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OVERNIGHT POLICY RATE

MAINTAIN ¢=> AT: 2.00%

Bank Negara Malaysia (BNM) has maintained the
overnight policy rate (OPR) at 3.00% (Sep: 3.00%)

ECONOMIC GROWTH AND RISKS

GLOBAL

DOMESTIC

Resilient domestic demand

Strong labour market conditions

« Signs of recovery in the E&E sector
« Signs of improvement in China’s growth .

exports

» Further improvement in the tourism sector
Support from the expected recovery in E&E

Continued employment and wage growth

* Progressing multi-year infrastructure projects

o « Slowing growth momentum in major .
economies national master plans
» Persistently elevated inflation
« Escalation of geopolitical tensions .
« Sharp tightening in financial market conditions 0

production

Implementation of catalytic initiatives under the

Weaker-than-expected external demand
« Larger and protracted declines in commodity

CPI INFLATION
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KEY TAKEAWAY

« BNM has maintained OPR at 3.00% for the 3" straight meeting, in line
with our expectation amid moderation in inflation.

« In 3Q 2023, headline and core inflation averaged at 2.0% and 2.6% (2Q:
2.8% and 3.4%) respectively.

« Nonetheless, risk to inflation outlook is highly subjected to (1) changes to
domestic policy on subsidies and price controls, (2) global commodity prices,
and 3) financial market developments.

« Meanwhile, advance GDP estimate for 3Q 2023 points to a slight
improvement (3.3% vs 2.9% in 2Q). Official GDP forecast for 2023 was
revised to 4% from 4% to 5% range, previously — indicating a modest
economic performance in the 4Q.

« Going into 2024, the economic growth will be driven mainly by resilient
domestic expenditure while inflation is expected to remain modest.

« At this juncture, we expect BNM will continue to hold rates at 3.00% in
2024.
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The monetary policy committee...

...reiterates that its monetary
policy stance remains
supportive of the economy

...remains vigilant to
ongoing developments

...ensures that monetary
policy remains conducive to
sustainable economic
growth amid price stability
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DISCLAIMER

SME BANK has exclusive proprietary rights in the data or information provided herein. This document is the property of SME BANK and is protected
by Malaysian and international copyright laws and conventions. The data and information shall only be used for intended purposes and not for any
improper or unauthorised purpose. All information contained herein shall not be copied or otherwise reproduced, repackaged, transmitted,
transferred, disseminated, redistributed or resold for any purpose, in whole or in part, in any form or manner, or by any means or person without SME
BANK’s prior written consent.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make
an offer, to buy or sell any securities or other investment or any options, futures or derivatives related to such securities or investments. It is not
intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness of investing
in any securities, other investment or investment strategies discussed or recommended in this report and should understand that statements
regarding future prospects may not be realised. Investors should note that income from such securities or other investments, if any, may fluctuate and
that price or value of such securities and investments may rise or fall. Accordingly, investors may receive back less than originally invested. Past
performance is not necessarily a guide to future performance. Any information relating to the tax status of financial instruments discussed herein is
not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular
circumstances from an independent tax professional.

Any opinion, analysis, observation, commentary and/or statement made by SME BANK are solely statements of opinion based on information
obtained from sources which SME BANK believes to be reliable and therefore, shall not be taken as a statement of fact under any circumstance.
SME BANK does not and is in no position to independently audit or verify the truth and accuracy of the information contained in the document and
shall not be responsible for any error or omission or for the loss or damage caused by, resulting from or relating to the use of such information.
Analysts based in SME BANK offices produce research on macroeconomics, equities, fixed income, currencies, commodities and portfolio strategy.

SME BANK and its affiliates, subsidiaries and employees shall not be liable for any damage or loss arising from the use of and/or reliance on
documents produced by SME BANK or any information contained therein. Anyone using and/or relying on SME BANK document and information
contained therein solely assumes the risk in making use of and/or relying on such document and all information contained therein and acknowledges
that this disclaimer has been read and understood, and agrees to be bounded by it.
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