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Malaysia Industrial Production

Softer growth contraction in May as factories resumed operations

Growth contraction in the Industrial Production Index (IPI)
eased in May, beating expectation (-22.1% YoY; house
estimate: -38.6%; consensus: -29.0%; Apr: -32.0%)
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products (-45.1%; Apr: -62.7%).
— MoM: marked a sharp turnaround (25.9%; Apr: -35.8%).

Mining index headed further down, matching the decline back in May 2011 (-22.2%; Apr: -19.6%), largely due to a high base
effect

— Broad-based slowdown, led by a larger fall in extraction of crude oil and natural gas (-22.2; Apr: -19.6%). As high base effect
dissipates and oil price recovers on a broader reopening of the global economy, we expect the contraction in mining output
to ease.

— MoM: recorded a marginal expansion (0.4%; Apr: -19.1%), in line with the modest improvement in global oil price
(USD32.4/barrel; Apr: USD26.6).

Electricity index fell by less (-10.3; Apr: -19.3%) as factories resumed operations

— Expected to rebound further in the coming months as the nation entered another phase of economic reopening under the
implementation of the Recovery MCO (RMCO) on 10th June.

In line with the lifting of business restriction measures, we expect at least amoderate recovery for industrial production in the
near term.

— The implementation of the RMCO, stimulus injection under the short-term economic recovery plan (PENJANA), additional
monetary easing by the BNM and favourable domestic COVID-19 development are expected to uplift consumer and business
sentiment, translating into a gradual improvement in domestic demand and businesses operations, albeit partially capped
by broad weakness in external demand.

—  While the relaxation of MCO may have brought some improvement in the manufacturing sector, the impact of COVID-19
pandemic to hit the hardest on the services sector as the fate of air travel and tourism remained bleak. Hence, we maintain
our GDP growth estimate of -7.5% for the 2Q20 (1Q20: 0.7%). Similarly, for 2020, we retain our projection of a 7.7%
contraction (2019: 3.6%) in the manufacturing production index, consistent with the expected decline in GDP (-2.9%; 2019:
4.3%) for this year.

Source: Dept. of Statistics, Kenanga Research
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Source: Dept. of Statistics, Kenanga Research

Source: IHS Markit, Bloomberg, Kenanga Research
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| Table 1: Malaysia Industrial Production Trend (2015=100)

Weight 2017 2018 2019  May-19  Nov-19  Dec-19 Jan-20 Feb-20 Mar20  Apr-20 ~ May-20

IPI 100.00 % YoY 44 31 23 4.0 21 1.3 0.6 6.2 -4.9 -32.0 -22.1
%YoYSA 4.4 31 23 4.0 2.0 1.3 0.5 6.0 -4.8 -31.8 -22.1

% MoM 32 -1.0 0.7 0.6 6.7 0.2 -30.5 18.2

3mma 34 1.2 1.2 1.3 26 0.4 -10.6 -19.5

Manufacturing 65.89 % YoY 6.1 4.8 3.6 4.2 2.7 34 22 6.2 4.1 -37.2 -23.2

%YoYSA 6.1 4.7 3.7 4.2 2.7 34 21 6.1 -4.1 -37.2 -23.2

% MoM 3.1 2.6 1.2 0.4 -6.6 -1.0 -35.8 259

3mma 42 25 28 28 3.8 1.3 -12.1 214

Mining 28.92 % YoY 0.4 21 2.0 28 0.5 4.9 -3.9 6.1 6.5 -19.6 -22.2
% MoM 3.8 49 0.9 038 -15 26 -19.1 0.4

Electricity 5.19 % YoY 26 3.7 3.3 5.7 1.6 0.9 0.0 6.8 -1.0 -19.3 -10.3
% MoM 24 2.8 0.5 24 -45 0.8 -133 13.7

Source: Dept. of Statistics, Kenanga Research, 3mma= 3-month moving average (YoY growth)
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objectives, financial situation and the particular needs of any specific person who may read this document. This document is for the information of
addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga Investment Bank Berhad accepts no liability
whatsoever for any direct or consequential loss arising from any use of this document or any solicitations of an offer to buy or sell any securities. Kenanga
Investment Bank Berhad and its associates, their directors, and/or employees may have positions in, and may affect transactions in securities mentioned
herein from time to time in the open market or otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these
companies.

Published and printed by:

KENANGA INVESTMENT BANK BERHAD (15678-H)
Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my

conanga N

PP7004/02/2013(031762) Page 2 of 2



http://www.kenanga.com.my/
mailto:resear
mailto:wansuhaimi@kenanga.com.my
mailto:atiqa.noorazlan@kenanga.com.my
mailto:saifuddin.sapuan@kenanga.com.my
mailto:afiqasyraf@kenanga.com.my

