Brighter Outlook for 2022 but Headwinds Remain Dec 2021
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Following the ease on economic restrictions in 4Q 2021, our domestic economy has begun to
pick up speed. Sales value of wholesale and retail trade recovered to positive growth in
October, rebounding 5.4% y-0-y to regain its pre-pandemic level at RM116.4 billion.

Supported by the reopening of various economic sectors and interstate travel, the increase in
sales value of wholesale and retail trade was mainly contributed by all sub-sectors. Led by (1)
wholesale trade at 4.4%, where its sub-component of wholesale of food, beverages and
tobacco grew 10.6%; (2) retail trade at 5.1%, attributed to its sub-component of retail sales in
non-specialised stores which increased 8.2%; and (3) motor vehicles at 10.2%. Businesses in
all sectors are expected to improve over the next 6 months.

The manufacturing sector also recorded the strongest expansion in new orders in November,
the second-consecutive month of increased production since April.

In addition, the recent drop in jobless claims for both tourism and non-tourism related claims,

is viewed positively. So is the labour market condition, which improved further, as
unemployment rate retreated to 4.3% in October (September: 4.5%).
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Looking ahead, sturdy global trade growth and improvements in supply chains will benefit
Malaysia’s export-oriented industries. For 2022, we are cautiously optimistic and forecasts
GDP to grow between 5.5% - 6.5% (2021: 3.0% - 4.0%).

The growth momentum is expected to improve amid better labour market conditions and
continuous policy support. Re-opening of the economy is greatly beneficial to the services
industry. Moreover, higher public sector expenditure will also support GDP, given the solid
24% growth in public investments and development allocations next year, in line with the
medium-term direction under the 12th Malaysia Plan.
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Nonetheless, Covid-19 pandemic is not behind us yet. While we expect the economy to
maintain its recovery trajectory in 2022, uncertainties such as the Omicron variant could slow
the pace of global and domestic growth, especially if government around the world re-impose
mobility restrictions. This would undermine the rebound in economic output, exacerbate
supply chain woes and add to inflationary pressures.

As everyone adapts and adjusts better to the post-pandemic operating environment, we are
confident that SMEs are resilient and will regain their footing. Higher vaccination rate and
greater adaptability to remote work, as well as increased automation and digitalisation have
allowed livelihood to continue. As at 21st December 2021, 78% of Malaysia’s population have
been fully vaccinated (2 dose), of which 18.5% have received their 3rd booster shot.

For Malaysia’s Budget 2022 related analysis, kindly refer to Snapshot Budget 2022 , SME
friendly Budget 2022 to spur post-Covid recovery and Budget 2022 Deep Dive that are
available on SME Bank’s website. In the National Budget 2022 announcement, 3 specific
funds totaling RM900 million will be channeled through SME Bank to assist and further support
entrepreneurs. Do feel free to talk to our Bank representatives for more information.
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https://www.smebank.com.my/images/scea/Budget_Snapshot_Budget_2022.pdf
https://www.smebank.com.my/images/2021/d/SME_friendly_Budget_2022.pdf
https://www.smebank.com.my/images/2021/d/SME_friendly_Budget_2022.pdf
https://www.smebank.com.my/images/2021/Budget_Budget_2022_Deep_Dive.pdf
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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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