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The content of this presentation is proprietary and confidential information of SME Bank Berhad. It is not intended to be distributed to any third party without the written consent of SME Bank Berhad.
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Environmental Scanning: Moving forward, which sectors to focus?
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Environmental Scanning:
Sectors with positive outlook; upside and downside risks

* Major infrastructure projects
such as MRT3 in Greater KL,
the Rapid Transit System Link
in Johor announced in Budget
2021 should spur growth of
construction projects and

unlock values around the
stations’ vicinity.

* The key downside risks
include political leadership

changes and/or a hung
Parliament, the resurgence
of Covid- 19 cases, tighter

SOP measures, labour
constraints and delays.

Civil Engineering

Under the digital content
fund 3.0, RM46 mil will be
distributed to help 81 local
production businesses.

* More than 3,175 new jobs in
the creative industry are
projected to be created.

» The video-on-demand
services are rising.

« Digital piracy costs the
Malaysian media and
entertainment industry about
RM3 bil each year.

« Malaysian entertainment
industry is a relatively small
industry, competing with the
influx of films from Hollywood
and South Korea.

Motion Picture, Video &
Television Programme
Production, Sound Recording
And Music Publishing Activities

Sources: EMIS, GlobalData Market Opportunity Forecasts, Various and SME Bank SCEA
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By 2023, ICT spending in
Malaysia could reach
USD25.2 bil. This spending
will be supported by a growing
rate of digital adoption and
cloud computing in Malaysia.
The Asia-Pacific IT services
sector is expected to be worth
USD619.6 bil in 2025, (2020:
+51.8% growth).

Competitive market. The IT
services sector is transitioning
from providing basic services
(outsourcing) to delivering
value-added services (analytics
consulting) which has higher-
margins.

Computer Programming,

Consultancy & Related
Activities
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Work-from-home and
virtual learning have
become the new reality.
Jendela’s aims to strengthen
the fibre network before the
launch of 5G services to
ensure better reach.
Introduction of 5G services,
which was postponed until
end-2022 or early 2023, will
be a watershed moment.

Capital intensive industry.
This sector requires operators
to have enough fund flows to
support escalating capital
requirement.

Telecommunications
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Environmental Scanning:
Sectors with positive outlook; upside and downside risks
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« The pandemic has
accelerated the adoption of

application software, data
analytics & cyber security.
* Cloud computing and

digital transformation
strategies will continue to
be in high demand.

« Dominated by international
players. SAP is the market

leader, along with Oracle and
Microsoft.
« Among local players,

noteworthy names include
HeiTech Padu and VADS
Professional Services.

Information Serivces
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Enjoys ready access to
feedstock - considerable crude
oil & natural gas reserves.
Sabah and Sarawak are
planning to increase
development of petrochemical
production capacities.

The Malaysian petrochemicals
industry will likely continue to
face considerable
competition as several
countries in the region are
ramping up capacity.

The issue will probably persist
for several years.

Mfg: Petroleum & Chemical

um

This industry has benefit from
the government’s National
Automotive Policies (NAP).

The NAP 2020 will maintain the
promotion of energy efficient
vehicles and support the
production of next generation
vehicles through an intensive
use of 4th Industrial Revolution
technologies.

The relatively high level of
dependence on domestic
market unveils two structural
weaknesses, which are high
vulnerability to the Malaysian
economic cycle and
considerably low international
competitiveness.

Mfg: Transport Equipment

USD527.2 bil worth of
semiconductor sales is
expected for 2021, +19.7%
increase from 2020.

In 2022, the global market is
forecastto grow by a
substantial 8.8%.

Key drivers include global 5G
rollout and robust fabrication
Investments in China.

Key downside risks include a
prolonged pandemic weighing
on economic growth and
sentiment, a heightened trade
war, weaker-than-expected
sales, and stronger Ringgit
against the USD.

Mfg: Electrical & Electronic

i ; . KEMENTERIAN péMBANGUNAN D s hasionat
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Environmental Scanning:

Sectors with positive outlook; upside and downside risks
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Global economic recovery
led to significant
Improvement in oil demand.
OPEC projects global oil
demand to pick up pace in
2H21, reaching 99.0 mb/d
(1H21: 94.1 mb/d) as greater
mobility in major economies
supports gasoline and on-
road diesel demand.

The resurgence of Covid-19
infections, as well as renewed
lockdowns in major economies
(Eurozone, Japan & India),
weigh on global recovery.
OPEC+ expects the
oversupply to return in 2H
2022.

Oil and Gas

Malaysia’s total health
expenditure is anticipated to
grow at a CAGR of 7.3%
between 2020 and 2024.

At this rate, Malaysia will
spend 4.76% of GDP on
healthcare in 2024.

Malaysia will have to continue
importing patented drugs
from other countries to treat
chronic diseases such as
cardiovascular disease and
cancer, pushing up medical
costs.

7 Sources: EMIS, Fitch Solutions, Various and SME Bank SCEA
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Total throughput in MYS ports
expected to return to positive
growth in 2021-22 amid global
recovery.

Port Klang, Port of Tanjung

Pelepas and other smaller ports,

have plans to expand their port
capacity significantly.

MYS ports also stand to gain
from the RCEP trade deal and
“China Plus One” strategy.
Recovery of the airport sector
unlikely in the near term.

Downside risks include
uncertainty on vaccine efficacy,
possibility of new waves, rising
protectionism and trade
tension. Domestic policy
uncertainty could also dampen
business confidence.

Port/Airport

The courier sector has spiked
in demand due to the e-
commerce boom, thanks to
digitalisation and busy lifestyles.
The pandemic has given
impetus to online shopping.
Convenience and attractive
deals will continue to drive the
courier business.

Competition is stiff given high
number of players, which
results in price wars and small
margins.

Low entry barrier. There were
109 courier service license
holders in the country as at
October 2020.
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Positive Outlook

Demand for disposable gloves
would grow by 15% CAGR for
the next few years, amid
higher consumption from the
medical segment.

Likely change in consumption
patterns, given increase
awareness.

New players estimated to add
6.5-10 bil pieces of glove
production capacity/year.
Oversupply situation may
happen post-2024.

Labour freeze still plagues the
industry. The glove industry
requires an additional 25,000
workers (in addition to the
existing manpower of 71,800).

Rubber Products

te P %

New opportunities in
renewable energy (RE),
especially solar energy, in line
with the 20% RE capacity mix
target by 2025.

Malaysia’s power
consumption is forecast to
grow at a CAGR of 2.5%
between 2019 and 2023.

The subdued economic
environment and the
protracted political
uncertainty may delay
iInvestments in new projects.
Intense competition for RE
projects may continue to push
down bid rates, increasing
earning risks.

Electricity & Gas

Sources: EMIS, Frost & Sullivan, Malaysian Rubber Glove Manufacturing Association, Fitch Solutions and SME Bank SCEA
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Moving forward: Which sectors to avoid?

Accommodation

Water transport Construction of
E. = Buildings
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These 6 sectors are badly hit by the pandemic.
Recovery will only happen post-pandemic or
In 2023. That said, we do not rule out the
possibility of a structural change (lifestyle or
consumption patterns), which may see the future
prospects of these sectors turning bleak.

Real Estate Publishing Activities
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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 portfoliostrategy.

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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