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Malaysia, among nations, hit by Trump’s reciprocal tariff announcement "#5ii SME BPMB
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What happened?
PP 160
/- US President Donald Trump unveiled reciprocal tariff measures on 2 April 2025, imposing a minimum —~ 140 Thailand - e
10% tariff on all countries and higher tariff (up to 50%) involving 185 countries i.e 24% tariff on Malaysia. X Indonesia Sri Lanka
» 120 :
« Recently, Trump has paused the reciprocal tariffs for 90 days until 14 July 2025, except for China. ) Cambodia \
However, a minimum 10% tariff will still be charged. £ 100 China
. . . .. . h K
» This measure came as US aims to reduce its country’s trade deficit, raise government revenue and protect g 80 South Koréa \ _
domestic industries. S oo Japan Vietnam
Total effective tariff rate = 145%
« Among the highest tariffs globally are China (125%), Lesotho (50%), Saint Pierre and Miquelon (50%), g 0 EUL Iraq (1023502 rggi;icii'taiﬁﬁ existing 20%)
Cambodia (49%), Laos (48%), Madagascar (47%), & Vietham (46%). 2 Switzerland
. All_items imported by the US will be affected by the tariff with the exemptions of copper,| & 20 § N\ Malaysia Sive bubbe eaual fo frade defic t
pharmaceuticals, semiconductors, lumber articles, certain critical minerals & bullions, energy & energy 0 Philippines 126 bubble equal fo trade detictt amoun
products, laptops and desktop computers, smartphones, communication devices, computer components 0 30 60 90 120
and storage devices. US reciprocal tariffs = [(Imports-Exports)/Exports]/2

24% tariff, but among lowest in
ASEAN and Asia economies

Ranked 13th trade deficit among
importers in US

US trade with Malaysia in deficit,
but has narrowed in recent years

US reciprocal tariffs (%)

China S 125

: US trade with Malaysia (USD bil)
Cambodia s 49

China (USD319.1 bil)

Laos M 48 80
Vietham s 46
SriLanka m—— 44 60 N
Myanmar IES——— 44 _ ) 40
Bangladesh mm— 37 Mexico (USD175.9 bil)
Thailand s 36 20 —

Indonesia ——— 32

Taiwan m——— 32 0 I
Pakistan s 29 Vietnam (USD129.4 bil) -20 I I I I I I I

India e 26
South Korea mmmsssm 25 -40
Japan mmmmmm—m 24
| Malaysia w24 -60

Brunei mmmmmmm 24 2017 2018 2019 2020 2021 2022 2023 2024

Philippines w17 - :
SiLZ)gQZ?Z 10 13 Malaysia (USD26.1 bil) wm Trade balance ——Import —Export

p) Sources: CEIC, US government, UN Comtrade & SME Bank Economic Research
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Higher average US tariff World bank scenario analysis on US tariff

US trade deficits and average effective With an assumption of 10% increase in US tariffs on imported goods, the tariff is
US tariff rate expected to negatively affect US’s GDP more than the World
f——
3.5 I I I Impact on World and US GDP (ppt)
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The following adjusted growth figures reflects impact of tariffs:

US headline inflation
and GDP growth (%)

10.0

Global GDP growth % Yoy US GDP growth
% YoY
3 26 28
3.5 25 2.3
: 3 2.7 2 s
I 2.5 2.5 1.5 14
| 24 1
I 2 0.5
|
4.0 | | 1.5 0
' —Growth -== Avg 2015-19 2024 2025f Avg 2015-2019 2024 2025f
~ Headiine Inflation — Without retaliation —  \With retaliation

3 Sources: CEIC, Bloomberg, World Bank’s Jan 2025 Economic Outlook & SME Bank Economic Research
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e Risks & Opportunities Malaysia’s export to US by products Malaysia’s export to China by products
Malaysia trade destinations % share % share
o Taiwan Products A B C Products A B C
States 6.1% E&E 8.0 60.4 20.0 E&E 45 36.2 1.3
" 11.3% Non-semiconductor 4.2 32.1 30.0 Semiconductor 3.5 28.4 13.8
INa .
16.8% ’;‘;?,/" SCEEe o S0 252 L2 Non-semiconductor 1.0 7.8 6.9
Othere M|§cellaneous manufacture & 11 85 235 Petroleum. gas & other energy
articles 14 11.0 9.5
10.1% South Korea . . ‘g prOdUCtS
3.8% Profesglongl, scientific and 0.8 6.3 22.6 Iron, steel, non-metallic mineral
controlling instruments 1.0 7.9 14.0
products
Machinery, equipment & parts 0.6 4.4 12.7 .
* Malaysia’s total trade with US ranked 3 among Y, Squp _ P Chemicals and related products | 0.9 6.9 16.6
nations/region after China and Singapore. Ir;?:érsatleelr’orc]lﬁg;;netamc 06 4.3 8.0 Miscellaneous manufactured 05 o4 67
« MOF estimated in Budget 2025 that 1ppt reduction in US P articles ' ' '
GDP will reduce 1.71ppt of Malaysia’s gross export to US, Wood and paper products 0.6 4.2 23.3 Plastic products 0.7 57 308
translating to 0.12ppt reduction in Malaysia GDP growth. Furniture and parts : : :
thereof 0.4 3.2 47.0 Profess.iongl, scientific and 0.5 44 14.9
controlling instruments
- Diversify exports market to ASEAN, Middle East, Africa | ubber products 05 | 39 | 21 Wood & paper products 05 | 39 | 204
* Move up value chain from intermediate to finish goods Rubber gloves 0.4 3.1 39.9 _
« Explore reshoring & nearshoring of supply chains Chemicals and related Furniture and parts thereof| 0.0 0.0 0.6
products 0.2 1.8 4.5 Animal & vegetable oils, fats & 05 36 8.2
« Higher import prices from US and its supply chain Others 08 6.2 57 waxes (including crude related)
* Risk of dumping and deflationary pressure in our . Others 1.7 13.9 11.6
domestic market Textiles, apparels and 0.1 11 114 :
footwear ' ' ' Textiles, apparels and 0.1 08 8.3
| _______________________________ o
I Malaysia imposed anti-dumping measure (up to 37.1%) on imported iron : Total 13.2% | 100% - B
& non-alloy steel from several countries since 2019 (Vietnam) and 2025 Total 12.4% | 100% -
|
|

Vietnam’s product sold is still 3x cheaper than local. A = Diversification Malaysia’s export to US/ China
——————————————————————————————— i B = Concentration Malaysia’s export to US/ China
C = Exposure Malaysia’s exporter by products to US/ China

[
: (India, Japan and South Korea). However, even after import tariff, Notes:
[

4 Sources: CEIC, Bloomberg, DOSM, UN Comtrade, MOF, MITI, & SME Bank Economic Research
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New strategies announced in Special
Parliamentary Meeting on 5 May

e Malaysia’s total trade with US (11.3% share) ranked 3™ among nations/region after China (16.8%) & Singapore (13.8%).

*  With the imposition of US tariff (24% on Malaysia), sectoral impact/ impact on firms may vary depending on their contracts, products &

pricing competitiveness, as well as market share/concentration.

* All items imported by the US will be affected by the tariff with the exemptions of copper, pharmaceuticals, semiconductors, lumber
articles, certain critical minerals & bullions, energy & energy products, laptops and desktop computers, smartphones, communication

devices, computer components and storage devices.

SMEs Aids & Financing
\_|-1

1. RM1.5 bil in govt guarantees and financing,
including RM500 mil allocated for soft loans, to
assist SMEs impacted by US tariffs.

2. Raised Quotation Limit to RM3 mil from RM1 mil

e Malaysian exporters that could be directly affected by this 24% tariff include sectors such as furniture & parts, rubber gloves, textiles, for Small-Scale Contractors (G1 to G4)

apparels and footwear, and plastic products.

Who could be impacted?

Direct players Indirect players (supply chain)
* Manufacturers « Raw material suppliers
* Trading compapies « Packaging providers
* Real estate

Importer to Exporter to (Warehousg/ factory)
bear cost: bearcost: ° |ansportation
Shipment Contract to (automotive  spare
contract to port,  deliver to parts) & logistics
clearance by warehouse/ Legal/ ICT/ aftersales
US local vendor/  factory/shop support/ agents/
company custom brokers/

financial institutions etc
Investment flows

- China-linked company (Maxeon) exits Malaysia’s solar market.
The company has put up for sale a 126-acre industrial site in
Melaka (29 Mar 2025)

+ Semiconductor giant (Advanced Micro Devices) eyes Malaysia
as hub for advanced chip packaging and design in Penang &
Cyberjaya (6 May 2025)

+ Taiwan ASE has launched its 5" plant in Penang, significantly
enhancing its chip packaging and testing capabilities (718 Feb 2025)

Substitution vs dumping

3. Raised Balloting Limit for maintenance work to
RM200K from RM100K
4. RM50 mil allocation to help SMEs diversify their

+ Given that China's tariff (>145%) is significantly higher than markets and support export
Malaysia’s, Malaysian products could be more marketable in the
US market, providing us the opportunity to be substitutes for

China.

New Export Facilitation & i

- However, China’s products may flood/be dumped to other markets Trade Negotiations A
at lower prices due to excess supply (unfavourable to Malaysian
products that are in direct competition locally & those markets)

Selected US import share by products where Malaysia ranks top (2024):

i

Textiles, aluminium, ceramics, and steel may face tougher
competition from high-volume, low-cost producers.

1. MITI will be the sole issuer of non-preferential
certificates of origin (NPCO) starting 6 May 2025.

Small firms without the capacity to produce and sell at scale 2. 4 demands from the United States:
will struggle to compete a) Address Non-Tariff Barriers (NTBs): wants

Rubber gloves:

1. Malaysia (46.1% share)

2. China (21.2%)
3. Thailand (21.1%)

Vacuum:

1. Vietnam (31.4%)
2. China (29.6%)
3. Malaysia (14.1%)

Malaysia to improve trade-related
processes, such halal certification process,

Semiconductor: which they claim is slow

E.i(;l;:.; 1. Malaysia (20.3%) b) Reduce Trade Deficit

17F 2. Taiwan (18.8%) c) Sa.feguard QS Technology- prevent the

T 3. Vietnam (11.3%) misuse o.r |IIe_gaI rfa-expc.)rt of US-ma.de
8. China (3.3%) technologies (like microchips) to countries
under US sanctions.

E&E (Display): d) Invest in US Industries: urging Malaysia to
1. Vietnam (30.3%) support and invest more in sectors they
2. China (18.8%) have identified for reciprocal support.

=" 3. Canada (9.7%)
4. Malaysia (8.7%)

Sources: CEIC, Bloomberg, DOSM, UN Comtrade, MOF, MITI, & SME Bank Economic Research



Disclaimer *138t SME BPMB

Malaysia Development Bank

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. The contents do not imply or make any reference to the operations of the BPMB Group or its sister company, EXIM Bank. 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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