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Malaysia External Trade

Exports fell larger than expected in April on weak commaodity prices and global

demand
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Imports contracted (-11.1%; Mar: -1.8%) for the second straight month, the lowest since May 2020, while also far
below expectations (KIBB: -2.9%; consensus: -2.4%). On a MoM basis, growth fell sharply (-10.1%; Mar: 11.1%), the
lowest since February 2022, indicating a weak domestic demand in line with a sharp contraction in retained imports (-
15.6%; Mar: -5.6%) and a slowdown in re-exports (3.8%; Mar: 10.3%)

— By category, growth was dragged by the weak intermediate (-24.2%; Mar: -9.0%) and consumption (-1.6%; Mar:
6.4%) goods. Nonetheless, the growth slowdown was partially mitigated by a sharp expansion in capital goods
(11.8%; Mar: 3.1%).

Trade surplus narrowed sharply to RM12.8b (Mar: RM26.7b), the lowest since May 2022 and below expectations
(KIBB: RM19.7b; consensus: RM21.2b) as MoM exports (-18.7%) contraction outpaced imports (-10.1%)

— Likewise, total trade declined sharply (-14.5%; Mar: -1.6%) to the lowest since May 2020.
2023 exports forecast revised down to -4.2% from 5.8% (2022: 25.0%) due to the prospect of slower global growth

— Given the weaker-than-expected trade performance in April and subdued year-to-date performance of -2.6% (Jan-
Apr 2022: 21.7%), we downgrade our 2023 exports forecast as there is a high probability that exports could contract
further in the near term. This is mainly due to the high base recorded last year, coupled with relatively lower
commodity prices and the normalisation of economic activities as well as tighter financial conditions brought by the
aggressive monetary policy tightening in the advanced economies to tame inflation.

— At this juncture, we maintain our 2023 GDP growth forecast unchanged at 4.7% (2022: 8.7%) despite a slowing
external trade trend in the first month of the second quarter.This is largely due to the expectation that domestic
demand fueled by tourism recovery, steady labour market conditions and further expansion in the services sector
will mitigate the slack in the commodity-related and manufacturing export-oriented sectors. However, this will also
be contingent on the pace of economic recovery from China and backed by the progress of federal government
spending on infrastructure projects and higher implementation rate of foreign direct investments (FDI).

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

2020 2021 2022 Apr-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23

Total Trade %YoY 259 384 0.7 214 15.3 8.3 1.8 11.0 -1.6 -14.5
Trade Balance RM bil 183.3 253.7 255.5 235 218 281 18.1 19.6 26.7 12.8

Exports %YoY -141 26.1 25.0 20.8 15.1 5.9 14 9.8 -1.4 174

%MoM -3.0 -15 1.6 -145 0.3 155 -18.7

Manufacturing %YoY 1.1 25.7 22.3 17.3 145 4.6 0.1 9.5 05 -15.5
Shr 86.3 86.1 84.2 84.3 84.6 83.8 84.2 85.0 84.0 86.2

Agriculture %YoY 8.7 36.8 23.3 29.8 -11.2 0.4 -19.8 9.0 -10.9 -29.2
Shr 73 79 78 8.0 6.8 8.4 6.2 6.4 73 6.8

Mining %YoY -28.3 18.9 68.4 64.5 61.8 30.7 50.1 348 3.2 -28.9
Shr 59 5.6 75 7.3 8.0 7.3 9.1 8.2 8.0 6.3

Others %YoY -40.2 115 52.0 -26.4 9.3 14 -11.2 -17.8 78.1 244
Shr 0.4 0.4 05 0.4 0.5 05 0.6 0.5 0.7 0.7

Imports %YoY -5.8 23.3 31.3 221 15.6 11.5 22 124 -1.8 -11.1
%MoM 0.8 4.9 -4.0 8.8 -1.9 11.1 -10.1

Capital %YoY 94 14.4 15.8 24 32 2.8 0.0 0.7 3.1 118
Shr 1.3 105 9.3 8.7 9.1 9.6 10.2 85 9.4 11.0

Intermediate %YoY -8.1 27.2 29.2 284 8.2 6.4 0.0 29 9.0 -24.2
Shr 53.6 55.3 54.4 574 54.9 52.5 512 52.6 52.1 48.9

Consumption %YoY 0.0 132 24.0 9.9 23.6 16.2 0.0 1.0 6.4 -1.6
Shr 9.3 8.5 8.0 8.0 8.8 8.9 8.7 76 9.0 8.8

*Shr = share to total exports or imports,
Source: Dept. of Statistics preliminary release, Kenanga Research
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment 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.
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