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Strong 2022 GDP 13 FEBRUARY 2023

+ Malaysia’'s 4Q 2022 economic growth clocked in at 7.0% YoY (3Q: 14.2%), exceeding market expectations
(median Bloomberg) of 6.7% thanks to 1) seasonal spending such as year-end holidays, festive and election
spending, 2) better income conditions, 3) recovery in tourism activities, among others. All sectors recorded
positive growth - albeit at a slower pace compared to 3Q (refer Table 1). On the expenditure side (refer
Table 2), the expansion was contributed by still resilient domestic demand mainly in the private sector.

» For the full year of 2022, GDP growth registered an 8.7% YoY, the highest growth in 22 years (2000:
8.9%). However, on a QoQ seasonally adjusted basis, the economy shrank by 2.6% (4Q: 1.9%), the 1st
contraction since the nationwide lockdown during 2Q 2021 and 3Q 2021.

» While the year 2022 has ended with a robust GDP growth, only manufacturing (15.3%) and services (6.9%)
sectors had fully recovered to pre-pandemic (2019) levels while construction (-19.7), mining (-6.4%), and
agriculture (-2.6%) still lags. Despite overall recovery in the services sector, several sub-sectors have yet to
return to the pre-pandemic level which includes accommodation (-16.0%), food & beverage (-12.4%),
real estate (-8.8%), business services (-6.5%), and private education (-4.9%).
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» For 2023, we expect the GDP growth to moderate to a range of 4% - 5% amid softer global trade activities
and effects from OPR hikes gradually filters through the domestic economy. Nonetheless, the economy will
be driven by still resilient domestic demand given a tight labour market, continuous policy support, easy
credit (e.g. buy-now-pay-later schemes, credit cards), excess savings and China’s economy reopening.

+ On a side note, financing to the SMEs segment grew by 5.0% YoY (Non-SMEs: 1.8% YoY) in 2022 (2021:
SMEs: 5.7%; Non-SMEs: 3.8%). Sharp moderation was observed in the application (4Q: +0.3% vs 3Q:
+47.8%) and repayments (4Q: +14.6% vs 3Q: +32.9%) trend. This is because SMEs are cautiously managing
their operations amid rising cost and interest rates, in anticipation of global and domestic economic slowdown.

Figure 1: Quarterly Real GDP
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Services 58.2 32 1.9 12.0 16.7 8.9 10.9
Manufacturing 24.2 9.1 9.5 9.2 13.2 39 8.1

Agriculture 6.6 28 (0.2) (2.4) 12 1.4 0.1

Mining 6.4 (0.6) 03 (0.5) 9.2 6.8 34

Construction 35 (12.2) (5.2) 24 15.3 10.1 5.0

Real GDP - 3.6 31 8.9 14.2 7.0 8.7

Sources: DOSM, CEIC, BNM, and SME Bank Economic Research 1 | 3
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Figure 2: Percentage point (ppt.) contribution to GDP by economic activities
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components (2015p)

Aggregate domestic demand 93.1 1.9 1.7 13.0 1341 6.8 9.2
Private consumption 60.2 3.7 1.9 18.3 151 74 11.3
Private investment 154 (2.8) 2.6 6.3 13.2 10.3 7.2
Public consumption 13.2 1.6 5.3 2.6 45 24 3.9
Public investment 4.4 (3.4) (11.3) 3.2 13.1 6.0 53

Net exports 54 0.8 (4.1) (28.7) 18.7 234 (1.8)
Exports of goods & services 71.7 13.0 154 104 23.9 9.6 12.8
Imports of goods & services 66.3 14.5 17.7 14.0 244 8.1 14.2

Real GDP - 3.6 31 8.9 14.2 7.0 8.7

Sources: DOSM, CEIC, BNM, and SME Bank Economic Research Pag e?2 | 3




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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