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Budget 2022, aimed at bolstering Malaysia’s recovery path, was tabled to the Parliament on
October 29. Itis the second budget under the 12" Malaysia Plan (2021-2025) (12MP). Themed
“Malaysian Family, Prosperous and Peaceful”, we laud the expansionary budget that revealed
the largest spending allocation of RM332.1 billion to date, a 3% increase from last budget.
Akin to Budget 2021, Ministry of Education (RM52.6 billion) and Ministry of Health (RM32.4
billion) remain the top 2 recipients.

Of the total budgeted amount, RM233.5
billion (70.3%) will be channelled to
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RM400 billion on DE under the 12MP
(2021 & 2022: 34.4% of the target), this
means it would need to earmark an
average RM87 billion per year on
development purposes for the next 3 -53
years. We Dbelieve the elevated -6.2.6.5°6-
development spending would prop up the
near-term growth trajectory and enhance Malaysia’s economic potential. Meanwhile, fiscal
deficit is projected to shrink to 6% of GDP in 2022, on account of revenue growth (+5.9%) and
rosier economic outlook in 2022. The government in its 3-year budgetary guidance, Medium-
Term Fiscal Framework 2022-2024, eyes a deficit of 5%, indicating a gradual fiscal
consolidation ahead.
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In line with our 2022 forecast, the
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in the civil engineering space and
measures to tackle affordable housing shortages, the construction sector is expected to chart
the strongest growth. The manufacturing sector’'s growth is likely to accelerate to 4.7%,
propelled by export-oriented industries, particularly the electrical & electronic subsector.

The MOF anticipates the services sector to grow 7% in 2022, benefitting from the pent-up
demand amid strengthening business and consumer confidence. For the tourism industry a
strong rebound of 28.9% is anticipated, given the resurgence of tourist arrivals and domestic
tourism following the lifting of interstate travel ban. As the wholesale & retail trade and
accommodation subsector contributes to about 40% of the SME sector's GDP, we are of the
view that the growth engine for the SME segment is on the right track to revive.
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In addition, the government, under Budget 2022, proposes a slew of programmes to assist
SMEs financially. An estimated total of RM14.2 billion or 4.3% of budgeted expense is
dedicated to the group. The much-needed injection is expected to bridge funding gap and
ease tight cashflow faced by SMEs.

Available programmes for SME entrepreneurs under Budget 2022
Allocation/Tax Amount

iTEKAD, a blended social finance programme RM20 million
Halal Product Digital Branding and Halal Product Marketability programme. RM25 million
Technological transformation incentive for SMEs RM45 million
A matching grant to Bumiputera SMEs to explore the aerospace industry RM100 million
SME Digitalisation Grant Scheme RM200 million
l\Rﬂils;i'iaScheme (Rehabilitation and Support Through Equity) by Bank Pembangunan RM500 million
Matching _metht_)d through c_aquity and quasi-equi_ty inve_stments viq funds led by_ SME Bank in RM600 million
collaboration with the Bumiputera Agenda Steering Unit & Bank Simpanan Nasional

Business Recapitalisation Fund by Bank Negara Malaysia (BNM) RM1 billion
Low Carbon Transition Facility RM1 billion
Agrofood Facility will be upsized by RM500 million RM2 billion
Targeted Relief and Recovery Facility by BNM to top up RM2 billion RM8 billion
Enhanced business financing guarantees by Syarikat Jaminan Pembiayaan Perniagaan RM10 billion
Micro SME entrepreneurs ar.e.eligible to re.ceive benefits of up to RM2,000 for e-commerce N/A
implementation activities, training in marketing and digital payments

SMEs allowed to postpone income tax instalments for six months until 30 June 2022 N/A

Sources: MOF and BNM

Besides, existing facilities under BNM — (1) the Micro Enterprises Facility, (2) SME Automation
and Digitalisation Facility, (3) PENJANA Tourism Financing, (4) All Economic Sectors Facility
and (5) High-Tech Facility — are still available. All in all, the SME financing extended by the
central bank stood at RM11.2 billion as at end-September 2021 (out of a total facility of RM31.1
billion).

SME Bank is also entrusted with 3 funds under Budget 2022 to help entrepreneurs, namely
(1) Industrialised Building System Promotion Fund 2.0, (2) Young Entrepreneur Fund 2.0 and
(3) SME Recapitalisation Fund, totalling RM900 million. We welcome businesses to reach out
to SME Bank for more details on these funds and other financing products.
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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 thatincome 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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