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Growth On Solid Footing

e The 1Q24 GDP print was revised higher to 4.2%YoY compared to the advance
estimate of 3.9% (4Q23: 2.9%YoY).

e The revisions to the construction and services underscore solid domestic
demand, corroborated by higher investments and resilient household spending.

e This 1Q24 print is consistent with our full year 2024 GDP growth forecast of 4.2%.
We continue to expect BNM to keep its policy rate unchanged in 2024.

1Q24 GDP growth was revised higher to 4.2% YoY from the advance estimate of
3.9% (4Q23: 2.9%). This upward revision is broadly consistent with our view
(OCBC: 4.0%; Consensus: 3.9%). The economy recorded sequential growth of 1.4%
QoQ SAin 1Q24 from -1.0% in 4Q23.

On the supply-side, upward revisions were made relative to the advance estimates
for almost all key sectors. Growth in the services sector was revised higher to 4.7%
YoY from 4.4% in the advance estimate along with growth in the construction
(11.9% from 9.8%), mining (5.7% from 4.9%) and agriculture (1.6% from 1.3%)
sectors. Manufacturing sector growth was unchanged at 1.9% YoY. Notably,
growth in all sectors, expect for agriculture, were higher compared to 4Q23.

GDP Supply-side: Construction, services, agriculture and mining
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The upward revisions in the services and construction sectors underscore solid
domestic demand conditions. This is corroborated by higher investment spending
and resilient household spending. Investment spending rose to 9.6% YoY versus
6.4% in 4Q23 supported by the private and public sectors. Household spending
growth picked up to 4.7% YoY versus 4.2% in 4Q23. Public consumption spending
also picked up in 1Q24 but will likely need to moderate in subsequent quarters, in
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line with the fiscal consolidation agenda. Domestic final demand contributed 5.7pp
to 1Q24 GDP growth from 4.5pp in 4Q23.

Mirroring this, import growth was solid (8.0% YoY in 1Q24 versus -2.6% in 4Q23)
while export growth picked up to 5.2% versus -7.9% in 4Q23. As a result, the
negative contribution of net exports narrowed to 1.4pp from 4.0pp in 4Q23.
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Meanwhile, the current account surplus widened to MYR16.2bn (3.3% of GDP) in
1Q24 from MYRO0.9bn (0.2%) in 4Q23. The secondary income account flipped to a
surplus of MYRO.3bn from a deficit of MYR2.2bn in 4Q23 while the primary income
deficit narrowed to MYR8.8bn from MYR20.3bn in 4Q23. The goods balance
recorded a modestly higher surplus (MYR32bn from MYR30.8bn in 4Q23) while
services deficit narrowed only slightly (MYR7.3bn from MYR7.4bn).

Current account surplus widened to 3.3% of GDP in 1Q24 from 0.2% in
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The capital and financial account deficit narrowed marginally to MYR18.7bn from
MYR20.1bn in 4Q23. Net FDI recorded outflows of MYR6bn, more than reversing
inflows of MYR5.2bn in 4Q23. Net portfolio outflows rose to MYR23.7bn from
MYR6.0bn in 4Q23 while the net financial derivates and other investments accounts
shifted to surpluses from deficits in 4Q23.
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The 1Q24 print suggests that our full year 2024 GDP growth forecast of 4.2% is
achievable. The bottoming of the global electronics downcycle by 1H24, higher
investment spending in line with the government’s medium-term economic
development agenda and resilient household spending will be the main drivers of
growth this year, in our view.

Resilient growth prospects and solid external balances amid benign inflationary
pressures will allow Bank Negara Malaysia to keep its policy rate unchanged in
2024, under our baseline. The key risk to our forecasts is from the timing and
mechanism regarding the introduction of targeted fuel subsidies.
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