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Malaysia External Trade

Export growth expanded to a three-month high in February on base effect

Economic Viewpoint

e Exports expanded to a three-month high in February | Graph 1: External Trade Growth
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PH (32.5%; Jan: 1.6%), followed by SG (27.7%;
Jan: 18.9%) and KR (26.5%; Jan: 4.1%).
Nevertheless, export to CN (-6.0%; Jan: -11.9%) remained in contraction albeit easing.

— By sector: attributable to a higher export from manufacturing (9.5%; Jan: -0.3%) sector, which posted a three-month
high and was supported by a double-digit expansion of mining (34.8%; Jan: 50.1%) sector. This was further lifted
by a smaller contraction in the agriculture (-9.0%; Jan: -19.8%) sector.

e Imports expanded sharply to 12.4% (Jan: 2.2%), a three-month high, beating consensus of 6.4%, but lower than
the house projection of 20.4%. Growth was attributable to a lower base effect and supported by higher re-exports
(37.6%; Jan: 33.5%) and a rebound in retained imports (5.4%; Jan: -6.4%)

— By category, growth was mainly contributed by intermediate goods (3.3%; Jan: -4.2%) and consumption goods
(1.2%; Jan: -4.8%) but was capped by weak capital goods (-0.3%; Jan: -1.9%). On a MoM basis, imports fell (-
1.9%; Jan: -8.8%) for the fourth straight month but at a slower pace.

e Trade surplus expanded to RM19.6b (Jan: RM18.1b), higher than expectations (KIBB: RM17.7b; consensus:
RM18.5b) as MoM fall in imports (-1.9%) outpaced exports (-0.3%)

— Meanwhile, total trade rose sharply to 11.0% (Jan: 1.8%), a three-month high reflecting increased trade activity
during the month.

e 2023 export forecast maintained at 5.8% (2022: 25.0%) amid heightened external risks

— Though February’s export performance demonstrated a recovery, it still remains weak given the second month of
decline on a MoM basis despite the optimism arising from China’s reopening. Against this backdrop, we still expect
export growth to remain moderate going forward, with a possibility of growth contraction given the normalisation of
economic activities, relatively lower commodity prices and the diminishing effect of a lower base.

— Likewise, we maintained our 2023 GDP forecast at 4.7% (2022: 8.7%), anticipating that economic growth will be
supported by resilient domestic demand attributable to a lower unemployment rate, increased tourist arrival, and
the gradual effect of China’s economic reopening. Nonetheless, we are still pencilling a cautious outlook given the
heightened external uncertainties amid rising geopolitical tensions and recent global banking fears.

Source: Dept. of Statistics, Kenanga Research
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LTabIe 1: Malaysia External Trade Growth Trend

2020 2021 2022 Feb-22  Sep22  Oct22  Nov22  Dec22  Jan-23  Feb-23

Total Trade %YoY 259 384 06 17.3 313 211 15.3 8.3 18 1.0
Trade Balance ~ RMbil 1833 253.7 255.1 19.8 318 18.1 2138 28.1 18.1 19.6
Exports %YoY 1.1 26.1 25.0 165 30.1 149 15.1 59 14 9.8
%MoM 7.9 2.1 8.8 15 16 145 03

Manufacturing  %YoY 11 257 23 142 286 125 145 46 03 95
Shr 86.3 86.1 84.2 85.2 84.7 84.4 84.6 838 842 85.0

Agriculture %YoY 8.7 36.8 233 38.1 8.1 6.8 112 04 -19.8 9.0
Shr 73 79 78 77 72 6.5 6.8 84 6.2 6.4

Mining %YoY ~ -28.3 189 685 314 89.0 8538 618 307 50.1 348
Shr 59 56 75 6.7 77 8.5 8.0 73 9.1 8.2
Others %YoY  -40.2 15 523 -10.2 -10.8 175 9.3 14 12.9 158
Shr 04 04 05 04 04 05 05 05 05 05

Imports %YoY 5.8 233 313 183 3238 291 156 15 22 124
%NMoM -10.9 95 10 49 40 88 19

Capital %YoY 94 144 159 43 28.0 412 29 29 1.9 03
Shr 1.3 105 9.3 96 103 103 9.0 96 10.2 85

Intermediate %YoY 8.1 272 293 234 3522 26.4 8.2 64 42 33
Shr 536 55.3 54.4 575 52.1 535 55.0 525 512 52.8

Consumption %YoY 0.0 132 24.1 182 282 216 239 16.2 48 12
shr 9.3 85 8.0 85 79 75 8.8 8.9 8.7 76

*Shr = share to total exports or imports,
Source: Dept. of Statistics preliminary release, CEIC, Kenanga Research
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