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Producer Price Index (Jun-26)

Manufacturing drives upstream inflation to a four year high despite softer monthly price momentum
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e Manufacturing remained the key driver of producer price
inflation, while mining pressures moderated from elevated
levels

— Manufacturing (7.2%; May: 3.5%): accelerated sharply,
driven mainly by a stronger increase in the manufacture of coke & refined petroleum products (30.1%; May: 12.3%). On a
monthly basis, manufacturing prices rose 2.4% (May: 1.8%), indicating upstream price pressures remained broad-based
despite easing global energy prices towards month-end.

— Mining (29.0%; May: 52.6%) : remained elevated although inflation moderated as crude petroleum extraction prices
increased by 40.7% (May: 74.5%). On a MoM basis, prices declined by 11.6% (May: -2.8%), reflecting lower global oil
prices following the partial unwinding of geopolitical risk premiums after tensions in the Middle East eased temporarily.

— Agriculture, Forestry & Fishing (9.1%; May: 8.9%): edged higher, supported mainly by stronger animal production
prices (6.6%; May: 3.1%). Nevertheless, monthly prices slipped into contraction (-0.8%; May: 0.3%), suggesting near-term
cost pressures have started to moderate.

e Inflationary pressures remained broad-based across the production pipeline

— Crude Materials for Further Processing (25.0%; May: 31.5%): moderated, mainly reflecting a slower increase in non-
food material prices (29.8%; May: 38.1%).

— Intermediate Materials, Supplies & Components (7.4%; May: 3.0%) : accelerated further, driven by higher processed
fuel and lubricant prices (13.9%; May: 3.7%), pointing to persistent cost pressures at the intermediate stage.

— Finished Goods (2.0%; May: 1.7%): increased modestly, led by stronger consumer goods inflation (1.9%; May: 1.1%),
although downstream price pressures remained relatively contained.

e Producer price inflation remained mixed across major economies

— US (5.5%; May: 6.0%): eased modestly as lower energy prices reduced input cost pressures.

— Japan (7.1%; May: 6.6%): accelerated further, supported largely by yen weakness, which continued to lift import costs.

— China (4.1%; May: 3.9%): recorded a modest pickup, supported by firmer industrial commodity prices despite easing
energy costs.

e We maintain our 2026 PPI forecast at 3.7% (2025: -2.0%) as upstream inflation is expected to moderate gradually

— Although June’s headline PPI surprised to the upside, the moderation in monthly price momentum suggests upstream
inflation is unlikely to accelerate indefinitely. We continue to expect producer price inflation to ease gradually over the
coming quarters, supported by lower global commaodity prices, fading base effects and a firmer ringgit, which should help
contain imported input costs.

— The pass-through to consumer inflation is expected to remain manageable. While elevated producer prices may place
upward pressure on selected manufactured goods and food prices, we expect CPI to stay relatively contained, supported
by targeted fuel assistance measures such as BUDI95 and BUDI Diesel, alongside the firmer ringgit. Nevertheless,
renewed geopolitical tensions or another sharp increase in global energy prices remain the key upside risks to both
producer and consumer inflation.
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I Table 2: Malaysia Producer Price Index by Sector and Stage of Processing (% YoY)

Jun Jan Feb Mar Apr May  Jun

Base 2010=100 weight 2023 2024 2025 25 26 26 26 26 26 26
PPI by Sector 100.0 -1.9 0.3 2.0 -4.2 29 -34 11 5.4 7.8 9.2
Manufacturing 81.6 0.2 0.3 2.1 4.3 1.7 2.7 0.8 1.1 35 7.2

Electricity & Gas Supply 34 04 0.6 1.9 0.2 49 47 9.6 106 100 102
Mining 79 5.9 2 8.2 80 117 -85 265 534 526 290
Agriculture, Forestry, Fishing 6.7 -13.8 7.9 3.2 -0.3 -8.3 8.7 5.6 2.7 8.9 91

Water Supply 0.3 24 6.5 47 -0.2 102 119 113 108 112 127
PPI by Stage of Processing 100.0 -1.9 0.3 2.0 -4.2 2.9 -34 141 54 7.8 9.2

Finished Goods 215 31 1.9 1.2 2.3 -0.6 -1.1 0.1 0.7 17 2.0
Intermediate Materials, Supplies & Components 56.1 -1.2 -0.5 -1.8 4.4 2.3 -3.1 -1.3 0.8 3.0 74
Crude Materials for Further Processing 16.4 96 07 3.7 5.8 75 -7.0 9.8 26.1 315 25.0

Source: Macrobond, DOSM, 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
Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any
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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