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Executive Summary of Key Findings

The new renamed survey — Malaysia’s Business and Economic Conditions Survey (M-
BECS) was conducted from January to mid-March 2019, covering the period for the second
half-year of 2018 (Jul-Dec 2018) and the forecast for the first half-year of 2019 (Jan-Jun 2019)
has an overall response rate of 66.3% receiving 1,027 questionnaire forms.

The survey is a good barometer to gauge Malaysian Chinese business community’s
assessment and expectations about domestic business and economic conditions as
well as their prospects.

It covers questions to measure expectations about the prospects of economic and
business performance; the main factors affecting business performance; and to gauge
the implications of current issues and challenges faced by businesses.

An overview and summary of key findings of the survey are as follows:

1. Economic and business conditions weakened in 2H 2018. In tandem with a slowing
economic growth to 4.7% in 2018 from 5.9% in 2017, the survey results lend credence to
our assessment that domestic economic and business conditions have weakened in
2H 2018 as reflected by 48.0% of respondents indicating business conditions have
deteriorated in 2H 2018. About 32.5% of respondents reported “satisfactory” business
performance while 19.5% have expanded their businesses.

2. Cautious economic outlook in 1H 2019 and 2019. Faced with the softening of global
growth, still considerable external headwinds amid weak domestic sentiment, businesses
in Malaysia are generally cautious about the economic outlook in 1H 2019 with 50.2%
of respondents were “neutral” and 37.5% were pessimistic. Only 12.3% of total
respondents were optimistic. On balance, businesses are of the view that the Malaysian
economy would remain challenging in 2019 as there are higher respondents (32.6%)
who are ‘pessimistic’ relative to being ‘optimistic’ (15.3%).

3. Businesses’ guardedness about economic conditions will likely to improve in 2H
2019 as lower respondents (29.6% in 2H 2019 vs. 37.5% in 1H 2019) having
pessimistic views while those with optimistic views improved to 17.8% from 12.3% in
1H 2019. Rising cautious optimism about the economy in 2020 (25.7% respondents
“optimistic” vs. 15.3% in 2019) is probably premises on a more stable domestic policy
landscape as well as the projected healthier fiscal balance sheet in 2020. The Government
has set a three-year period to bring the country back on track.

4. Malaysian businesses are clearly vigilant about business prospects in 2H 2018 and
in 1H 2019 as influenced by concerns about external environment (the weakening
momentum in the US and China economies, uncertainty about the US-China’s trade
negotiations, the Brexit impasse) as well as domestic policy transition and issues.

5. Overall, 49% of respondents were “satisfactory” and 40.3% cited “poor” about their
business conditions in 2H 2018. But they are turning more cautious in 1H 2019 as
higher respondents (48.7% vs 40.3% in 2H 2018) expect poor business conditions in 1H
2019.

6. Of notable observation is that cash flows conditions are expected to remain tight as
indicated by 46.3% of respondents in 1H 2019 (41.3% in 2H 2018) while the number of
respondents indicated “satisfactory” dropped to 46.6% from 50.0% in 2H 2018. A higher
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percentage of businesses (44.6%) expect debtors' conditions to worsen in 1H 2019
from 38.2% in 2H 2018.

By sector, the manufacturing sector showed improvement in business prospects in
2H 2019 with a much higher (72.4%) respondents indicating between “neutral” and
“optimistic” outlook than 59.4% in 1H 2019. This is followed by the services sector (71.7%
in 2H 2019 vs 66.0% in 1H 2019). The construction sector recorded the highest
respondents (44.3% in 1H 2019 and 40.5% in 2H 2019 respectively) with pessimistic
views about business conditions, inflicted largely by the review of several mega projects
as well as the consolidation of residential and non-residential projects.

Business operations (production, sales and raw materials) were generally in line with
the business conditions.

(a) Production: While 31.3% of respondents have increased their production by
between 1.0% and 5.0% to meet demand in 2H 2018, a lower number of respondents
have plans to increase production (1.0-5.0%) in 1H 2019 and more respondents would
cut production in 1H 2019 (31.6% vs. 30.6% in 2H 2018), suggesting still wary of
demand;

(b) Sales: A majority of respondents (66.4% in 2H 2018 and 68.0% in 1H 2019)
indicated that they could at least sustain their domestic sales volume. Nearly one-
third of businesses expect their sales volume to decline in 1H 2019 on the back of
challenging business conditions; and

(c) Raw materials: Most respondents indicated increases in the cost of local and
imported raw materials (largely between 6.0% and 10.0%) respectively. Probable
reasons were the cumulative impact of the ringgit's depreciation, the change in tax
regime (SST vs. GST) and indirect cascading effects from increased cost of doing
business.

Broadly, amongst the sectors that impacted the most are the construction, real estate
and manufacturing. The real estate sector was plagued by weaker buyer sentiment
amid the persistent oversupply and overhang of residential properties. The weak
construction output was dampened by the near completion of major projects, slower
housing and commercial development projects as well as the deferment and cancellation
of projects due to the Budget’s deficit and high debt constraints. Higher export sales in
the manufacturing sector was somewhat offset by slower demand for the construction-
related building materials.

Capital investment on wait-and-see mode. Businesses have become cautious about
their capex spending plans. Less than half of total respondents (49.3%) have
increased capital expenditure in 2H 2018, leaving 39.3% and 11.5% either have
maintained or lowered their capex respectively. Going into 1H 2019, we see lower
respondents (45.7% vs. 49.3% in 2H 2018) will increase capex, suggesting some
cautiousness in investors’ sentiment, inflicted by concerns over domestic economic
conditions and external headwinds.

The weaker external environment coupled with lingering operating costs (minimum wage
and utility costs) and compliance costs amid the unresolved outstanding issues such as
the shortage of foreign workers have dampened businesses sentiment to undertake capital
investment. Compared to 2H 2018, more respondents (43.2% vs. 39.3% in 2H 2018)
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indicated “no change” in capex and 11.2% of businesses expect to cut capital
spending in 1H 2019.

The top five factors cited by companies influencing their business operations and
domestic business conditions are competitive pressures in domestic market; lower
domestic demand; Government policies; increase in prices of raw materials; and
the Ringgit’s fluctuations.

Government policies are deemed important to provide a stable and conducive
business environment for economic growth, investment and business expansion. In this
regard, the Government and policy makers can foster an environment of certainty and
stability that businesses and investors crave by implement and execute right and
market friendly policies with sufficient engagements and consultations with the
chambers and industry players.

Faced with cautious economic outlook and trying demand conditions, businesses would
want some flexibilities to respond to changing rules and policies. No frequent change of
government policy as its inconsistencies or uncertainty about the terms and
directions of policies, guidelines and business practices add a significant element
of risk to making longer-term business decisions. This is especially in the case of
foreign workers (FWs) management.

The immediate priority is to address the shortage of FWs while the Government is
negotiating and regularising the new terms and conditions of FWs intake from sourced
countries (Bangladesh, Nepal and Indonesia). Amongst the thorny issues hampering the
negotiations are the recruiting agents; repatriation cost of illegal FWs; “Zero cost” of having
Malaysian employers to bear all the recruitment/ visa/ medical fee/ air ticket costs etc. in
the case of recruiting Nepalese workers.

The respondents were asked to provide feedback and views on a number of current issues
and the impact on their business performance. The issues covered are: (a)
Reintroduction of Sales and Service Tax (SST); (b) Goods and Services Tax (GST)
and income tax refunds; (c) The US-China trade dispute; and (d) E-Commerce.

(a) Slightly more than half of respondents (54.6%) indicated that GST is a more
preferred tax system than SST. About 42.0% revealed that the SST has adverse
impact on their business and these were in the manufacturing and
construction sectors.

(b) About 62.3% of total respondents would utilise between 1.0% and 10.0% of GST
and income tax refunds for capital spending.

(c) 62.3% of total respondents indicated that the US-China trade dispute generally
did not disrupt the supply chains while nearly three quarters of respondents
indicated no impact at the moment though 23.1% foresee adverse impact in the
near future if it prolongs and worsens.

(d) On the adoption of E-Commerce, 56.9% of respondents did not utilize E-
Commerce platform or applications in business transactions, citing the lack of IT
knowledge or IT technicians and reliability of internet speed and
telecommunications infrastructure as the main two challenges constraining the
limited adoption of E-Commerce amongst both users and non-users.
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M-BECS 2H 2018 — 1H 2019F

1. INTRODUCTION

1.1 Background

The Associated Chinese Chambers of Commerce and Industry of Malaysia (ACCCIM)’s Bi-
Annual Survey on Malaysia’s Economic Situation, which was launched since 1992, is being
recognized as an important barometer to gauge Malaysian Chinese business
community’s assessment and expectations about domestic business and economic
conditions as well as their prospects.

Starting 1 January 2019, the survey was renamed as Malaysia’s Business and Economic
Conditions Survey (M-BECS). Itis still being carried out bi-annually, starting from the period
of the second half-year of 2018 (2H 2018), covering Jun-Dec 2018 and forecast for the
first half-year of 2019 (1H 2019) covering Jan-Jun 2019. The survey covers the following
scopes:

i. Economic and Business Performance and Outlook;
ii. Factors Affecting Business Performance; and

iii. Current Issues Confronting Businesses

1.2  Significance of the Survey

This Survey is intended to complement as well as fill in the gap of existing surveys
compiled by various private organizations, namely the Malaysian Institute of Economic
Research (MIER), the Federation of Malaysian Manufacturers (FMM), RAM Holdings Berhad,
etc. The survey findings would also be used to supplement the primary data and statistics of
the Department of Statistics Malaysia (DOSM) when gauging Malaysia’s overall economic and
business conditions.

As the Chinese business community plays an important contribution in Malaysia’s overall
economic and business development, ACCCIM, being a major national organization
representing Malaysian Chinese business community, takes the initiative to assist the
Government in gauging Chinese business community’s perspectives about the current
economic and business situation as well as their prospects. It also attempts to obtain
feedback and suggestions regarding the issues and problems faced as well as how they view
the measures and initiatives implemented by the Government. This helps the Government to
gauge the effectiveness of public policies implemented and hence, would make the necessary
adjustments for future policy formulation.

The survey results also provide a basis or an input for ACCCIM to prepare memoranda
concerning economic issues, including public policies impacting the business
community for submission to the Government and relevant Ministries for consideration. The
report also serves as a source of reference for the Government, researchers, business
community and investors in the formulation of public policy, business expansion and
investment planning.
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2. SURVEY METHODOLOGY

The survey period covering the second half-year (Jul-Dec) of 2018 (2H 2018) and forecast
for the first half-year (Jan-Jun) of 2019 (1H 2019) was to gather respondents’ assessment
of their business performance and economic outlook, including views about current issues and
challenges faced by Malaysian Chinese business community. The survey questionnaire is
divided into three sections as follows:

Section A: Business Background, which captures the profile of businesses — type of
principal business activity and its size of business operations; % share of total sales in
domestic vs. overseas markets; number of employees and the proportion of local vs. foreign
workers to total employment.

Section B: Overall Assessment is divided into two sub-sections: (1) Identify what are the
major factors affecting the business performance; and (2) Track the performance and outlook
of economic and business conditions.

Section C: Current Issues, which focus on a number of relevant issues that impact domestic
business operations.

To obtain a more representative coverage, the questionnaires were distributed to direct and
indirect memberships of ACCCIM Constituent Chambers, which comprise Malaysian Chinese
companies, individuals and trade associations. As most of the prominent Chinese
businessmen are committee/council members of ACCCIM either at the national or state levels
and hence, their participation would enhance the representation of the Chinese business
community. The questionnaires were also outreached to nationwide Chinese businesses to
solicit feedback via Google Form and the distribution of hard copies.

The overall response rate of the survey was 66.3%, with a total of 1,027 responses
received out of 1,550 questionnaires, which exceeded our target of 1,000 responses. The
respondents were broad-based cutting across all sectors and industries.

() By sector and industry

The wholesale and retail trade sector garnered the highest response rate (19.4% of total
respondents), followed by the manufacturing sector (19.1%), professional and business
services sector (17.8%), construction sector (12.8%), real estate sector (5.9%) while other
sectors made up the remaining 25.0%. The representation of sample size largely corresponds
with total establishments in major economic sectors of the economy.
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(i) By size of business operations

As defined by the annual turnover for both manufacturing and services sectors?, small-and
medium-sized enterprises (SME) made up 94.1% of total respondents while that of the large
enterprises constituted 5.9%. SMEs assume a pivotal role as the driver of economic growth
whereby they accounted for 98.5% (907,065 establishments) of a total of 920,624 business
establishments in the country. In 2017, SME contributed 37.1% of total national GDP, 66.0%
of total employment and 17.3% of total exports.

Table 1: Breakdown of respondents by sector/industry and size of business operations

Sector and industry Percentage Large SME
Enterprises
(%) (%) (%)
Services 64.8 4.7 95.3
£ Wholesale and retail trade 194 6.5 935
AL Professional and business services 17.8 2.7 97.3
Real estate 5.9 11.5 88.5
Tourism, shopping, hotels, restaurants, 5.6 1.7 98.3
recreation and entertainment
'{_" Trading (imports and exports) 52 1.9 98.1
) Finance and insurance 4.3 45 95.5
= Information and communications 4.3 4.5 95.5
technology (ICT)
Mz Transportation, forwarding and 2.3 0.0 100.0
warehousing
wmd Manufacturing 19.1 9.2 90.8
R Construction 12.8 6.9 93.1
rg,ér" Agriculture, forestry and fishery 2.8 6.9 93.1
™ Mining and quarrying 0.5 20.0 80.0
Total 100 5.9 94.1
(sample size, n) (2027)

(i) By annual turnover and employment
For broad services sector (n=666):

e About 64.6% or 430 respondents have an annual turnover less than RM3 million, of
which 119 respondents (or 17.9% out of total services sector) have an annual turnover
less than RM300,000. 24.5% of respondents have an annual turnover between RM3
million and RM20 million while about 11.0% of respondents have an annual turnover of
more than RM20 million.

1 A business will be deemed as an SME if it meets either one of the two specified qualifying criteria,
namely sales turnover or full-time employees, whichever is lower basis, as endorsed by the National
SME Development Council (NSDC) and published by SME Corporation Malaysia in 2013. For a detailed
definition, please refer to Appendix 2.
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Most of the respondents (87.1%) hired less than 30 employees while 4.8% employed
between 30 and 75 employees and the balance of 8.1% hired more than 75 employees. It
was revealed that some businesses in the services sector do not hire a large number of
employees. These were professional and business services with 35.5% (or 66
respondents) and the information and communications technology (ICT) sector (34.1% or
15 respondents) indicated that they hired less than 5 employees. By the source of
employment, seven out of eight sub-sectors indicated that at least 75% of
respondents recruiting only local workers. The exception sub-sectors were tourism,
shopping, hotels, restaurants, recreation and entertainment sector, whereby foreign
workers are needed to handle operational tasks such as cleaning services in hotels and
restaurants as well as hospitality sector.

For manufacturing sector (n=196):

About 46.9% of respondents have an annual turnover less than RM15 million while
35.7% of respondents have annual turnover between RM15 million and RM50 million. The
balance of 17.3% of the companies surveyed having an annual turnover exceeding RM50
million.

In terms of employment, 59.2% of respondents hired less than 75 employees, 29.6%
hired employees between 75 and 200 persons while the remainder 11.2% employing more
than 200 employees. In addition, 34.7% of respondents revealed that at least 50% of
their employees are foreign workers, ranked second after the agriculture sector. This
indicates that foreign workers remained the main source of manpower to support the
growth of manufacturing sector.

For construction sector (n=131):

41.2% of total respondents have an annual turnover of less than RM3 million,
followed by 38.2% registering an annual turnover between RM3 million and RM20 million
and the balance 20.6% with an annual turnover above RM20 million.

While 78.6% of respondents hired less than 30 employees and 12.2% with employees
between 30 and 75 persons and 9.2% hired more than 75 employees, 22.1% of
respondents employed at least 50% of foreign workers.
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Table 2: Breakdown of respondents by annual turnover and number of employees

Services (%) Construction (%)

Annual Turnover

Below RM3 million 64.6 41.2

RM3 million to RM20 million 24.5 38.2

Above RM20 million 11.0 20.6
Number of employees

Less than 30 87.1 78.6

30to 75 4.8 12.2

More than 75 11.0 9.2

Manufacturing (%)

Annual Turnover

Below RM15 million 46.9

RM15 million to RM50 million 35.7

Above RM50 million 17.3
Number of employees

Less than 75 59.2

75 to 200 29.6

More than 200 11.2
Note:

1. Agriculture and mining sectors are omitted due to low number of respondents.
2. Numbers may not add up due to rounding.

(iv) By sales orientation (domestic vs. overseas market)

The survey results indicated that 81.8% (or 840) of total respondents were domestic-
market oriented (with more than 50% domestic sales). Of this, 583 respondents (or 56.8%
of total respondents) have 100% domestic sales and 139 respondents were highly
domestic-market orientation (81-99% domestic sales). On the contrary, only 1.1% of total
businesses generated 100% export sales while 9.1% of respondents reporting 80-99%
export sales.

Among the sectors with at least three quarters of respondents having high domestic-
market sales orientation (81-99% domestic sales) were real estate (86.9% of total sales),
construction (84%), professional and business services (78.7%), ICT (77.3%) and
wholesale and retail trade (75.9%). High degree of domestic-market orientation renders
businesses to the performance of domestic economy, especially the strength of domestic
demand.

Besides the mining and quarrying sector, at least one-fifth of respondents in trading
services (26.4%), manufacturing (24.5%), and agriculture (20.7%) sectors indicated that
more than 50% of their sales derived from abroad.
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Figure 1: Breakdown of respondents by sales orientation
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3. SENTIMENT TRACKER

3.1 Business Assessment in 2H 2018

Broadly, businesses were gripping about tough economic and business environment during
the period 2009-15, brought about by a cumulative impact of policy changes and economic
reforms, which resulted in increased cost of doing business and compliance costs. This was
reflected in a general rise in the number of respondents had reported a deterioration in
business conditions, which saw a big spike in the percentage of respondents in 2014-15, the
year of the GST implementation. Following the normalisation of the GST adjustment period,
business conditions have started to improve gradually in 2016-17 before more respondents
indicated challenging economic and business environment in 2018.

In tandem with the weak economic growth in 2018, which saw real GDP growth slowed to an
annual rate of 4.7% from 5.9% in 2017, a high proportion of 48.0% of respondents indicated
that business conditions have deteriorated in 2H 2018 when comparing to 1H 2018. About
32.5% of respondents reported “satisfactory” business performance while 19.5% have
expanded their business.

Leading the pack of sectors that reported a deterioration in business conditions was the
construction sector garnered the highest number of respondents (57.4%), mainly due to
a moderation in the civil engineering as impacted by near completion of large petrochemical
projects and delays in highway construction as well as shrinking government’s contract jobs.
Growth in the residential sub-sector remained weak, weighed down by a large overhang of
unsold properties while growth in the non-residential sub-sector remained moderate. Based
on the national account statistics, growth in the construction sector slowed sharply to 2.6%
yoy in 4Q 2018 from an average 4.8% in 1H 2018, taking the full-year to 4.2% in 2018 from
6.7% in 2017.

Next is line was the manufacturing sector (49.7% of total respondents) as continued
strength in electronics and electrical products and transport equipment were offset by slower
growth in construction-related building materials. Overall, the manufacturing sector’s growth
eased to an average rate of 4.9% in 2H 2018 from 5.1% pa in 1H 2018. In 2018, growth in the
manufacturing sector shed 1% points to 5.0% from 6.0% in 2017.

Compared to the construction and manufacturing sectors, a lower percentage of
respondents (46.0%) in the services sector revealed a deterioration in business conditions.
This was in tandem with the national statistics, which showed that the services sector’s growth
improved from 6.5% pa in 1H 2018 to 7.1% pa in 2H 2018, mainly supported by resilient
consumer spending and demand for services related to telecommunications and
transportation, thanks partly to the 3-month tax holidays (zerorised GST rate) in Jun-Aug 2018.
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Figure 2: Malaysian business conditions in 2009-2018
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3.2 Economic Conditions and Prospects

Faced with the softening of global growth, still considerable external headwinds amid weak
domestic sentiment, businesses in Malaysia are generally cautious about the economic
outlook in 1H 2019 as indicated by 50.2% of respondents were “neutral” and 37.5% were
pessimistic. Only 12.3% of total respondents were optimistic.

Businesses’ wariness about the economy will likely to improve in 2H 2019 as reflected
in a decline of eight percentage points in respondents (29.6% in 2H 2019 vs. 37.5% in 1H
2019) having pessimistic views while those with optimistic views improved to 17.8% from
12.3% in 1H 2019. On balance, businesses are of the view that the economy would remain
challenging in 2019 as there are higher respondents (32.6%) who are ‘pessimistic’
relative to being ‘optimistic’ (15.3%).

Respondents’ rising optimism about the economy in 2020 (25.7% respondents
“optimistic” vs. 15.3% in 2019) probably premises on a more stable domestic policy
landscape as well as encouraged by the expected improvement of the Federal government’s
fiscal balance sheet in 2020 after spending rationalization and debt consolidation. The
Government has pledged that it would take three years to restore Malaysia’s economy.

Major sectors showed consistent cautious views about the economy in 2019 with the services
sector (53.0%) having “neutral” views compared to manufacturing (50.0%) and construction
(48.9%) sectors. The real estate sector (44.3%) had the highest percentage of
respondents having pessimistic views about the economy, caused by the oversupply and
sluggish sales in the property market; followed by the construction sector (38.9%)
dampened by the review of public infrastructure projects; the rationalisation of public
investment; and continued consolidation of non-residential development projects. For 2020,
all sectors are turning more positive about economic conditions as there are higher
respondents indicating between “neutral’ and “optimistic”.

Based on SERC’s assessment, while domestic demand will continue to support GDP growth
estimated between 4.5-4.7% this year (4.7% in 2018 and 5.9% in 2017), the rate of
expansion in private consumption and investment will be slower compared to 2018. Exports
momentum are expected to remain uneven and challenging in 2019 given slowing global
demand and weak commodity prices.

Private consumption, which had grown by 8.1% in 2018 (7.0% in 2017) is expected to
normalise to a more sustainable rate of 6.8% in 2019 amid weak consumer sentiment.
Positive drivers of consumer spending are continued income growth, stable labour market
conditions, continued cost of living aid and stable fuel prices.

A notable concern is that private investment growth has slowed to 4.4% in 4Q 2018 from
6.9% in 3Q (6.1% in 2Q and 0.5% in 1Q), taking the full-year growth to 4.5% in 2018, a sharp
pullback from 9.3% growth in 2017 and an average growth of 10.5% pa in 2011-17.

While the policy transition Post General Election (GE14) and uncertainties surrounding
external environment have caused investors to take a cautious investment approach, the
Government has to address the uneven weakening momentum of private investment. SERC
expects private investment to grow by 4.3% in 2019 compared to 4.5% in 2018.
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Figure 4: Malaysia’s economic growth Figure 5: Respondents’ views about the
(2015-2020F) economy
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3.3 Business Conditions and Prospects

Malaysia businesses are clearly cautious about business prospects in 2019 as influenced
by concerns about the state of global economy, in particularly the US and China economies,
the on-going trade dispute negotiations between the US and China, the Brexit impasse as well
as lingering uncertainties about domestic policy transition and issues.

On a relative comparison, the survey results revealed that businesses are generally more
guarded positive in 2H 2019 compared to 1H 2019. The proportion of respondents having
pessimistic views declined by seven percentage points from 36.4% in 1H 2019 to 29.4%
in 2H 2019 while that of “neutral” rose from 49.9% in 1H 2019 to 51.3% in 2H 2019. The
number of respondents having optimistic views improved to 19.3% in 2H 2019 from 13.7%
in 1H 2019.

By sector, the manufacturing sector showed improvement in business prospects in 2H
2019 with a higher 72.4% respondents indicating between “neutral” and “optimistic” outlook
compared to 59.4% in 1H 2019. This is followed by the services sector (71.7% in 2H 2019
vs 66.0% in 1H 2019). The construction sector recorded the highest number of
respondents (44.3% in 1H 2019 and 40.5% in 2H 2019 respectively) with pessimistic views
about business conditions in the sector.

Businesses are taking a more positive view about business prospects in 2020 with higher
respondents (25.3%) are “optimistic” compared to 17.8% in 2019 while that of having
pessimistic views dropped by 9.3 percentage points to 21.1% from 30.4% in 2019. The
improved business optimism was reflected in across-the-board sectors.

In 2019 Federal Budget, the Government has rolled out a number of initiatives and measures
to reinvigorate private investment. Amongst these include the following:

a. Tocarryoutathorough review of the over-130 types of fiscal schemes to support
investments, administered by 32 approving authorities with the intention to expire
incentives which are no longer relevant or are duplicated.

b. The Ministry of Finance (MoF) and Ministry of International Trade and Industry (MITI)
will form a task force jointly chaired by both Ministers to drive regulatory reform,
particularly in the areas of improving trade processes and tax administration.

c. A 1% cutin corporate tax rate to 17% for the first RM500,000 chargeable income
for SMEs.

d. RM4.5 billion SMEs Loan Fund with a 60% guarantee from Skim Jaminan
Pembiayaan Perniagaan (SJPP).

e. RM2.0 billion is allocated for up to 70% government guarantees via a Business
Loan Guarantee Scheme to encourage investing in automation.

f. RMZ2.0 billion worth of credit and takaful facilities provided by EXIM Bank to
support exports financing.

g. RM1.0 billion SME Shariah-Compliant Financing Scheme given by financial
institutions with the Government providing a 2% profit rate subsidy.

11
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The Government is counting on the private sector to invest more in domestic economy and
take up the slack as the government rationalizes its spending to mend the budget deficit and
contain the debt. In this regard, private sector has to step up its contribution with the
Government facilitating a stable and conducive environment for businesses to undertake
fixed capital investment and investing for future prospects.

What are the factors restraining business investment decision or holding back
business investment? Amongst the factors could be weak economic activity; weak sales;
external uncertainties; domestic policy uncertainty; regulatory policies; financial constraints;
cost of capital; profitability and competition as well as the “crowding out” effect from the
participation of the Government-linked companies (GLCs).

The lack of policy clarity and uncertainty caused frequent upheavals or inconsistencies in
the marketplace. Unclear and uncertainty about the terms and directions of policies, guidelines
and business practices add a significant element of risk for businesses to make viable and
longer-term business decisions.

What policies could encourage a sustained strong expansion of private investment?
Top the list is to provide policy certainty; identify what are the growth priorities; create
the right conditions for growth with the aim of increasing productivity and technological
capability; growing existing businesses; attracting quality FDI and focusing on the greatest
impacts.

In sum, private sector needs the market to function efficiently; enforce contracts; provide
a stable and supportive environment; establish a clear and well-functioning regulatory
framework in easing restrictions and constraints in product markets and reducing
regulatory burdens to stimulate investment and business expansion.

12
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Figure 7: Business prospects in 2019-2020F by major sectors
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4. BUSINESS PULSE DIAGNOSIS

4.1  Major Factors affecting Business Performance

There are multiple factors emanating from both domestic and external sources affecting
business performance. The respondents were asked to list at least three factors out of 27
factors that influence the business performance for the period under review (Jan-Jun 2019).

The survey results listed the following top five factors cited by companies influencing their
business operations and domestic business environment:

() Domestic competition (49.7%)

(1 Lower domestic demand (41.5%)

({11)) Ringgit’s fluctuations (27.9%)

(IV)  Increase in prices of raw materials (25.8%)
V) Government policies (25.1%)

Other equally important factors were manpower shortage (16.3%), change in consumer
preference (15.0%), foreign competition (14.8%), foreign worker levy (12.6%) and domestic
political situation (11.0%).

Figure 8: Top 10 factors affecting business performance

Domestic competition 49.7%
Lower domestic demand

Ringgit's fluctuations

Increase in prices of raw
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Table 3: Top five factors affecting business performance by selected sectors*
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() Domestic competition

Topping the list of dampening factors is domestic competition (ranked by 49.7% of total
respondents), which has been consistently rated as the top five factors in previous surveys
(a smaller sample size). This is expected as 81.8% (or 840) of total respondents were
domestic market-oriented (with more than 50% domestic sales). Of this, 583 respondents
(or 56.8% of total respondents) have 100% domestic sales and 139 respondents were highly
domestic-market orientation (81-99% domestic sales).

Faced with limited domestic market share amid increasing domestic competition in weak
economic conditions, companies are facing pressures to maintain its market share or at
least retain their royal customers through offering better and quality products at
competitive prices as well as provide reliable after-sales services. Some have partially
absorbed the increased costs to maintain market share.

To a large extent, the scaling up of market liberalisation also created competitive
domestic pressures for domestic players, especially in retail and trading. Given the
strong globalization pressures with the influx of new market players as well as greater
competition between the brick and mortar (offline) and online operators in the marketplace,
competition has compelled companies to be innovative in marketing and sales in meeting
the particular demands of consumers. In retailing, for example, companies compete on the
basis of well-established relationships with their customers. Consumer preferences vary
enormously because of differing tastes, prices and quality.

The major industries facing domestic competitive pressures are wholesale and retail trade,
finance and insurance, transportation, forwarding and warehousing, professionals and
business services and external trading companies.
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Domestic small-and medium enterprises (SMEs) having strong footing in local market
should be encouraged to venture abroad, partnering with overseas business partners to
expand their footprints regionally and internationally. The Government together with the
trade association and chambers play an instrumental role in supporting our SMEs in
capability-development and making inroads overseas. In addition, to assist SMEs in finding
business partners via business networking and matching, more overseas trips and
expos can be organised by government agencies and private organisations.

Some technical support and assistance can also be provided to help SMEs assess their
readiness for overseas expansion, advisory on marketability, products development and
branding, the analysis and assessment of the funding structure and business operating model,
analysing the capabilities gap and the acquisition of relevant knowledge to manage expansion
risks.

(1)) Lower domestic demand

Reflecting the softening of domestic economic growth in 2018 amid cautious spending and
rising cost of raw materials, 41.5% of total respondents have cited lower domestic demand
as the second main factor affecting their business performance.

The sectors that reported lower domestic demand are real estate, construction, external
trading, wholesale and retail trade and ICT. These industries were mainly experiencing
either decreases or “no change” in domestic sales in 2H 2018 and are expected to remain
largely unchanged in 1H 2019. With the exception of construction and wholesale and retail
trade sectors, most respondents have recorded a reduction in sales volume by between 1.0-
5.0% in 1H 2018 and 1H 2019.

The most apparent was the construction sector, in which 46.8% of the respondents
experienced reduction in sales volume whereas 33.6% managed to achieve unchanged
volume of sales. Of this, 34.5% of respondents saw their sales declined by between 6.0-10.0%
and more than 10.0% in 2H 2018 and will improve to 25.6% in 1H 2019. The wholesale and
retail trade sector saw 39.4% of respondents suffered a reduction in sales volume in 1H
2018, with 24.7% of businesses experiencing a decline in sales by between 6.0-10.0% and
more than 10.0%. Somewhat similar pattern is expected in 1H 2019.

The manufacturing sector showed somewhat mixed results with about one-third each had
experienced increase, decrease or unchanged outcomes. Other sectors which either
experienced declines or “no change” in domestic sales were real estate sector (78.9% of total
respondents), agriculture sector (74.1%), tourism, shopping, hotels, restaurants, recreation
and entertainment sector (67.9%).

Consumer sentiment has weakened for two consecutive quarters in 2018 as reflected in the
MIER’s Consumer Sentiments Index (CSI) falling below 100-pt confidence threshold, citing a
number of dampening factors: current income deteriorates; financial and job expectations lull;
growing jitters over rising prices; shopping plans selective and prudent.
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While we estimate private consumption to grow at a slower pace of 6.8% in 2019 compared
t08.1% in 2018 (6.9% pain 2011-17), our assessment shows that the big negative shocks
to household spending are not apparent due to: (a) Unemployment rate is expected to
remain relatively stable at 3.3% in 2019 after steadying at 3.3% in Sep-Dec 2018, despite a
total of 21,532 people lost their jobs nationwide for the period 1 Jan to 7 Dec 2018; (b) Wage
growth in the manufacturing sector has remained firmed at 9.8% in 4Q18 (9.6% in 3Q18),
while Malaysian Employers Federation (MEF)'s Salary Surveys for Executives and Non-
Executives forecasted overall average salary increases for executives in 2019 is 4.86%
(4.88% in 2018) and for non-executives is 4.89% in 2019 (4.88% in 2018); and (c) Continued
payment of cost of living aid and stable fuel prices.

However, there are some dampening effects on rural households’ spending power due to
lower prices of palm oil and rubber.

(1) The Ringgit’s fluctuations

A stable performance of the Ringgit is vital for business and investment planning. Some
27.9% of respondents have cited the ringgit’s fluctuations as the third factor influencing
the business performance. On a cumulative basis since end-2014, the ringgit had
depreciated by 15.5% against the US dollar till end-2018. This along with other direct and
indirect costs associated with the policy changes and economic reforms (such as GST, fuel
subsidy, natural gas and electricity tariffs adjustment) have resulted in increased cost of doing
business.

Figure 9: The Ringgit performance against major trading currencies
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For the period of 1 January 2014 to 15 Mar 2019:

usb EUR JPY 100 SGD CNY
Hi 3.1480 3.8689 2.8370 2.5248 0.5114
Low 4.4995 5.1157 4.1436 3.1732 0.7028
Average 3.9377 4.5790 3.5331 2.9095 0.6046
Std Dev 38.8% 27.2% 34.0% 19.9% 4.3%

Source: BNM

Year to date (15 March 2019), the ringgit has appreciated against the Japanese yen (2.3%),
euro (2.2%) and the US dollar (1.2%) while depreciated by 1.1% against the Chinese renminbi
and 3.0% against pound sterling. Against major ASEAN currencies, the ringgit depreciated by
1.5% against the Thai baht but appreciated against the Philippine peso (1.4%), Vietnamese
dong (1.1%), the Singapore dollar (0.4%) and was flat against the Indonesian rupiah.

As Malaysia’s external trade settlement is mostly transacted in the US dollar, a weak ringgit
would result in an increase cost of imported inputs and impact on industries that have high
import content and sell in the domestic market. Exporters with low import content and high
local content would enjoy exchange rate translation gain from a weak ringgit.

With the presence of considerable external risks surrounding the global economy and
influencing the direction of capital flows, the Government must continue to strengthen
domestic economic and financial fundamentals, including ensuring fiscal stability and
debt sustainability as well as stable sovereign ratings to support the ringgit’'s
fundamental value.

(IV)  Increase in prices of raw materials

Businesses and manufacturers continue to grapple with rising material costs, forcing them
either to absorb them or partially pass-through onto consumers in a form of higher selling
prices. The results revealed that most respondents in major sectors have increased their
selling prices (between 1.0-5.0%) in 2H 2018 and will continue to do so in 1H 2019.

The survey results revealed that 50.4% of total respondents expect local raw material
prices to increase in 1H 2019, of which 20.7% expect prices to increase by 1.0-5.0%, 17.0%
between 6.0% and 10.0% and 12.7% expect prices to rise by more than 10.0%. A higher
percentage of respondents (49.2%) said that the cost of imported raw materials will increase
in 1H 2019 with 18.7% of them expecting a 1.0-5.0% increase, 16.4% between 6.0-10.0% and
the balance 14.1% expecting to increase by more than 10.0%.

The sectors reporting increases in raw material prices are wholesale and retail trade,
manufacturing, professional business services, construction, tourism, shopping,
hotels, restaurants and recreation, transportation, forwarding and warehousing, and
finance and insurance.
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Amongst the reasons contributing to increases in raw material prices were SST as the sale
tax rate of 10% is higher compared to GST of 6%, the cumulative effects of weakening ringgit
had resulted in higher imported cost; indirect cascading effects from increased cost of
transportation and cost of doing business (+17 sen/mmBtu in natural gas tariff and +2.87
sen/kWh for electricity tariff respectively in 2H 2018 compared to 1H 2018).

V) Government policies

Government policies was ranked by 25.1% of total respondents as the fifth factor deemed
important to provide a stable and conducive business environment for economic growth,
investment and business expansion.

In this regard, the Government and policy makers can foster an environment of certainty
and stability that businesses and investors crave by implement and execute right and
market friendly policies with sufficient engagements and consultations with the
industry players. This means that the Government and implementing agencies must keep
an open mindset to set clear guidelines and regulations in the marketplace.

Federal, state, and local governments play a crucial and supportive role in the affairs of
industry. The policies, routines and practices of governments can either improve or erode
predictability in markets, which in turn would determine whether an environment is stable and
conducive or unfriendly to long-term investment and business growth.

We are hearing anecdotal evidence that businesses are feeling somewhat pessimism or
cautiously optimistic about this year’s economic outlook and business conditions. Some have
claimed that there were yet clearer policy directions after more than ten months under the new
administration. Businesses have adopted wait and see approaches because of the
uncertainties they face in the global environment and some still getting in tune with domestic
policy transition.

A number of business confidence measurements, namely MIER Business Confidence Index
(BCI), RAM Business Confidence Index (BCl) and FMM-MIER Survey have consistently
showed that investors’ confidence has weakened considerably, dragged by the
expectations over weak economic prospects in the next six months.

A number of government policies and regulations have been rolled out this year that influence
businesses and these include higher minimum wage (Increased by between 10.0-19.6% to
RM1,100 per month from RM21,000 for Peninsular Malaysia and RM920 for East Malaysia),
the revision of First Schedule of the HRDF Act 2001 (such as to include micro-businesses
contributing to HRDF fund), 90 days maternity leaves in the private sector and etc.

Faced with cautious economic outlook and trying demand conditions, businesses would want
some flexibilities to respond to changing rules and policies. No frequent change of
government policy as its inconsistencies or uncertainty about the terms and directions of
policies, guidelines and business practices add a significant element of risk to making longer-
term business decisions. This is especially in the case of foreign workers (FWs) management.
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The immediate priority is to address the shortage of FWs while the Government is
negotiating and regularising the new terms and conditions of FWs intake from sourced
countries (Bangladesh, Nepal and Indonesia). Amongst the thorny issues hampering the
negotiations are the recruiting agents; repatriation cost of illegal FW; “Zero cost” of having
Malaysian employers to bear all the recruitment/ visa/ medical fee/ air ticket costs etc. in the
case of recruiting Nepalese workers. We propose the following measures and initiatives:

(a) Expedite the “replacement of FWs” first once FWs completed their contract and

returned to their own country. Allow the industries to recruit new workers with the “exit
passes”. We cannot completely stop the intake of FWs while waiting for the
Government to finalise all policies related to FWs. Domestic economic activities and
business operations will be greatly affected by if companies and industries cannot
replace their returned legal workers immediately.

(b) There are too many Ministries and agencies involved in the current ecosystem of FWs.

(c)

A Single Ministry/One-stop Agency should be vested with the authorities to address
all issues concerning FWs; (i) Specific legislation and governing of recruitment and
employment of FWs should be enacted and be placed under the purview of Ministry of
Human Resource (MOHR); and (i) Ministry of Home Affairs and Immigration
Department should only confined to the issuing of document papers for the
employment of FWs after approval by Ministry of Health (MOH) and MOHR.

Foreign worker levy acts as pricing mechanism to regulate the number of foreign
workers while generating federal revenue. The 2019 Budget proposed a multi-tier levy
based on the number of FWs. As the industry still facing the pitch of rising cost of doing
business amid weakening economic conditions, we hope for a moratorium on foreign
worker levy hikes for next three years starting 2019 to ease the employment cost
burden.
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4.2 Business Assessment in 2H 2018 and 1H 2019F

Overall, 49% of total respondents were “satisfactory” and 40.3% cited “poor” about their
business conditions in 2H 2018 compared to 1H 2018. But they are turning more cautious
in 1H 2019 as higher respondents (48.7% vs 40.3% in 2H 2018) expect poor business
conditions in the review period. Accordingly, more respondents are expecting “poor”
outcomes in cash flows, creditors’ and debtors’ conditions, suggesting a tough business
environment ahead.

Of notable observation is that cash flows conditions are expected to remain tight as
indicated by 46.3% of respondents vs. 41.3% in 2H 2018 while the number of respondents
indicated “satisfactory” dropped to 46.6% from 50.0% in 2H 2018. Debtors’ conditions are
expected to worsen in 1H 2019 as reflected by 44.6% of respondents, an increase of 6.4
percentage points from 38.2% in 2H 2018.

By sector, the real estate sector has less respondents stating “satisfactory” (44.3%) and
“good” (8.2%) about their business conditions in 2H 2018 compared to overall results (49.0%
and 10.7% respectively) while professional and business services sector has the most
respondents stating “satisfactory” (49.7%) and “good” (15.8%) about their business
conditions.

For 1H 2019, with the exception of wholesale and retail trade, higher respondents are
expecting “poor” business environment in the manufacturing (54.8% vs. 44.9% in 2H
2018), professional and business services (37.9% vs. 34.4% in 2H 2018), construction
(50.4% vs, 41.2% in 2H 2018) and real estate (57.6% vs. 47.5% in 2H 2018) sectors.

The construction, manufacturing, wholesale and retail trade, real estate, professional
and business services sectors would experience further deterioration in cash flows and
debtors’ conditions.

Of significance is the construction sector was less satisfactory over their cash flows
(55.2% of respondents in 1H 2019 vs. 49.6% in 2H 2018) and debtors’ conditions (55.3%
in 1H 2019 vs. 48.9% in 2H 2018), mainly affected by a precipitous slowdown in construction
jobs following the review and rationalisation of government’s spending.
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Figure 10: Business, cash flows, creditors’ and debtors’ conditions in 2H 2018 and 1H

2019F
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4.2.1 Sales performance
4.2.1 (a) Domestic market

With domestic demand remains the prime mover of economic growth, take a closer look at
domestic sales performance and prospects would provide an indication of the strength of
domestic spending. It must be noted that 81.8% of respondents’ sales are catering to domestic
market (more than 50% domestic sales).

The survey results revealed that a high percentage of respondents (66.4%) indicated that
they could at least sustain their domestic sales volume in 2H 2018, with 15.5% reported
an increase in volume by 1.0-5.0%, 10.5% by 6.0-10.0% and 7.6% indicated increase more
than 10% in sales volume.

In 1H 2019, a slightly higher number of businesses (68.0%) expect to at least sustain
their domestic sales volume, with a decline in the percentage of respondents reporting
increases in volume (31.8% in 1H 2019 vs 33.6% in 2H 2018). Nearly one-third of
respondents expect their sales volume to decline in 1H 2019, suggesting still
challenging business conditions.

There were somewhat mixed and wide swings in sales performance in major sectors.
Reflecting the broad weakening of the sector amid the cancellation and deferment of several
mega projects, a high 46.8% of respondents in the construction sector experienced a
reduction in sales volume ranging between 1.0% and 10.0% (27.9% of respondents) and
more than 10.0% (18.9% of respondents); about one-third had “no change” in sales and
only 19.7% printed increases in sales in 1H 2018. The sales volume is expected to improve
in 1H 2019 with 38.0% of respondents expecting a decline in sales while 24.7% will enjoy
higher sales.

Businesses in the wholesale and retail trade sector saw 33.2% of respondents
experiencing increases in sales volume with 17.4% registering increases of 1.0-5.0%
and 10.5% had increases of 6.0-10.0% in 2H 2018. 39.4% of respondents registered a
reduction in sales volume with a majority declined by between 1.0% and 10.0%. In 1H 2019,
slightly higher respondents expect an increase in sales (33.5% vs. 33.2% in 2H 2018) and
lower respondents expect a decline in sales (37.3% vs. 39.4% in 2H 2018).

The manufacturing sector businesses saw a fairly even sales performance with one-third
each experiencing increase, decrease or unchanged sales volume in 2H 2018 and 1H
2019. Sales volume mostly increased by between 1.0% and 10.0%. This is in tandem with
Malaysia’s total sales value of the manufacturing sector, which rose by 7.7% to RM824.8
billion in 2018.

More than 40% of respondents in finance and insurance as well as professional and
business services sectors recorded increase in sales volume by largely between 1.0%
and 10.0% in 2H 2018, but slightly a lower percentage of respondents expecting an
increase in sales volume in 1H 2019.

Amongst the sectors that having more than 5% respondents to be swung into declining
sales volume territory in 1H 2019 were transportation, forwarding and warehousing,
finance and insurance and ICT.
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In terms of unit sale price, 40.3% of respondents indicated that they have maintained their
price level in 2H 2018 and more businesses (45.0%) envisage “no change” in 1H 2019. 39.5%
of businesses had increased their selling prices in 2H 2018 and slightly lesser of them
(34.7%) expect to continue in 1H 2019, with mostly by between 1.0% and 10.0%. These
include manufacturing, wholesale and retail trade, professional and business services.

It was revealed that more respondents in the construction sector expects to increase their
price levels by between 1.0% and 10.0% in 1H 2019 despite the exemption of SST on
some building materials. On the contrary, most respondents (40.1%) in the wholesale and
retail trade sector have indicated to maintain their price levels in 1H 2019 compared to
50% had increased prices in 2H 2018. This could suggest slower distributive trade sales
growth in 1H 2019 compared to average 8.8% yoy growth in 2H 2018, which was largely
boosted by three months consumption tax holidays in Jun-Aug 2018.

4.2.1 (b) Overseas market

A total of 24.6% of respondents have revealed that their overseas sales volume has
increased in 1H 2018, in tandem with the continued expansion of Malaysia’s exports, albeit
slower at 6.7% yoy in 2H 2018 vs. 6.9% in 1H 2018. Of the total respondents, 9.7% increased
sales volume by 1.0-5.0%, 8.4% by 6.0-10.0% and the balance 6.5% increased by more than
10.0%.

The manufacturing sector has witnessed a better than average performance as 31.7% of
them managed to incur higher sales volume and 27.1% of businesses had enjoyed
higher price levels, mostly between 1.0% and 10.0%, mirroring a weaker ringgit in 2H 2018.

For sales prospect in 1H 2019, overall respondents indicated a more moderate increase in
sales volume and prices, mainly from the manufacturing sector (which saw the
percentage of businesses reporting increase in sales reduced from 31.7% in 2H 2018 to
24.5% in 1H 2019), due to the weakening global demand, softer semiconductor sales and
moderate commadity prices.

Figure 12: Domestic and overseas sales (volume and price) in 2H 2018 and 1H 2019F
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Figure 13: Domestic and overseas sales (volume and price) in 2H 2018 and 1H 2019F

by selected sectors
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4.2.2 Business operations

In 2H 2018, a total of 31.3% of respondents have increased their production levels to
meet demand. However, there is a decline in the number of respondents to 28.2%
indicating their plans to increase production in 1H 2019. Likewise, more respondents
would cut production in 1H 2019 (31.6% vs. 30.6% in 2H 2018), reflecting the anticipation of
slower demand.

The capacity utilization rates and inventory levels were in line with the production. 33.8%
and 38.7% of businesses increased their capacity utilization rates and inventory levels
respectively. In 1H 2019, the results showed that slightly lesser businesses (28.9% and 33.7%
respectively) increase their capacity utilization rates and inventory levels in 1H 2019. Notably,
there were more respondents from the construction and wholesale and retail trade sectors
expect a significant drop in capacity utilization rate (35.3% and 34.9% respectively).

A majority of respondents increased their production levels by between 1.0% and 5.0%
in 2H 2018 and 1H 2019. A small percentage (7.1%) of businesses increased their production
by more than 10.0% in 2H 2018 and 7.2% will expand the production by more than 10.0% in
1H 2019.

Amongst the sectors, the manufacturing sector has 35.9% of respondents had increased
production, followed by the wholesale and retail trade and professional and business
services sectors as rated by slightly above 30% of respondents in 2H 2018. Within the
manufacturing sector, only 8.7% of respondents have expanded their production by more than
10.0% in 2H 2018. A somewhat similar production trend is expected in 1H 2019.

The construction sector is expected to stay on weak growth path. A far lower
percentage (0.9%) of businesses expanded their production by more than 10.0% in 2H
2018. Nearly 43% of respondents with some 19.8% expect the production to drop by
more than 10% in 1H 2019. The Government has suspended or reviewed a few large-scale
infrastructure projects as pressured by the need to contain its budget deficit and reduce high
government debt and liabilities. The most impactful projects on the construction sector and
construction-related building materials in the manufacturing sector would be the suspension
of the East Coast Rail Link (ECRL) and the Singapore-Kuala Lumpur High-speed rail (HSR)
project. The Government have also suspended the construction of two oil and gas pipeline
projects costing more than RM4 billion each.

On the stock level pattern, businesses in the wholesale and retail trade sector had the lowest
percentage of respondents (31%) in the ‘unchanged’ category of response. However, more
businesses in the manufacturing and wholesale and retail trade sectors had recorded
significant stock level increases at 41.5% and 42.5% of respondents respectively in 2H 2018.

For 1H 2019, businesses in the manufacturing and wholesale and retail trade sectors are
expected to experience increases in their stock levels (32.1% and 37% of respondents
respectively), suggesting moderate demand. Some 34.5% of respondents in the
construction sector forecast a decline in stock levels, indicating a possible improvement
in this sector.
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Figure 14: Production, capacity utilization rate, inventory or stock level in 2H 2018 and
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4.2.3 Cost of raw materials

This survey results showed that 60.0% and 58.9% of respondents indicated increases in
the cost of local and imported raw materials respectively in 2H 2018. Of this, 23.2% and
21.2% of businesses reported that local and imported raw material prices have increased by
between 6.0% and 10.0% respectively. The reasons were:

(a) Compared to end-2014, the ringgit’s recorded a cumulative depreciation of 15.5% at end-
2018 and had weakened from RM4.05 per US$ in Jan-Jun 2018 to RM4.17 per US$ in
Jul-Dec 2018, resulted in higher cost of imported raw materials.

(b) The replacement of GST with SST has contributed partly to an increase in raw material
prices. Under the GST system, businesses enjoy low tax payable and the offsetting effect
between input tax and output tax. SST has three rate rates (10%, 6% and 5%) compared
to a single rate of 6% GST. As such, manufacturers have to pay an additional 4% tax rate
under the SST. Amid increased cost of raw materials, the survey results showed that a
majority of businesses had partially raised the selling prices. 39.5% of businesses had
increased their selling prices in 2H 2018 and 34.7% of respondents expect to continue
increase prices in 1H 2019, with mostly by between 1.0% and 10.0%.

(c) The rise in cost of raw materials could be attributable to indirect spillover effects from
increased cost of transportation and cost of doing business.

When asked about the cost of raw materials in 1H 2019, about half of total respondents
expect cost of materials either local or imported will increase largely between 1.0% and
10.0%. The sectors reporting increases in raw materials prices are wholesale and retail trade,
manufacturing, professional business services, construction, tourism, shopping, hotels,
restaurant and recreation, transportation, forwarding and warehousing as well as finance and
insurance.

Since the SST had collected revenue of RM5.4 billion, which was 34% higher than the targeted
RM4 billion during September-December 2018, the Government should consider to review
the SST rates, especially the imported tax rate from 10.0% to between 6.0-8.0% and to
standardize the sale tax rate at 5.0% for local production to mitigate the cost burden on
businesses and to be fair for every player.
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Figure 16: Cost of raw materials in 2H 2018 and 1H 2019F
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4.2.4 Manpower

Broadly, the respondents are expected to maintain the number of employees. 53.6% of
respondents reported that the number of employees remained unchanged in 1H 2018
and higher numbers (57.3%) envisage “no change” in 1H 2019. This corresponds with a stable
labour market conditions. National unemployment rate is expected to remain relatively stable
at 3.3-3.5% in 2019 after holding steady at 3.3% in Sep-Dec 2018. There were corresponding
lower percentage of respondents expecting to either increase and reduce the number of
employees in their companies.

The wholesale and retail trade as well as professional and business services sectors
saw higher businesses increased employment at 31.5% and 34.7% respectively in 1H 2018.

On the wage growth, 49.1% of respondents indicated that they had increased wages in
2H 2018, with 41.8% of employers giving a salary increment by between 1.0-10.0%,
followed by 7.3% giving more than 10.0%. Increased wage and income growth bodes well for
consumer spending.

For 1H 2019, the percentage of businesses stated “no change” in the number of
employees increased by 3.7 percentage points to 57.3%. 45.7% and 45.4% of
respondents indicated that either “increase” or “no change” in wage growth respectively
in the first half-year of 2019.

The sectors who envisage higher wage growth in 2H 2019 (largely between 1.0-5.0% and
between 6.0-10.0%) are professional and business services, finance and insurance,
manufacturing as well as wholesale and retail trade. The Malaysian Employers Federation
(MEF)’s Salary Surveys for Executives and Non-Executives forecasted overall average salary
increases for executives in 2019 is 4.86% (4.88% in 2018) and for non-executives is 4.89% in
2019 (4.88% in 2018).
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Figure 18: Number of employees and wage growth in 2H 2018 and 1H 2019F
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4.2.5 Capital expenditure

Businesses have become cautious about their capex spending plans. Less than half of
total respondents (49.3%) have increased capital expenditure in 2H 2018 compared to
1H 2018, leaving 39.3% and 11.5% of them either maintained or lowered their capital
expenditure respectively. Malaysia’s private investment growth slowed markedly from 6.9% in
3Q 2018 to 4.4% in 4Q 2018, leading to a subdued growth of 4.5% in 2018, almost halve of
2017’s 9.3% growth.

Going into 1H 2019, the percentage of businesses planning to increase capital
investment declined by 3.6 percentage points to 45.7% from 49.3% in 2H 2018, suggesting
some cautiousness in investors’ sentiment inflicted by concerns over domestic economic
conditions and external headwinds (uncertainty about the trade talks, weakening momentum
in the US, euro area and China as well as the deadlock over Brexit).

On the domestic front, rising operating costs (minimum wage and utility costs) and compliance
costs amid unresolved outstanding issues such as the shortage of foreign workers coupled
with the weaker external environment have dampened businesses sentiment to commit capital
investment. Compared to 2H 2018, more respondents (43.2% vs. 39.3% in 2H 2018)
indicated “no change” in capital expenditure and 11.2% expects to cut capex in 1H 2019.

Businesses’ cautious approaches in undertaking capital investment is in line with the
production and sales performance. Investors’ wait-and-see stance hinges on future economic
and business prospects. More importantly, what are the new growth direction and sources of
growth to drive Malaysia going forward in a highly complexity external environment?

By sector, a high percentage of respondents in the wholesale and retail trade,
manufacturing and construction sectors (58%, 51.4% and 49.2% respectively) have
increased capital expenditure in 2H 2018 compared to 1H 2018. They plan to increase
capital investment in 1H 2019 compared to 2H 2018.

On the contrary, businesses in the professional services (52.4%) and real estate sectors
(46.3%) maintained their capital expenditure in 2H 2018 compared to 1H 2018 and would
continue to remain status quo in 1H 2019.
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Figure 20: Capital expenditure in 2H 2018 and 1H 2019
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Figure 21: Capital expenditure in 2H 2018 and 1H 2019F by selected sectors
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5. CURRENT ISSUES

We have gauged the respondents’ feedback and views on a number of current issues and the
impact on their business performance. The issues covered are (a) Reintroduction of Sales
and Service Tax (SST); (b) Goods and Services Tax (GST) and income tax refunds; (c)
The US-China trade war; and (d) E-Commerce.

51 Reintroduction of SST

The survey results showed that 66.4% of total respondents indicated that the re-
implementation of SST on 1 September 2018 went smoothly during the transition period.

Figure 22: The transitional implementation of SST
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However, about 41.5% reported that the SST has adverse impact on their business and these
were mostly in manufacturing and construction sectors. This is despite that the SST
exemption were granted to main building materials (cement, sand and bricks) and construction
services. In contrast, 52.0% indicated that the SST has no impact on their business and these
include wholesale and retail trade, professional and business services as well as real
estate sectors.
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Figure 23: SST impact on business performance by selected sectors
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When asked about the impact of SST on input prices and selling prices, a high percentage
of respondents ranging between 40.0% and 72.0% in all industries reporting an increase
in input prices, and some of them generally have raised their selling prices. This suggests
that some could not absorb the increased costs and partially pass-through onto consumers.
Our survey results also indicated that for those have incurred higher input prices, 66.1% of
them have increased their selling prices.

Amongst the respondents reporting input prices have increased by more than 10.0%, a
majority of them were SMEs in the manufacturing and wholesale and retail trade
sectors. 53.5% of respondents in the wholesale and retail trade sector indicated that they
have increased their selling prices.

Figure 24: Impact on overall price level after the SST implementation

Input price Selling price
u|ncrease ONo Change # Decrease mIncrease ONo Change = Decrease
100% 80% 60% 40% 20% 0% 0% 20% 40% 60% 80% 100%

Overall

Wholesale and
retail trade

Manufacturing

Professional and
business services

Construction

Real estate
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In terms of tax instrument, slightly more than half of respondents (54.6%) indicated that
GST is a more preferred tax system than SST, particularly for the manufacturing sector
as exports are zero-rated and eligible to claim input tax. For SST, there is no complete relief
for exports. Companies cannot claim input tax under SST, except for manufacturers who deal
with exports.

Figure 25: SST vs. GST

SST vs. GST - State your preference

OSST BGST
74.5%
0
S4.6% o 50,50.8% 51.4% 48 605 49.6%50.4% 4 30,51 7%
45.4% . .
25.5%
Overall Wholesale and Manufacturing Professional  Construction Real estate
retail trade and business
services

By size of companies, with the exception of manufacturing sector and trading
companies, which were impacted directly, SMEs in most other sectors rated SST over
GST as a preferred taxation system as it imposes tax at only one level compared to the
GST where tax was imposed at every level, from manufacturers to wholesalers, retailers and
consumers. Under the GST, those who have turnover of RM500,000 annually had to register
to impose the 6% GST rate. This is different from SST whereby those having turnover of
RM500,000 or RM1.5 million (for food and beverage operator) annually, but if their items and
services are not in the tax list, need not register for it.
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5.2 GST and Income Tax Refunds

Overall, 62.3% of total respondents are expected to utilise 1.0-10.0% of tax refunds from
GST and income tax (RM37 billion in 2019) for capital investment or domestic spending,
followed by 17.7% of respondents will set aside 11.0-20.0% and 14.8% will spend 21.0-
30.0% of total refunds. Only 5.2% will spend more than 30.0% of total refunds and they are
mainly from the real estate and professional and business service sectors. The utilisation of
GST and income tax refunds for capital spending and consumption would augur well for
domestic economic activities.

By size of companies, 49.2% of large enterprises indicated their intentions to spend 1.0-
10.0% of total refunds while 63.2% for SME.

As approved in the 2019 Budget, the Government will pay tax refund arrears amounting to
RM37.0 billion, of which RM18.0 billion for income tax and RM19.0 billion for GST. The
Customs Department has started paying out GST refunds, which will be carried out in stages
from now till the end of the year. It is also implementing a retention sum or a bank guarantee
scheme as a safeguard. Most of the claims submitted to the department have moved past the
review process.

Finance Minister Tuan Lim Guan Eng announced that a total of RM7.9 billion in refunds for
the GST (RM4.0 billion) and income tax (RM3.9 billion) have been paid out as at February
20109.

Several strategies have been deployed to resolve the issue of GST refunds as follows:

(a) For refunds below RM50,000, desk audits have been completed. Refunds will be
made immediately. The number of claims for sums under RM50,000 comprised more
than 80% of the total claims;

(b) For claims of between RM50,000 and RM100,000, refunds will be made at the rate
of 80%; and

(c) For claims exceeding RM100,000, 70% of the total claim amount will be paid to
the company. The remaining 30% will be retained and paid after the site visit or field
audit is completed within two months.

It is hope that the audit process can be expedited so that it would speed up the refund.
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Figure 26: Percentage of GST and income tax refunds used for capital investment or
domestic spending

E1-10% =11-20% #21-30% =>30%

62.3% 63.2%

Overall Large Enterprises SME

5.3 The US-China Trade War

The survey results showed that the US-China trade dispute generally did not disrupt the
supply chains as indicated by 62.3% of total respondents. In terms of the impact on sales,
while nearly three quarters of respondents indicated no impact at the moment though
23.1% foresee adverse impact in the near future if the trade conflict prolongs and deepens.

While Malaysian manufacturers benefitted from the short-term trade diversion and the
relocation of supply chain, especially in electronics, machinery, wood, paper, plastics, and
rubber, the net positive impact would be negated by broader weakness in global demand,
some capacity constraints and labour shortage. In addition, the fading global demand of
technology products after booming in recent years would have spillover effect on global supply
chains amid the lingering uncertainty about the trade tension, slowing growth in the US, euro
area and China.

The increasing trade protectionism mindset in advanced economies would pose risk to
Malaysia’s trade and financial openness if the trade disputes prolong and deepen. Disruptions
are unavoidable given Malaysia'’s integration into the global supply and value chains.
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Malaysia must leverage on its endowments and strategic location not only as a
production centre but as atrans-shipment hub in ASEAN. This calls for the following short-
and medium-term initiatives and measures to counter the rise of trade protectionist measures:

a)

b)

d)

f)

Provide some form of exports credit scheme to domestic SMEs if the trade war
prolongs and widens. The results revealed that 37.5% respondents wish the
Government can reduce import duties on raw materials; and 27.1% opined that
the Government can assist in exploring new export markets to mitigate the impact from
trade disputes.

Provide attractive incentives to conglomerates and MNCs to establish their
principal hub, helping to make Malaysia as the optimal location provided with higher
flexibility in serving their network companies to cater for the Asia Pacific region and
global markets.

Malaysia must widen and deepen its trade relationships — actively participate in
multilateral trade agreements or mutual trade relations through forging a close link
with ASEAN to push for freer and fairer trade practices. Newer markets such as Middle-
east, Africa and Asia Pacific.

Provide clarity on Malaysia’s stand concerning ongoing negotiations for The
Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP) and Regional Comprehensive Economic Partnership (RCEP). The
immediate priority now is to intensify RCEP negotiations and implementation.

Draw up actionable plans to stimulate higher domestic investments and attract
more quality foreign direct investments. Both the Government and private sector
must assume ownership in two areas — capacity building for trade and market
promotion as well as products mix and products complexities.

Diversify more trading activities with European Union (EU), revisit the Malaysia-
European Union Free Trade Agreement (MEUFTA) negotiation or accelerate the
proposed ASEAN-EU FTA

Figure 27: Gauging the impact of the US-China trade conflict

Impact on supply chain Impact on sales
62.3%

49.0%

24.0% 23.1%

3.9%
Overall No impact atall  Adverse impact  No impact, but Benefited from or
foresee adverse  will benefit from
mEYes mNo impact the trade disputes

in near future
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Figure 28: Mitigate the impact of trade war

Government can assist businesses to mitigate the impact

Reduce import duties
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on raw materials 37.8%
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Provide export tax rebates

Provide financial assistance
through Export-Import Bank

Others

54 E-Commerce

Following the convergence of digitalisation, information technologies and business practices,
E-Commerce has become an important tool in terms of effectiveness and efficiency of doing
business, rivalling the bricks and mortars retailers.

There are many barriers to engaging digital technology. For some SMEs, they may have the
mindset to adopt ICT but the size and business activity influences the level of adoption.
Amongst the challenges and limitation factors faced in the adoption of E-Commerce were
internal technological capabilities, high fixed cost of technology investment,
knowledge, ICT skills, infrastructure, security and trust.

Faced with these constraints, some SMEs were seen less favoured or inclined to adopt ICT
that is deemed not so relevant to their business models. Small businesses would rather keep
their business operations small than expand.

While the SERC’s survey on E-readiness of Malaysian SME dated 2017 October indicated
that e-mail was the most widely adopted E-Commerce application, this M-BECS survey results
revealed that 56.9% of respondents did not utilize E-Commerce platform or applications
in business transactions. For those respondents adopting E-Commerce applications,
66% of them indicated that their sales revenue has increased by 1.0-10.0%, followed by
18.8% enjoying an increase between 11.0-20.0%.

The respondents, particularly cited the lack of IT knowledge or IT technicians (rated by
28.7% of respondents) and reliability of internet speed and telecommunications
infrastructure (20.8%) as the main two challenges constraining the limited adoption of E-
Commerce amongst both users and non-users.

The risk of security payment and data privacy was cited by 8.4% of respondents,
suggesting that the users and consumers have generally comfortable with the easy-to-use
and more secure payment options. Consumer data is at the core of many E-Commerce
services and hence, the relevant agencies must put in place regulations that aim to achieve
transparent and fair protection for consumers during advertising, marketing, contract terms
and payments.
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For the manufacturing sector, the shortage of IT technicians was indicated by 30.3% of
respondents to be the top main reason for not adopting digital technology. High fixed cost
of new technology investment came in second (21.8%), followed by the reliability of speed and
telecommunications infrastructure (19.7%).

Figure 29: Adoption of E-Commerce and the challenges faced by SMEs

Challenges and barriers to E-
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~30% SMEs: _
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FIEETTE I L -
eesriisrss) (R
wssrisssss |
wersissl 1R
AL

2. Reliability of internet speed and
telecommunications
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T i ' . Commerce (14.3%)
T _ SRR 5. Reluctantto adopt ICT or change
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Adoption of s 6. Risk of security of payment and

E-Commerce = THOOEES

-------------------- privacy of data (8.4%)
7. Other (2.0%)

Policy implications

a)

b)

c)

The Government or respective agencies need to look into providing incentives or
grants to expedite the embracement of basic digital technologies among the non-
adopters, and to promote the use of newer advanced technologies (Big Data, mobile
apps, Cloud computing, etc) among those who have embraced or already utilizing the
basic digital technology.

The establishment of a Facilitation fund, including grants to help SMEs adopt digital
technologies. Fiscal tax incentives, including capital and equipment allowances
to ease the upfront cost of ICT investment. Cluster initiatives to facilitate the take-
up of innovation among SME.

Enhanced security system, protect personal data privacy and building
consumers’ trust. Gaining consumers’ confidence and trust hold the key in E-
Commerce. The regulators must put in place a credible legal framework - effective
consumer protection legislation, enforcement institutions and redress systems for the
use of digital technologies through the provision of affordable security infrastructure
and technologies with low compliance cost.
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6. CONCLUSION

Overall, the survey results indicated that business in Malaysia are generally cautious about
economic outlook and business prospects in 2H 2018 and 2019 as influenced by a
combination of external and domestic challenges. These include moderating global growth,
the on-going trade talks between the US and China, the Brexit impasse as well as domestic
policy transition amid weakening consumer sentiment and investor confidence.

Businesses continued to face challenging operating environment amid still-high cost of
doing business and compliance costs. The top five factors affecting their business
performance are competitive pressures in domestic market, trying domestic demand,
the ringgit’s volatility, high cost of raw materials and Government policies.

Business operations (production, sales and raw materials) were generally in line with the
business conditions as follows:

(a) While 31.3% of respondents have increased their production to meet demand in 2H
2018, a lower number of respondents have plans to increase production in 1H
2019 and slightly more respondents would cut production in 1H 2019 (31.6% vs.
30.1% in 2H 2018), suggesting still wary of demand;

(b) A majority of respondents (66.4% in 2H 2018 and 68.0% in 1H 2019) indicated
that they could at least sustain their domestic sales volume. However, there is still
nearly one-third of businesses expect their sales volume to decline in 1H 2019 on the
back of challenging business conditions; and

(c) Most respondents indicated that the cost of local and imported raw materials
have increased by mostly between 6.0% and 10.0% respectively, attributable to
the cumulative impact of the ringgit’s depreciation, the change in tax system (SST vs.
GST) and indirect cascading effects from increased cost of doing business.

Businesses have become cautious about their capex spending plans. Less than half of total
respondents (49.3%) have increased capital expenditure in 2H 2018, leaving 39.3% and
11.5% either have maintained or lowered their capex respectively. A lower number of
respondents (45.7% vs. 49.3% in 2H 2018) will increase capex in 1H 2019, suggesting
some cautiousness in investors’ sentiment, inflicted by concerns over domestic economic
conditions and external headwinds.

The respondents were asked to provide feedback and views on a number of current issues
and the impact on their business performance. The issues covered are (a) Reintroduction of
Sales and Service Tax (SST); (b) Goods and Services Tax (GST) and income tax refunds;
(c) The US-China trade war; and (d) E-Commerce.

(a) Slightly more than half of respondents (54.6%) indicated that GST is a more
preferred tax system than SST. About 41.5% revealed that the SST has adverse
impact on their business and these were in the manufacturing and construction
sectors.

(b) About 62.3% of total respondents would utilise 1.0-10.0% of GST and income tax
refunds for capital spending.
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(c) 62.3% of total respondents indicated that the US-China trade dispute generally
did not disrupt the supply chains while nearly three gquarters of respondents
indicated no impact at the moment, 23.1% foresee adverse impact in the near
future.

(d) On the utilisation of E-Commerce, 56.9% of respondents did not utilize E-
Commerce platform or applications in business transactions, citing the lack of IT
knowledge or IT technicians and reliability of internet speed and
telecommunications infrastructure as the main two challenges constraining the
limited adoption of E-Commerce amongst both users and non-users.
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Appendix 1: Survey Questionnaire

':I:I IE\

Accciv SERC
Malaysia’s Business and Economic Conditions Survey
(M-BECS)

This is a survey jointly conducted by the Associated Chinese Chambers of Commerce and Industry of
Malaysia (ACCCIM) and Socio-Economic Research Centre (SERC) on Malaysia’s business and
economic conditions in the second half-year of 2018 (2H18: Jul-Dec 2018) and prospects for the first
half-year of 2019 (1H19: Jan-Jun 2019) and beyond.

We seek your kind cooperation to return the duly completed questionnaire to the ACCCIM Secretariat by
31% January 2019 (Email: commerce@acccim.org.my / Fax: 03-4260 3080). Thank you for your support
and cooperation.

Section A: BUSINESS BACKGROUND
**If you have multiple businesses, please refer to the principal business/sector when answering the questions.
Al. Type of industry or sub-sector: [Please select ONE (1)]

Agriculture, forestry and fishery
Mining and quarrying

Transportation, forwarding and warehousing
B Professional and business services

Manufacturing Finance and insurance
B Construction Real estate
Wholesale and retail trade ICT

B Trading (imports and exports) Others, please specify:

Tourism, shopping, hotels, restaurants,
 recreation and entertainment

A2. Indicate % of total sales / revenues derived from:

Domestic market

Foreign market

%
%

A3.

A4,

AS.

Size of business operation:

Manufacturing
Micro (Turnover less than RM300k)
Small (RM300k to < RM15mil)
Medium (RM15mil to < RM50mil)
|:| Large (Turnover more than RM50mil)
Number of full-time employees:
Manufacturing

Less than 5
5to<75
75 to < 200
[ ] >200

Share of total employees:

Local employees : %
Foreign employees : %

Services and other sectors

Micro (Turnover less than RM300k)
Small (RM300k to < RM3mil)
Medium (RM3mil to < RM20mil)

|:| Large (Turnover more than RM20mil)

Services and other sectors

Lessthan5
5<30
30to<75
[]>75
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Section B: OVERALL ASSESSMENT

B1. Which of the following factors may adversely affect your business performance?
[Please select at least THREE (3)]
Domestic competition Marketing and advertising cost
Foreign competition Lack of access to finance
Lower domestic demand Lack of capital for expansion
Lower foreign demand Availability of skilled workers
Change in consumer preference Manpower shortage
[ ] Excess production capacity Insufficient training for workers
Capacity or production constraints Insufficient infrastructure
Change in management Technological disadvantages
[ ] Ringgit's fluctuation Broadband and IT accessibility
Foreign worker levy Lack of business confidence
Increase in prices of raw materials Government's policies
Increase in utility cost Domestic political situation
Rising transportation costs Geopolitical risks
Increase in rental Others, please specify:
B2. Performance and Forecast
2H 2018 (Jul-Dec) compared to Outlook for 1H 2019 (Jan-Jun)
1H 2018 (Jan-Jun) compared to 2H 2018 (Jul-Dec)
B2.1 Overall Good Satisfactory Poor Good Satisfactory Poor
i.  Business conditions Q a a a a a
ii. Cash flows conditions a a a a a a
ii. Creditors’ conditions a a a a a a
iv. Debtors’ conditions Q a a a a a
2H 2018 (Jul-Dec) compared to Outlook for 1H 2019 (Jan-Jun)
1H 2018 (Jan-Jun) compared to 2H 2018 (Jul-Dec)
B2.2 Operation Increase No change Decrease Increase No change Decrease
i.  Production O 1-5% O 1-5% 4 1-5% 4 1-5%
U 6-10% a U 6-10% 0 6-10% a 0 6-10%
Q> 10% Q> 10% a>10% a>10%
ii. Current capacity utilization rate: %
Capacity utilization|Q 1-5% Q 1-5% Q 1-5% Q 1-5%
level 0 6-10% QO 0610% | 0610% O 0610%
0 >10% Q> 10% Q> 10% a>10%
iii. Cost of raw materials|(Q 1-5% Q 1-5% Q 1-5% Q 1-5%
(local) 0 6-10% Q  06-10% | O6-10% O 0610%
0 >10% Q>10% > 10% d>10%
iv. Cost of raw materials|Q 1-5% Q 1-5% Q 1-5% Q 1-5%
(imported) 0 6-10% - 06-10% | 0 6-10% o 0 6-10%
0 >10% Q>10% > 10% d>10%
v. Inventory or d 1-5% 4 1-5%  1-5% 4 1-5%
stock level
0 6-10% a 0 6-10% U 6-10% a U 6-10%
0 >10% Q>10% > 10% d>10%
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(Cont.) 2H 2018 (Jul-Dec) compared to Outlook for 1H 2019 (Jan-Jun)
1H 2018 (Jan-Jun) compared to 2H 2018 (Jul-Dec)
B2.3 Manpower Increase No change Decrease Increase No change Decrease
i.  Number of employees |Q 1-5 Q 1-5 Q15 a1-5
4 6-10 a 4 6-10 4 6-10 a 4 6-10
a>10 a>10 a>10 a>10
i. Wage growth Q 1-5% Q 1-5% Q 1-5% Q 1-5%
a 6-10% a Q 6-10% U 6-10% a U 6-10%
a>10% a>10% a>10% d>10%
B2.4 Domestic Sales Increase No change Decrease Increase No change Decrease
i Volume Q 1-5% Q 1-5% Q 1-5% Q 1-5%
Q 6-10% a Q 6-10% U 6-10% a U 6-10%
d>10% ad>10% d>10% a>10%
ii. Price O 1-5% 0 1-5% Q 1-5% Q 1-5%
U 6-10% a 06-10% | 0O6-10% a 0 6-10%
Q> 10% Q> 10% a>10% d>10%
B2.5 Foreign Sales Increase No change Decrease Increase No change Decrease
i.  Volume Q 1-5% Q 1-5% Q 1-5% Q 1-5%
a 6-10% a Q 6-10% U 6-10% a U 6-10%
Q> 10% a>10% a>10% a>10%
ii. Price Q 1-5% Q 1-5% Q 1-5% Q 1-5%
Q 6-10% a Q 6-10% d 6-10% a d 6-10%
Q> 10% Q> 10% d>10% a>10%
B2.6 Other Increase No change Decrease Increase No change Decrease
i.  Capital expenditure |0 1-5% Q0 1-5% Q1-5% 0 1-5%
a 6-10% a a 6-10% U 6-10% a U 6-10%
Q> 10% Q> 10% O >10% a>10%
B3. When comparing with 1H 2018, business conditions in 2H 2018 has:
Expanded No change Deteriorated
B4. Economic conditions outlook:
Optimistic Neutral Pessimistic
1H 2019 a d a
2H 2019 a d a
Estimates for 2019 a Q a
Forecast for 2020 a Q a
B5. Business conditions outlook:
Optimistic Neutral Pessimistic
1H 2019 a d a
2H 2019 a d a
Estimates for 2019 a Q a
Forecast for 2020 a Q a
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Section C: CURRENT ISSUES
C1. Reintroduction of SST

Following three months of zero-rated GST in June-August, the SST was reintroduced on 1 Sep
2018 to replace GST.

a) How will the SST impact your business?

Adverse impact No impact Better off

b) Does the transitional implementation of SST go smoothly?

Yes No, because

c) Impact on overall price level after the implementation of SST

Increase by No Decreased by
>10% | <10% Change| <10% | >10%

Input price E
Selling price B

d) Between SST and GST, which is a better ones?

SST GST

Cc2. GST and income tax refunds

In 2019 Budget, the Government would refund the GST and income tax totalling RM37 billion in
2019. What is the percentage of GST and income tax refunds would be utilized for capital
investment or spending?

1-10%
11-20%
21-30%
%
C3. The US-China’s trade war
a) How will the trade war impact your company?
(i) Disruptions in supply chains
Yes
No
(i) Impact on sales
Adverse impact via supply chain, sales dropped by
a 1-5%
Q 6-10%
a %
No impact at all

No impact, but foresee adverse impact in near future
Benefited from or will benefit from the trade disputes, sales increased by
Q 1-5%
0 6-10%
Q %
b) In what way the Government can assist businesses to mitigate the disruption from the trade
troubles?

Provide export tax rebates
Reduce import duties on raw materials

Assist in exploring new export markets
Provide financial assistance through Export-Import Bank (EXIM Bank)
Others, please specify:
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C4.

E-Commerce
a) Does your company utilize E-Commerce platform in business transactions?

Yes, company revenue increased by
a 1-10%
Q 11-20%
U 21-30%
a %

No, because

b) What are the challenges and barriers to E-Commerce/digital technology adoption by SMEs in

Malaysia?
New technology investment incurred high fixed cost
Insecurity - risk of security of payment and privacy of data
Lack of knowledge and skills to do so / lack of IT technicians
|:| Reliability of internet speed and telecommunications infrastructure
Business is too small to use E-Commerce
|:] Reluctant to adopt ICT or change in mindset

Others, please specify:

Kindly share with us what are the CHALLENGES AND ISSUES faced by your company today. Also,
please indicate your wish list for Malaysia’s 2020 Budget.

Company name : Respondent’s name

Email address Contact number

Location / State : Kuala Lumpur| | Selangor [ | Terengganu| ] Penang| | Johor
[ ] Pahang Perlis Melaka [ ] Perak Kedah
Kelantan Sarawak [ | Sabah Negeri Sembilan

Disclaimer: The information provided in this survey will be treated in strictest confidential.

~ Thank you very much for your cooperation ~
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Appendix 2: Summary of guidelines for SME definition

Size of

Services and other

. Criteria Manufacturing sector
enterprise sectors
L Sales turnover Above RM50 million OR | Above RM20 million OR
arge
enterprise | Number of full- Above 200 Above 75
time employees
RM15 million to RM50 RM3 million to RM20
_ Sales turnover - .
Medium million OR million OR
enterprise -
P Number of ful 75 to 200 301075
time employees
Sales turnover RM300,000 to less than RM300,000 to less than
% Small RM15 million OR RM3 million OR
wn .
enterprise -
P Number of full 5 to less than 75 5 to less than 30
time employees
Mi Sales turnover Below RM300,000 OR Below RM300,000 OR
icro
: N f full-
enterprise | umber of fu Less than 5 Less than 5
time employees

50




Appendix 3: Top 5 factors affecting business performance by sector
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Overall Score, % 49.7 415 27.9 25.8 25.1 |
Ranking 1 2 3 4 5 NN
Wholesaleand  Score, % 58.3 48.7 36.7 27.6 21.c [ ENGTENEENIEEGNEGEGEGENGEE
retail trade Ranking 1 2 3 4 5 S

Manufacturin Score, % 42.3 40.3 29.1 36.2 [N :0.c IR
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Professional and Score, % 53.0 35.5 24.0 |l 235 191----

business .
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Score, % 50.4 49.6 214 275 252 ----

CONSHUCHon - Ranking 1 2 3 4 | N
Score, % 42.6 50 8 - 24 6 39 3 -- 29 5 --

Real estate Ranking 5

Tourism, Score, % 43.1 37 9 27.6 - 27 6 --- 24.1 -

shopping, hotels,

restaurants, )
recreation and Ranking 1
entertainment

Trading (Imports Score, % 52.8 49 1 54.7 340 D 2 5
and exports) Ranking 2 1 4 R -
o Score, % 40.9 43.2 22.7 I 364 I 5.0
Rankng 2 1 5 [l 3 IR
Finance and Score, % 56.8 18.2 15.9 | 40 o I 27 3 -
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Transportation, Score, % 54.2 29.2 |} 25.0 29.2 --

forwarding and .

i e L
Mining and Score, % 60.0 40.0 20.0 [N 20 o | |
quarrying Ranking 1 2 5 M 5 -----

Note: Rising transportation costs (29.2%) was ranked as 4™ factor in transportation, forwarding and
warehousing sector; Lower foreign demand (40%) and Excess production capacity (40%) were ranked as 2"
factor in the mining quarrying sector.
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Appendix 4: ACCCIM M-BCES Survey Results
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MALAYSIA'S BUSINESS AND ECONOMIC CONDITIONS SURVEY (M-BECS)

FOR THE 2H 2018 & 1H 2019F
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Part A: Business Background
Al SMEs| 93.1% | 80.0% | 90.8% | 93.1% | 93.5% | 98.1% | 98.3% | 100.0% | 97.3% | 95.5% | 88.5% | 95.5% | 94.1%
Large Enterprises| 6.9% 20.0% 9.2% 6.9% 6.5% 1.9% 1.7% 0.0% 2.7% 4.5% 11.5% 4.5% 5.9%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
A2 |Indicate % of total sales / revenues derived from domestic/export market
More than 50% sales from domestic market| 65.5% | 60.0% | 70.9% | 90.8% | 84.4% | 64.2% | 84.5% | 75.0% | 85.8% | 81.8% | 93.4% | 93.2% | 81.8%
50% each from domestic and export makets| 13.8% 0.0% 4.6% 0.0% 5.0% 9.4% 1.7% 12.5% 2.7% 6.8% 1.6% 2.3% 4.1%
More than 50% sales from export market| 20.7% | 40.0% | 24.5% 9.2% 10.6% | 26.4% | 13.8% | 12.5% | 11.5% | 11.4% 4.9% 4.5% 14.1%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
A5 |Share to total employees
More than 50% are local employees| 62.1% | 100.0% | 65.3% | 77.9% | 94.5% | 96.2% | 79.3% | 100.0% | 90.7% | 93.2% | 93.4% | 93.2% | 84.4%
50% each for local and foreign employees| 20.7% 0.0% 11.7% 9.2% 1.0% 0.0% 12.1% 0.0% 1.6% 2.3% 3.3% 4.5% 5.6%
More than 50% are foreign employees| 17.2% 0.0% 23.0% | 13.0% 4.5% 3.8% 8.6% 0.0% 7.7% 4.5% 3.3% 2.3% 9.9%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
Part B : Overall Assessment
B1 |Which of the following factors may adversely affect your performance? (Dummy variable)
Domestic competition| 34.5% | 60.0% | 42.3% | 50.4% | 58.3% | 52.8% | 43.1% | 54.2% | 53.0% | 56.8% | 42.6% | 40.9% | 49.7%
Foreign competition| 3.4% 0.0% 30.6% 9.2% 17.6% | 22.6% 1.7% 8.3% 5.5% 11.4% 4.9% 25.0% | 14.8%
Lower domestic demand| 17.2% | 40.0% | 40.3% | 49.6% | 48.7% | 49.1% | 37.9% | 29.2% | 35.5% | 18.2% | 50.8% | 43.2% | 41.5%
Lower foreign demand| 20.7% | 40.0% | 16.3% 3.1% 3.0% 18.9% | 10.3% | 16.7% 2.7% 4.5% 4.9% 4.5% 8.0%
Change in consumer preference| 6.9% 0.0% 10.7% 5.3% 19.1% 9.4% 24.1% | 12.5% | 16.9% | 27.3% | 18.0% | 22.7% | 15.0%
Excess production capacity| 3.4% 40.0% 7.7% 9.9% 5.5% 11.3% 3.4% 0.0% 2.2% 4.5% 29.5% 0.0% 7.2%
Capacity or production constraints| 10.3% 0.0% 8.2% 3.8% 1.0% 3.8% 0.0% 4.2% 3.3% 4.5% 0.0% 4.5% 3.8%
Change in management| 0.0% 0.0% 2.0% 3.8% 5.0% 1.9% 1.7% 4.2% 7.7% 2.3% 3.3% 9.1% 4.2%
Ringgit's fluctuation| 24.1% | 20.0% | 29.1% | 21.4% | 36.7% | 54.7% | 27.6% | 16.7% | 24.0% | 15.9% | 18.0% | 22.7% | 27.9%
Foreign worker levy| 20.7% 0.0% 26.0% | 19.8% 5.0% 9.4% 13.8% 8.3% 8.2% 0.0% 8.2% 2.3% 12.6%
Increase in price of raw materials| 44.8% 0.0% 36.2% | 27.5% | 27.6% | 34.0% | 22.4% | 25.0% | 18.0% 6.8% 24.6% 4.5% 25.8%
Increase in utility cost| 13.8% | 20.0% 9.7% 7.6% 8.0% 1.9% 3.4% 4.2% 10.9% | 15.9% 4.9% 11.4% 8.7%
Rising transportation costs| 13.8% 0.0% 9.7% 4.6% 14.1% 7.5% 3.4% 29.2% 3.3% 2.3% 6.6% 4.5% 8.1%
Increase in rental| 0.0% 0.0% 1.5% 1.5% 12.6% 1.9% 3.4% 8.3% 8.7% 11.4% 3.3% 4.5% 5.8%
Marketing and advertising cost| 3.4% 0.0% 3.6% 3.1% 8.5% 3.8% 6.9% 4.2% 9.3% 0.0% 6.6% 4.5% 5.7%
Lack of access to finance| 10.3% 0.0% 3.1% 7.6% 7.5% 1.9% 6.9% 12.5% 5.5% 11.4% | 16.4% 6.8% 6.8%
Lack of capital for expansion| 20.7% | 20.0% 5.1% 5.3% 11.1% 5.7% 12.1% 8.3% 10.4% 6.8% 4.9% 2.3% 8.2%
Availability of skilled workers| 10.3% | 20.0% | 11.2% | 16.8% 5.0% 3.8% 6.9% 4.2% 13.7% 4.5% 6.6% 15.9% | 10.0%
Manpower shortage| 31.0% 0.0% 24.0% | 16.0% | 14.1% 3.8% 13.8% | 16.7% | 19.1% 4.5% 9.8% 11.4% | 16.3%
Insufficient training for workers| 6.9% 0.0% 3.1% 4.6% 5.0% 1.9% 5.2% 4.2% 10.4% | 11.4% 1.6% 2.3% 5.4%
Insufficient infrastructure| 0.0% 0.0% 1.0% 0.8% 4.5% 1.9% 3.4% 8.3% 3.8% 2.3% 4.9% 2.3% 2.8%
Technological disadvantages| 0.0% 0.0% 3.6% 2.3% 2.0% 1.9% 1.7% 4.2% 4.9% 6.8% 3.3% 11.4% 3.5%
Broadband and IT accessibility| 0.0% 0.0% 2.0% 0.0% 4.5% 1.9% 3.4% 0.0% 7.7% 4.5% 1.6% 9.1% 3.6%
Lack of business confidence| 0.0% 0.0% 2.0% 4.6% 8.0% 3.8% 8.6% 4.2% 7.7% 13.6% 8.2% 6.8% 6.0%
Government's policies| 34.5% | 20.0% | 19.9% | 25.2% | 21.6% | 15.1% | 27.6% | 29.2% | 23.5% | 40.9% | 39.3% | 36.4% | 25.1%
Domestic political situation| 0.0% 0.0% 9.2% 16.8% | 10.1% 9.4% 10.3% 8.3% 11.5% 9.1% 19.7% 6.8% 11.0%
Geopolitical risks| 0.0% 20.0% 1.5% 4.6% 2.5% 1.9% 0.0% 0.0% 2.2% 11.4% 1.6% 0.0% 2.5%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
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B2 |Performance and Forecast
2H 2018 (Jul - Dec) compared to 1H 2018 (Jan-Jun
| |Overall
i |Business condition
Good| 13.8% 0.0% 10.2% 8.4% 7.5% 9.4% 12.1% 4.2% 15.8% | 15.9% 8.2% 13.6% | 10.7%
Satisfactory| 51.7% | 40.0% | 44.9% | 50.4% | 48.2% | 58.5% | 53.4% | 62.5% | 49.7% | 43.2% | 44.3% | 50.0% | 49.0%
Poor| 34.5% | 60.0% | 44.9% | 41.2% | 44.2% | 32.1% | 34.5% | 33.3% | 34.4% | 40.9% | 47.5% | 36.4% | 40.3%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
i |Cash flows condition
Good| 13.8% 0.0% 6.1% 7.6% 7.0% 7.5% 12.1% 4.2% 11.5% | 18.2% 6.6% 9.1% 8.7%
Satisfactory| 55.2% | 80.0% | 50.0% | 42.7% | 47.7% | 54.7% | 48.3% | 58.3% | 54.6% | 47.7% | 52.5% | 47.7% | 50.0%
Poor| 31.0% | 20.0% | 43.9% | 49.6% | 45.2% | 37.7% | 39.7% | 37.5% | 33.9% | 34.1% | 41.0% | 43.2% | 41.3%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
ii |Creditors' condition
Good| 10.3% 0.0% 6.1% 4.6% 6.0% 5.7% 12.1% 0.0% 8.2% 11.4% 4.9% 11.4% 6.9%
Satisfactory| 58.6% | 80.0% | 52.6% | 52.7% | 59.3% | 66.0% | 60.3% | 58.3% | 62.8% | 59.1% | 54.1% | 63.6% | 58.1%
Poor| 31.0% | 20.0% | 41.3% | 42.7% | 34.7% | 28.3% | 27.6% | 41.7% | 29.0% | 29.5% | 41.0% | 25.0% | 35.0%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
iv |Debtors' condition
Good| 10.3% 0.0% 6.1% 4.6% 6.5% 3.8% 5.2% 8.3% 10.4% | 11.4% 4.9% 13.6% 7.2%
Satisfactory| 51.7% | 60.0% | 48.5% | 46.6% | 54.8% | 64.2% | 65.5% | 41.7% | 61.2% | 56.8% | 54.1% | 59.1% | 54.6%
Poor| 37.9% | 40.0% | 45.4% | 48.9% | 38.7% | 32.1% | 29.3% | 50.0% | 28.4% | 31.8% | 41.0% | 27.3% | 38.2%
Sample size (n) 29 5 196 131 199 53 58 24 183 44 61 44 1,027
1l |Operation
i |Production
Increase 1-5%)| 19.2% | 20.0% | 16.2% | 15.9% | 13.8% | 15.9% | 14.6% 4.8% 10.9% | 19.4% 4.3% 10.3% | 13.8%
Increase 6-10%| 7.7% 20.0% | 11.0% 8.4% 8.8% 11.4% | 12.5% | 14.3% | 12.4% | 16.1% 4.3% 10.3% | 10.4%
Increase >10%| 7.7% 0.0% 8.7% 0.9% 8.1% 6.8% 4.2% 0.0% 7.3% 19.4% 8.7% 10.3% 7.1%
No change| 42.3% | 40.0% | 30.1% | 38.3% | 38.1% | 29.5% | 43.8% | 52.4% | 44.5% | 29.0% | 52.2% | 44.8% | 38.6%
Decrease 1-5%| 11.5% 0.0% 17.3% | 10.3% | 11.3% | 13.6% 6.3% 4.8% 13.1% 6.5% 13.0% 0.0% 11.9%
Decrease 6-10%| 3.8% 0.0% 9.8% 12.1% | 10.6% | 11.4% 6.3% 19.0% 3.6% 3.2% 8.7% 13.8% 8.9%
Decrease >10%| 7.7% 20.0% 6.9% 14.0% 9.4% 11.4% | 12.5% 4.8% 8.0% 6.5% 8.7% 10.3% 9.3%
Sample size (n) 26 5 173 107 160 44 48 21 137 31 46 29 827
i |Capacity utilization level
Increase 1-5%| 13.8% 0.0% 18.6% | 12.2% | 14.9% | 27.9% | 13.2% 0.0% 9.7% 11.1% | 10.9% | 12.2% | 14.0%
Increase 6-10%| 20.7% | 20.0% 9.0% 10.4% | 10.1% 9.3% 11.3% | 15.0% | 11.0% | 19.4% 9.1% 12.2% | 11.0%
Increase >10%| 6.9% 0.0% 8.5% 6.1% 5.4% 7.0% 3.8% 20.0% | 10.3% | 19.4% | 10.9% | 19.5% 8.8%
No change| 41.4% | 40.0% | 33.0% | 43.5% | 42.3% | 27.9% | 50.9% | 45.0% | 51.0% | 27.8% | 45.5% | 43.9% | 41.4%
Decrease 1-5%| 6.9% 20.0% | 11.2% | 10.4% | 11.9% | 14.0% 9.4% 10.0% | 11.0% | 11.1% 9.1% 0.0% 10.5%
Decrease 6-10%| 0.0% 0.0% 10.1% | 11.3% 7.7% 4.7% 7.5% 5.0% 3.4% 8.3% 9.1% 9.8% 7.7%
Decrease >10%| 10.3% | 20.0% 9.6% 6.1% 7.7% 9.3% 3.8% 5.0% 3.4% 2.8% 5.5% 2.4% 6.6%
Sample size (n) 29 5 188 115 168 43 53 20 145 36 55 41 898
i |Cost of raw materials (local)
Increase 1-5%| 20.7% | 20.0% | 20.6% | 20.2% | 20.6% | 26.7% | 17.6% | 21.1% | 20.4% | 14.3% | 14.8% | 12.8% | 19.7%
Increase 6-10%| 17.2% | 20.0% | 22.8% | 26.9% | 24.0% | 20.0% | 25.5% | 21.1% | 23.4% | 22.9% | 18.5% | 23.1% | 23.2%
Increase >10%)| 24.1% | 40.0% | 19.0% | 16.0% | 16.6% | 13.3% | 13.7% | 31.6% | 14.6% | 20.0% | 16.7% | 12.8% | 17.1%
No change| 24.1% 0.0% 249% | 21.8% | 27.4% | 24.4% | 31.4% | 15.8% | 35.8% | 28.6% | 38.9% | 46.2% | 28.5%
Decrease 1-5%| 3.4% 0.0% 7.4% 5.0% 4.6% 6.7% 3.9% 5.3% 2.2% 5.7% 3.7% 2.6% 4.8%
Decrease 6-10%| 3.4% 0.0% 2.1% 5.9% 2.9% 2.2% 5.9% 5.3% 2.2% 5.7% 5.6% 0.0% 3.3%
Decrease >10%| 6.9% 20.0% 3.2% 4.2% 4.0% 6.7% 2.0% 0.0% 1.5% 2.9% 1.9% 2.6% 3.3%
Sample size (n) 29 5 189 119 175 45 51 19 137 35 54 39 897
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iv |Cost of raw materials (imported)
Increase 1-5%| 7.1% 40.0% | 22.0% | 16.4% | 21.4% | 15.2% | 15.7% | 22.2% | 12.4% | 12.1% | 22.6% | 23.7% | 18.3%
Increase 6-10%| 14.3% 0.0% 20.3% | 29.3% | 20.8% | 37.0% | 13.7% | 11.1% | 20.2% | 21.2% | 13.2% | 21.1% | 21.2%
Increase >10%| 25.0% | 20.0% | 20.3% | 16.4% | 23.8% | 13.0% | 19.6% | 22.2% | 17.8% | 24.2% | 13.2% | 15.8% | 19.4%
No change| 42.9% | 40.0% | 24.7% | 23.3% | 23.2% | 17.4% | 45.1% | 33.3% | 43.4% | 30.3% | 37.7% | 36.8% | 30.2%
Decrease 1-5%| 0.0% 0.0% 7.7% 6.0% 5.4% 10.9% 3.9% 5.6% 5.4% 9.1% 5.7% 0.0% 5.9%
Decrease 6-10%| 3.6% 0.0% 2.7% 3.4% 1.2% 0.0% 2.0% 5.6% 0.8% 0.0% 5.7% 2.6% 2.2%
Decrease >10%| 7.1% 0.0% 2.2% 5.2% 4.2% 6.5% 0.0% 0.0% 0.0% 3.0% 1.9% 0.0% 2.8%
Sample size (n) 28 5 182 116 168 46 51 18 129 33 53 38 867
v [Inventory or stock level
Increase 1-5%| 3.6% 20.0% | 16.0% 9.6% 17.8% | 14.9% 6.1% 10.5% | 10.4% 2.9% 20.4% | 15.4% | 13.3%
Increase 6-10%| 17.9% 0.0% 11.7% | 13.9% | 14.9% | 19.1% | 20.4% | 10.5% | 14.8% | 26.5% | 11.1% | 20.5% | 15.0%
Increase >10%| 14.3% 0.0% 13.8% | 10.4% 9.8% 10.6% 4.1% 5.3% 5.9% 23.5% | 13.0% 5.1% 10.4%
No change| 46.4% | 60.0% | 40.4% | 42.6% | 31.0% | 38.3% | 53.1% | 52.6% | 54.1% | 38.2% | 35.2% | 53.8% | 42.3%
Decrease 1-5%| 10.7% 0.0% 10.6% | 10.4% | 12.6% | 12.8% 8.2% 5.3% 8.9% 2.9% 9.3% 0.0% 9.7%
Decrease 6-10%| 3.6% 0.0% 3.7% 7.8% 6.9% 2.1% 8.2% 5.3% 5.2% 2.9% 3.7% 5.1% 5.3%
Decrease >10%| 3.6% 20.0% 3.7% 5.2% 6.9% 2.1% 0.0% 10.5% 0.7% 2.9% 7.4% 0.0% 4.1%
Sample size (n)| 28 5 188 115 174 47 49 19 135 34 54 39 887
Il |Manpower
i [Number of employees
Increase 1-5%)| 20.7% 0.0% 15.1% | 13.2% | 20.0% | 22.0% 8.8% 17.4% | 19.1% | 19.5% | 10.3% | 23.8% | 16.9%
Increase 6-10%| 6.9% 20.0% 4.2% 6.2% 8.9% 6.0% 10.5% 0.0% 11.6% | 17.1% | 12.1% 9.5% 8.4%
Increase >10%| 0.0% 20.0% 4.7% 1.6% 2.6% 4.0% 7.0% 8.7% 4.0% 9.8% 1.7% 16.7% 4.4%
No change| 58.6% | 40.0% | 49.0% | 51.9% | 56.8% | 64.0% | 56.1% | 56.5% | 54.9% | 41.5% | 62.1% | 40.5% | 53.6%
Decrease 1-5%| 6.9% 20.0% | 18.2% | 17.8% | 10.5% 4.0% 14.0% 8.7% 8.1% 4.9% 5.2% 7.1% 11.6%
Decrease 6-10%| 6.9% 0.0% 6.3% 3.9% 0.5% 0.0% 0.0% 8.7% 1.2% 4.9% 5.2% 2.4% 3.0%
Decrease >10%| 0.0% 0.0% 2.6% 5.4% 0.5% 0.0% 3.5% 0.0% 1.2% 2.4% 3.4% 0.0% 2.0%
Sample size (n) 29 5 192 129 190 50 57 23 173 41 58 42 989
ii |Wage growth
Increase 1-5%)| 41.4% | 40.0% | 26.6% | 23.4% | 29.9% | 28.6% | 26.8% | 33.3% | 22.7% | 28.2% | 24.6% | 28.2% | 27.0%
Increase 6-10%| 3.4% 0.0% 16.3% 7.3% 14.4% | 12.2% | 16.1% | 23.8% | 19.0% | 20.5% 8.8% 25.6% | 14.8%
Increase >10%)| 10.3% 0.0% 10.9% 3.2% 7.0% 4.1% 8.9% 9.5% 8.0% 10.3% 1.8% 7.7% 7.3%
No change| 37.9% | 40.0% | 37.5% | 51.6% | 45.5% | 46.9% | 37.5% | 33.3% | 43.6% | 33.3% | 54.4% | 38.5% | 43.2%
Decrease 1-5%| 6.9% 20.0% 7.1% 8.1% 3.2% 4.1% 7.1% 0.0% 4.3% 2.6% 5.3% 0.0% 5.1%
Decrease 6-10%| 0.0% 0.0% 0.5% 3.2% 0.0% 4.1% 1.8% 0.0% 1.2% 2.6% 0.0% 0.0% 1.2%
Decrease >10%| 0.0% 0.0% 1.1% 3.2% 0.0% 0.0% 1.8% 0.0% 1.2% 2.6% 5.3% 0.0% 1.4%
Sample size (n) 29 5 184 124 187 49 56 21 163 39 57 39 953
Iv |Domestic Sales
i |Volume
Increase 1-5%| 11.1% | 40.0% | 16.4% 8.2% 17.4% | 19.6% | 12.5% | 22.7% | 16.0% | 24.4% | 10.5% | 16.3% | 15.5%
Increase 6-10%| 3.7% 0.0% 12.2% 6.6% 10.5% 9.8% 7.1% 13.6% | 12.3% | 19.5% 5.3% 14.0% | 10.5%
Increase >10%| 11.1% 0.0% 4.2% 4.9% 5.3% 5.9% 12.5% 4.5% 11.7% | 14.6% 5.3% 16.3% 7.6%
No change| 55.6% 0.0% 32.3% | 33.6% | 27.4% | 31.4% | 32.1% | 40.9% | 37.7% | 17.1% | 43.9% | 27.9% | 32.8%
Decrease 1-5%| 11.1% | 40.0% | 17.5% | 12.3% | 14.7% | 19.6% | 19.6% 4.5% 13.0% | 17.1% 7.0% 11.6% | 14.5%
Decrease 6-10%| 3.7% 20.0% 9.0% 15.6% | 12.1% 7.8% 8.9% 0.0% 3.7% 2.4% 14.0% 9.3% 9.2%
Decrease >10%| 3.7% 0.0% 8.5% 18.9% | 12.6% 5.9% 7.1% 13.6% 5.6% 4.9% 14.0% 4.7% 9.8%
Sample size (n) 27 5 189 122 190 51 56 22 162 41 57 43 965
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i |Price
Increase 1-5%)| 14.8% | 40.0% | 21.3% | 15.1% | 17.9% | 22.0% | 21.8% 9.5% 18.9% | 23.7% 9.1% 22.5% | 18.6%
Increase 6-10%| 7.4% 0.0% 8.4% 8.4% 21.2% | 20.0% 3.6% 19.0% | 12.2% | 18.4% 3.6% 17.5% | 12.6%
Increase >10%| 11.1% 0.0% 7.3% 4.2% 10.9% | 10.0% | 10.9% | 19.0% 4.1% 10.5% 3.6% 20.0% 8.3%
No change| 44.4% | 20.0% | 41.0% | 44.5% | 29.3% | 32.0% | 40.0% | 52.4% | 53.4% | 31.6% | 49.1% | 27.5% | 40.3%
Decrease 1-5%| 11.1% | 40.0% | 14.0% | 10.9% | 12.5% 8.0% 12.7% 0.0% 4.7% 5.3% 14.5% | 10.0% | 10.7%
Decrease 6-10%| 3.7% 0.0% 4.5% 5.9% 4.9% 8.0% 7.3% 0.0% 4.1% 2.6% 10.9% 2.5% 5.1%
Decrease >10%| 7.4% 0.0% 3.4% 10.9% 3.3% 0.0% 3.6% 0.0% 2.7% 7.9% 9.1% 0.0% 4.5%
Sample size (n) 27 5 178 119 184 50 55 21 148 38 55 40 920
Vv |Foreign Sales
i |Volume
Increase 1-5%| 8.7% 0.0% 10.6% 4.5% 9.0% 17.9% | 11.1% 5.6% 7.9% 18.2% 2.2% 22.2% 9.7%
Increase 6-10%| 8.7% 20.0% | 11.7% 3.4% 6.2% 0.0% 8.9% 5.6% 11.9% | 15.2% 4.3% 8.3% 8.4%
Increase >10%| 4.3% 20.0% 9.4% 1.1% 4.1% 12.8% 6.7% 5.6% 4.8% 15.2% 2.2% 11.1% 6.5%
No change| 56.5% | 40.0% | 49.4% | 71.9% | 64.8% | 38.5% | 48.9% | 72.2% | 68.3% | 33.3% | 71.7% | 47.2% | 58.5%
Decrease 1-5%)| 17.4% | 20.0% | 12.2% | 10.1% 7.6% 10.3% | 13.3% 0.0% 3.2% 3.0% 0.0% 8.3% 8.3%
Decrease 6-10%| 0.0% 0.0% 2.2% 4.5% 5.5% 10.3% 8.9% 0.0% 1.6% 9.1% 8.7% 0.0% 4.2%
Decrease >10%| 4.3% 0.0% 4.4% 4.5% 2.8% 10.3% 2.2% 11.1% 2.4% 6.1% 10.9% 2.8% 4.5%
Sample size (n) 23 5 180 89 145 39 45 18 126 33 46 36 785
i |Price
Increase 1-5%)| 12.5% 0.0% 14.1% 3.4% 10.7% | 28.2% 8.9% 0.0% 6.6% 18.2% 2.2% 22.9% | 10.9%
Increase 6-10%| 12.5% | 20.0% 8.5% 4.5% 8.6% 7.7% 4.4% 5.9% 11.5% | 24.2% 4.4% 5.7% 8.7%
Increase >10%| 0.0% 20.0% 4.5% 3.4% 5.7% 7.7% 13.3% 5.9% 5.7% 9.1% 2.2% 11.4% 5.8%
No change| 54.2% | 40.0% | 54.2% | 73.0% | 60.7% | 33.3% | 53.3% | 88.2% | 72.1% | 36.4% | 80.0% | 51.4% | 60.6%
Decrease 1-5%| 12.5% | 20.0% | 12.4% 6.7% 7.9% 17.9% | 11.1% 0.0% 2.5% 3.0% 0.0% 5.7% 7.9%
Decrease 6-10%| 0.0% 0.0% 3.4% 2.2% 5.0% 2.6% 6.7% 0.0% 0.0% 3.0% 6.7% 2.9% 3.1%
Decrease >10%| 8.3% 0.0% 2.8% 6.7% 1.4% 2.6% 2.2% 0.0% 1.6% 6.1% 4.4% 0.0% 3.0%
Sample size (n) 24 5 177 89 140 39 45 17 122 33 45 35 771
V| |Other
i |Capital expenditure
Increase 1-5%)| 25.0% 0.0% 225% | 20.8% | 27.1% | 26.5% | 13.2% | 14.3% | 15.7% | 25.0% | 18.5% | 22.0% | 21.3%
Increase 6-10%| 7.1% 40.0% | 13.4% | 21.7% | 18.2% | 12.2% | 20.8% | 14.3% | 14.5% | 22.5% 9.3% 9.8% 15.9%
Increase >10%)| 14.3% 0.0% 15.5% 6.7% 12.7% 8.2% 9.4% 14.3% | 10.8% | 15.0% 7.4% 24.4% | 12.1%
No change| 46.4% | 40.0% | 41.2% | 29.2% | 31.5% | 38.8% | 39.6% | 33.3% | 52.4% | 30.0% | 46.3% | 39.0% | 39.3%
Decrease 1-5%| 7.1% 20.0% 4.8% 8.3% 5.0% 6.1% 11.3% 0.0% 4.8% 5.0% 7.4% 2.4% 5.8%
Decrease 6-10%| 0.0% 0.0% 1.1% 5.0% 3.3% 2.0% 1.9% 4.8% 0.6% 2.5% 5.6% 2.4% 2.4%
Decrease >10%| 0.0% 0.0% 1.6% 8.3% 2.2% 6.1% 3.8% 19.0% 1.2% 0.0% 5.6% 0.0% 3.3%
Sample size (n)| 28 5 187 120 181 49 53 21 166 40 54 41 945
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Agriculture, forestry & fishery
Transportation, forwarding &

Trading (imports & exports)
warehousing

[Tourism, shopping, hotels,
restaurants, recreation &

lentertainment
Professional & business

Mining & quarrying
Manufacturing
Construction
\Wholesale & retail trade
services

Finance & insurance
Real estate

2nd Half 2018

ICT

Outlook for 1H 2019 (Jan-Jun) compared to 2H 2018 (Jul-Dec)

Overall

Business condition

Good| 11.5% | 0.0% 9.6% 8.7% 8.4% 9.6% 7.0% 8.7% | 10.3% | 11.6% | 51% | 14.0% | 9.2%

Satisfactory| 38.5% | 40.0% | 35.6% | 40.9% | 43.5% | 36.5% | 47.4% | 435% | 51.7% | 34.9% | 37.3% | 44.2% | 42.1%

Poor| 50.0% | 60.0% | 54.8% | 50.4% | 48.2% | 53.8% | 45.6% | 47.8% | 37.9% | 53.5% | 57.6% | 41.9% | 48.7%

Sample size (n) 26 5 188 127 191 52 57 23 174 43 59 43 988

Cash flows condition

Good| 3.7% 0.0% 5.9% 8.8% 4.8% 8.2% 9.3% 4.3% 9.3% 9.5% 5.3% 9.3% 7.1%

Satisfactory| 55.6% | 40.0% | 41.2% | 36.0% | 48.4% | 49.0% | 55.6% | 52.2% | 49.4% | 61.9% | 47.4% | 44.2% | 46.6%

Poor| 40.7% | 60.0% | 52.9% | 55.2% | 46.8% | 42.9% | 35.2% | 43.5% | 41.3% | 28.6% | 47.4% | 46.5% | 46.3%

Sample size (n) 27 5 187 125 188 49 54 23 172 42 57 43 972

Creditors' condition

Good| 0.0% 0.0% 5.3% 4.0% 4.9% 6.1% 7.5% 4.5% 59% | 14.3% | 7.0% 7.0% 5.7%

Satisfactory| 61.5% | 80.0% | 47.6% | 47.6% | 53.5% | 63.3% | 60.4% | 54.5% | 60.4% | 52.4% | 43.9% | 60.5% | 53.7%

Poor| 38.5% | 20.0% | 47.1% | 48.4% | 41.6% | 30.6% | 32.1% | 40.9% | 33.7% | 33.3% | 49.1% | 32.6% | 40.5%

Sample size (n) 26 5 187 124 185 49 53 22 169 42 57 43 962

Debtors' condition

Good| 3.8% 0.0% 7.0% 2.4% 6.0% 6.1% 5.7% 4.5% 9.5% 11.9% 7.0% 11.6% 6.8%

Satisfactory| 50.0% | 60.0% | 43.5% | 42.3% | 47.8% | 57.1% | 56.6% | 455% | 54.4% | 52.4% | 45.6% | 48.8% | 48.6%

Poor| 46.2% | 40.0% | 49.5% | 55.3% | 46.2% | 36.7% | 37.7% | 50.0% | 36.1% | 35.7% | 47.4% | 39.5% | 44.6%

Sample size (n) 26 5 186 123 184 49 53 22 169 42 57 43 959

Operation

Production

Increase 1-5%| 20.7% | 20.0% | 17.6% | 10.7% | 9.8% | 21.7% | 11.1% | 9.5% 12.4% | 20.5% | 10.9% | 17.5% | 13.8%

Increase 6-10%| 3.4% | 20.0% 7.4% 5.0% 6.9% 2.2% 3.7% 9.5% 10.6% | 10.3% 1.8% 15.0% 7.2%

Increase >10%| 3.4% 0.0% 9.6% 3.3% 5.2% 6.5% 5.6% 4.8% 11.8% | 7.7% 5.5% 7.5% 7.2%

No change| 62.1% | 60.0% | 34.0% | 38.0% | 40.2% | 37.0% | 50.0% | 42.9% | 41.6% | 30.8% | 49.1% | 40.0% | 40.3%

Decrease 1-5%| 6.9% 0.0% 14.9% | 14.0% | 19.0% | 10.9% | 13.0% | 9.5% 16.8% | 20.5% | 10.9% | 10.0% | 14.9%

Decrease 6-10%| 0.0% 0.0% 6.4% 9.1% 9.8% 10.9% 9.3% 9.5% 1.9% 2.6% 9.1% 5.0% 6.8%

Decrease >10%| 3.4% 0.0% 10.1% | 19.8% | 9.2% 10.9% 7.4% 14.3% 5.0% 7.7% 12.7% | 5.0% 9.9%

Sample size (n) 29 5 188 121 174 46 54 21 161 39 55 40 933

Capacity utilization level

Increase 1-5%| 3.6% 20.0% | 16.7% 8.0% 10.2% | 16.3% | 13.2% | 10.0% 8.5% 18.2% 9.1% 17.1% | 11.9%

Increase 6-10%| 14.3% | 20.0% 7.0% 5.3% 9.0% 7.0% 7.5% 10.0% | 13.5% | 15.2% 3.6% 14.6% 9.0%

Increase >10%| 14.3% | 20.0% 9.1% 4.4% 6.0% 4.7% 7.5% 15.0% 9.9% 9.1% 10.9% 4.9% 8.0%

No change| 57.1% | 20.0% | 34.4% | 46.9% | 39.8% | 44.2% | 47.2% | 35.0% | 49.6% | 30.3% | 52.7% | 43.9% | 42.8%

Decrease 1-5%| 7.1% 20.0% | 14.5% | 15.9% | 19.9% | 14.0% | 13.2% | 10.0% | 11.3% | 18.2% 5.5% 9.8% 14.1%

Decrease 6-10%| 0.0% 0.0% 7.5% 8.8% 7.2% 0.0% 7.5% 5.0% 2.8% 3.0% 9.1% 4.9% 6.0%

Decrease >10%| 3.6% 0.0% 10.8% | 10.6% 7.8% 14.0% 3.8% 15.0% 4.3% 6.1% 9.1% 4.9% 8.1%

Sample size (n) 28 5 186 113 166 43 53 20 141 33 55 41 884
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iii [Cost of raw materials (local)
Increase 1-5%| 7.1% 0.0% 23.0% | 24.8% | 17.6% | 20.9% | 23.5% | 21.1% | 20.7% | 21.2% | 18.5% | 22.5% | 20.7%
Increase 6-10%| 25.0% | 20.0% | 14.4% | 16.2% | 18.2% | 14.0% | 17.6% | 15.8% | 19.3% | 15.2% | 13.0% | 22.5% | 17.0%
Increase >10%| 21.4% | 20.0% | 11.8% | 11.1% | 15.9% 9.3% 13.7% | 31.6% | 13.3% 6.1% 9.3% 2.5% 12.7%
No change| 28.6% | 60.0% | 35.8% | 29.9% | 34.1% | 44.2% | 25.5% | 21.1% | 38.5% | 36.4% | 42.6% | 50.0% | 35.6%
Decrease 1-5%| 10.7% 0.0% 9.1% 6.8% 8.2% 4.7% 9.8% 0.0% 3.0% 12.1% 1.9% 2.5% 6.7%
Decrease 6-10%| 3.6% 0.0% 3.7% 6.0% 3.5% 0.0% 5.9% 5.3% 2.2% 3.0% 7.4% 0.0% 3.7%
Decrease >10%| 3.6% 0.0% 2.1% 5.1% 2.4% 7.0% 3.9% 5.3% 3.0% 6.1% 7.4% 0.0% 3.5%
Sample size (n) 28 5 187 117 170 43 51 19 135 33 54 40 882
iv |Cost of raw materials (imported)
Increase 1-5%| 10.7% 0.0% 23.3% | 19.0% | 16.4% | 20.5% | 17.6% | 21.1% | 15.4% | 22.6% | 18.9% | 20.5% | 18.7%
Increase 6-10%| 10.7% | 20.0% | 12.8% | 20.7% | 14.5% | 20.5% | 15.7% 5.3% 20.0% | 16.1% | 11.3% | 28.2% | 16.4%
Increase >10%| 25.0% | 20.0% | 13.3% | 11.2% | 20.6% | 13.6% | 15.7% | 26.3% | 10.8% 6.5% 9.4% 5.1% 14.1%
No change| 42.9% | 60.0% | 35.6% | 32.8% | 35.2% | 25.0% | 33.3% | 42.1% | 47.7% | 35.5% | 43.4% | 43.6% | 37.6%
Decrease 1-5%| 0.0% 0.0% 11.7% 6.0% 7.3% 11.4% 9.8% 0.0% 3.8% 12.9% 5.7% 2.6% 7.3%
Decrease 6-10%| 7.1% 0.0% 1.7% 3.4% 4.2% 2.3% 5.9% 5.3% 0.8% 0.0% 5.7% 0.0% 2.9%
Decrease >10%| 3.6% 0.0% 1.7% 6.9% 1.8% 6.8% 2.0% 0.0% 1.5% 6.5% 5.7% 0.0% 3.0%
Sample size (n) 28 5 180 116 165 44 51 19 130 31 53 39 861
v |Inventory or stock level
Increase 1-5%)| 14.3% | 20.0% | 13.6% | 12.4% | 19.1% | 11.1% | 15.4% 5.6% 10.4% | 21.9% | 13.0% | 15.0% | 14.2%
Increase 6-10%| 10.7% | 20.0% 8.7% 10.6% 8.1% 15.6% | 13.5% 5.6% 15.6% | 18.8% 9.3% 17.5% | 11.4%
Increase >10%| 7.1% 0.0% 9.8% 5.3% 9.8% 8.9% 7.7% 5.6% 5.2% 9.4% 13.0% 5.0% 8.1%
No change| 53.6% | 60.0% | 49.5% | 37.2% | 35.8% | 44.4% | 40.4% | 55.6% | 53.3% | 34.4% | 46.3% | 50.0% | 44.6%
Decrease 1-5%| 7.1% 0.0% 13.0% | 18.6% | 13.3% | 15.6% | 13.5% 0.0% 10.4% 9.4% 1.9% 2.5% 11.7%
Decrease 6-10%| 3.6% 0.0% 3.8% 6.2% 8.1% 0.0% 5.8% 22.2% 2.2% 0.0% 3.7% 7.5% 5.0%
Decrease >10%| 3.6% 0.0% 1.6% 9.7% 5.8% 4.4% 3.8% 5.6% 3.0% 6.3% 13.0% 2.5% 5.0%
Sample size (n)| 28 5 184 113 173 45 52 18 135 32 54 40 879
Il |Manpower
i [Number of employees
Increase 1-5%)| 13.8% 0.0% 12.8% | 12.8% | 16.0% | 25.0% 7.1% 4.8% 18.1% | 15.0% | 10.2% | 14.3% | 14.4%
Increase 6-10%| 3.4% 20.0% 8.0% 8.0% 9.6% 6.3% 10.7% 4.8% 12.3% | 15.0% 6.8% 11.9% 9.4%
Increase >10%| 3.4% 0.0% 5.9% 2.4% 4.3% 4.2% 3.6% 14.3% 4.7% 10.0% 1.7% 7.1% 4.7%
No change| 72.4% | 60.0% | 53.5% | 54.4% | 59.6% | 56.3% | 57.1% | 61.9% | 56.7% | 50.0% | 67.8% | 54.8% | 57.3%
Decrease 1-5%| 3.4% 20.0% | 14.4% | 15.2% 8.5% 6.3% 14.3% 4.8% 5.3% 2.5% 6.8% 11.9% 9.8%
Decrease 6-10%| 3.4% 0.0% 3.2% 2.4% 1.1% 2.1% 0.0% 4.8% 1.8% 5.0% 3.4% 0.0% 2.2%
Decrease >10%| 0.0% 0.0% 2.1% 4.8% 1.1% 0.0% 7.1% 4.8% 1.2% 2.5% 3.4% 0.0% 2.3%
Sample size (n)| 29 5 187 125 188 48 56 21 171 40 59 42 971
ii |Wage growth
Increase 1-5%| 27.6% | 20.0% | 28.9% | 16.3% | 19.1% | 38.3% | 14.5% | 20.0% | 19.4% | 24.3% | 20.7% | 27.5% | 22.3%
Increase 6-10%| 3.4% 20.0% | 13.3% 7.3% 16.9% | 10.6% | 18.2% | 25.0% | 23.1% | 16.2% 6.9% 22.5% | 15.2%
Increase >10%| 10.3% 0.0% 14.4% 6.5% 8.2% 4.3% 7.3% 5.0% 5.0% 16.2% 5.2% 2.5% 8.2%
No change| 48.3% | 40.0% | 34.4% | 54.5% | 50.8% | 36.2% | 43.6% | 50.0% | 46.3% | 32.4% | 56.9% | 42.5% | 45.4%
Decrease 1-5%| 10.3% | 20.0% 7.8% 8.9% 3.8% 6.4% 9.1% 0.0% 5.0% 5.4% 5.2% 5.0% 6.3%
Decrease 6-10%| 0.0% 0.0% 0.6% 4.1% 1.1% 4.3% 3.6% 0.0% 0.6% 2.7% 3.4% 0.0% 1.7%
Decrease >10%| 0.0% 0.0% 0.6% 2.4% 0.0% 0.0% 3.6% 0.0% 0.6% 2.7% 1.7% 0.0% 1.0%
Sample size (n) 29 5 180 123 183 47 55 20 160 37 58 40 937
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IV |Domestic Sales
i [Volume
Increase 1-5%| 14.8% | 0.0% | 15.1% | 14.0% | 18.1% | 18.0% | 16.7% | 18.2% | 13.1% | 27.5% | 52% | 16.7% | 15.4%
Increase 6-10%| 3.7% | 20.0% | 7.0% 7.4% 9.0% 6.0% 7.4% 9.1% | 11.9% | 12.5% | 10.3% | 7.1% 8.7%
Increase >10%| 7.4% 0.0% 9.1% 3.3% 6.4% 6.0% 5.6% 9.1% | 125% | 7.5% 5.2% 9.5% 7.7%
No change| 63.0% | 40.0% | 36.0% | 37.2% | 29.3% | 42.0% | 37.0% | 31.8% | 39.4% | 22.5% | 41.4% | 35.7% | 36.2%
Decrease 1-5%| 3.7% | 20.0% | 16.7% | 12.4% | 14.9% | 16.0% | 16.7% | 9.1% | 13.8% | 20.0% | 8.6% | 16.7% | 14.4%
Decrease 6-10%| 3.7% 0.0% 7.5% 7.4% 9.6% 40% | 11.1% | 13.6% | 4.4% 25% | 121% | 7.1% 7.5%
Decrease >10%| 3.7% | 20.0% | 8.6% | 18.2% | 12.8% | 8.0% 5.6% 9.1% 5.0% 75% | 17.2% | 7.1% | 10.2%
Sample size (n) 27 5 186 121 188 50 54 22 160 40 58 42 953
i |Price
Increase 1-5%| 7.7% 0.0% | 19.0% | 19.5% | 18.7% | 26.5% | 16.7% | 14.3% | 16.3% | 27.8% | 54% | 17.5% | 17.7%
Increase 6-10%| 3.8% | 20.0% | 5.7% | 10.2% | 12.6% | 12.2% | 11.1% | 95% | 14.3% | 8.3% 5.4% | 17.5% | 10.5%
Increase >10%| 3.8% 0.0% 6.3% 3.4% 9.3% 4.1% 56% | 14.3% | 6.8% 5.6% 5.4% 7.5% 6.5%
No change| 65.4% | 60.0% | 47.7% | 40.7% | 40.1% | 42.9% | 42.6% | 47.6% | 52.4% | 27.8% | 48.2% | 425% | 45.0%
Decrease 1-5%| 11.5% | 20.0% | 13.2% | 11.0% | 8.2% 8.2% | 14.8% | 9.5% 54% | 13.9% | 16.1% | 10.0% | 10.5%
Decrease 6-10%| 3.8% 0.0% 5.2% 3.4% 4.4% 6.1% 3.7% 4.8% 1.4% 28% | 10.7% | 2.5% 4.2%
Decrease >10%| 3.8% 0.0% 2.9% | 11.9% | 6.6% 0.0% 5.6% 0.0% 3.4% | 13.9% | 8.9% 2.5% 5.6%
Sample size (n) 26 5 174 118 182 49 54 21 147 36 56 40 908
Vv |Foreign Sales
i |Volume
Increase 1-5%| 11.5% | 20.0% | 9.7% 5.6% 9.9% | 13.2% | 13.3% | 11.1% | 10.4% | 22.6% | 2.1% | 25.0% | 10.6%
Increase 6-10%| 3.8% | 20.0% | 6.8% 4.4% 7.9% 53% | 11.1% | 5.6% | 11.2% | 9.7% 8.3% 5.6% 7.7%
Increase >10%| 3.8% 0.0% 8.0% 3.3% 2.6% 5.3% 2.2% 5.6% 4.8% 6.5% 2.1% 2.8% 4.6%
No change| 69.2% | 60.0% | 56.8% | 68.9% | 61.2% | 47.4% | 51.1% | 55.6% | 64.8% | 41.9% | 64.6% | 50.0% | 59.5%
Decrease 1-5%| 3.8% 0.0% | 10.8% | 8.9% 9.9% | 18.4% | 11.1% | 5.6% 4.0% 6.5% 0.0% 8.3% 8.4%
Decrease 6-10%| 3.8% 0.0% 4.5% 3.3% 3.9% 2.6% 8.9% 0.0% 0.8% 6.5% | 12.5% | 2.8% 4.2%
Decrease >10%| 3.8% 0.0% 3.4% 5.6% 4.6% 7.9% 22% | 16.7% | 4.0% 6.5% | 10.4% | 5.6% 5.1%
Sample size (n) 26 5 176 90 152 38 45 18 125 31 48 36 790
i |Price
Increase 1-5%| 7.7% | 20.0% | 14.0% | 55% | 10.1% | 30.8% | 8.7% | 11.8% | 11.5% | 19.4% | 42% | 27.8% | 12.4%
Increase 6-10%| 7.7% | 20.0% | 4.1% 6.6% 9.4% 2.6% 8.7% 59% | 12.3% | 12.9% | 6.3% 8.3% 7.8%
Increase >10%| 0.0% 0.0% 4.1% 3.3% 4.0% 5.1% 4.3% 0.0% 3.3% 6.5% 2.1% 2.8% 3.6%
No change| 69.2% | 60.0% | 61.0% | 69.2% | 61.7% | 43.6% | 58.7% | 76.5% | 68.0% | 38.7% | 70.8% | 55.6% | 62.3%
Decrease 1-5%| 11.5% 0.0% 11.0% 7.7% 8.1% 15.4% | 10.9% 5.9% 1.6% 9.7% 0.0% 5.6% 7.7%
Decrease 6-10%| 3.8% 0.0% 3.5% 0.0% 2.7% 2.6% 4.3% 0.0% 0.0% 0.0% | 10.4% | 0.0% 2.4%
Decrease >10%| 0.0% 0.0% 2.3% 7.7% 4.0% 0.0% 4.3% 0.0% 33% | 12.9% | 6.3% 0.0% 3.8%
Sample size (n) 26 5 172 91 149 39 46 17 122 31 48 36 782
V| |Other
i |Capital expenditure
Increase 1-5%| 10.7% | 20.0% | 24.7% | 21.7% | 22.0% | 29.2% | 17.0% 9.5% 19.0% | 28.9% | 12.3% | 27.5% | 21.4%
Increase 6-10%| 10.7% | 20.0% 9.3% 13.3% | 15.3% 6.3% 18.9% | 23.8% | 14.1% | 13.2% 7.0% 12.5% | 12.8%
Increase >10%| 17.9% 0.0% 13.7% | 10.0% | 11.3% 6.3% 7.5% 14.3% | 10.4% | 15.8% 8.8% 17.5% | 11.5%
No change| 50.0% | 60.0% | 44.5% | 36.7% | 41.8% | 47.9% | 43.4% | 33.3% | 51.5% | 26.3% | 45.6% | 35.0% | 43.2%
Decrease 1-5%| 7.1% 0.0% 2.7% 8.3% 5.6% 6.3% 9.4% 0.0% 2.5% 13.2% | 10.5% 2.5% 5.5%
Decrease 6-10%| 0.0% 0.0% 2.7% 2.5% 2.3% 2.1% 1.9% 14.3% 0.6% 2.6% 5.3% 2.5% 2.5%
Decrease >10%| 3.6% 0.0% 2.2% 7.5% 1.7% 2.1% 1.9% 4.8% 1.8% 0.0% 10.5% 2.5% 3.2%
Sample size (n) 28 5 182 120 177 48 53 21 163 38 57 40 932
B3 |When comparing with 1H 2018 (Jan-Jun), business condition in 2H 2018 (Jul-Dec) has
Expanded| 10.7% | 20.0% | 20.7% | 12.4% | 18.9% | 15.4% | 26.3% | 12.5% | 26.1% | 16.3% | 11.9% | 30.2% | 19.5%
No change| 50.0% | 40.0% | 29.5% | 30.2% | 30.6% | 36.5% | 29.8% | 37.5% | 35.0% | 37.2% | 33.9% | 27.9% | 32.5%
Deteriorated| 39.3% | 40.0% | 49.7% | 57.4% | 50.5% | 48.1% | 43.9% | 50.0% | 38.9% | 46.5% | 54.2% | 41.9% | 48.0%
Sample size (n) 28 5 193 129 196 52 57 24 180 43 59 43 1,009
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B4 |Economic condition outlook
1H 2019
Optimistic| 20.7% | 20.0% | 10.9% 8.4% 14.6% 7.8% 13.8% | 20.8% | 14.4% | 16.3% 4.9% 9.1% 12.3%
Neutral| 44.8% | 40.0% | 48.2% | 45.8% | 48.7% | 49.0% | 60.3% | 54.2% | 55.2% | 53.5% | 42.6% | 56.8% | 50.2%
Pessimistic| 34.5% | 40.0% | 40.9% | 45.8% | 36.7% | 43.1% | 25.9% | 25.0% | 30.4% | 30.2% | 52.5% | 34.1% | 37.5%
Sample size (n) 29 5 193 131 199 51 58 24 181 43 61 44 1,019
2H 2019
Optimistic| 13.8% | 40.0% | 15.8% | 13.0% | 19.5% | 21.6% | 13.8% | 16.7% | 19.9% | 34.9% 9.8% 20.5% | 17.8%
Neutral| 62.1% | 20.0% | 57.4% | 45.8% | 48.7% | 49.0% | 65.5% | 50.0% | 56.9% | 46.5% | 42.6% | 56.8% | 52.6%
Pessimistic| 24.1% | 40.0% | 26.8% | 41.2% | 31.8% | 29.4% | 20.7% | 33.3% | 23.2% | 18.6% | 47.5% | 22.7% | 29.6%
Sample size (n) 29 5 190 131 195 51 58 24 181 43 61 44 1,012
Estimation for 2019
Optimistic| 17.2% | 20.0% | 13.7% | 12.2% | 16.5% | 13.7% | 13.8% | 25.0% | 17.7% | 19.0% 9.8% 18.2% | 15.3%
Neutral| 62.1% | 40.0% | 50.0% | 48.9% | 51.5% | 51.0% | 56.9% | 37.5% | 55.2% | 61.9% | 45.9% | 56.8% | 52.1%
Pessimistic| 20.7% | 40.0% | 36.3% | 38.9% | 32.0% | 35.3% | 29.3% | 37.5% | 27.1% | 19.0% | 44.3% | 25.0% | 32.6%
Sample size (n) 29 5 190 131 194 51 58 24 181 42 61 44 1,010
Forecast for 2020
Optimistic| 24.1% | 40.0% | 18.0% | 22.9% | 31.4% | 32.0% | 24.1% | 16.7% | 28.9% | 34.1% | 21.3% | 27.3% | 25.7%
Neutral| 55.2% | 40.0% | 58.2% | 55.0% | 47.4% | 48.0% | 58.6% | 62.5% | 50.0% | 46.3% | 49.2% | 52.3% | 52.4%
Pessimistic| 20.7% | 20.0% | 23.8% | 22.1% | 21.1% | 20.0% | 17.2% | 20.8% | 21.1% | 19.5% | 29.5% | 20.5% | 21.9%
Sample size (n) 29 5 189 131 194 50 58 24 180 41 61 44 1,006
B5 |Business condition outlook
1H 2019
Optimistic| 13.8% | 20.0% | 12.0% | 11.5% | 13.6% | 10.0% | 16.1% | 20.8% | 17.6% | 14.0% 6.6% 18.2% | 13.7%
Neutral| 55.2% | 60.0% | 47.4% | 44.3% | 47.7% | 54.0% | 55.4% | 50.0% | 53.8% | 60.5% | 47.5% | 47.7% | 49.9%
Pessimistic| 31.0% | 20.0% | 40.6% | 44.3% | 38.7% | 36.0% | 28.6% | 29.2% | 28.6% | 25.6% | 45.9% | 34.1% | 36.4%
Sample size (n) 29 5 192 131 199 50 56 24 182 43 61 44 1,016
2H 2019
Optimistic| 20.7% | 40.0% | 14.4% | 16.0% | 17.9% | 26.5% | 20.0% | 12.5% | 23.6% | 30.2% | 13.1% | 27.3% | 19.3%
Neutral| 62.1% | 40.0% | 58.0% | 43.5% | 50.5% | 46.9% | 54.5% | 62.5% | 51.6% | 51.2% | 45.9% | 45.5% | 51.3%
Pessimistic| 17.2% | 20.0% | 27.7% | 40.5% | 31.6% | 26.5% | 25.5% | 25.0% | 24.7% | 18.6% | 41.0% | 27.3% | 29.4%
Sample size (n) 29 5 188 131 196 49 55 24 182 43 61 44 1,007
Estimation for 2019
Optimistic| 17.2% | 20.0% | 16.0% | 14.5% | 16.9% | 13.7% | 19.6% | 25.0% | 23.1% | 23.8% 9.8% 20.5% | 17.8%
Neutral| 62.1% | 60.0% | 49.5% | 47.3% | 53.8% | 52.9% | 48.2% | 50.0% | 53.8% | 59.5% | 50.8% | 50.0% | 51.9%
Pessimistic| 20.7% | 20.0% | 34.6% | 38.2% | 29.2% | 33.3% | 32.1% | 25.0% | 23.1% | 16.7% | 39.3% | 29.5% | 30.4%
Sample size (n) 29 5 188 131 195 51 56 24 182 42 61 44 1,008
Forecast for 2020
Optimistic| 24.1% | 60.0% | 17.1% | 24.4% | 27.3% | 30.6% | 25.0% | 16.7% | 30.4% | 31.7% | 24.6% | 25.0% | 25.3%
Neutral| 48.3% | 20.0% | 62.0% | 51.1% | 53.1% | 51.0% | 53.6% | 62.5% | 50.3% | 48.8% | 49.2% | 56.8% | 53.6%
Pessimistic| 27.6% | 20.0% | 20.9% | 24.4% | 19.6% | 18.4% | 21.4% | 20.8% | 19.3% | 19.5% | 26.2% | 18.2% | 21.1%
Sample size (n)| 29 5 187 131 194 49 56 24 181 41 61 44 1,002
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Part C: Current Issues
C1 |Reintroduction of SST
Following three months of zero-rated GST in June-August, the SST was reintroduced on 1 Sep 2018 to replace GST.
a|How will the SST impact your business?
Adverse impact| 44.8% 0.0% 52.8% | 47.3% | 34.9% | 52.9% | 28.1% | 50.0% | 35.2% | 37.2% | 36.1% | 44.2% | 41.5%
No impact| 48.3% | 80.0% | 42.5% | 42.7% | 60.0% | 39.2% | 66.7% | 41.7% | 59.3% | 58.1% | 54.1% | 46.5% | 52.0%
Better off| 6.9% 20.0% 4.7% 9.9% 5.1% 7.8% 5.3% 8.3% 5.5% 4.7% 9.8% 9.3% 6.5%
Sample size (n) 29 5 193 131 195 51 57 24 182 43 61 43 1,014
b|Does the transitional implementation of SST go smoothly?
Yes| 72.4% | 100.0% | 56.1% | 62.3% | 71.4% | 48.0% | 70.9% | 69.6% | 73.3% | 66.7% | 66.7% | 79.1% | 66.4%
No| 27.6% 0.0% 43.9% | 37.7% | 28.6% | 52.0% | 29.1% | 30.4% | 26.7% | 33.3% | 33.3% | 20.9% | 33.6%
Sample size (n) 29 5 189 130 192 50 55 23 180 42 60 43 998
c|Impact on overall price level after the implementation of SST
Input price
Increased by >10%| 31.0% | 40.0% | 33.9% | 31.0% | 31.7% | 42.0% | 18.2% | 45.0% | 26.6% | 14.3% | 15.5% | 19.5% | 29.0%
Increased by <=10%| 24.1% 0.0% 30.1% | 30.2% | 32.8% | 30.0% | 23.6% | 25.0% | 30.2% | 28.6% | 32.8% | 43.9% | 30.5%
No change| 37.9% | 40.0% | 28.0% | 29.5% | 28.0% | 26.0% | 49.1% | 20.0% | 35.5% | 40.5% | 41.4% | 36.6% | 32.5%
Decreased by <=10%| 6.9% 20.0% 4.8% 8.5% 4.8% 2.0% 5.5% 10.0% 6.5% 11.9% 5.2% 0.0% 5.9%
Decreased by >10%| 0.0% 0.0% 3.2% 0.8% 2.7% 0.0% 3.6% 0.0% 1.2% 4.8% 5.2% 0.0% 2.2%
Sample size (n) 29 5 186 129 186 50 55 20 169 42 58 41 970
Selling price
Increased by >10%| 17.2% | 40.0% | 17.3% | 23.8% | 24.9% | 33.3% 9.1% 33.3% | 18.1% | 12.2% | 16.9% | 10.0% | 20.1%
Increased by <=10%| 10.3% 0.0% 222% | 17.7% | 28.6% | 25.5% | 20.0% | 28.6% | 21.1% | 24.4% | 10.2% | 40.0% | 22.4%
No change| 69.0% | 40.0% | 49.2% | 48.5% | 34.9% | 33.3% | 61.8% | 23.8% | 52.0% | 43.9% | 61.0% | 45.0% | 47.0%
Decreased by <=10%| 3.4% 20.0% 9.2% 7.7% 8.5% 5.9% 7.3% 14.3% 4.7% 12.2% 8.5% 5.0% 7.7%
Decreased by >10%| 0.0% 0.0% 2.2% 2.3% 3.2% 2.0% 1.8% 0.0% 4.1% 7.3% 3.4% 0.0% 2.8%
Sample size (n) 29 5 185 130 189 51 55 21 171 41 59 40 976
d Between SST and GST, which is a better ones?
SST| 55.2% | 40.0% | 25.5% | 49.6% | 49.2% | 42.3% | 57.1% | 50.0% | 51.4% | 53.7% | 48.3% | 45.2% | 45.4%
GST| 44.8% | 60.0% | 74.5% | 50.4% | 50.8% | 57.7% | 42.9% | 50.0% | 48.6% | 46.3% | 51.7% | 54.8% | 54.6%
Sample size (n) 29 5 184 127 189 52 56 24 173 41 58 42 980
C2 |GST and income tax refunds

capital investment?

In 2019 Budget, the Government would refund the GST and income tax totaling

RM37 billion in 2019. What is the percentage of GST and income tax refunds would be utilized for

1-10%| 52.0% | 20.0% | 64.9% | 60.2% | 68.6% | 69.8% | 64.7% | 50.0% | 64.3% | 72.2% | 34.0% | 57.6% | 62.3%
11-20%| 20.0% | 0.0% 18.7% | 17.1% | 11.8% | 14.0% | 13.7% | 15.0% | 20.0% | 22.2% | 34.0% | 18.2% | 17.7%
21-30%| 24.0% | 60.0% | 11.7% | 17.1% | 15.4% | 9.3% 17.6% | 35.0% 9.3% 5.6% 18.9% | 24.2% | 14.8%
>30%| 4.0% | 20.0% | 4.7% 5.7% 4.1% 7.0% 3.9% 0.0% 6.4% 0.0% 13.2% | 0.0% 5.2%
Sample size (n) 25 5 171 123 169 43 51 20 140 36 53 33 869
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C3|The US-China's trade war
a|Does trade war impact your company on supply chains?
Yes| 50.0% | 40.0% | 43.1% | 38.5% | 40.1% | 50.0% | 19.6% | 43.5% | 26.1% | 47.6% | 41.0% | 32.5% | 37.7%
No| 50.0% | 60.0% | 56.9% | 61.5% | 59.9% | 50.0% | 80.4% | 56.5% | 73.9% | 52.4% | 59.0% | 67.5% | 62.3%
Sample size (n) 26 5 188 130 192 52 56 23 176 42 61 40 991
b|Does trade war impact your company's sales?
Adverse impact| 31.0% 0.0% 23.3% | 27.8% | 25.4% | 32.0% | 21.4% | 13.0% | 16.7% | 41.9% | 23.3% | 19.5% | 24.0%
No impact at all{ 44.8% | 60.0% | 43.4% | 48.4% | 48.1% | 40.0% | 55.4% | 39.1% | 62.6% | 41.9% | 43.3% | 48.8% | 49.0%
No impact, but foresee adverse impact in near future| 24.1% | 20.0% | 25.9% | 23.0% | 23.3% | 18.0% | 21.4% | 30.4% | 19.5% | 14.0% | 30.0% | 29.3% | 23.1%
Benefited from or will benefit from the trade disputes| 0.0% 20.0% 7.4% 0.8% 3.2% 10.0% 1.8% 17.4% 1.1% 2.3% 3.3% 2.4% 3.9%
Sample size (n) 29 5 189 126 189 50 56 23 174 43 60 41 985
Indicate % sales (potentially) Dropped due to trade war
1-5%| 55.6% 0.0% 455% | 51.4% | 56.3% | 43.8% | 41.7% | 33.3% | 58.6% | 38.9% | 64.3% | 62.5% | 51.3%
6-10%| 33.3% 0.0% 25.0% | 28.6% | 14.6% | 12.5% | 25.0% 0.0% 24.1% | 22.2% 0.0% 12.5% | 20.3%
>10%| 11.1% 0.0% 29.5% | 20.0% | 29.2% | 43.8% | 33.3% | 66.7% | 17.2% | 38.9% | 35.7% | 25.0% | 28.4%
Sample size (n) 9 0 44 35 48 16 12 3 29 18 14 8 236
Indicate % sales (potentially) Increased due to trade war
1-5%| 0.0% | 100.0% | 50.0% | 100.0% | 83.3% | 60.0% | 100.0% | 50.0% | 50.0% | 100.0% | 50.0% | 100.0% | 63.2%
6-10%| 0.0% 0.0% 42.9% 0.0% 16.7% 0.0% 0.0% 0.0% 50.0% 0.0% 50.0% 0.0% 23.7%
>10%| 0.0% 0.0% 7.1% 0.0% 0.0% 40.0% 0.0% 50.0% 0.0% 0.0% 0.0% 0.0% 13.2%
Sample size (n) 0 1 14 1 6 5 1 4 2 1 2 1 38
c|{In what way the Government can assist businesses to mitigate the disruption from the trade troubles?
Provide export tax rebates| 28.6% | 40.0% | 21.2% | 18.1% | 15.6% | 20.0% | 15.1% | 19.0% | 24.2% | 25.6% | 10.5% | 34.2% | 20.1%
Reduce import duties on raw materials| 42.9% 0.0% 38.1% | 48.0% | 39.2% | 36.0% | 43.4% | 38.1% | 32.3% | 23.1% | 43.9% | 21.1% | 37.8%
Assist in exploring new export markets| 17.9% | 40.0% | 25.4% | 19.7% | 25.3% | 30.0% | 28.3% | 33.3% | 34.2% | 38.5% | 19.3% | 36.8% | 27.1%
Provide financial assistance through Export-Import Bank (lIBE:rIi’llA) 7.1% | 20.0% | 11.6% | 11.0% | 16.1% | 14.0% | 9.4% | 95% | 7.5% | 51% | 19.3% | 5.3% | 11.5%
Others| 3.6% 0.0% 3.7% 3.1% 3.8% 0.0% 3.8% 0.0% 1.9% 7.7% 7.0% 2.6% 3.4%
Sample size (n) 28 5 189 127 186 50 53 21 161 39 57 38 954
C4 |E-commerce
a |Does your company utilize e-commerce platform in business transactions?
Yes| 34.5% | 20.0% | 35.4% | 37.8% | 43.5% | 41.7% | 66.7% | 45.5% | 39.9% | 69.8% | 42.4% | 58.5% | 43.1%
No| 65.5% | 80.0% | 64.6% | 62.2% | 56.5% | 58.3% | 33.3% | 54.5% | 60.1% | 30.2% | 57.6% | 41.5% | 56.9%
Sample size (n)| 29 5 189 127 193 48 54 22 173 43 59 41 983
Yes, company revenue increased by
1-10%| 83.3% | 100.0% | 73.3% | 72.5% | 72.4% | 73.7% | 63.6% | 70.0% | 60.0% | 60.0% | 42.9% | 45.5% | 66.0%
11-20%| 16.7% 0.0% 23.3% | 22.5% | 13.2% | 15.8% | 15.2% 0.0% 16.7% | 12.0% | 28.6% | 40.9% | 18.8%
21-30%| 0.0% 0.0% 0.0% 2.5% 5.3% 0.0% 6.1% 10.0% 8.3% 20.0% | 19.0% 4.5% 6.2%
>30%| 0.0% 0.0% 3.3% 2.5% 9.2% 10.5% | 15.2% | 20.0% | 15.0% 8.0% 9.5% 9.1% 9.1%
Sample size (n) 6 1 60 40 76 19 33 10 60 25 21 22 373
¢ |What are the challenges and barriers to e-commerce / digital technology adoption by SMEs in Malaysia?
New technology investment incurred high fixed cost| 18.5% | 20.0% | 21.8% | 16.9% | 18.0% | 7.8% 20.0% | 10.0% | 15.7% | 14.3% | 16.7% | 11.9% | 17.1%
Insecurity - risk of security of payment and privacy of data| 14.8% | 0.0% 6.9% 12.1% 7.7% 9.8% 14.5% | 5.0% 4.8% 14.3% 8.3% 4.8% 8.4%
Lack of knowledge and skills to do so / lack of IT technicians| 29.6% | 20.0% | 30.3% | 29.8% | 25.7% | 39.2% | 25.5% | 50.0% | 27.7% | 26.2% | 16.7% | 35.7% | 28.7%
Reliability of internet speed and telecommunication infrastructure| 18.5% | 20.0% | 19.7% | 20.2% | 22.4% | 19.6% | 18.2% | 15.0% | 18.7% | 21.4% | 26.7% | 28.6% | 20.8%
Business is too small to use e-commerce| 14.8% | 20.0% | 12.2% | 9.7% 19.7% | 13.7% | 16.4% | 15.0% | 16.3% | 14.3% | 13.3% | 4.8% 14.3%
Reluctant to adopt ICT or change in mindset| 3.7% 0.0% 5.9% 9.7% 5.5% 5.9% 5.5% 5.0% 15.7% | 7.1% 13.3% | 14.3% 8.7%
Others| 0.0% 20.0% 3.2% 1.6% 1.1% 3.9% 0.0% 0.0% 1.2% 2.4% 5.0% 0.0% 2.0%
Sample size (n) 27 5 188 124 183 51 55 20 166 42 60 42 963
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