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Economic Focus
Riding on resilient consumer spending

Malaysia’'s economic activity remains supported by resilient
domestic demand. Sustained consumer spending amid revival of
tourism industry and strong investment activities are expected to
bolster growth momentum.

Robust employment market with high labour participation rate
continues to underpin steady growth in the Services sector.
Weakness in external trade has bottomed out. We believe the

Manufacturing sector is set to benefit from stronger external
demand.

Sustained domestic demand in Malaysia

Malaysia's economy grew 3.9% y-o-y in 1Q24 (based on advance estimates),
supported by the Services sector.

The Services sector, accounting for 59% of the economy, is expected to
remain healthy in 2024, driven by healthy household spending as
employment continue to increase amid a robust labour market.

The implementation of major projects in Budget 2024 and catalytic
developments under various national policy blueprints will underpin strong
investment spending.

Manufacturing sector to benefit from external demand recovery

Malaysia's exports recorded its recent low in April 2023. Since then, exports
have gradually improved.

This is broadly consistent with the gradual improvement for key Asian
exporters.

Malaysia is likely to benefit from the global technology upcycle given its
position in the semiconductor industry.

Regional Highlights

The below highlights some of the recent interesting DBS regional reports.

Please go to www.alliancebank.com.my/alliance-blog for the detailed reports.

Growth resilience in the face of high interest rates and geopolitical
uncertainty has been a feature of the global economy during the past
couple of years. Looking at high frequency data available so far, as well as
leading indicators, DBS expects this trend to continue through 2Q24. (From
Macro Insights Weekly: Global growth looks good for 2024)

Global fixed income markets have been volatile as the 2024 US rate cut
scenario is priced in and out. How does the inflation and labour market
developments align with two rate cuts in 2H24? Read this report for DBS'
view on the US rate cut scenarios. (From Macro Insights Weekly: A year
without rate cuts?)
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Figure 1: Expect moderated but still healthy economic growth
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Figure 2: GDP performance by sector: Services the key growth driver
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1Q24 advance estimate
GDP grew 3.9% y-o-y. We
look forward to GDP
growth of 4.3% y-o-y in
2024.
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growth in 102024 was
driven by the Services sector
which was supported by
resilient consumer spending.

Growth for the
manufacturing sector grew
1.9% y-0-y in 1Q24. The
recovery in global
semiconductor shipments
should provide support for
stronger growth in 2024.

Construction sector grew
strongly by 9.8% y-o-y. The
acceleration of infrastructure
projects should support the
sector in 2024.
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Figure 3: Steady increase in Wholesale & Retail Trade sales
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Figure 4: Malaysia’s international air passenger movements on an uptrend

In February 2024, Wholesale
& Retail trade (WRT) sales
gained 5.5% y-o-y (-1.1% m-
0-m) reflecting resilient
consumer spending.

WRT sales increased to a
high of RM143.9bn in
December 2023 (2023
growth: 7.7% y-o-y).

This was mainly driven by
relatively steady non-auto
sales (2023: 7.0%) and
improvement in auto sales
(2023: 12.3%).
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Source: Malaysia Airport Holdings Berhad (MAHB)

International air passenger
movements are improving at
a steady pace. Improving
tourist arrivals support
stronger spending.

Average monthly air
passenger movements in
1Q2024 were 12% below
2019 average with room for
further improvement in the
coming months.
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Figure 5: Malaysia’s exports have gradually recovered from low in April 2023
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Figure 6: Gradual improvement seen in exports for key Asian exporters
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Exports for key regional
markets have seen a gradual
improvement.

This broadly tracks global
semiconductor shipments,
which has steadily increased

since its recent low in March
2023.
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Figure 7: Implied market pricing of US Fed Fund Rates (FFR) indicates expectations of fewer rate cuts in 2024
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Figure 8: USD has strengthened on expectations of delayed rate cuts
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DISCLAIMER

The information herein is published by AllianceDBS Research Sdn Bhd (“ADBSR"), a subsidiary of Alliance Bank Malaysia Berhad (“ABMB") and an
associate of DBS Vickers Securities Holdings Pte Ltd (‘DBSVH") (each and/or collectively, the “Company”).

It is based on information obtained from sources believed to be reliable, but the Company does not make any representation or warranty,
express or implied, as to its accuracy, completeness, timeliness or correctness for any particular purpose. Opinions expressed are subject to
change without notice. This research is prepared for general circulation. Any recommendation contained herein does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific addressee.

The information herein is published for the information of addressees only and is not to be taken in substitution for the exercise of judgement by
addressees, who should obtain separate legal or financial advice. The Company, or any of its related companies or any individuals connected with
the group accepts no liability for any direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind arising
from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication
thereof, even if the Company or any other person has been advised of the possibility thereof.

The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell any securities, futures, options or other
financial instruments or to provide any investment advice or services. The Company and its associates, their directors, officers and/or employees
may have positions or other interests in, and may effect transactions in securities mentioned herein and may also perform or seek to perform
broking, investment banking and other banking or financial services for these companies. The information herein is not directed to, or intended
for distribution to or use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or other jurisdiction
(including but not limited to citizens or residents of the United States of America) where such distribution, publication, availability or use would be
contrary to law or regulation. The information is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction (including
but not limited to the United States of America) where such an offer or solicitation would be contrary to law or regulation.
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19th Floor, Menara Multi-Purpose, Capital Square, 8 Jalan Munshi Abdullah, 50100 Kuala Lumpur, Malaysia.
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