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Weak End to 2023; Maintain 2024 GDP Growth Forecast

¢ 4Q23 GDP growth disappointed, according to the advance estimates, barely
improving to 3.4% YoY from 3.3% in 3Q23.

o GDP growth averaged 3.8% YoY in 2023 versus official estimates of 4%. Despite
the weaker 2023 outturn, we maintain our 2024 GDP growth forecast of 4.2%.

« In terms of monetary policy, we expect Bank Negara Malaysia (BNM) to keep its
policy rate unchanged throughout this year.

The advance estimates showed that 4Q23 GDP growth barely improved to 3.4%
YoY from 3.3% in 3Q23, well below expectations (Consensus and OCBC: 4.1%).
Manufacturing sector growth remained weak, albeitimproving slightly (+0.1% YoY
versus -0.1% in 3Q23), consistent with still anaemic export growth. The biggest
surprise relative to our forecasts was the sharp slowdown in construction GDP
growth to 2.5% YoY from 7.2% in 3Q23. According to the Department of Statistics,
“the moderation...was influenced by civil engineering and residential buildings”.
Meanwhile, services sector GDP growth slowed to 4.7% YoY versus 5% in 3Q24,
broadly in line with expectations, and the mainstay for growth.

Separately, the December trade data that was released confirmed an anaemic
external demand backdrop. Export growth fell further to -10% YoY from -6.1% in
November, as commodities and electrical & electronics products exports
remained lacklustre. Import growth improved to 2.9% YoY from 1.5% in
November, driven mainly by intermediate goods imports. Capital goods import
growth slowed but remained robust, suggesting some improvements in
investment spending maybe forthcoming into 2024. Consumption goods imports
growth, however, fell to -0.7% YoY versus 2.4% in November. As a result, the trade
surplus narrowed to MYR11.8bn from MYR12.2bn in November.

GDP Supply-side: The advance estimates show that
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For 2023, GDP growth averaged 3.8% YoY, below official estimates of 4%. The
weakness in the 4Q23 print was disappointing. However, looking ahead, we
remain cautiously optimistic. We maintain our 2024 GDP growth forecast of 4.2%
YoY. The focus from the government on boosting infrastructure and investment
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Export growth disappointed in December 2023
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spending, resilient household consumption spending and a bottoming of the
electronics export downcycle (likely in 2H24) will support growth this year. In terms
of monetary policy implications, we expect BNM to keep its policy rate unchanged
at its 24 January meeting and indeed, through 2024.
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