Kenansa Economic Viewpoint

Malaysia Consumer Price Index (Mar-26)

Base effects and transport costs push headline to a 16-month high

e Headline inflation rose to 1.7% YoY in March (Feb: 1.4%), I Table 1: Global Inflation (% YoY)
driven primarily by base effects and higher transport costs. :

The print matched consensus but came in below our 1.8% Oct-  Nov-  Dec-  Jan-  Feb-  Mar-

25 25 25 26 26 26
forecast

— Despite the headline uptick, momentum remained contained. us N/A 27 27 24 24 33
Prices rose just 0.29% MoM (Feb: 0.22%), conforming the  EV 2.1 2.1 20 17 19 25
base-effect nature of the YoY rise. Transport inflation came UK 36 32 34 3.0 3.0 N/A

in stronger than expected, but food prices recorded monthly  Japan 3.0 29 2.1 1.5 1.3 N/A
deflation, delivering a partial downside offset. S. Korea 24 24 2.3 2.0 2.0 22

— Core inflation edged higher to 2.1% YoY (Feb: 2.0%), with  Singapore 1.2 1.2 1.2 14 12 N/A
0.2% MoM (Feb: 0.1%) increase, reflecting firmer services  china 0.2 07 0.8 0.2 13 10

and transport-related price pressures. Indonesia 29 27 29 35 48 35

e Price gains were concentrated in transport and selected
services components

— Transport (1.6%; Feb: -0.7%): surged to a near three-year
high, led by sharp increases in diesel prices (18.5% MoM) and petrol prices (3.3% MoM), alongside higher domestic air
fares (15.0% MoM).

— Information & Communication (1.4%; Feb: 0.5%): rose to its highest level since September 2020, supported by a 6.1%
increase in subscription costs for audio-visual content, streaming services, and related rentals.

— Personal Care, Social Protection & Miscellaneous Goods & Services (7.0%; Feb: 6.9%): continued to edge up,
reaching another record high, driven by sustained increases in jewellery and watch prices.

— Food and Beverages (1.1%; Feb: 1.3%): eased to a six-year low, as food-at-home prices fell 0.3% MoM (Feb: -0.2%)

e Hormuz closure ignites global inflation momentum

— US (3.3%; Feb: 2.4%): soared to a near two-year high as the US-Israel conflict with Iran push gasoline prices higher. Core
inflation rose more moderately to 2.6% (Feb: 2.5%). The Fed remains on high alert as the West Asia crisis unfolds.

— EU (2.5%; Feb: 1.9%): breached the ECB’s 2.0% target, driven by a sharp surge in energy costs. The ECB signalled it will
hike rates if conditions deteriorate further. Europe’s heavy reliance on oil and gas imports leaves the region vulnerable.

— China (1.0%; Feb: 1.3%): headline inflation slowed, but PPI grew for the first time in three years as the conflict disrupted
energy markets. Despite China’s relative insulation, the growth drag gives the PBoC room for ease further.

e We maintain our 2.1% inflation forecast for 2026 (2025: 1.4%), with risks skewed toward a more persistent food-driven
pass-through, as the government absorbs near-term price pressures through subsidies and a firmer ringgit,

— Strait of Hormuz disruptions expose structural vulnerabilities in Malaysia’s import basket, affecting majority of imported
crude feedstock and key fertiliser inputs. This raises food security concerns beyond the cyclical price outlook. Higher
energy and fertiliser costs lift upstream production costs, which then feed through into staples such as rice, poultry and
vegetables. Even with continued targeted fiscal transfers, affordability is likely to deteriorate as transport, logistics, and
farm-gate costs rise together. The key risk: if food inflation becomes more persistent and broad-based, pass-through into
real consumption could weigh on Malaysia’s main growth engine.

— Policy outlook: BNM is likely to keep the OPR on hold at 2.75%. While stronger energy-linked fiscal revenues provide
some cyclical buffer, the policy challenge is shifting from managing headline shocks to containing second-round inflation
effects. We expect BNM to tolerate moderately higher headline inflation to safeguard growth, with a firmer ringgit partially
offsetting imported cost pressures.
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I Table 2: Malaysia Consumer Price Index Growth Trend (% YoY)

Mar Oct Nov Dec Jan Feb Mar

Base 2010=100 weight 2023 2024 2025 25 25 25 .25 26 26 26

CPI 100.0 2.5 1.8 14 1.4 1.3 14 1.6 1.6 1.4 1.7
Core Inflation 3.0 1.8 2.0 1.9 22 22 2.3 2.3 2.0 21
Food & Beverages 2098 48 20 20 25 15 15 15 15 13 14
Alcoholic Beverages & Tobacco 19 07 0.7 0.9 0.8 0.3 24 25 25 2.6 2.7
Clothing & Footwear 27 0.2 03 02 -02 -03 -01 0.1 0.0 00 -01
Housing, Water, Electricity, Gas & Other Fuels 232 1.7 3.0 16 1.9 1.1 0.7 0.9 1.2 1.1 1.2
Furnishing, Household Equipment & Routine Household Maintenance 43 2.3 0.7 0.2 0.2 0.3 0.2 0.3 0.2 0.2 0.1
Health 27 2.1 18 1.2 1.0 1.5 15 15 14 1.2 1.4
Transport 113 1.1 0.9 05 0.7 -0.1 0.2 0.1 0.7 0.7 1.6
Information & Communication 6.6 2.9 15 42 54 24 13 0.9 0.7 0.5 1.4
Recreation, Sport & Culture 3.0 15 1.8 1.1 1.7 12 12 0.8 0.9 0.8 1.0
Education 13 19 15 2.3 22 24 26 2.8 32 28 25
Restaurants & Accommodation Services 34 55 31 3.2 29 34 34 31 3.0 25 2.6

Personal Care, Social Protection & Miscellaneous Goods & Services 9.8 25 3.0 4.4 3.6 6.0 5.6 5.7 6.6 6.9 7.0

Source: Macrobond, Kenanga Research

For further information, please contact:

Wan Suhaimie Wan Mohd Saidie Muhammad Saifuddin Sapuan Afiq Asyraf Syazwan Abd. Rahim Nurul Hanees Hairulkama
Head of Economic Research Economist Economist Economist
wansuhaimi@kenanga.com.my saifuddin.sapuan@kenanga.com.my afigasyraf@kenanga.com.my nurulhanees@kenanga.com.my

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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