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International Performance
Moderate global growth

Global growth continued at a moderate pace
in the first quarter of 2015. The US economy
continued to lead growth in advanced
economies backed by private consumption
and investment. The euro area has shown
an encouraging improvement as a result of
monetary stimulus packages by the European
Cenftral Bank (ECB), lower global oil prices,
increased household spending and a weaker
euro that has stimulated exports. Likewise, in
Japan there were indications of a gradual
recovery backed by export growth amid a
weak yen. However, China’s economy grew
at its slowest pace in six years mainly due
to a moderatfion in external trade.

In the first quarter of 2015, the US economy
grew by 3% (Q4 2014: 2.4%) mainly driven by
increases in private consumption expenditure
of 3% (Q4 2014: 2.9%) and private investment
at 7.8% (Q4 2014: 5.4%) despite downward
pressure from severe weather and the stronger
dollar. Housing market indicators such as
housing starts picked up at 4.3% (Q4 2014: 2%),

Global economy expands at moderate pace
Malaysian economy remains resilient
Growth driven by firm domestic economic activities

Malaysian economy is expected to remain on a steady growth path

while building permits increased significantly
t0 6.2% (Q4 2014: 0.7%). However, the Institute
for Supply Management’s (ISM) manufacturing
index weakened to 52.6 points (Q4 2014: 57.7
points), largely due to a slowdown in texfile
production. Similarly, the non-manufacturing
index fell to 56.7 points (Q4 2014: 57.5 points)
mainly due to a contraction in the mining
industry. The unemployment rate was lower
at 5.6% (Q4 2014: 5.7%) following increases
in employment in the healthcare sector.
Meanwhile, declining energy and gasoline
prices led to deflation of 0.2% (Q4 2014: 1.3%).

REAL GROSS DOMESTIC PRODUCT FOR SELECTED COUNTRIES
(% annual change)
2013 2013 2014 2014 2015

Ql Q@2 Q4 Ql Q@2 @ Q4 Ql
Developed Economies
United States 22 17 18 23 31 2.4 19 26 27 2.4 30
Japan 1.6 03 11 27 25|00 24 03 -14 08 na
UK 17 09 17 16 24 | 28 27 29 28 30 2.4
Euro Area 04 -12 06 03 05 09 1.1 08 08 09 1.0
Asia
China 7.7 75 78 717 717 7.4 74 75 73 73 70
South Korea 30 21 27 34 37 33 39 34 33 27 2.4
ASEAN 5
Indonesia 56| 56 56 55 56 | 51| 51 50 49 50 | 47
Philippines 72 77 79 70 63 6.1 56 64 53 6.9 n.a
Singapore 4.4 27 41 55 54 29 46 23 28 2.1 2.1
Thailand 29 54 29 27 06 0.7 05 04 06 23 n.a
Malaysia 47| 43 46 49 50 | 60 | 63 65 56 57 5.6
'Advance esfimates
n.a - not available
Source: National sources and International Monetery Fund (IMF)




Economic activity in the euro area increased
marginally by 1% (Q4 2014: 0.9%) in the first
quarter of 2015, supported by improved
performances in some of the major
economies in the region. Growth was largely
contributed by lower oil prices, positive
business and consumer sentiments as well as
the implementation of the ECB quantitative
easing (QE) programmes. Improvements
were also seen in the labour market with
the unemployment rate moderating to 11.3%
(Q4 2014: 11.5%). Meanwhile, the region fell
into deflation at 0.3% (Q4 2014: 0.2%), mainly
from plummeting global oil prices.

In Germany, GDP grew, albeit at a slower pace
of 1% (Q4 2014: 1.5%), supported by lower ail
prices and increased private consumption as
consumers benefited from rising employment
opportunities and improving wages. However,
on the supply side, industrial output increased
by 0.5% (Q4 2014: 0.7%). The unemployment
rate was slightly lower at 4.8% (Q4 2014: 4.9%),
while deflation was at 0.2% (Q4 2014: 0.4%)
mainly due to a slump in global oil prices.

GDP growth in France was higher at 0.7%
(Q4 2014: 0%), mainly supported by improved
performance of the industrial sectors. Industrial
outputrose by 1% (Q4 2014: -1.3%), particularly
due to higher production in the mining, quarrying,
energy and water supply industries. Activifies
in the construction sector declined further
by 6% (Q4 2014: -3.6%) as large fixed capital
investments were postponed. Meanwhile, the
economy registered a deflation of 0.2% (Q4 2014:
0.3%) on account of falling global oil prices.

Economic activity in the UK slowed down,
registering a growth of 2.4% in the first
quarter of 2015 (Q4 2014: 3%). The slower
growth was largely attributed to lower activity
across the main economic sectors, especially
constfruction. Output of the construction sector
declined by 0.8% (Q4 2014: 4.5%), mainly
due to lower demand for new orders, repair

and maintenance works. Similarly, industrial
output growth decelerated further to 0.5% (Q4
2014: 1%). Nevertheless, the services sector
contfinued to support the overall expansion
with outfput increasing by 3.1% (Q4 2014:
3.4%), backed by healthy performance of
the transport, storage and communication as
well as the distribution, hotel and restaurant
subsectors. Meanwhile, inflation was at its
lowest at 0.1% (Q4 2014: 0.9%) following lower
fuel and food prices.

Japan showed a gradual recovery during the
first quarter of 2015. Growth was supported
by stable increase in exports with confinued
depreciation of the yen. Inflation moderated
to 2.1% (Q4 2014: 2.7%) on account of lower
fuel and energy prices.

China’s economy grew at a slower pace
of 7% (Q4 2014: 7.3%) mainly due to the
moderation in external frade. Export growth
was lower at 4.9% (Q4 2014: 8.9%) as weak
domestic and foreign demand significantly
affected the output of factories. Investment
in fixed assets increased by 14.5% (Q4 2014:
11.5%), largely supported by activities of
state-holding enterprises despite a slower
growth of foreign investment by 33.5%. The
manufacturing sector weakened as reflected
in the Purchasing Managers’ Index (PMI)
which averaged 49.9 points (Q4 2014: 50.4
points) as new businesses were affected by
weak demand. The Consumer Price Index
(CPI) eased to 1.2% (Q4 2014: 1.5%) due to
sluggish consumer demand. The People’s
Bank of China cut its key interest rate by 25
basis points to 2.50% to mitigate deflationary
pressures and support the economy.

Korea's GDP growth moderated slightly to
2.4% (Q4 2014: 2.7%). as facility investment
and exports remained flat while private
consumption grew marginally by 1.5% (Q4 2014:
1.4%). The economy also benefited from the
turnaround in the construction sector at 0.7%



(Q4 2014: -1.5%), mainly due to the increase
in residential building projects. Growth in the
manufacturing sector was slower at 0.7% (Q4
2014: 2.4%). Meanwhile, the services sector
grew at a stable pace of 3.1% (Q4 2014:
3.1%) supported by the increase in finance
and insurance, real estate and leasing as
well as health and social work subsectors.

In the ASEAN region, Indonesia’s GDP
moderated to 4.7% (Q4 2014: 5%). Growth
was affected by slower expansion in private
consumption and government spending. The
inflation rate remained high at 6.5% (Q4 2014:
6.5%) conftributed by increases in prices of
fransportation and communication services, as
well as food. Bank Indonesia lowered its policy
interest rate by 25 basis points to 7.50% in February
2015 as it expected inflation to frend down.

Singapore’s GDP grew by 2.1% (Q4 2014:
2.1%) due to strong growth in the construction
industry and services sector. The construction
industry expanded strongly by 3.3% (Q4
2014: 0.7%), contributed by an increase
in private construction activities. The
services secftor maintained its growth at
3.1% (Q4 2014: 3.1%), following increases in
the wholesale and retail trade as well as
business services sectors. However,
the manufacturing industry
contracted further by 3.4% during the
quarter (Q4 2014: -1.3%). The contraction was
mainly due to reduction in outputin the transport
engineering, electronics and precision
engineering clusters.

Malaysian Economy

Economy continues to expand

The Malaysian economy remained resilient
to record a steady growth of 5.6% in the

first quarter of 2015 (Q4 2014: 5.7%), despite
uncertainties in the external environment.

Growth was supported by strong domestic
economic activity, particularly private
consumpfion and investment. On the supply
side, the services sector sustained a growth
of 6.4% (Q4 2014: 6.6%) supported mainly
by wholesale and retail trade, information
and communication as well as business
services subsectors. Meanwhile, growth in the
manufacturing sector further strengthened
by 5.6% (Q4 2014: 5.4%), boosted by better
performance of export-oriented industries,
particularly the electrical and electronics (E&E)
as well as transport equipment subsectors. The
construction sector grew at a stronger pace
of 9.7% (Q4 2014: 8.8%) on account of higher
activity in the non-residential and residential
subsectors. Similarly, the mining and quarrying
sector recorded a robust growth of 9.6% (Q4
2014: 9.5%) following higher production of
crude oil. However, the agriculture sector
declined further by 4.7% (Q4 2014: -3.7%)
due to lower production of oil palm as well
as forestry and logging activities.

REAL GROSS DOMESTIC PRODUCT
(% annual change)
Supply Side

2013 2013 2014 2014 2015

Ql Q@2 Q3 Q4 Ql Q2 Q3 Q4 Q1

GDP 47 43 48 49 50 6.0 63 65 56 57 5.6
Agriculture 19| 67 01 1301 2.1 26 67 34 37 -4.7
Mining 12 |1-12 48 20 06| 33| -01 21 14 95 9.6
Manufacturing 3.4 | 06 37 43 50| 62 | 70 73 53 54 5.6
Construction 108 [ 133 99 104 100 | 118 [ 193 100 97 88 9.7
Services 60 | 61 52 60 65| 66| 68 64 65 66 6.4

Source: Department of Stafistics, Malaysia.

Strong domestic economic activity

Domestic demand recorded a strong growth
of 7.9% (Q4 2014: 5.7%) driven by buoyant
private consumption and investment activity,
while public investment furned around. Private
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consumption strengthened by 8.8% (Q4 2014:
7.6%) supported by continued wage growth
and lower inflation as well as pre-Goods
and Services Tax (GST) spending. Private
consumption was also supported by increased
spending especially on food and beverage
as well as other daily necessities following the
massive floods in the east coast. The increased
private consumption was reflected in major
consumption indicators such as credit card
spending, passenger car sales and imports
of consumption goods. Meanwhile, public
consumption grew by 4.1% (Q4 2014: 2.5%)
attributed to higher overall Government
spending on supplies and services.

REAL GROSS DOMESTIC PRODUCT
(% annual change)
Demand Side

2013 2013 2014 2014 2015
Ql Q@2 Q3 Q4 Ql Q2 Q3 Q4 Ql
GDP 47 43 46 49 50 60 | 63 6.5 56 57 56

Dom. demand' 73 72 72 8.1 68| 59 | 76 56 50 57 79
Consumption 70 52 7.7 78 70 64 | 80 &1 64 63 79

Investment 82 | 125 59 88 &l 48 | 67 69 13 43 79
Exports 03 | 35 46 42 51 5.1 79 87 26 19 | 06
Imports 17 | 24 -4 38 69| 42 | 78 45 20 26 10

! Excluding change in stocks.
Source: Department of Stafistics, Malaysia.

Gross Fixed Capital Formation (GFCF) registered
a higher growth of 7.9% (Q4 2014: 4.3%)
supported by both private and public sectors.
Private investment expanded further by 11.7%
(Q42014:11.1%) mainly supported by capital
spending in the manufacturing and services
sectors. The expansion in investment activities
was reflected by indicators such as sales
of commercial vehicles, imports of capital
goods as well as banking system loans and
advances. Public investment turned around
by 0.5% (Q4 2014: -1.9%) driven by Federal
Government investment in existing projects
especially in the fransport and education
subsectors.

PRIVATE CONSUMPTION INDICATORS
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Growth driven by services sector

Growth in the services sector was sustained
at 6.4% during the first quarter of 2015 (Q4
2014: 6.6%), with all subsectors remaining
strong led by wholesale and retail trade. The
final services group increased by 7.8% (Q4
2014: 7.7%) mainly supported by wholesale
and retail trade. Likewise, the intermediate
services group grew by 5.7% (Q4 2014:
6.1%) supported by the information and
communication as well as real estate and
business services subsectors.

The wholesale and retail trade subsector
expanded at a stronger pace of 9.8% (Q4
2014: 9.4%), supported by the wholesale,



retail and motor vehicle segments. The retail
segment recorded the highest growth of
10.7% (Q4 2014: 10%) due to stronger sales
at non-specialised and specialised stores.
The wholesale trade segment grew by 9.6%
(Q4 2014: 9.4%) driven by other specialised
wholesale, non-specialised wholesale trade
and wholesale on a fee or confract basis. The
motor vehicle segment rose at a stronger rate
of 7.6% (Q4 2014: 7.5%) in line with atfractive
incentives offered by dealers ahead of the
GST implementation. Meanwhile, the food &
beverages and accommodation subsector
expanded by 7.3% (Q4 2014: 7.5%) owing to
stronger performance of food & beverage
(8.5%) and accommodation (3.4%) segments.

SERVICES SECTOR
(% annual change)

2013 2013 2014 2014 2015
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4| Q1

Infermediate services 54 | 64 47 55 51 59 | 61 52 62 61

Transport and storage 46 | 38 42 51 53 52 | 48 48 52 60 57
Information and communication 91 [ 71 91 106 96 98 [103 96 96 98| 96
finance and insurance 20 [ 61 04 11 08 23 | 27 09 32 24| 19
Real estate and business services 80 | 82 77 81 81 80 | 82 76 78 83| 76

Final services 59 187 & 55 72 73170 72 70 77| 78

Utilties 44 | 44 43 41 47 38 | 32 29 50 39| 37
Wholesale and retail frade 63 | 58 50 57 84| 89 | 85 93 84 94| 98
Food & beverages and accommodation 59 | 66 50 59 59 65 | 63 59 641 75 73
Other services 56 |57 58 55 53 48 | 53 43 47 4T | 48

Government services 76 165 70 87 78 6.1 76 68 58 47| 39

Total services 80 | 6 52 60 65| 66| 68 64 65 66| 64

Source: Department of Statistics, Malaysia

The finance and insurance subsector increased
by 1.9% (Q4 2014: 2.4%) supported by
commercial banking activities. The insurance
segment moderated to 3.6% (Q4 2014: 4.3%)
on account of higher claims in life and
general insurance while the finance segment
increased by 1.3% (Q4 2014: 1.8%). The
real estate and business services subsector
expanded by 7.6% (Q4 2014: 8.3%), with the
real estate segment increasing by 5.8% (Q4
2014: 5.7%) driven by non-residential building
activities. Meanwhile, the business services
segment recorded a 8.4% growth (Q4 2014:
9.6%) supported by professional services
especially accounting services following the
transition to the GST system.
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The information and communication subsector
remained resilient with growth of 9.6% (Q4 2014:
9.8%) led by data communication activities and
computer services. The subsector's expansion
was due to higher demand for communication
services as well as GST software.

The fransport and storage subsector expanded
by 5.7% (Q4 2014: 6%) supported by strong water
transport activity. During the quarter, the total
volume of containers handled at seven major
ports rose by 11.5% to 5.7 million twenty-foot
equivalent units (TEUs) (Q4 2014: 11.7%; 5.8
million TEUs). Port Klang recorded an increase
in volume handled at 3 million TEUs and Port
of Tanjung Pelepas 2.1 million TEUs (Q4 2014:
2.9 million TEUs; 2.3 million TEUs), contributing
51.4% and 37.2%, respectively to fotal
container throughput (Q4 2014: 49.2%; 38.7%).

The land transport segment rose by 5.8% (Q4
2014: 6%) supported by road transport and
highway operation activities. Traffic volume
on folled highways increased by 8.2% to
444.2 million vehicles (Q4 2014: 5.1%; 444.4
million) attributed to higher usage during
festivities and lower fuel price. Total ridership
on urban rail services in the Klang Valley rose
by 4.4% to 56.3 million (Q4 2014: 7.3%; 58.8
million). Meanwhile, Keretapi Tanah Melayu
Berhad (KTMB) Intercity Services continued
to decline by 36.9% to 399,469 passengers
(Q4 2014: -16.8%; 539,695) largely due to the
temporary disruption in east coast service
caused by the floods early this year. The
Electric Train Service (ETS) ridership on the
Kuala Lumpur - Ipoh route contracted to
2.9% to 375,480 passengers (Q4 2014: 4.8%,
451,583) partly due to disruption to the ETS
ticketing system in January and February.
However, KTMB cargo tonnage increased at
a slower pace of 3.4% to 1.5 million tonnes
(Q42014:8.6%, 1.7 million fonnes) on account
of slower freight transport.

The air fransport segment grew by 2.2% during
the quarter (Q4 2014: 3%) with total air cargo
handled at all airports expanding by 3% to



SELECTED SERVICES SECTOR INDICATORS

PORT ACTIVITY
- Container Handling at Major Ports
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6,000

5,000

4,000

3,000

2,000

1,000

0

Ql Q@2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q@2 Q3 Q4 Ql Q2 Q3 Q4 QI
1 12 ‘13 ‘14 ‘15

Source:

: Seven major ports (Klang, Johor, Penang, Kuantan, Tanjung Pelepas, Bintulu and Kuching).

DISTRIBUTIVE TRADE
- Volume Index by Subsector
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UTILITIES
- Value Added
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- Electricity Sales and Maximum Demand
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Source: Tenaga Nasional Berhad.

238,405 tonnes (Q4 2014: 7.3%; 272,430 tonnes)
in line with strong growth in E&E exports.
Meanwhile, total passenger traffic at airports
nationwide continued to contract by 0.8% to
21 million (Q4 2014: -0.2%, 22.8 million) due
to the decline in foreign passenger arrivals.

The utilities subsector moderated to 3.7%
(Q4 2014: 3.9%) due to slower demand from
industries and households. The electricity and
gas segment grew by 2.9% (Q4 2014: 3.3%)
while the water segment increased by 7.2%
(Q4 2014: 6.2%). Electricity sales rose by 1.4%
to 25,152 gigawatt hours (Q4 2014: 2.7%;
25,992) with maximum demand for electricity
peaking at 8,627 megawatts in February 2015
(Q4 2014: 8,806 megawatts in November
2014). The other services subsector grew by
4.6% (Q4 2014: 4.7%) mainly driven by private
education which increased by 7.5% (Q4 2014
6.9%) and private health which rose by 5.4%
(Q4 2014: 5.2%). Meanwhile, the government
services subsector moderated to 3.9%
(Q4 2014: 4.7%).

Export-oriented industries propel growth

Value-added of the manufacturing sector rose
slightly higher by 5.6% during the first quarter of
2015 (Q4 2014: 5.4%), supported by the stronger
performance of export-oriented industries.
Meanwhile, sales of manufacturing products
grew moderately by 1.6% to RM167.7 billion (Q4
2014: 2.4%; RM165.7 billion), while the capacity
utilisation rate eased to 76.8% (Q4
2014: 79.5%).

Production of export-oriented industries
expanded by 6.3% (Q4 2014: 5.4%) driven
by the strong growth of the E&E cluster at
11.3%, chemicals and chemical products
(9.9%), refined petroleum (2.1%), wood and
wood products (10.7%) as well as textile,
apparels, leather products and footwear
(9.7%). In line with the improved global
growth of semiconductor sales reflected by
the book-to-bill ratio which has stood above



1 for three consecutive months since January
2015, output of consumer electronics increased
significantly by 113.4%, printed circuit boards
(20.4%) as well as machinery and equipment
(8%). Meanwhile, growth of chemicals and
chemical products was driven by higher output
of liquefied or compressed inorganic industrial
or medical gases (26.9%) and basic organic
chemicals (12.7%). However, resourced-based
products such as manufacture of crude
palm oil (CPO) as well as rubber remilling
and latex processing declined by 11.8% and
10.1%, respectively.

PERFORMANCE OF THE MANUFACTURING SECTOR
(% annual change)
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Source: Department of Stafistics, Malaysia.

PRODUCTION OF THE MANUFACTURING SECTOR
(% annual change)
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Output of domestic-oriented industries was
sustained at 3.8% during the first quarter
of 2015 (Q4 2014: 3.8%). Production of

construction-related subsectors increased
by 6.9% (Q4 2014: 3.3%) with higher output
of non-metallic mineral and other related
products as well as basic and fabricated
metals at 10.3%, 5.4% and 4.7%, respectively
(Q42014:7.1%; 1.8%; 0.6%). This was attributed
tfo the robust performance of construction
activity, particularly non-residential and
residential buildings. Transport equipment
grew at a stronger pace of 9.2% (Q4 2014:
1.1%) supported by manufacture of parts
and accessories for motor vehicles (30.7%)
as well as motorcycles (24.9%) and building
of ships and boats (10.6%). The performance
of these subsectors helped to cushion the
decline in manufacture of passenger cars
(-7.9%). Meanwhile, beverages and tobacco
products registered a double-digit growth
of 17.1% and 13.8%, respectively (Q4 2014:
12.8%; 36.5%). However, food and other
manufactured products contracted by 9.1%
and 6.2%, respectively during the quarter (Q4
2014: 5.8%; -4.3%).

MANUFACTURING PRODUCTION INDEX
(2010 = 100)
(% annual change)
2013 2013 2014 2014 2015
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
42 2 52 6.9 49 1 6.9 4 1 0 5.6
Xp: ssiries 33| <13 4 66 38| 54 66 54 43 54| 63
Electrical and electronic products  10.0 28 81 118 169 | 121 146 139 101 102 1.3
Chemicals and chemical products 0.7 39 06 17 -1 3.6 21 7.4 79 9.9
Petroleum products 02 85 58 95 -40 0.6 65 05 -5.4 18 2.1
Wood products 3.1 13 38 77 -19 78 03 9.1 106 111 10.7
Off-estate processing 1.7 109 -02 -01 -5 15 08 122 43 9.0 | -122
Rubber products 82 138 49 78 68 13 13 -1.6 -40 -08 -13
Paper products 23 7133 56 03 -1 -5.8 30 21 33 03
Texdw’es rcppave\ and leather 2.6 60 11 -85 29 | 108 69 152 148 66 9.7
an:
omestic-oriented industries 68 [ 29 86 9 9 131 73 38| 38
Non- me'o\hc mmero\s -0.4 03 29 37 54 6.9 38 76 91 7.1 10.3
Fabricated metal products 122 1.6 219 102 58 28 69 09 32 06 4.7
Basic metals 3.4 4.1 07 109 -1.8 30 -1.2 63 46 18 5.4
Transport equipment 138 Sl6 248 90 234 | 144 190 298 114 11 9.2
Food products 8.4 86 53 171 33 79 64 151 52 58 9.1
Beverages 21 | -104 -46 02 57 [ 175 164 263 156 128 171
Tobacco products -18.0 92 72 -240 -325 48 | <177 -43 161 365 13.8
Others 32 72 -43 63 201 3.1 165 08 1.5 43 -6.2
Source: Department of Statistics, Malaysia.

Strong construction activities

The construction sector registered a strong
growth of 9.7% during the first quarter of
2015 (Q4 2014: 8.8%) supported by the non-
residential and residential subsectors. The
non-residential subsector rose by 17.4% (Q4
2014: 16.9%) bolstered by the construction of
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factories, particularly in Sabah and Sarawak
as well as the construction of buildings for
education. The residential subsector increased
by 15.3% (Q4 2014: 15%) mainly due to higher
housing construction activities amid favourable
economic and business conditions.

The civil engineering subsector staged a
rebound at 1.7% (Q4 2014: -5%) supported
by construction of the MRT project and
roads. During the quarter, the total value of
construction works recorded a double-digit
growth of 15.1% to RM28.7 billion with 9,982
projects registered (Q4 2014: 9.7%; RM27.1
billion; 10,000 projects). The highest share was
contributed by the non-residential building
subsector with 34.8% or RM10 billion, followed
by the civil engineering subsector (30.5%),
residential buildings (29.9%) and special
tfrades (4.8%). The private sector continued
to dominate construction activities with a
share of 68.4% during the quarter.

CONSTRUCTION SECTOR
- Housing Starts
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Source: NAPIC, Valuation & Property Services Department.

Mining sector remains strong

The mining and quarrying sector continued
to post a strong growth of 9.6% (Q4
2014: 9.5%) supported by higher crude oil
production. Crude oil output remained high
registering a double-digit growth of 18.1%
to average 690,028 barrels per day (bpd)

(Q4 2014: 14.6%; 650,989 bpd), following the
acceleration of production from Gumusut-
Kakap oil field in offshore Sabah. In contrast,
production of natural gas contracted by
2% to 6,424 million standard cubic feet
per day (mmscfd) (Q4 2014: 1.7%; 6,562
mmscfd). During the quarter, the price of
Dated Brent and Tapis confinued to decline
averaging USD54.05 per barrel (pb) and
USDS56.51 pb, respectively (Q4 2014; USD75.96
pb; USD79.75 pb).

MONTHLY MINING PRODUCTION AND PRICES

Crude o
(000 barrels per day)

Price  Natural Gas Export unit value
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Source: Petronas, Bloomberg and Department of Stafistics, Malaysia.

DAILY PALM OIL SPOT PRICES DAILY BRENT/TAPIS OIL PRICES

(RM/tonne) (USD per barrel)
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Output of rubber rebounds

The agriculture sector contracted for the
second consecutive quarter by 4.7% (Q4 2014:
-3.7%) due to lower production of oil palm



caused by the floods in the east coast, as
well as slower forestry and logging activities.
Value-added of oil palm declined further by
11.7% (Q4 2014: -8%) mainly due to lower
production of CPO by 11.8%. Likewise, value-
added of the forestry and logging subsector
declined sharply by 20.4% (Q4 2014: 4.3%)
on account of lower production of saw logs.
Despite lower prices of rubber, value-added
of the subsectorrebounded to post a positive
growth of 5% (Q4 2014: -25.5%). The price of
natural rubber remained low at RM5.05 per
kilogramme (Q4 2014: RM4.98 per kilogramme).
The other agriculture subsector moderated
to 3.5% (Q4 2014: 7.1%) with value-added of
fruits and vegetables growing by 9.7% and
6.8%, respectively, thereby offsetting the
impact of lower paddy production (-6.2%).
Meanwhile, the livestock subsector grew by
4.3% (Q4 2014: 8.8%) supported by higher
output of poultry while the fishing subsector
rose by 4.4% (Q4 2014: 2.2%) on account of
higher production of marine fishing (5.1%)
and aquaculture (3%).

MONTHLY AGRICULTURAL PRODUCTION AND AVERAGE PRICES

Palm oil ice
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Source: Malaysian Rubber Board.

Production —— Price

Price (SMR20)

Source: Malaysian Palm Oil Board.

Prices
Inflation eases further
Headline inflation, as measured by the annual

change in the Consumer Price Index (CPI),
eased to 0.7% in the first quarter of 2015

(Q4 2014: 2.8%). This was largely attributed
to the slower price increases of food and
non-alcoholic beverage as well as housing,
water, electricity, gas and other fuels. The
two groups contributed 1.3 percentage
points fo the CPlincrease. However, prices of
tfransport declined on account of lower pump
prices following the implementation of a
managed float mechanism introduced on
1 December 2014, amid lower global crude
oil prices. Subsequently, the transport group
offset the CPl growth by 1.15 percentage
point.

CONTRIBUTION TO INFLATION
(First Quarter 2015)

Food and Non-Alcoholic Beverages

Housing, Water, Electricity,
as and other Fuels

Alcoholic Beverages and Tobacco
Restaurants and Hotels

Miscellaneous Goods and Services
Health

Recreation Services and Culture
Education

Fumishing, Household Equipment

and Routine Household Maintenance
Clothing and Footwear
Communication

Transport  -1.15
T
15

Note  : Total may not add up due fo rounding.
Source: Department of Stafistics, Malaysia.

Prices of food and non-alcoholic beverage
increased at a slower pace of 2.5% in the
first quarter of 2015 (Q4 2014: 2.7%) and
accounted for 0.82 percentage point of the
CPI increase. This was attributed to a slight
price increase in the food at home category
at 2.3% (Q4 2014: 2.2%) following higher prices
of milk, cheese and eggs at 6.3%, vegetables
at 4.2% and fruits at 2.5% (Q4 2014: 5.6%; 3.1%;
2.3). The supply disruptions following the flood
disaster in several states also contributed to
higher prices of food. Prices in the housing,
water, electricity, gas and other fuels group
also rose at a slower pace of 2.2% (Q4 2014:
3.4%) and resulted in a 0.48 percentage point
increase in the CPI. Within the group, actual
rental paid by tenants as well as maintenance
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and repair of dwelling increased by
3.4% and 3%, respectively (Q4 2014:
3.6%; 2.9%).

CONSUMER AND PRODUCER PRICE INDICES

‘Consumer Price Index-CPI
Annual change (%)

Producer Price Index-PPI
Annual change (%) Annual change (%)
- 18
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Source: Department of Statistics, Malaysia.

Prices in the fransport group, registered
a sharp decline of 7.6% (Q4 2014: 4.8%)
under the implementation of a managed
float mechanism following falling crude oil
prices. Under the mechanism, the subsidy
on RON95 petrol and diesel was abolished
and the average change of petrol price in
the previous month will determine the pricing
for the current month. For March 2015, the
pump price of RON95, RON97 and diesel was
lowered to RM1.95 per litre, RM2.25 per litre
and RM1.95 per litre, respectively (End-2014:
RM2.26 per litre; RM2.46 per litre; RM2.23 per
litre). Prices of the repair and maintenance
of personal fransport subgroup recorded an
increase of 6.2%, while fuels and lubricants for
personal and fransport equipment dragged
down the fransport group with a decline of
13.1% (Q4 2014: 7%; 6.7%). As in the previous
quarter, prices of communication as well as
clothing and footwear continued to decrease
by 1% and 0.3%, respectively (Q4 2014: -0.9%;
-0.4%), amid strong market competition.

The Producer Price Index (PPI), which measures
changes in the prices of commodities
charged by domestic producers and those

paid by importers, decreased by 5.4% in
the first quarter of 2015 (Q4 2014: -2.1%)
amid weaker commodity prices. The lower
PPl was conftributed by price declines in
both local production at 7.9% as well as
import components by 0.3% (Q4 2014:
-3%.,0.8%).

The decline in the total PPl forlocal production
was due to lower prices of mineral fuels
and lubricants as well as crude materials,
inedible at 23.2% and 11%, respectively
(Q4 2014: -10.3%; -8.8%), which contributed
6.9 percentage points to the decline. For
the stage of processing category, prices
of crude materials for further processing as
well as infermediate materials, supplies and
components dropped by 27.4% and 3.6%,
respectively (Q4 2014: -16%, 0.3%). However,
processing of finished goods increased by
0.9% (Q4 2014: 0.5%). Meanwhile, the main
factor for the decline in the PPl for imports
was the price decrease in the mineral fuels
and lubricants as well as animals, vegetable
oils and fats at 10.7% and 3.5%, respectively
(Q4 2014: -5.5%; -1.6%). The PPl for imports
by stage of processing also registered a
price drop in crude materials for further
processing at 8%. However, this was offset by
the price increase of infermediate materials,
supplies and components (0.8%) and finished
goods (0.4%).

Employment
Stable labour market

Labour market conditions remained stable,
although the unemployment rate edged
up to 3.1% in the first quarter of 2015 (Q4
2014: 2.8%). The total labour force increased
slightly to 14.14 million persons (Q4 2014:
14.08 million persons) while total employment
recorded 13.70 million (Q4 2014: 13.69 million).



The services sector remained as the major
confributor to total employment with 8.2
million or 59.5%, mainly in wholesale and
retail trade as well as accommodation and
food and beverage services subsectors. This
was followed by the manufacturing (2.2
million; 16.1%) and agriculture (1.7 million;
12.7%) sectors.

LABOUR MARKET
Retrenchments and Vacancies ('000)
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Source: Ministry of Human Resources, Malaysia.

Job vacancies registered via JobsMalaysia
decreased to 214,472 in the first quarter of
2015 (Q4 2014: 250,976). On a sectoral basis,
the manufacturing, services and construction
sectors recorded the highest job openings
with 63,266; 50,276 and 51,789, respectively
(Q4 2014: 70,817; 68,566; 44,754). However,
on a quarterly basis, job vacancies in the
manufacturing and services sectors were lower
compared to the fourth quarter of 2014. This
was partly attributed to several factors such
as business closure or relocation, offshoring of
production as well as shifting fowards capital-
intensive operation. In contrast, the increase of
job vacancies in the construction sector was
mainly contributed by rapid development
of non-residential and residential buildings.
In ferms of occupational category,
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elementary occupations continued to
record the highest vacancies at
147,701 or 68.9% of total job vacancies
(Q4 2014: 165,370; 65.9%).

Meanwhile, the number of active job seekers
declined to 354,939 as at end-March 2015
amid stable labour market conditions (end-
December 2014: 367,826). In addition, the
number of retrenchments moderated to
2,789 (Q4 2014: 2,915) with the majority
in the services (1,388) and manufacturing
(1,040) sectors.

Monetary and Financial Developments
Monetary aggregates expand steadily

Monetary aggregates increased further
during the first quarter of 2015. M1 or narrow
money, registered a double-digit growth of
10.2% to RM360.3 billion as at end-March
2015 (end-December 2014: 5.7%; RM346.4
billion) due to higher placement of demand
deposits. Meanwhile, M3 or broad money,
increased by 7.9% to RM1,589.7 billion as
at end-March 2015 (end-December 2014:
7%; RM1,553.8 billion). The expansion in M3
was mainly confributed by an increase
in lending to the private sector by the
banking system.

MONETARY AGGREGATES

Annual change (%)
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Source: Bank Negara Malaysia.
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Interest rates remain stable

The Overnight Policy Rate (OPR) was
unchanged at 3.25% in the first quarter
of 2015 (end-December 2014: 3.25%) and
remained supportive of economic growth.
Consequently, the base lending rate (BLR)
of commercial banks held steady at 6.79%
(end-December 2014: 6.79%), while the
weighted average lending rate (ALR)
of commercial banks stood at 5.48% as
at end-March 2015, easing three basis
points (end-December 2014: 5.51%). The
Base Rate (BR) was intfroduced to replace
the BLR on 2 January 2015 as the main
reference rate for new retail floating rate
loans. The BR has remained at 3.90% since
it was infroduced. The savings deposit
rate edged up one basis point to 1.08%
(end-December 2014: 1.07%), while interest
rates for 6-month, -month and 12-month
fixed deposits dropped by one basis point
each to 3.18%, 3.22% and 3.30%,
respectively.

Meanwhile, interest rates on fixed deposits
for 1-month and 3-month maturities were
maintained at 3.08% and 3.13%. The real
return on fixed deposits of all maturities
remained positive as inflation increased at
a slower pace of 0.7% in the first quarter of
2015 (Q4 2014: 2.8%).

INTEREST RATES OF COMMERCIAL BANKS
(%)
End-Dec 2014 End-Mar 2015
Base lending 6.79 6.79
Base rate - 3.90
Weighted average lending 5.51 5.48
Savings deposit 1.07 1.08
Fixed deposit
1-month 3.08 3.08
3-month 3.13 3.13
6 - month 3.19 3.18
9 - month 3.23 3.22
12 - month 3.31 3.30
Source: Bank Negara Mdlaysia.

[Af  the Monetary Policy Committee
meeting on 7 May 2015, the OPR was left
unchanged at 3.25%. This was based on the
assessment that the Malaysian economy
would stay on a steady growth path with
underlying inflafion remaining contained.]

Higher loan disbursements

Gross private sector financing raised through the
banking system and capital market grew by 0.1%
year-on-year (y-o-y) to RM282.5 billion in the first
quarter of 2015 (Q4 2014: 3.3%; RM309.8 billion).
This was mainly due to lower gross private debt
securities (PDS) issuance excluding Cagamas
by 46.5% to RM10.5 billion (Q4 2014: -41.2%;
RM21.2 billion). However, loan disbursements
in the banking system increased by 3.5%
to RM267.3 billion (Q4 2014: 12.2%; RM287.7
billion) while equity issuances rose by 11.3%
to RM4.7 billion (Q4 2014: -87.1%; RM1 billion).

GROSS PRIVATE SECTOR FINANCING THROUGH THE BANKING SYSTEM
AND CAPITAL MARKET

RM billion RM billion
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Source: Bank Negara Malaysia.

In the first quarter of 2015, bank lending
indicators continued to increase steadily. While
loan applications recorded a further decline of
3.9% to RM178.5 billion (Q4 2014: -0.2%; RM210.1
billion), loan approvals grew by 3.1% to RM9%94
billion (Q4 2014: 8.6%, RM106.4 billion). Loan
disbursements also grew further by 3.5% to
RM267.3 billion (Q4 2014: 12.2%, RM287.7 billion)
with the household sector remaining as the



major contributor to fotal loans disbursed by the
banking system at RM78.3 billion or 29.3% (Q4
2014: RM77.8 billion, 27%). The manufacturing
sector accounted for the largest portion of
loans disbursed to businesses at 18.9% or
RMS50.4 billion (Q4 2014: 19.9%; RM54.7 billion).
This was followed by loans disbursed to the
wholesale and retail frade, accommodation
and restaurant sector at 17.6% or RM47 billion
(Q4 2014: 20.8%; RM59.8 billion).

LOAN APPROVALS AND DISBURSEMENTS BY SELECTED SECTORS
(First Quarter 2015)

Primary Agriculture

[ ——

Disbursements

Manufacturing 62
(including agro-based) 189

Wholesale and retail frade,
accommodation & restaurants

Construction

Real estate

Transport, storage
and communication

Finance, insurance
and business services

Household sector

Others

0 40
Share (%)

Source: Bank Negara Malaysia.

Total loans outstanding in the banking system
confinued to expand by 9.2% to RM1,361.9
billion as at end-March 2015 (end-December
2014: 9.3%; RM1,339.7 billion). The household
sector accounted for the largest share
of total loans outstanding in the banking
system ftotalling 57.1% or RM778.3 billion
(end-December 2014: 57%; RM760.3 billion).

Sound banking system

During the first quarter of 2015, the banking
system remained well-capitalised with the
common equity fier 1 capital ratio (12.5%), tier
1 capital ratio (13.2%) and total capital ratio
(15.2%) remaining well above the minimum
regulatory levels as at end-March 2015 (end-
December 2014: 12.6%;13.3%;15.2%). The
banking sector recorded a pre-tax profit of
RM7.1 billion (Q4 2014: RM7.8 billion) due to
lower conftribution of revenue from the dividend
income segment. The quality of loans in the
banking system remained stable with the
net impaired loans ratio unchanged at
1.2% as at end-March 2015 (end-December
2014: 1.2%).

Ringgit tracks regional trend

The ringgit eased by 6% against the US
dollar in the first quarter of 2015. The ringgit
also depreciated between 1% and 7%
against other major and regional currencies.
However, the ringgit gained by 5.9% and
1.2% against the euro and the Australian
dollar, respectively. On the whole, the
ringgit's weak performance against the US
dollar was mainly attributed to investors’
concern over the impact of plummeting
crude oil prices amid a strengthening
usS dollar.

BANKING SYSTEM: LOANS OUTSTANDING AND GROWTH

RM bilon Annual change (%)
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Source: Bank Negara Malaysio.

PERFORMANCE OF RINGGIT AGAINST SELECTED CURRENCIES
End-December 2014 — End-March 2015 - End-March 2015 — 15 May 2015
US dollar -6.0 ]
Pound sterling 10
Euro 59
Japanese yen 53 i
Singapore dollar 20
Thaibaht  -7.0
Indonesian rupiah BRI
Philippine peso 6.1
Chinese renminbi -5.9
Korean won -4.2
Australian dollar 1.2
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% change % change
Source: Bank Negara Malaysia.
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[From end-March 2015 to 15 May 2015, the
ringgit strengthened by 4.2% against the
US dollar and by 3.4% against the yen. The
ringgit also gained in the range of 1.4% and
7.5% against regional currencies. However,
the ringgit eased against the pound sterling
(-2.3%), the Australian dollar (-1.5%) and the
euro (-1.3%), while remaining unchanged
against the Singapore dollar. The ringgit’s
performance improved following the
stronger-than-expected GDP growth of
5.6% in the first quarter of 2015 as well as
the increase in global crude oil prices
which eased concerns over Government
revenue. The ringgit also benefited from the
softer US dollar amid weaker US economic
data coupled with speculation that the US
Federal Reserve (Fed) will delay interest
rate hike.]

Fund raising moderates

Fund raising activity in the capital market
declined in the first quarter of 2015. Gross funds
raised decreased by 18.5% y-o-y to RM42.6
billion (Q4 2014: -29.1%; RM45.3 billion). This
was due to a significant drop in PDS totalling
RM10.9 billion (Q4 2014: RM21.6 billion). After
adjusting for redemptions, total net funds
raised declined by 46.7% to RM20.9 billion
(Q4 2014: -21.7%; RM26.4 billion), with net

FUNDS RAISED IN THE CAPITAL MARKET
(RM million)
2014 2015
Ql Q2 Q3 Q4 Ql
BY PUBLIC SECTOR 24,012 8,523 2,101 15,258 13,183
Government securifies (net) 20,012 5923 601 11,858 9,183
Malaysia Government Securities 14,493 11,916 12,279 12,729 13,479
Government Investment Issues 9.019 10,050 8222 6,629 9,500
Less: Redemptions 3,500 16,043 19,900 7,500 13,797
Khazanah Bonds (net)
Merdeka Saving Bonds (net) - - - - -
Government Housing Sukuk (net) 4,000 2,600 1,500 3,400 4,000
BY PRIVATE SECTOR 15,365 8,660 15,009 11,162 7,803
Shares/Warrants 4211 5163 8,832 957 4,685
Debt Securifies (nef) 11,154 3,497 6,177 10,205 3118
Private Debt Securifies' 20,547 18,513 24,859 21,583 10,941
Less: Redemptions 9.393 15,016 18,682 11,378 7.824
TOTAL 39,377 17,183 17.110 26,420 20,986
!including Cagamas.
Note: Total may not add up due fo rounding.
Source: Bank Negara Malaysia

funds raised by the public sector at RM13.2
billion and the private sector, RM7.8 billion
(Q4 2014: RM15.3 billion; RM11.2 billion).

Yields on 1-year Malaysian Government
Securities (MGS) declined by 27 basis points
to 3.21% during the first quarter of 2015 (Q4
2014: +22 basis points ; 3.48%). Likewise,
the yield on 5-year and 10-year MGS also
decreased by 25 basis points each to 3.59%
and 3.89%, respectively (Q4 2014: +17 basis
points, +23 basis points; 3.84%, 4.15%). This
was due to the resumption of non-resident
inflows amounting to RMé.1 billion into the
MGS market during the quarter. Meanwhile,
the yield on 5-year AAA-rated PDS declined
by 5 basis points to 4.22% (Q4 2014: +6 basis
points; 4.27%). However, yields on the 5-year

MALAYSIAN GOVERNMENT SECURITIES (MGS) INDICATIVE YIELDS'

T T T T T T T T T T T T T T T T 1
Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar
Rl 12 13 14 15

1 Year 3 Year 5 Year 10 Year

! End-period.
Source: Fully Automated System for Issuing/Tendering (FAST), Bank Negara Malaysic.

PRIVATE DEBT SECURITIES (PDS) 5-YEAR YIELDS'
%
12 —

11.53

-_— e
- e 42

— T T T T T T T T T T T T T T
Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar
a 12 13 14 ‘15

AAA AA A BBB

! End-period.
Source: Fully Automated System for Issuing/Tendering (FAST), Bank Negara Malaysia.




AA-rated and A-rated PDS increased by 4
basis points and 12 basis points to 4.64% and
6.99%, respectively (Q4 2014: +2 basis points,
-7 basis points; 4.6%, 6.87%).

FBM KLCI ends firmer

The FBM KLCI rebounded to register a gain
of 4% in the first quarter of 2015 (Q4 2014:
-4.6%). The market began the quarter on a
stable note despite concerns over declining
crude oil prices and a weakening ringgit which
confinued to weigh on the market. The FBM
KLCI saw a slight monthly increase in January
tracking other regional indices following the
ECB’s stimulus expansion announcement. The
market confinued to edge higher in February
and March as investors’' sentiment was lifted
by crude oil prices whichrecovered fromrecent
lows coupled with easing concerns over
an early interest rate hike by the Fed. The
market also reacted towards the uptrend in
global markets amid monetary easing
measures adopted by major central banks
in Europe, Japan and China. Overall, the FBM
KLCl ended the first quarter of 2015 at 1,830.78
points (end-December 2014:1,761.25 points).

Market capitalisation rebounded with a positive
growth of 5.2% or RM86.4 billion to RM1,737.52
billion as at end-March 2015 (end-December
2014: -6.9%; RM122.9 billion; RM1,651.17

PERFORMANCE OF SELECTED INDICES
End-December 2014 - End-March 2015
SHCOMP, China 159
10.1
9.8

Nikkei, Japan
PCOMP, Philppines
KOSPI, Korea

JCl, Indonesia

HSI, Hong Kong
FBM KLCI, Malaysia
Nasdag, US

FTSE, UK

STI, Singapore
SENSEX, India
VNINDEX, Vietham
SET, Thailand

Dow Jones, US

Source: Bloomberg.
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billion). Similarly, total turnover increased to
124.3 billion units valued at RM128.5 billion
(Q4 2014: 122.5 billion units; RM126 billion).

[The FBM KLCI eased slightly in April despite
higher foreign fund buying and ringgit
appreciation amid increasing crude oil
prices. The FBM KLCI posted a new year-to-
date high on 21 April 2015 following positive
remarks on the country’s fiscal direction.
The market remained stable in May due to
positive domestic economic data. The FBM
KLCIstood at 1,811.92 points on 15 May 2015.]

Federal Government Finance
Steady revenue growth

Federal Government revenue registered a
moderate growth of 4.8% to RMS51.5 billion
in the first quarter of 2015 (Q4 2014: -2.3%;
RMS59.6 billion). Tax revenue, comprising 71.9%
of totalrevenue, grew by 5% to RM37.1 billion
(Q4 2014: 11.3%; RM47.4 billion) in tandem
with GDP growth of 5.6%.

FEDERAL GOVERNMENT FINANCIAL POSITION (RM billion)
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Direct faxrecorded a growth of 1.2% to RM27.6
billion compared to a contfraction of 0.4% in
the first quarter of 2014 (Q4 2014: 14.6%; RM37.3
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billion). This was mainly contributed by higher
corporate income tax. However, individual
income tax and petroleum income tax (PITA)
collection decreased by 27.5% to RM8 billion
(Q4 2014: 147.3%; RM4.7 billion) and 42.3%
to RM3 billion, respectively (Q4 2014: -31.1%;
RM8.2 billion). The lower receipts from PITA was
mainly due to the significant decline in crude
oil prices, which averaged USD54 per barrel
during the quarter (Q4 2014: USD76 per barrel).

FEDERAL GOVERNMENT FINANCIAL POSITION (RM billion)

2013 2013 2014’ 2014 2015

Revenue
Operafing expenditure

Current balonce

Gross development exp.
Loanrecoveries
Net development exp.

Overall balance
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Indirect tax rose by 17.7% to RM9.5 billion (Q4
2014:0.3%, RM10.1 billion) primarily contributed
by anincrease in sales tax collection of 66.4%
to RM3.6 billion. In addition, receipts from import
duty and service tax recorded an increase
of 3% and 9.2% to RMO0.é billion and RM1.5
billion, respectively. Meanwhile, excise duties
decreased marginally by 0.4% to RM2.8 billion.

Proceeds from non-tax revenue, constituting
28.1% of totalrevenue, rose by 4.4% to RM14.5
billion (Q4 2014: -33.6%; RM12.3 billion). The
increase was mainly attributed to higher
receipts from investment income.

Slightly higher expenditure
Federal Government total expenditure grew

slightly by 1.8% to RMé63.4 billion in the first
quarter of 2015 compared to RMé2.3 billion

during the corresponding quarter in 2014
(Q4 2014: 1.7%; RM76.7 billion). Operating
expenditure, which accounted for 87.4%
of total expenditure, recorded a marginal
increase of 0.4% to RM55.4 billion (Q4 2014:
1.6%; RM59.7 billion), largely on account of
substantial reduction in fuel subsidy payments
despite higher emoluments. Emoluments, the
largest component of operating expenditure,
increased by 5.1% to RM18.1 billion (Q4 2014:
3.3%; RM16.6 billion).

The decline in fuel subsidies was mainly
due to the implementation of a managed
float fuel pricing mechanism effective from
1 December 2014. In addition, lower spending
on supplies and services as well as debt
service charges also resulted in a slower
operating expenditure growth compared to
the corresponding quarter in 2014.

Development expenditure increased by 12.4%
to RM8 billion (Q4 2014: 1.9%; RM17 billion)
with all sectors registering positive growth.
In ferms of share to the total development
expenditure, the transport subsector was the
largest component with 25.1%, followed by
tfrade and industry (24.7%) and education
(13%).

With total expenditure continuing to exceed
total revenue collection, the Federal
Government registered a deficit of RM11.8
billion during the quarter (Q4 2014: -RM16.5
billion). However, this was lower than the
deficit in the first quarter of 2014 at RM13
billion.

Domestic sources of borrowing

Federal Government gross borrowing for
the first three months of 2015 amounted to
RM26.7 billion, comprising mainly MGS and
Government Investment Issues at RM13.5
billion and RM9%.5 billion, respectively. The
Federal Government debt, after netting
out repayments, stood at RM596.8 billion or



52.1% of GDP (end-December 2014: RM582.8
billion; 52.7% of GDP). Of this, domestic debt
constituted 97% of total Federal Government
debt. Debt service charges increased to
RMS5.8 billion and accounted for 10.5%
of fotal operating expenditure (Q4 2014:
RMS billion; 8.4%).

FEDERAL GOVERNMENT DEBT
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Source: Bank Negara Malaysia.

External Position
Total trade contracts

Amid uneven growth in key export markets,
total trade declined by 1.2% to RM345.1
billion (Q4 2014: 2.4%; RM371.4 billion) though
the tfrade surplus remained steady at RM21.3
billion (Q4 2014: RM21.5 billion). During the
quarter, gross exports contracted by 2.5%
to RM183.2 billion (Q4 2014: 0.5%; RM196.5
billion). This was largely due to declining
receipts from agriculture (-16%) and mining
(-6.9%) exports following weak external
demand, lower commodity prices and a
depreciating ringgit. Gross imports amounted
to RM161.9 billion (Q4 2014: RM175 billion)
supported by positive growth in infermediate
(3%). capital (8.5%) and consumption
goods (4.4%).

Export receipts of manufactured goods, which
comprised 77.9% of total exports, moderated
to RM142.8 billion (Q4 2014: 75.9%; RM151.7
billion) mainly weighed down by a 4.7%
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conftraction in the exports of non-E&E products.
Tepid demand for petroleum products (-33.8%)
and manufactures of metal (-14.4%) were the
major contributors to the sluggish performance
of non-E&E exports. However, receipts from
E&E products remained favourable, growing
by 6.9% to RMé64.2 billion (Q4 2014: 5.5%;
RMé67.7 billion) in line with higher demand for
semiconductors (10.3%) and automatic data
processing equipment (10.8%). The book-to-bill
ratio has been consistently above 1 for the
past few months indicating positive growth
in this segment. Shipment of E&E products
to the main trading partners, the US (18.2%),
the Netherlands (19%) and Hong Kong (9.7%)
continued to remain strong.

MERCHANDISE TRADE BALANCE
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Low crude oil and LNG prices continued to
impact export earnings of mining products
which declined by 6.9% to RM25 billion (Q4
2014: -0.5%; RM26.8 billion). Receipts from
crude petroleum and LNG declined by 15.7%
and 4.7%, respectively (Q4 2014:-10.3%; 4.4%)
despite higher export volume. During the
quarter, export prices of crude petroleum
fell by 44% to average RM1,600 per tonne,
while LNG prices declined by 7.6% to average
RM2,440 per tonne. This was mainly due to
lacklustre demand from major LNG importing
countries such as Japan (4.6%). Korea (7.7%)
and Taiwan (7.8%). Similarly, export receipts
of agriculture goods contracted by 16% to
RM14.3 billion (Q4 2014: -8.8%; RM16.9 billion)
following lower demand and export value for
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rubber and palm oil. Export earnings of palm
oil, the largest conftributor to the agriculture
sector at about 63%, fell sharply to China
(-53.7%), the US (-31%) and the Netherlands
(-25.7%).

EXPORTS PERFORMANCE OF MANUFACTURED GOODS
(% annual change)
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EXPORTS OF MANUFACTURED GOODS
(% annual change)

2013 2013 2014 2014 2015

Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql
Total manufacturing exports 5. 0.6 2.3 8.8 129 71 125 138 19 18 0.1
Electronics & electrical products (E&E) 2.5 49 38 55 132 8.1 125 130 27 55 89
Petroleum products 2.6 33 04 300 B0 29 145 325 38 191 -338
Chemicals and chemical products 25 23 07 75 45 85 86 74 58 121 28
Machinery, appliances and parts 69 27 07 100 209 109 150 192 74 29 141
Opfical and scientific equipment 9.1 08 -179 179 1.6 134 96 251 180 24 121
Manufactures of metal 392 205 162 681 533 6.1 24 02 25 87 | 144
Rubber products 59 00 90 -100 45 59 95 16 06 29 21
Processed food 69 31 65 9.4 83 163 161 182 198 114 87
Wood products 50 48 79 I3 00 39 64 77 04 15 -12
Textiles, clothings and footwear 79 04 1.6 186 137 130 196 244 03 102 82
Manufactures of plastics 6.7 0.5 0.6 126 134 1.6 159 159 69 85 39
Iron and steel products 248 | 352 80 67 258 | 282 155 40 27 279 | 276
Transport equipment 58 04 6.6 nr -89 100 24 45 97 51 31
Jewellery 88 | -1 193 218 51 119 141 264 238 26 | -3
Non-metaliic mineral products 70 | 107 112 38 18 69 70 58 108 40 18
Beverages and fobacco 103 97 60 58 196 52 73 14 21 8] 154
Paper and pulp products 30 50 18 44 12 18 49 78 -2 38 57
Other manufactures 20 19 09 47 101 19.9 196 25 190 186 131
Source: Department of Stafistics, Malaysia

Gross imports remained positive, albeit growing
at a slower pace, to record RM161.9 billion
(Q4 2014: RM175 billion). Robust investment
activity in the economy saw imports of
capital goods register a strong growth of
8.5% (Q4 2014:0.1%). ltems imported included
telecommunication and transport-related
equipment as well as floating structures for
the oil and gas industry. Likewise, imports of
infermediate goods, which accounted for
59.8% of total imports, rose by 3% (Q4 2014:
60.6%; 12.5%) supported by higher imports of

industrial supplies (10.2%); parts and accessories
of capital goods and tfransport equipment
(5.4%); as well as food and beverage (21.6%).
This bodes well for future exports. Boosted
by festivities during the quarter, imports of
consumption goods also improved by 4.4%
(Q4 2014: 2.9%) underpinned by increased
demand for food and beverage (8.4%) as
well as consumer durables (2%). Pre-emptive
buying before the implementation of GST on
1 April 2015 also contributed to import growth.

Higher current account surplus

The current account surplus was higher at
RM10 billion or 3.7% of GNI during the first
quarter of 2015 (Q4 2014: RMS5.7 billion; 2.1%).
This was primarily contributed by a smaller
deficit in the services and primary income
accounts.

The surplus in the goods and services account
remained steady at RM23.8 billion (Q4 2014:
RM23.8 billion) despite weak external demand.
While the goods account recorded a lower
surplus of RM27.5 billion (Q4 2014: RM29.4 billion),
the deficit in the services account improved
to RM3.8 billion (Q4 2014: -RM5.5 billion) due
to lower net payments for transport and
construction services. Meanwhile, the surplus
in the travel account narrowed marginally
due to lower ftourist arrivals and spending
during the quarter. However, outbound
tfravel remained steady with gross payments
amounting to RM10.2 billion, reflecting
strong business and leisure activities abroad.

The deficit in the primary income account
improved significantly to register a lower deficit
of RM8.5 billion (Q4 2014: -RM13.2 billion). This
was largely due to lower investment income
accruing to foreign investors in Malaysia
which more than offset higher investment
income repatriated by Malaysian companies
operating abroad, mainly in the mining and
qguarrying as well as financial and insurance
sectors. The weaker ringgit also supported the



improved earnings of these companies. During
the quarter, net outflows from the secondary
income account were marginally higher at
RMS5.3 billion (Q4 2014: -RM5 billion) driven by
higher remittances by foreign workers, while
remittances from Malaysian workers abroad
were sustained at RM2.4 billion.

The financial account recorded a larger net
outflow of RM29.7 billion (Q4 2014: -RM26.6
billion), mainly due to higher placement
of currency and deposits abroad as well
as increased extension of interbank short-
term loans by resident financial instfitfutions.
However, net outflows of portfolio investments
decelerated significantly to RM7.9 billion
(Q4 2014: -RM20.3 billion) despite continued
uncertainty in the global financial markefts.
During the quarter, inward direct investment
(direct investment liabilities) was higher at
RM8.6 billion (Q4 2014: RM7.5 billion) largely
due to higher investment and reinvestment
in the mining and quarrying, financial and
insurance as well as manufacturing sectors.
Investments were mainly from the US, Indonesia,
Bahamas, Singapore and Japan.

BALANCE OF PAYMENTS (Net)'
(RM billion)
2013 2013 2014 2014 2015
Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql
Current Account 35.5 24 10 85 1346 473 195 150 7.1 57 100
% of GNI 36 53 04 34 52 44 7.5 57 26 21 37
Goods 966 | 254 170 289 302 | 1134 | 312 273 255 294 275
Service 9.6 08 34 30 25 -11.2 05 -6 36 55 38
Goods and Services 87.0 246 137 209 278 102.2 307 257 220 238 238
Primary Income -340 80 81 80 98 373 66 80 96 -132 85
Secondary Income -17.5 42 45 44 44 -17.6 46 28 52 50 5.3
Financ ount -20.2 12 44 167 -101 816 | 382 -110 -58 266 297
Direct Investment 6.3 28 84 11 38 | 185 | -144 38 23 25 -1.2
Asset -419 | -116 157 82 65 531 | 206 -165 -6 99 9.8
Liabilities 357 88 73 92 103 346 61 127 83 75 8.6
Portfolio Investment 30 39 33 94 08 385 | -142 72 -2 203 79
Financial Derivatives 03 02 -4 06 0.4 -10 -5 02 01 02 0.0
Other Investment -10.7 02 10 79 -136 2.6 81 145 30 40 | 206
NetErors and Omissions? 06 | 9.6 -39 189 -1 25 4 50 80 91 40
Overall balance 14.6 40 15 s 27 365 | 173 100 67 -5 -15.7
Assets: (-) denotes outflows due to the acquisition of assets abroad by residents.
Liabilifies: (+) denotes inflows due fo the incurrence of foreign liabilifies.
! In accordance with the Sixih Edifion of The Balance of Payments and Interational Investment Posifion Manual (BPM6)
by the International Monetary Fund (IMF)
2 Includes unrealised exchange revaluation foreign gains/losses on infemational reserves.
Source: Department of Stafistics, Malaysia.

Outward direct investment (direct investment
assets) remained firm at RM9?.8 billion (Q4
2014: -RM9.9 billion) primarily due to smaller
extension of infercompany loans and lower

19

retained earnings, which more than offset
higher extension of equity capital to subsidiaries
of Malaysian companies abroad. Direct
investment abroad was mainly channelled
info mining and quarrying, agriculture as
well as the financial and insurance sectors in
Papua New Guinea, Canada, Luxembourg,
Irag and the UK. Consequently, Malaysia’s
overall balance of payments recorded a
deficit of RM15.7 billion with net errors and
omissions lower at RM4 billion (Q4 2015:
-RM11.5 billion; RM9.1 billion).

Ample international reserves

Malaysia’s internatfional reserves amounted to
RM389.7 billion (equivalent to USD105.1 billion)
as at 31 March 2015 (end-Dec 2014: RM405.4
billion; USD115.9 billion). The reserves level has
taken into account the quarterly adjustment
for foreign exchange revaluation changes.
The reserves position is sufficient to finance
8.1 months of retained imports and is 1.1
times the redefined short-term external debt.

INTERNATIONAL RESERVES
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[As at 30 April 2015, the international reserves
amounted to RM392.4 billion (equivalent
to USD105.8 billion). The reserves position is
sufficient to finance 8 months of retained
imports and is 1.1 times the short-term
external debt]
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Outlook
Uneven moderate growth to continue

Global growth is expected to expand
moderately with uneven prospects across
major countries. Oil-exporting developing
economies are expected to register a slower
growth. Chinais also expected to maintain a
moderate growth path. Advanced economies
are expected to expand benefiting from
lower oil prices. The US is expected to remain
robust while the euro area is projected to

GDP AND THE LEADING & COINCIDENT INDICES
(% annual change)
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———— Leading index

grow at a modest pace. The downside risks
to the economic outlook include a short-lived
overall increase in global demand due to a
rebound in oil prices, strengthening of the US
dollar which could negatively impact emerging
market economies. Furthermore, geopolitical
risks in Eastern Europe, the Middle East and
Africa could impact the global economy.

The Malaysian economy is expected fo
remain on a steady growth path in 2015. This
isreflected by the Leading Index, which grew
by an average of 1.96% from October 2014 to
February 2015. The underlying macroeconomic
fundamentals, supportive monetary policy
as well as ongoing economic transformation
will confinue to strengthen the resilience of
the economy.

On the supply side, the continued expansion
in the construction and manufacturing sectors
as well as services activities will contribute
strongly to the overall GDP growth. On the
demand side, growth is expected to emanate
from resilient domestic demand, supported
by strong private investment and higher
development expenditure.
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AREA (Square kilometres) 330,290

POPULATION (million)

DOMESTIC PRODUCTION?®
Gross Domestic Product (constant 2010 prices)
USD million
Agriculture
Mining and quarrying
Manufacturing
Construction
Services
Gross Domestic Product (current prices)
USD million
NATIONAL INCOME AND EXPENDITURE?
Gross National Income (current prices)
USD million
Consumption expenditure: Public
Private
Gross fixed capital formation: Public
Private
Exports of goods and services
Imports of goods and services
Gross National Income (constant 2010 prices)
USD million
Gross National Savings (current prices)
Per Capita Income (current prices) RM
USD
Purchasing Power Parity USD

FEDERAL GOVERNMENT FINANCE*
Revenue
Operating expenditure
Current account surplus
Development expenditure (net)
Overall deficit/surplus
% to GDP
Domestic borrowing (net)
Foreign borrowing (net)

Change in assets

Federal Government debt?
Domestic debt
Offshore borrowing

Memorandum item:
Non-residents holdings of ringgit-denominated
Government debt securities

KEY DATA
2013"
29.9
RM %
million growth
955,260 4.7
303,171
91,097 1.9
87,789 1.2
219,216 34
38,646 10.8
507,935 6.0
1,018,821 4.9
323,342
984,846 5.3
312,559
139,822 4.0
527,749 94
106,999 2.8
162,815 14.4
770,368 0.0
683,408 2.7
916,903 5.2
290,996
299,777 -0.2
32,921 39
10,448
22,530 5.0
213,370 2.6
211,270 2.8
2,100
40,684 -8.2
-38,584
-3.8
39,526
-221
=721
RM million % GDP
539,858 53.0
523,095 51.3
16,763 1.6
141,669 13.9

2014"
30.3
RM %
million growth
1,012,506 6.0
309,361
92,979 2.1
90,645 3.3
232,868 6.2
43,190 11.8
541,249 6.6
1,106,580 8.6
338,108
1,069,258 8.6
326,704
147,646 5.6
579,908 9.9
103,595 -3.2
183,902 13.0
817,176 6.1
714,950 4.6
971,916 6.0
296,982
324,118 8.1
35,334 7.3
10,796
22,378 -0.4
220,626° 3.4
219,589° 3.9
1,037°
38,4518 -5.5
-37,414°
-3.4°
37,557°
-427°
283¢
RM million % GDP
582,828 52.7
566,052 51.2
16,776 1.5
151,377 13.7

20152
30.6
RM %
million growth
877,174 4.5-55
244,474
57,675 0.3
67,525 3.0
215,323 4.9
36,380 10.3
487,887 5.6
1,127,358 5.4
314,202
1,089,396 55
303,622
146,527 3.6
599,431 8.1
111,123 9.9
201,072 10.8
861,338 1.1
783,504 4.8
814,895 5.2
227,117
324,981 1.8
35,572 4.2
9,914
23,5125 2.4
222,865 1.0
212,421 -3.3
10,444
47,467 234
-37,023
-3.2
RM million % GDP
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BALANCE OF PAYMENTS (NET)
Balance on current account
USD million
Goods
Services
Primary income
Secondary income
Balance on capital and financial accounts
Net errors and omissions

Overall balance

EXTERNAL TRADE
Gross exports
USD million
Manufactured
Agriculture
Mining
Gross imports
USD million
Intermediate goods
Capital goods
Consumption goods
Total trade

Trade balance

Gross international reserves (RM billion)
USD billion
Months of retained imports

Short-term external debt (times)

Trading partners (% share to total trade)
ASEAN
European Union
USA
Japan
China
Others

PRICES

Counsumer Price Index (2010=100)
Producer Price Index (2010=100)

LABOUR
Labour force

Unemployed (Unemployment rate)

KEY DATA
2013
RM million
35,485
11,262
96,552
-9,592
-33,975
-17,498
-20,231
-605
14,649
RM % %
million growth  share
719,992 2.5
228,503
548,146 5.1 76.1
68,799 -14.4 9.6
97,937 37 13.6
648,695 6.9
205,876
379,455 4.3 58.5
98,202 2.2 15.1
47,584 8.8 7.3
1,368,687
71,298
441.9
134.9
9.5
1.3
27.4
9.9
7.9
9.9
14.9
30.0
Index % growth
1071 2.1
107.8 -1.7
Thousands % growth
13,634.6 3.9
424.6 (3.1)

2014 20157
RM million RM million
47,317 9,968
14,457 2,778
113,414 27,547
-11,188 -3,762
-37,322 -8,539
-17,586 -5,278
-81,325 -29,666
-2,500 4,002
-36,507 -15,696
RM % % RM % %
million  growth  share million  growth  share
766,129 6.4 183,240 -2.5
234,085 50,633
587,250 7.1 76.7 142,755 0.1 77.9
69,204 0.6 9.0 14,321 -16 7.8
104,594 6.8 13.7 25,014 -6.9 13.7
682,982 5.3 161,906 0.2
208,681 44,738
408,383 7.6 59.8 96,886 3.0 59.8
96,142 -2.1 14.1 24,615 8.5 15.2
50,317 5.7 7.4 12,669 4.4 7.8
1,449,111 345,146
83,146 21,334
405.4 392.4%
116.0 105.8°
8.4 8.08
1.1 1.18
26.8 26.8
9.9 10.2
8.1 8.6
9.5 10.2
14.3 14.2
31.4 30.0
Index % growth Index % growth
110.5 3.2 110.5 0.7
109.3 1.4 105.0 -5.4
Thousands % growth Thousands % growth
14,082.5° 1.3 14,144.2° 1.9
396.9° (2.8)° 4422 (3.1)"°



KEY DATA

2014 2015
End-March End-March
RM % annual RM % annual
MONEY AND BANKING® million change million change
Money supply M1 327,064.2 11.4 360,340.5 10.2
M2 1,459,864.1 6.3 1,583,570.8 8.5
M3 1,473,982.2 59 1,5689,743.6 7.9
Banking system
Deposits 1,544,342.7 6.9 1,683,611.2 9.0
Loans 1,246,659.4 10.2 1,361,908.0 9.2
Loan-deposits ratio' (end of period) 85.1 86.6
Interest rates (average rates at end of period, %)
3-month interbank 3.29 3.73
Commercial banks
Fixed deposits: 3-month 2.97 3.13
12-month 3.15 3.30
Savings deposit 0.98 1.08
Base lending rate (BLR) 6.53 6.79
Treasury bills (3-month) 3.01 2.99
Malaysian Government securities: 1-year 3.07 3.21
5-year 3.66 3.59
End-April 2014 End-April 2015
Movement of ringgit'? (end-period)
RM per SDR; % annual change 5.0659 -9.7 4.9881 1.6
RM per USD; % annual change 3.2671 -7.2 3.5705 -8.5
RM per Euro; % annual change 4.5107 -12.0 3.9659 13.7
RM per 100 Yen; % annual change 3.1908 -3.0 3.0016 6.3
Bursa Malaysia (end-period)
FBM KLCI 1,871.52 1,818.27
Market capitalisation (RM billion) 1,738.23 1,738.53
SOCIAL INDICATORS 2014 2015
Life expectancy at birth': Male (years) 72.5 n.a
Female (years) 77.2 n.a
Infant mortality’ (per 1000 live births) n.a n.a
Literacy rate' n.a n.a
Water coverage™ (% of population) n.a n.a
Rural electricity coverage'(% of housing unit) 97.6 n.a
Fixed line telephone subscribers' (per 100 households) 30.3 n.a
Cellular phone subscribers's (per 100 population) 148.5 n.a
Broadband subscribers' (per 100 households) 68.9 n.a
Tourist arrivals (million persons) 229 n.a

1 Department of Statistics, Malaysia.
2 Bank Negara Malaysia.
3 Figures in 2015 are rebased at 2005 prices.
4 Ministry of Finance, Malaysia.
5 Economic Report 2014/2015.
¢ Preliminary.
7 For the period of January to March 2015.
8 As at 30 April 2015.
¢ For the fourth quarter of 2014.
10 Preliminary data for the first quarter of 2015.
" Excludes transactions by financial institutions.
2 Annual rate of appreciation (+) or depreciation (-).
3 Ministry of Rural and Regional Development.
4 Ministry of Energy, Green Technology and Water, and National Water Services Commission.
s Malaysian Communications and Multimedia Commission.
Note : Urban electricty coverage has reached 100%. Data has been revised by Economic Planning Unit.
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