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Ending the first half on a (very) good note

Friday, 18 August 2017

Highlights:

Malaysia’s GDP printed a strong 5.8% yoy (+1.3% qogsa) in 2Q17, just shy
of our in-house call of 5.7% yoy and surprising market-call of 5.4%. This
marks the fourth consecutive quarter in which economic growth has accelerated
from its previous print. Thus, accounting for the 2Q GDP print, Malaysia’'s 1H17
growth averaged 5.7%, clocking its fastest space since 1H14.

The external environment remains supportive of overall growth. Exports
climbed a strong 9.6% while manufacturing growth jumped 6.0% (fastest since
2Q14) in 2Q17. The strong prints were underpinned in part due to the relatively
weaker ringgit which gave Malaysia’'s a competitive edge over its Asian peers,
as well as overall stronger-than-expected improvement in global economic
performance. More importantly perhaps, is the translation of the better external
environment into domestic demand, particularly consumer spending, which
accelerated to 7.1% (highest growth pace since 4Q14) and private investment
(+7.4%).

Given the strong performance in both external environment and domestic
demand since year-to-date, we keep our year-end growth outlook at 4.9%,
in line with BNM'’s outlook for growth “to expand by more than 4.8% in 2017”.
Still, we note that Malaysia’s growth has also been underpinned by the relatively
stronger crude oil prices on a year-on-year basis in 1H17, which in part may
fade into 2H17 given the high base seen in the second half of last year. On the
same note, headline inflation is also expected to moderate into the second half
as well to our year-end outlook of 2.9%, slightly lower than official range of
between 3 — 4%. With inflation to stay tame given flattish oil prices into 2H17
(OCBC WTI year-end outlook: $55/bbl) amid a relatively rosier economic
environment, we look for BNM to keep their overnight rate unchanged at 3.0%
for the rest of the year.
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Malaysia's growth print seeing a nice uptick into
1H17
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OCBC Malaysia Growth Outlook 2017
Final Gross | Exports | Imports
) Governm| Capital |of Goods |of Goods
GDP |Consump | Private C .
tion ent Formatio & &
n Services | Services
Mar-17| 5.6% B.5% B.6% 7.5% 9.0% 083 12.9%;
Jum-17| 5.8% B.4% 7.1% 3.3% 5.6% 0.6% 10.7%
Sep-17| 4.9% B.7% B.9% 5.6% 4,1% 0.0% 11.3%
Dec-17| 3.9% B.3% B.2% B.9% 0.1% B.5% B.3%
2017  A4.9% B.5% B.7% 5.8% 4.7% B.ESE 10.8%

Source: Bloomberg, CEIC, OCBC Bank
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This publication is solely for information purposes only and may not be published, circulated, reproduced or
distributed in whole or in part to any other person without our prior written consent. This publication should not
be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments
mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the
markets provided is not necessarily indicative of the future or likely performance of the securities/instruments.
Whilst the information contained herein has been compiled from sources believed to be reliable and we have
taken all reasonable care to ensure that the information contained in this publication is not untrue or
misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy
or completeness, and you should not act on it without first independently verifying its contents. The
securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any
opinion or estimate contained in this report is subject to change without notice. We have not given any
consideration to and we have not made any investigation of the investment objectives, financial situation or
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the
recipient or any class of persons acting on such information or opinion or estimate. This publication may
cover a wide range of topics and is not intended to be a comprehensive study or to provide any
recommendation or advice on personal investing or financial planning. Accordingly, they should not be relied
on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a
financial adviser regarding the suitability of any investment product taking into account your specific
investment objectives, financial situation or particular needs before you make a commitment to purchase the
investment product. OCBC and/or its related and affiliated corporations may at any time make markets in the
securities/instruments mentioned in this publication and together with their respective directors and officers,
may have or take positions in the securities/instruments mentioned in this publication and may be engaged in
purchasing or selling the same for themselves or their clients, and may also perform or seek to perform
broking and other investment or securities-related services for the corporations whose securities are
mentioned in this publication as well as other parties generally.
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