENGES

When asked about the issues he encountered 
at the initial stages, Fadzil said the main 
challenge back then was raising awareness 
on the importance of automating the 
plantation industry.
 
“The plantation industry is labour-intensive. 
At that time, we had a lot of migrant workers 
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involved in the plantation sector,” he recalled. 

“So, there was little incentive for industry 
players to shift to automation.”

Therefore, Fadzil and his team did a lot of 
presentations, trial runs and demonstrations 
to convince plantation players of the benefits 
of automating their business.
 
“Machines and equipment can help industry 
players to reduce manpower costs and in turn, 
increase their profit margins.”
 
During the COVID-19 Movement Control 
Order when the country was facing a labour 
crunch, Fadzil said his business grew as more 

“Apart from offering me 
financing, the Bank also did 
their level best to provide 
other assistance to meet 
Wide Agro's needs.” 
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plantation industry players realised how 
beneficial it was to automate their processes.
 
“But of course, with the central bank 
increasing its rates now and then, we have 
no choice but to raise our price by a little,” he 
revealed. “Thankfully, we are able to maintain 
our pricing at an affordable level due to soft 
financing provided by the Government.”

LEADERSHIP STYLE

“I like to discuss things with my staffers. Even 
if I have my own ideas, I like to get a second 
opinion from them.”
 
Elaborating, Fadzil said that he likes to engage 
with his employees personally so that he can 
make the best decision for the Company.
 
“If the Company grows, naturally the 
employees will reap the benefits too,” 
he quipped. “Plus, I also give them clear 
instructions on what to do so that they 
will know what is to be done. It’s about us 
growing together as a team.”

Fadzil’s management style is well-liked by 
his staffers as he now has almost 50 people 
working for him – from the initial three he had 
at the start of his business venture. 

ENGAGEMENT WITH SME BANK

Queried on how SME Bank partnered with his 
venture, a smiling Fadzil said that he got to 
know about the Bank through friends.
 
“Of course, I also looked online on what SME 
Bank was all about,” he noted.
 
When he approached SME Bank, Fadzil was 
delighted that its staff were professional and 
very helpful toward his Company.
 
“Apart from offering me financing, SME Bank 
also did their level best to provide other 
assistance to meet Wide Agro's needs.”
  
In addition, SME Bank also directed Fadzil 
to the relevant agencies that could help him 
grow his business.
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“They also came to audit my company to see 
where we stand and provide suggestions on 
how to do better,” Fadzil remarked. 

FUTURE PLANS

As for his future plans, Fadzil said that he had 
already set up his own research & development 
(R&D) team and was also working with other 
industry players to develop better machineries 
and equipments for the oil palm sector.
 
“Of course, I like engaging with my Japanese 
partners as I believe in their quality control. 
But once we have our own machineries, I want 

to export them to other countries that also 
engage in the oil palm industry,” he envisages.

“Right now, several African nations and Papua 
New Guinea are in need of such machineries 
and equipments. I’m also looking into 
venturing into the Indonesian market.”

TIPS FOR NEW ENTREPRENEURS
 
“To me, I don’t think I’m that successful and I still 
believe Wide Agro has a long way to go.”
 
While Fadzil is ever grateful due to increasing 
sales, he said that one should always remain 
humble and never stop acquiring knowledge 
from others.
 
“Confidence is important, one should never 
stop seeking knowledge. That is why I like to 
make friends so as to learn about things that 
I may not know of.”
 
Fadzil added that to be successful, there is no 
substitute for hard work and that he acquired 
such attribute while working for the Japanese.
 
“And of course as a Muslim, I just do my 
best and surrender everything else to God’s 
will.” 

“Confidence is important, 
one should never stop 
seeking knowledge. That is 
why I like to make friends 
so as to learn about things 
that I may not know of.”
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Beneras Sdn. Bhd. 0965384 U

GUNASEGARAN SUBRAMANIAM  
Managing Director
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A
fter completing his Sijil 
Pelajaran Malaysia (SPM) 
in the 1970s, Gunasegaran 
Subramaniam was determined 
to make it big in life.  As such, 
he dabbled in many professions 

before becoming a Siddha specialist (Indian-
herbal medicine practitioner) for 15 years.
 
“I was already doing quite well as a Siddha 
practitioner until my partner suggested I use 
my knowledge to venture into the vegetarian 
food business,” the 61-year-old entrepreneur 
told the InFront newsletter. “That’s when I 
established Beneras Sdn Bhd on Oct 23, 2011 
to produce vegetarian food products based 
on soy and mushroom.

Herbalist Gunasegaran Offers 
Tasty Yet Healthy Vegetarian 

Frozen Food 

Speaking of his initial 
struggles, Gunasegaran 
said he learned a lot from 
the many trial and error by 
conducting constant R&D 
on his products before 
they were able to gain 
wide acceptance
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Marketing his products under the name 
Samsara and G’Herbs, Gunasegaran 
manufacture and sells various ready-to-cook 
(RTC) and ready-to-eat (RTE) products as 
well as producing herbal beverages. 

In the beginning, it was literally a one-man 
show with Gunasegaran engaging in massive 
research & development (R&D) effort to 
continuously improve his vegetarian frozen 
food products to meet his customers’ taste 
buds and healthy eating habits.
 

BUSINESS CHALLENGES

Speaking of his initial struggles, Gunasegaran 
said he learned a lot from the many trial and 
error by conducting constant R&D on his 
products before they were able to gain wide 
acceptance from customers locally as well 
as globally.

 
“Back then, some customers returned the 
products due to various reasons and I had to 
re-work them to meet people’s requirements,” 
he recalled. “When that issue has settled, I had 
to manage manpower issues. Bear in mind 
that it was literally a one-man show for nearly 
four years before things started to pick up.”

Later on, Gunasegaran managed to get about 
three people to help him. Now, Beneras 
employs 27 people working in various 
departments within the Company.
 
As for managing competitors, Gunasegaran 
said that he was least distracted by them as 
he was confident and focused on his products’ 
niche and quality.

He was primarily geared towards ensuring 
that his customers always equate the 
Samsara brand of frozen food to other top-
quality products. 

Today, Beneras has obtain ceveral certications 
on product safety as Good Manufacturing 
Practice (GMP), JAKIM halal certification (134 
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products), and the Industry Responsibility Safe 
Food Certification Scheme (MeSTI).

“I must give credit to my son for helping out after 
he came on board following his graduation in 
Business Administration Degree,” enthused the 
proud father of four whose children all help out 
in various capacities within the family business.

“He helped extensively in the marketing 
section. Our business thrived and we managed 
to set up branches in Kuala Lumpur and Johor.”

To build a wider market for his business, 
Gunasegaran said he also collaborated with 
other players who helped his products to 
reach Singapore and India.
 
During the movement control order (MCO) 
in 2020, Gunasegaran saw his business grow 
by 20% due to the better acceptance of his 
products.
 
“Our advertising efforts also paid off in 
the process. I can confidently say that our 
sales grew between 30% and 40% since the 
pandemic,” he quipped.  

LEADERSHIP STYLE

“I teach my children and staff to always be honest 
in their conduct and never cheat anyone.”

Speaking of his leadership methods, 
Gunasegaran said that both he and his business- 
minded uncle used to conduct leadership 
training courses in his younger days, hence 
enabling him to pass down the very ideals he 
once espoused to his staff.
 
As for motivating his employees, Gunasegaran 
stated that he treats them like their own family 

“Our advertising efforts 
also paid off in the 
process. I can confidently 
say that our sales grew 
between 30% and 40% 
since the pandemic,” 
he quipped.
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members, hence the company even provides 
them with daily breakfast and tea.

“I also celebrate their birthdays. Perhaps, that’s 
why they stay with me for a long time,” he 
revealed. “Honestly speaking, whatever I do for 
my children and employees is also a way for 
me to not only motivate them but also myself.” 

ENGAGEMENT WITH SME BANK

Asked how SME Bank partnered with his 
enterprise, a joyful Gunasegaran said the Bank 
has been instrumental in Beneras’ growth 
from the beginning.
 
“I got to know about the SME Bank from SME 
Corp. While the latter provided us with a grant, 
the former assisted with financial assistance,” 
he said.
 
Gunasegaran added that after his factory got 
caught in a fire incident a few months before 
the first MCO, SME Bank provided immediate 
assistance by helping them in submitting fire 
insurance claim that also comes together with 
the Working Capital Financing.

“SME Bank’s employees are also very 

professional and friendly in their conduct,” he 
shared. “Even when they conduct their routine 
audits, the staff are courteous and are always 
helpful when we seek advice.” 

FUTURE PLANS 

Touching on his future plans, Gunasegaran 
harbours on his hope to see Beneras to get 
listed soon. Towards this end, he is already 
doubling his effort to ensure that the listing 
happens within two years.
 
“I’m also looking at getting a wider reach in the 
international market for my frozen vegetarian 
food products within two years,” he projected. 
“For now, my target is to earn RM2 million 
from the overseas market alone. To support 
my plan, I’m looking into penetrating the 
Indonesian market.”

TIPS FOR NEW ENTREPRENEURS

“Learn to overcome problems instead of trying 
to shy away from them.”

Elaborating on his motto, Gunasegaran 
said that one should always strive to find a 
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solution to any existing problems instead 
of dodging them.
 
In addition, Gunasegaran said one should 
strive to love their profession so as to taste 
success later in life.
 
“Never forget to put your full effort into 
whatever you do in your life and there is no 
such thing as a small or big task. Just to share 
with you, even today, I still sweep the floors of 
my own office,” he espoused.

“And I’m open to sharing my knowledge with 
anyone who wishes to learn from me. However, 
I still consider myself as still learning new things 
in life and there is plenty of room to grow.” 

“Never forget to put your 
full effort into whatever 
you do in your life and 
there is no such thing as a 
small or big task."
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Section

M
alaysia clocked in a robust economic 
performance for the first nine months 
of 2022 as reflected by its gross 
domestic product (GDP) growth of 
9.3% year-on-year (YoY). 

While SME Bank expects growth performance of 
around 8% YoY this year, the momentum might 
not be sustained moving forward as headwinds 
become more evident.
 
We foresee the economy to continue growing 
in 2023 albeit at a moderating pace of 4%-5%, 
supported by still resilient domestic demand, 
tight labour market and the prospect of China’s 
economic relaxation.  

The forecast is in line with Government’s projection 
and international bodies such as International 
Monetary Fund (IMF) and World Bank (refer 
Figure 1).

Thus far, Malaysia’s economy has been performing 
better than its ASEAN-6 peers (refer Figure 2).

For 2023, all ASEAN-6 members are projected to 
experience a slowdown in growth except Thailand 
– supported by recovery in the tourism sector and 
continuous fiscal stimulus. 

By SME Bank Economic Research

Senior Economists:
Lynette Lee, Mazlina Abdul Rahman 

In Malaysia, some important indicators such as the 
Purchasing Managers' Index (PMI), industrial production 
and retail sales are already trending downward in recent 
months, broadly in line with its regional peers.
 
The slowdown foreseen next year mainly stems from 
external factors. High food prices globally coupled with 
severe energy crisis in Europe which emanated from the 
Russia-Ukraine conflict remains a critical risk to the global 
economic stability.
 
IMF forecasts that some major economies (e.g. the US and 
Europe) will experience a significant slowdown if not a 
contraction in 2023.

LINGERING CHALLENGES

Global slowdown in demand, alongside persistent inflationary 
pressures, aggressive tightening of monetary conditions, 
sharp appreciation of the US dollar, climate change risks and 
China’s zero-COVID policy pose significant challenges to 
emerging market including Malaysia.

Domestically, there are some considerable 
uncertainties as well. Notable and broad-based price 
pressures and monetary policy tightening will likely 
dampen consumer spending.

2023 0utlook: 
Another Cautious 
Year Ahead

Figure 1: GDP Growth Forecasts (% YoY)

--- indicates lower range of forecast.

Source: IMF World Economic Outlook 
(October 2022), World Bank East 
Asia & the Pacific Economic Update 
(September 2022), Ministry of 
Finance (MOF) Malaysia
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Moreover, MSMEs which are in a tight cash flow situation 
may find it difficult to operate in a higher cost/interest 
rate environment.

We further expect two rate hikes of 25 basis points (bps) 
each in 1H 2023, bringing the overnight policy rate (OPR) 
to 3.25% in 2023.

Other factors such as environmental, social and governance 
(ESG), and low carbon requirements will also add to higher 
costs as firms may require an overhaul to the existing 
plants and processes. 

Nevertheless, ESG should be seen as an investment for 
long-term growth benefits as it allows MSMEs to tap into 
new markets and gain better access to funding.

CONCLUSION

Nonetheless, there are some upsides to growth next year. 
The newly elected Government will continue to monitor 
global developments as well as implement appropriate 
policies and structural reforms to strengthen the economy.
 
It has also pledged to prioritise addressing the rising cost 
of living which could restore consumers’ confidence.
 
Malaysia’s diversified economy alongside its resilient 
domestic demand should cushion against potential 
external shocks. The recovery in subsectors such as tourism 
and education will continue to pick up in 2023 amid spare 
capacity, thus providing more support to economic growth.

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 portfolio strategy.

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.

Targeted fuel subsidy that is expected to be introduced 
in 2023 might bode well with the Government’s Fiscal 
Responsibility Act but could also be detrimental to the 
economy depending on its roll-out mechanism.
 
Under the managed float mechanism for RON95 and diesel 
when it was first implemented in December 2014, RON95 
was priced at RM2.30/litre (Brent price averaged ± US$57/
barrel). In comparison, current (December 2022) price of 
RON95 is subsidised at RM2.05 when Brent is hovering 
around US$80/barrel (YTD average: US$100/barrel).
 
Complete removal of fuel subsidy at this price level 
could result in a huge jump in inflation. Recently, relevant 
ministries under the new Government have been 
instructed to swiftly formulate and develop suitable 
measures to implement targeted subsidies by taking 
into consideration the interests of consumers and the 
industries.

Hence, we expect more details to be gradually announced 
early next year. Our 2023 in-house forecast for Brent crude 
oil remain high at an average of US$85-US$95/barrel while 
we foresee inflation to range between 3.0%-4.0%.

Micro, small and medium enterprises (MSMEs) are unlikely 
to escape the ripple effects from the moderation in GDP 
growth as it accounts for 97.4% of overall establishments 
in Malaysia.
 
While they can still leverage the on-going recovery story, 
we may also see some MSMEs not only holding back 
their expansion plans but requiring additional financing 
for working capital in anticipation of a more challenging 
year ahead. 

Figure 2: GDP Growth in ASEAN - 6 Countries (% YoY)

e= estimate; =forecast

Source: IMF World 
Economic Outlook 
(October 2022)
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