Kenansa Economic Viewpoint

Malaysia Consumer Price Index

Inflation hit a 33-month low in November, driven by a sharp drop in food prices

e November’s headline inflation slowed to 1.5% YoY (Oct: 1.8%), I Table 1: Global Inflation (% YoY)
a 33-month low, and below house and market estimate of 1.7% Jun- ul- Auc- Sen- Oct- Nov-
due to the lower-than-expected food prices 23 23 239 23') 23 23

— The sharper-than-expected moderation in prices is primarily

due to deflationary trends in food prices, both consumed at us 30 3.2 37 37 32 31
home and away from home. On a MoM basis, inflationary EU 55 53 5.2 43 2.9 24
pressure was muted at 0.0% (Oct: 0.1%), with declining food UK 79 6.8 6.7 6.7 4.6 39
prices offsetting increases in other categories. Japan 3.3 3.3 32 3.0 3.3 28
— Similarly, core inflation has also experienced a moderation, Korea 27 23 34 37 38 33
settling at 2.0% (Oct: 2.4%). This can be attributed to a Singapore 45 4.1 4.0 41 47 0.0
stagnant growth rate of 0.0% MoM, reflecting the absence of China 0.0 03 041 0.0 02 05

price pressures across nearly all subcomponents.
e Lower food prices were equally outweighed by an increase in
rental and transport services costs

— Food & non-alcoholic beverages (2.6%; Oct: 3.6%): slowed to Seurce: Bloomberg, Kenanga Research
its lowest since October 2021 despite the removal of price controls for chicken and eggs on November 1. This slowdown
is mainly due to a sharp drop in fresh fish and meat prices.

— Housing, water, electricity, gas & other fuels (1.7%; Oct: 1.6%): rose to a four-month high due to an increase in rental
(0.3%; Oct: 0.0%) and maintenance & repair of dwelling (0.1%; Oct: 0.0%) costs.

— Transport (0.1%; Oct: 0.0%): edged marginally higher due to a MoM rebound in the cost of transport by railway and air.

— Miscellaneous goods & services (2.3%; Oct: 2.3%): remained unchanged but accelerated by 0.4% MoM (Oct: 0.0%),
primarily due to a notable rebound of 3.4% (Oct: -0.8%) in the prices of jewellery rings & precious stones.

e The tale of three major central banks: Fed pivoting, BoJ mulling hike, PBoC leaning towards more rate cuts

— US (3.1%; Oct: 3.2%): edged lower to a five-month low due to cheaper gas prices. However, core inflation remained sticky
at 0.3% MoM (Oct: 0.2%) due to elevated wages in the services sector. Hence, more evidence of a slowing US economy
is needed before the Fed can embark on its first rate cut.

— Japan (2.8%; Oct: 3.3%): cooled to its lowest level since July 2022, attributed to softening food prices and a decline in
electricity and gas bills. However, it remains above the BoJ’s price stability target of 2.0%. Anticipated wage increases in
2024 could potentially drive inflation upwards, compelling the central bank to step away from its ultra-easy policy.

— China (-0.5%; Oct: -0.2%): fell further into deflation, marking the sharpest decline in three years due to weak consumer
demand. This underscores the need for additional policy rate and reserve requirement ratio cuts in 2024.

e \We have retained our 2023 and 2024 headline inflation forecasts at 2.5% (2022: 3.3%) and 2.7% respectively

— In the coming months, we anticipate headline inflation to maintain a 0.1-0.2% MoM growth, driven by the potential
resurgence of food prices amid the looming possibility of a stronger El Nifio in 2024. This, along with other external factors
such as escalating geopolitical tensions, poses an additional risk of pushing prices higher. On the domestic front, the
confluence of the government's subsidy rationalisation plan, an increase in services tax, and the implementation of the
progressive wage model is expected to heighten Malaysia's inflationary pressures. Nevertheless, the prospect of further
improvements in the supply chain and a reduction in global demand may help to keep inflation within the 2.5-3.0% range.

— Despite expectations of a deceleration in global growth next year, Malaysia's GDP is projected to continue its expansion,
potentially growing by more than 4.0% YoY. With domestic inflation anticipated to remain comfortably below the 3.0%
threshold on average, we foresee no inclination for rate cuts on the BNM’s agenda. Consequently, the BNM is likely to
uphold the status quo, maintaining the overnight policy rate at 3.00% throughout 2024.
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I Table 2: Malaysia Consumer Price Index Growth Trend (% YoY)

Nov Jun- Jul- Aug Sep Oct- Nov

Base 2010=100 weight 2020 2021 2022 22 23 23 23 23 23 23

CPI 100.0 1.2 25 33 4.0 24 2.0 20 1.9 1.8 15
Core Inflation 70.5 1.1 0.7 3.0 42 3.1 2.8 25 25 24 20
Food & Non-Alcoholic Beverages 29.5 1.3 1.7 5.8 7.3 47 44 41 39 36 2.6
Alcoholic Beverages & Tobacco 24 0.3 05 05 0.8 0.6 05 05 0.7 0.6 0.6
Clothing & Footwear 32 08 04 0.1 04 0.1 0.1 0.0 0.1 0.0 0.0
Housing, Water, Electricity, Gas & Other Fuels 23.8 1.7 15 1.8 14 18 1.7 1.6 1.6 16 1.7
Furnishing, Household Equipment & Routine Household Maintenance 4.1 0.2 1.6 35 3.8 2.3 1.9 1.7 15 14 14
Health 1.9 1.2 04 0.7 14 2.0 2.0 24 2.2 24 2.3
Transport 146 100 110 47 5.0 00 04 00 -01 0.0 0.1
Communication 4.8 1.1 0.0 0.0 00 -36 37 37 37 37 37
Recreation Services & Culture 4.8 05 04 2.3 3.6 1.6 1.1 1.0 0.6 0.7 0.6
Education 1.3 1.0 0.2 1.1 1.5 19 2.0 2.1 20 2.1 20
Restaurants & Hotels 2.9 04 04 5.0 7.0 54 5.0 4.7 44 46 43
Miscellaneous Goods & Services 6.7 26 05 2.0 26 2.6 2.6 24 25 2.3 2.3

Source: Dept. of Statistics, Kenanga Research
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga
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solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees
may have positions in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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