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Malaysia Industrial Production

Moderated slightly in February on slower manufacturing growth

e Industrial Production Index (IPl) slowed in February . . .
(3.1% YoY; Jan: 4.3%), but beat expectations (KIBB: | Graph 1: Industrial Production Growth Trend
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— Overall, growth was partially weighed by a slowdown in
the manufacturing sector but was mitigated by higher 10
growth in the electricity and mining index and partly due
to a lower base effect.

— MoM (-6.3%; Jan: 2.0%): fell sharply to a ten-month
low, partly attributable to a seasonal factor amid shorter
working month and festive holidays.

e The manufacturing index moderated in February (1.2%
YoY; Jan: 3.7%)

— Domestic-oriented: slowed (3.8%; Jan: 8.0%) but
remained supported by the manufacture of fabricated 10
metal products (8.4%; Jan: 11.9%), followed by the Feb-23 May-23 Aug-23 Nov-23 Feb-24
manufacture of other non-metallic mineral products  yyce: pept. of Statistics, Kenanga Research
(5.1%; Jan: 6.6%)

— Export-oriented: contracted slightly (-0.1%; Jan: 1.6%) due to a sharp decline in the manufacture of vegetable &
animal oils & fats (-13.5%; Jan -2.6%), followed by chemicals & chemical products (-2.8%; Jan: 6.1%) and electrical
equipment (-2.2%; Jan: 1.4%).

—  MoM (-6.3%; Jan: 1.8%): fell to a ten-month low, following a positive turnaround in the preceding month.

e Mining index growth expanded (8.1%; Jan: 5.0%) to a 16-month high

— Attributable to a higher output of natural gas (11.9%; Jan: 6.6%), followed by extraction of crude oil & natural gas
(8.1%; Jan: 5.0%).
—  MoM (-6.9%; Jan: 3.1%): fell to an eight-month low.
e Electricity index accelerated (10.9%; Jan: 8.3%) to an 18-month high or the highest since August 2022
—  MoM (-4.5%; Jan: 2.0%): fell to a three-month low, following two straight months of expansion.
e Manufacturing index forecast retained at 4.6% in 2024 (2023: 0.7%), as momentum may pick up pace in the 2H24

— We continue to believe that the manufacturing condition to improve further towards the end of the year, mainly
driven by the expected upswing in the technology cycle and China's gradual recovery following a significant stimulus
implemented by the country. Nevertheless, the manufacturing condition could experience a sluggish recovery in
the near term, as reflected by the latest Manufacturing Purchasing Managers' Index (PMI) reading, which fell to
48.4 in March (Feb: 49.5) and remained at a contraction level since August 2022.

— Our assumption is also premise on the positive growth trajectory supported by higher demand from regional peers
and better-than-anticipated performance among advanced economies. With that said, we project 1Q24 GDP growth
to expand to 3.3% (4Q23: 3.0%) and maintain overall growth forecast at 4.5% - 5.0% in 2024 (2023: 3.7%).

| Graph 2: Manufacturing Growth Trend by Sub-Sector | Graph 3: Manufacturing PMI Trend
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| Table 1: Malaysia Industrial Production Trend (2015=100)

Weight 2021 2022 2023 Feb-23  Aug-23  Sep-23  Oct-23  Nov-23  Dec-23  Jan-24 Feb-24
IPI 100.0 % YoY 74 6.7 0.9 3.5 -0.6 -0.6 241 0.4 0.0 4.3 3.1
%YoYSA 74 6.9 11 3.1 0.6 0.6 21 0.2 0.0 43 29
% MoM 5.3 28 1.1 1.9 0.9 -1.3 20 6.3
3mma 25 0.9 0.3 0.3 0.6 0.8 1.5 24
Manufacturing 65.9 % YoY 9.5 8.2 0.7 4.3 -0.6 0.4 0.9 -0.1 -1.4 3.7 1.2
% MoM -4.0 5.1 2.1 -1.3 0.3 2.6 1.8 6.3
3mma 3.0 0.8 0.1 0.2 04 0.2 0.7 1.1
Mining 28.9 % YoY 1.5 22 0.8 -0.8 -1.5 5.8 5.7 1.2 41 5.0 8.1
% MoM 9.6 54 -16 153 -1.8 2.8 3.1 6.9
Electricity 5.2 % YoY 25 3.6 25 1.3 1.5 25 6.1 35 4.1 8.3 10.9
% MoM -6.8 0.7 -3.5 5.6 5.7 14 2.0 -4.5

Source: Dept. of Statistics, Kenanga Research, 3mma = 3-month moving average (YoY growth)
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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. Kenanga Investment Bank Berhad being a
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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