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Malaysia Macro Flash
Nov Trade Surplus Rebounds on E&E; Tweaking 2015 Forecasts

Nov trade surplus rebounds on strong sequential decline in imports — Nov
exports rose 2.1%YoY (Oct: -3.2%), higher than consensus expectations (-
0.7%YoY). Imports rose 0.1%YoY (Oct: 9.1%), lower than consensus (8.3%Y0oY).
Our own X-12 seasonal adjustment shows a sequential increase in exports (Nov:
4.0%MoM SA, Oct: -2.5%) and a sequential fall in imports (Nov: -10.1%MoM SA,
Oct: 12.3%). The trade surplus rebounded strongly to RM 11.13bn (Oct: 1.15bn).

E&E exports increase sequentially, but LNG, crude petroleum and palm oil
exports fall sequentially — E&E exports rose 7.1%YoY (Oct: -4.3%) and
10.1%MoM SA (Oct: -3.0%), with Oct-Nov seasonally-adjusted levels now 3.9%
above average 3Q levels. LNG exports fell 4.5%YoY (Oct: 9.7%) and 3.5%MoM SA
(Oct: 7.6%) as the decrease in volumes outweighed the increase in average value
of LNG exports. Oct-Nov levels are now 8.6% above average 3Q levels. Exports of
crude petroleum rose 12.5%YoY (Oct: 2.5%) but fell 0.4%MoM SA (Oct: 1.3%), with
Oct-Nov export levels 7.9% below average 3Q. Palm oil exports fell 14.7%YoY (Oct:
-8.1%) and 2.7%MoM SA (Oct: -22.5%) with Oct-Nov levels 16% below avg. 3Q.

Broad based MoM fall in imports — Imports of capital goods fell 1.4%MoM SA
(Oct: 18.5%), with Oct-Nov levels 3.5% above 3Q14. Declines were seen in
intermediate (Nov: -14.6%MoM SA, Oct: 13.6%) and consumption goods (Nov: -
4.5%MoM SA, Oct: 5.0%), but Oct-Nov levels stayed 4.3% and 1.5% above 3Q.

Improvement in trade surplus led by E&E, and surprisingly oil — Of the
RM10bn MoM rise in the trade surplus, RM6.8bn was due to a rise in EE trade
surplus, and RM2.3bn swing in oil balance to a RM1.5bn surplus (due to a fall in
imports). These offset a RM0.7bn and RMO0.1bn fall in palm oil and gas surplus
respectively.

4Q14 CA surplus of 4.5-5% of GDP; tweaking 2015 forecasts — With concerns
of a 4Q CA deficit exaggerated, we expect the 2014 CA surplus to remain
respectable at 5.3% of GDP (Prev: 5.7%). We revise down our 2015 CA surplus
forecast to 4% of GDP (Prev: 4.5%) This is only partly on lower forecast of crude oil
prices. More importantly, we assume modest declines in LNG export prices, but
even so Japan’s import prices of LNG from Malaysia have yet to decline
significantly, as of Oct data. Weaker MYR and a US recovery may also support
manufacturing exports while curbing imports. Given our inflation forecast cut to
2.6% in 2015, we no longer expect an OPR hike in 2015. While $60/bbl Tapis crude
would be consistent with a higher-than-budgeted fiscal deficit of around 3.2% of
GDP, this could be offset by higher-than-expected GST revenues - 300K companies
have registered for GST vs the budget assumption of 140k. On the back of likely
cuts in O&G spending, we also shave our 2015 GDP forecast to 5% (Prev: 5.3%).
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Details

Figure 1. Export & Import Growth (%YoY), Trade Balance Figure 2. Exports, Electronic Exports and Imports
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Figure 3. Exports to major markets (%YoY) Figure 4. Exports to major markets, seasonally adjusted
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Figure 5. Imports by end use, seasonally adjusted Figure 6. US ISM Manufacturing new orders index leads exports by 3-6
months
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Figure 7. Exports by product, %-pt contribution
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Figure 9. Share of exports by destination
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Figure 11. Exports and intermediate goods imports (% YoY 3MMA)
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Figure 8. Exports by destination, %-pt contribution
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Figure 10. Trade Balance by major product
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Figure 12. Composite Leading Indicator
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Figure 13. Price of LNG Exports from Malaysia to Japan (USD/MMBtu)

Figure 14. 16.1% of Malaysia’s LNG export volumes are set to expire in
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Figure 15. Impact of oil price on fiscal position
Tapis Crude Oil Spot Price US$/bbl | 40 | 45 |50 (55 (60 |65 |70 (75 [80 |8 |9 |95 (100 |[105 |110 | 120
Estimated Market Price of RON95 RM/fitre [1.37 147 157 167 177 187 196 206 216 226 236 246 256 266 275 295
Estimated Subsidy per Litre of RON95 (If
oump price remains constant at RM2.30) | RM/itre 0.93) (0.83) (0.73) (0.63) (0.53) (0.43) (0.34) (0.24) (0.14) (0.04) 0.06 0.16 026 036 045 0.65
RON95 and Diesel (now
abolished regardless of oil price - - - - - - - - - - -
level) RM bn
LPG (assuming no change in
prices) RM bn - - - 094 191 287 384 480 576 6.73 8.66
Estimated Total Fuel Subsidy
Expenditure RM bn - - - - - 094 191 287 384 480 576 6.73 8.66
Estimated Petroleum Export Duties RMbn 078 088 098 1.08 118 127 137 147 157 167 176 186 196 206 215 235
Estimated Petroleum Royalties RMbn [1.94 218 242 267 291 315 339 364 383 412 436 461 485 509 533 582
Estimated Petronas Dividend RMbn P7.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00
i. Using Budget 2015 estimate of
RM25.6bn at US$105/bbl Tapis oil price
Estimated Petroleum Income Tax (using
Petronas’ numbers) RM bn 98 110 122 134 146 158 171 183 195 207 219 232 244 256 268 293
Estimated Petroleum-Related Revenues RMbn 195 410 426 442 457 473 488 504 520 535 551 566 582 597 613 644
Estimated Petroleum-Related Revenues ex
Dividends RM bn 125 140 156 172 187 203 218 234 250 265 281 296 312 327 343 374
Net Fiscal Impact of Oil RMbn 9.5 410 426 442 457 473 488 504 51.0 51.6 522 528 534 540 546 558
Fiscal Balance RMbn (42.4) (40.9) (39.3) (37.7) (36.2) (34.6) (33.1) (31.5) (30.9) (30.3) (29.7) (29.1) (28.5) (27.9) (27.3) (26.1)
as % of GDP % 3.57) (3.44) (3.30) (3.17) (3.04) (2.91) (2.78) (2.65) (2.60) (2.55) (2.50) (2.45) (2.40) (2.35) (2.30) (2.20)
ii. Using Petronas' reported RM17bn
income tax at US$75/bbl level for Brent
joil price (assumed $5/bbl lower than
Tpais)
Estimated Petroleum Income Tax (budget
2015 numbers) RM bn 85 96 106 117 128 138 149 159 170 181 191 202 213 223 234 255
Estimated Petroleum-Related Revenues RMbn (382 39.6 410 424 438 452 466 480 494 508 523 537 551 565 579 607
Estimated Petroleum-Related Revenues ex
Dividends RM bn 112 126 14.0 154 168 182 196 21.0 224 238 253 267 281 295 309 337
Net Fiscal Impact of Oil RMbn P82 396 410 424 438 452 466 480 485 489 494 498 503 507 511 520
Fiscal Balance RMbn [43.7) (42.3) (40.9) (39.5) (38.1) (36.7) (35.3) (33.9) (33.4) (33.0) (32.5) (32.1) (31.6) (31.2) (30.8) (29.9)
as % of GDP % 3.67) (3.55) (3.44) (3.32) (3.20) (3.08) (2.96) (2.85) (2.81) (2.77) (2.73) (2.70) (2.66) (2.62) (2.59) (2.51)

Source: MoF, Citi Research
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