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ECONOMIC GROWTH CONTINUED TO ACCELERATE IN 2Q2022 BANK(ISLAM

v Malaysia’s Gross Domestic Product (GDP) for second quarter of 2022 will be published on 12 August 2022. We are
projecting the 2Q2022 GDP growth to come in at 10.3% year-on-year (y-o-y) after rising by 5.0% in the previous quarter.
This marks the third consecutive quarter of gains, thanks to the reopening of country’s international borders in April which
have improved community mobility and spurred consumer spending.

v For instance, consumer staple related companies such as Fraser and Neave Holdings Berhad (F&N) recorded a 5.5%
revenue growth in the 3QFY2022 which ended 30 June 2022 (2QFY2022: 1.5%) amid positive momentum from the
recovery of economic activities and strong festive sales in Malaysia. This was in fandem with the increase in
manufactured products for Food, Beverages & Tobacco (2Q2022: 5.9% vs. 1Q2022: 5.7%) subsector which represents 8.6%
of the total industrial production index (IPI).

v Apart from that, the country’s export performance remained resilient, maintaining its growth momentum with a sustained
double-digit figure (2Q2022: 30.0% vs. 1Q2022: 22.0%) for sixth straight month since 1Q2021.

v’ This suggests a better prospect for manufacturers particularly in the Electrical & Electronic (E&E). One example would be
Unisem (M) Berhad which recorded a 15.4% y-0-y increase in its revenue during 2Q2022 (1Q2022: 13.5%), driven by higher
average selling price (ASP) and appreciation of USDMYR exchange rates.

v’ Likewise, Frontken Corporation Berhad's revenue during the quarter rose by 18.0% from 15.1% in 1Q2022, underpinned by
higher contributions from its subsidiaries in Taiwan, Singapore and Malaysia following higher demands for its
semiconductors business.

v On top of that, services sector also helps to support the economic growth in 2Q2022 when the reopening borders led to
sharp recovery in air traffic movement. This could be seen in Malaysia Airport Holding's Berhad's (MAHB) passenger traffic
movement which grew significantly by 819.7% in 2Q2022 (1Q2022: 399.6%), a more than double increase from the
previous quarter. This was atfributable to the resumption of more airlines operating at its airports amid the removal of
pandemic-related constraints.
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SERVICES SECTOR SAW AN UPBEAT MOMENTUM WITH AIRPORTS
PASSENGER KEEP ON RISING WHICH LED TO SURGE IN WHOLESALE &BANK(SLAM
RETAIL TRADE, FOOD & BEVERAGES, AS WELL AS ACCOMMODATION
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PRIVATE SECTOR AND EXTERNAL TRADE ACTIVITIES REMAIN AS THE

BANK(SLAM
PRIMARY DRIVERS OF 2Q2022 GROWTH

Y-0-Y% 2Q2019 3Q2019 4Q2019 1Q2020 2Q2020 3Q2020 4Q2020 1Q2021 2Q2021 3Q2021 4Q2021 1Q2022 2Q2022F
GDP 4.9% 45% 36% 07% -171% -25% -33% -05% 159% -45%  3.4% 5.0% 10.3%
Domestic Demand (excluding stocks) 4.5% 35%  48%  38% -187% 32% -39% -1.0%  123%  -4.2% 1.9% 4.4% 17.1%
Private Sector 6.1% 55% 72% 50% -203% -39% -39% -09% 13.0% -44% 2.5% 4.4% 18.9%
-Consumption 7.8% 7%  81%  68% -184% -19%  -33% -1.5%  117%  -42%  37% 5.5% 23.9%
-Investment 1.5% 04%  34%  -110% -261% -108%  -6.5% 1.3% 173%  -49%  -2.8% 0.4% 3.0%
Public Sector -2.5% 51%  -22%  -1.6% -11.0% 01% -38% -17% 9.0% -35% 0.1% 4.8% 9.1%
-Consumption 0.0% 04%  06%  50%  24% 6.8% 5.4% 5.6% 8.2% 7.1% 1.6% 6.7% 5.2%
-Investment -7.6%  -142%  -67% -142% -400% -129% -204% -185% 120% -289% -34%  -09% | 23.2%
Net Exports of Goods and Services 32.5% 153% -11% -39.6% -464% 259% 121%  646%  571.6% -39.9% 08%  -26.5% | -31.2%
-Exports 0.6% -1.6%  33%  70%  215% 42%  -19%  1NTI%  30%  42% 13.0% 8.0% 15.5%
-Imports -2.3% 83% 23%  -19% -185%  -78%  -34%  122%  355% 114%  145%  11.10% | 203%

Sources: CEIC, Bank Islam

v’ Private Consumption is estimated to increase by 23.9% y-o-y in 2Q2022 (1Q2022: 5.5%).

v' Assumptions:

1) The retail sales rose by a double digit-growth of 29.2% y-o-y in 2Q2022 (1Q2022: 9.4%), mainly underpinned by Non-specialized
Stores (2Q2022: 33.6% vs. 1Q2022: 14.0%) and Household Equipment (2Q2022: 21.7% vs. 1Q2022: 8.8%) during the quarter.

2) Apart from that, the unemployment rate maintained its downward trend (2Q2022: 3.9% vs. 1Q2022: 4.1%), signaling more job
opportunities in the labour market following the transition to the endemic phase. As such, the loss of employment (LOE) by
SOCSO saw a reduction from 10,433 persons in 1Q2022 to 7,643 persons in 2Q2022.

3) Additionally, Manufacturing and Services sector wages increased by 5.2% y-o-y and 9.3% y-o0-y in 2Q2022 from 4.1% and 5.0%
in the previous quarter, indicating that business operations continued to pick up after two years in the pandemic.

v' On the external sector, Exports are expected to reach a double digit-growth of 15.5% in 2Q2022 (1Q2022: 8.0%), supported by
a robust external trade performance in view of country’s reopening border starting April this year.

v' Assumptions:

1) Nominal exports increased by 30.0% in 2Q2022 from a 22.0% in the previous quarter.

2) The Global Semiconductor Sales (GSS) have been expanding to double-digit growth for eighteenth consecutive months since
January 2021 (June: 13.3% vs. May: 18.0%) despite the weight of rising interest rates and mounting geopolitical risks. This bodes
well with our E&E exports which have been increasing from 27.3% in 1Q2022 to 37.6% in the 2Q2022.
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DEMAND SIDE — EXTERNAL TRADE IS ALSO A MAJOR CONTRIBUTOR FOR

BANK(ISLAM
THE ECONOMIC GROWTH DURING THE QUARTER QL
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SUPPLY SIDE - SERVICES SECTOR WILL REMAIN AS ANCHOR OF

GROWTH IN LIGHT OF BORDER REOPENING IN 2Q2022 SRR
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MONTHLY GDP ESTIMATE BANK(ISLAM

v We estimated the monthly real GDP for April, May and June based on the growth in Malaysia’s Coincident Index
from the Department of Statistics Malaysia (DOSM) and the growth in the Key Production Index.
v The Key Production Index is derived from a weighted average growth of economic indicators namely, Industrial

Production Index (IPI), Distributive Trade Index and Crude Palm Qil (CPO) Production.
v The reason for using the growth of the Coincident Index and Key Production Index is due to the higher correlation

with the monthly real GDP growth at 99.5% and 93.3% respectively from Jan 2020 until March 2022.

Correlation Matrix Between Monthly Real GDP and Correlation Matrix Between Monthly Real GDP and
Coincident Index Growth: Key Production Index Growth:

Variables Monthly Real GDP  Key Production index
Monthly Real GDP 1.0000
Key Production Index 0.9329 1.0000

Variables Monthly Real GDP  Coincident Index

Monthly Real GDP
Coincident Index

Sources: Bank Islam, CEIC

v On further scrutiny, a regression analysis was carried out between the monthly real GDP growth and the growth of
these two indexes. The monthly real GDP estimates obtained using the growth of the Coincident Index and the Key
Production Index was then averaged to derive the monthly real GDP growth for April, May and June as shown

below:

Rearession between Monthly Real GDP % and Real GDP Estimates from Regression Analysis
egression between Mon ea , Y-0-y% and:
d v v Apr-22 May-22 Jun-22  2Q2022

Key Production Index Growth, y-0-y%
Coincident Index Growth, y-0-y%
Average

v The 2Q2022 GDP growth is derived from the average of the monthly real GDP growth from April fo June this year at
10.5%, which is close to our estimates based on supply and demand components of 10.3%.

Note: Applied Auto Regressive Integrated Moving Average (ARIMA) forecasting technique to estimate Coincident Index for the month of June 2022.
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REGIONAL PEERS CONTINUED TO RECORD A POSITIVE OUTPUT GROWTH

DURING 2Q2022 DESPITE HEIGHTENED UNCERTAINTIES IN THE GLOBAL

MARKET
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OUR VIEW - MALAYSIA'S ECONOMIC ACTIVITIES REMAINED ON TRACK

DURING 2Q2022. HOWEVER, EXTERNAL FACTORS COULD AFFECT THE BANK(ISLAM
GROWTH TRAJECTORY IN 2H2022
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Source: CEIC
The leading index rebounded by 2.2% y-o-y in May (April: -0.5%) after reporting series of contraction in the previous
month, indicating an encouraging economic prospect in the months to come.

Apart from that, coincident index, which reflects the current state of the economy registered a better y-o-y growth,
increasing by 6.4% in May from 5.3% in the previous month. This suggests that Malaysia’s recovery continues to be
resilient after entering the endemic phase starting 1 April 2022.

As such, we opine that our 10.3% forecasted growth for the 2Q2022 GDP is reasonable as the reopening of
international borders is expected to facilitate economic activities especially in the services sector.

However, further escalation of geopolitical conflicts, prolonged supply chain disruptions, higher inflation rate
alongside with aggressive move by central banks to hike interest rate could pose downside risks to growth moving
forward.

Already, the International Monetary Fund (IMF) has revised down its economic growth forecast for Malaysia in 2022

from 5.6% to 5.1%, citing that increasing risks of global recession could impede international frade and cooperation.
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DISCLAIMER BANK(SLAM

Produced and issued by BANK ISLAM MALAYSIA BERHAD (Bank Islam) for private circulation only or for distribution
under circumstances permitted by applicable laws. All information, opinions and estimates contained herein have
been compiled or arrived at based on sources and assumptions believed to be reliable and in good faith at the
fime of issue of this document. This document is for information purposes only and has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient. No representation or
warranty, expressed or implied is made as to its adequacy, accuracy, completeness or correctness. All opinions
and the content of this document are subject to change without notice and may differ or be contrary to opinions
expressed by other business areas or groups of Bank Islam as a result of using different assumptions and criteria. No
part of this document may be used, reproduced, distributed or published in any form or for any purpose without
Bank Islam’s prior written permission
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APPENDIX- GDP BY ECONOMIC SECTOR BANK(ISLAM

GDP by Economic Sector 10200 202020 30200 4Q2020 102021 202021 302021 4Q2021 102022 2Q2022F

Services 3% 6% 3% Aek 2% 134% 4% 3% 45 14T%
Manufacturing 4 845 3% W 6% 7% 08 9% 68 Ik
Mining 2% 9% 68k 986 A44h 065 3% 066 L% 3%
Agriculture 880 060 0% 1% 0% -1h 20 28 02% -13%
Construcion 1% -M3%  122% 8T 0% A3 086 -123% -62% 63%
GDP (y-0-y7%) 0% % 25% 3% 05%  159%  A45h 6% 0% 103%

Sources: Bank Islam, CEIC, DOSM
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