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Economic Repon for 2016{2017, 
growth is expected at between 4% 
and 5% in 2017 underpinned by 
strong domestic demand especially 
private sector spending. 

The projections are marginally 
higher than the 4%-4.5% in 2016 
and remains about the same of 5% 
economic growth in 2015. 

Gross national income per capita 
is forecast to rise 5% to RM39,699 
from RM37,812. Pro-growth fiscal 
and aGcommodative monetary pol­
icies will drive private sector activ­
ity while public sector expenditure 
will be driven by higher capital 
spending by public corporations. 

All sectors of the economy are 
expected to show growth with the 
services sector by 5.7% next year 
along with all subsectors ofthe ser-

The manufacruring sector is pro­
jected to grow by 4.1 %, helped by 
sustained demand from the electri­
cal and electronic sector despite 
lower production of petroleum-re­
lated products. Growth in the con­
sumer and construction related 
industries will be supported by 
domestic demand. 

The agriculture sector is expect­
ed to turn around with a growth of 
1.5% in 2017 from a decline of 
3.3% in 2016. Oil palm output is 
fotecast to grow by 5.6% to 19 mil­
lion tonnes while rubber produc­
tion will jump by 4.6% from a 
decline of 10% in 2016. 

The mining sector is expected to 
grow by 1.4% in 2017 on higher · 
output of natural gas. The price of 
crude oil is expected to average 

expected to grow by 8.3°to in 2017 
from 8.7% in 2016, mainly support­
ed by large infrastructure projects 
such as the MRT and the Pan 
Borneo Highway. 

Affordable housing will drive the 
residential housing market while 
the non-residt!ntial sector is expect­
ed to benefit from mixed commer­
cial development mainly in the 
Klang Valley, Johor and Penang. 

Domestic demand is expected to 
grow by 4.9% in 2017 with the help 
of private sector spending which is 
expected to grow by 6.2%. Public 
sector spending is projected to 
grow by 0.6% in 2017 compared 
with a growth of 0.8% in 2016. 

Private investment is expected to 
rise by 5.8% and will account for 
17.2% of gross domestic product 

More people receiving BR1 M 
SINCE the start of the !Malaysia 
People's Aid Programme (BRlM) 
2012, the number of recipients has. 
increased by 76% to 7.4 million 
people as of end-2015 from 4.2 mil­
lion. 

The immediate impact of BRlM 
is reflected by an increase in • 
household disposable income of 
. the bottom 40 group, which in turn 
translates to higher purehase of 
essential items such as food and 
housing. 

Based on the economic report, 
· household disposable income 
accounted for an average of 67.4% 
growth in private consumption. 

Between 2012 and 2015, private 
consumption grew by an average 
of7.1% due to BRlM compared to 
6.8% without it. 

BRlM, a form of conditional cash 
transfer, was introduced in 2012 to 
ease the burden of rising cost of 
living by offering assistance to 
households that fall under the 
lower income group. 

Initially, it was provided to 

households and individuals earn­
ing below RM3,000 and RM2,000. 
In 2014, it was extended to house­
holds with amonthlyincome of 
between RM3,000 and RM4,000. 

With the rising household 
income, poverty had been reduced 
to 0.6 in 2014, while the Gini 
Coefficient improved further to 
0.401 during the same period, indi­
cating narrowing of income ine­
quality, This is in line with the 
nation's socio-economic develop­
ment agenda' to enhance inclusivi­
ty. 

Gini Coefficient or Gini ratio is a 
measure of statistical dispersion 
intended to "represent the income 
distribution of a nation's residents 
and is most commonly used to 
measure inequality. 

The in.creased earnings in the 
lower income group will likely 
spur growth inprivate consump­
tion as theihave a higher margin­
al propensity to consume. 

Bank Negara's study showed that 
households earning less than 

RMl,OOO per month spent an aver­
age RM0.81 out ofRMl additional 
income. This is higher compared to 
the RM0.18 for households earrrtng 
more than RM10,000 per month. 

While BRlM has the ability to 
create a spillover effect on private 
consumption, it also has an impact 
on output of industries that pro­
duce consumer goods. 

It indirectly promotes growth of 
industries that produce consumer 
goods and this is evident with the 
increase in output of consumer-re­
lated industries such as residen­
tial, food and beverage, motor 
vehicles, accommodation, electric­
ity and gas as well as finance and 
insurance. 

The Finance Ministry's estimates 
showed that demand for residen­
tial increased by an average of 
15.2% with BRlM compared with 
14.9o/o without the ca~h transfer. 

In terms of food and beverage, 
this wa,s up by an average of 7% 
with BRIM compared to 6. 7% with­
out it. 

Private consumption is expected to 
rise by 6.3% on account of a stable 
labour market, accommodative 
interest rates and manageable 
inflation. 

Private consumption share's of 
GDP is expected to rise to 54.2% 
from 53.3% in 2016. · 

Public investment will·account 
for 8.4% of GDP and increase by 
1.1% in 2017 mainly due to capital 
expenditure by public corpora­
tions. Public consumption will like­
ly rise by 0.4% as the Government 
reprioritise spending and reduce 
non-critical items. 

.On the external front, gross 
exports are expected to grow at a 
faster pace of 2. 7% in 2017 follow­
ing a rebound in the exports of 
commodities and continued 

grow by 3.4% in 2017 from 1.3% 
following an acceleration in the 
import of capital goods and inter­
mediate goods from higher manu­
facturing activity. 

The services sector is projected 
to be in a deficit of RM23.1bil in 
2017 from a deficit ofRM22.1bil 
and the travel account should 
show a surplus ofRM30.8bil in 
2017. 

The primary income account is 
expected to show a larger outflow 
ofRM37.4bil while the secondary 
income account is expected to 
remain in deficit of RM24.8bil 
mainly due to remittances by for­
eign workers. 

In 2017, the current account is 
expected to remain in surplus of · 
RM14.8bil. 
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Malaysia behind 5. Korea and Taiwan in innovation and productivity 
TIIE manufacturing sector has 
been a driver of the Malaysian 
economy and trade but there are a 
number~fchallengesthatis 
impeding progress up the global 
value chain. 

One of the problems identified 
by the Government is the use of 
cheap labour and low-cost loca­
tions. 

The biggest challenge for the 
high-end manufacturing subsector 
involves strengthening innovation, 
enhancing productivity, upgrading 
skills of the workforce and increas­
ing domestic content in the global 
value chain. 

The Government has identified 
the electrical and electronics indus­
try, the aerospace industry and the 
green tech industry are catalysts 
towards high-end manufacturing 
but what is needed is to boost the 
use of the knowledge-based econo-

my instead of the input-driven 
method to drive performance in 
those identified areas. 

Malaysia's total factor productiv­
ity (TFP) between 2011 and 2014 
was 0.7%·and was largely driven 
by traditional factors of produc­
tion, namely capital and labour. 

The TFP of South Korea was 1% 
and Taiwan was 1.2% and to move 
TFP upwards, there is a need to 
shift from labour-intensive to tech­
nology- and innovation-driven 
manufacturing. 

Improving innovation is essen­
tial in pursuing an upgrade in 
industrial production but innova­
tion in Malaysia remains low 
because ofinadequate funding, low 
involvement of the private sector 
in research and development 
(R&D) and lack of researchers. 

The low level of innovation is 
evident in the number of patents, 

industrial designs and trademark 
applications. In 2014, Malaysia had 
7,620 patents, 34,571 trademarks 
and 1,882 industrial designs. Those 
numbers are a fraction of what 
middle-income countries, where 
Malaysia is categorised, have pro­
duced. The upper middle-income 
countries have 1.03 million patents, 
2. 77 million trademarks and 
656,300 industrial designs. 
Malaysia's numbers are just a frac­
tion of what South Korea, India 
and China have achieved in those 
areas. 

Apart from R&D investments, the 
availability of human resources in 
science and technology is a crucial 
determin"!flt of an innovative econ­
omy. 

Despite efforts undertaken by 
the Education Ministry to promote 
science and technology, engineer­
ing and mathematics, only 26.4% 

of students graduated in informa­
tion and communications technolo­
gy and science on 2014. 

A nation with high productivity 
requires an educated workforce 
that possesses the skills, knowledge 
and talent to attract investment, but 
in 2014, only 25% of Malaysian jobs 
were in the high skilled bracket as 
more than three quarters of the 
working population are educated 
only up to Malaysian Certificate of 
Education or the equivalent level 

Couple with skills deficiency 
such as the lack of ICT knowledge 
and English language proficiency, 
about 25% of graduates were 
unemployed upon graduation. 

Issues such as uncoordinated 
governance, fragmented delivery 
and the lack of recognition have 
made technical and vocational edu­
cation and training OVETI a chal­
lenge. 

These challenges need to be 
addressed to'ensure TVET institu­
tions produce quality graduates 
who match industry requirements. 

Malaysia's share of the global 
value chain trade is 2.7% and 5.2% 
in Asia, making the country the 
fourth most active Asian economy 
after China, Japan and South 
Korea. The problem is it is heavily 
concentrated in backWard linkages 
with lower value-added contribu­
tions. It is important that Malaysia 
increases the amount oflocal con­
tent in the global value chain. 

With manufacturing expected to 
grow by 5.1% per annum up to 
2020 and contribute 22.5% to GDP 
and 18.2% of employment, Malaysia 
needs to accelerate the adoption of 
technology and innovation as well 
as increase investment in human 
capital and R&D to move up the 
value chain in manufacturing. 

TIIE demand for housing was underpinned 
by the rising number of households which 
have increased from 6.6 million in 2010 to 
7.4 million in 2015 and a high proportion of 
young working age population between 24 
and 39 years old. The demand is particularly 
strong especially among the low- and mid­
dle-income groups for affordable housing as 
a reslllt of urban migration as more people 
leave for the cities in search of economic 
opportunities. 

Because affordability is determined by 
income and price, many of these households 
are unable to get on the home ownership 
ladder. Between 2009 and 2014, average 
house prices rose at a compounded annual 
growth rate (CAGR) of7.9%, exceeding the 
growth in average household income of 7.3% 
during the same period, according to Bank 
Negara. 

According to the International Housing 
Affordability survey, an affordable housing 
market is one where house prices are three 
times the annual household median income. 
This means a household with a monthly 
median income ofRM4,000 will be able to 
afford a RM144,000 house (RM4,000x12x3). 

. Malaysia's median monthly income is 
RM4,585 while the bottom 40% household 
income group, or B40 households, has a 
median monthly income of RM2,629. 

The Government has implemented the 
National Housing Policy and set up the 
National Housing Council to address the 
issue to tackle both demand and S1J.pply 
issues. It has introduced access to financing 
and subsidy schemes on the demand side. 
On the supply side, the government is 
increasing_provision of affordable housing 
through several programmes. 

As of December 2015, a total of 183,755 
units (17%) of affordable houses has been 
completed, with 214,011 units (19.3%) under 
construction and 309,571 (27.8%) at the plan­
ning stage. 

At the same time, in order. to deter specu­
lation, the government has abolis~ed the 

ousing 
Against2014 n 

6 ·······-·--··-··-·-···--. ~ 

4 

0 
Kuala Lumpur 

5.1 and above I 
Severely 
unaffordable 

Source: Bank Negar 

developer interest bear 
which has resulted in h 
the loan interest - absot 
is ultimately factored iJl 
house. 

It is also encouraging 
concept where the finru 
commence until the pre 
ed .. House buyers are n1 
should the project be al 
construction period. 

The government has 
to-year moratorium on 
Housing (PRlMA) and l 
Servants Housing (PPAl 

Tapping China's trade 
TilE shifting pattern in consumption and 
trade in China is expected to present signifi­
cant opportunities for Malaysia in the com­
ing years despite the lower growth rate 
expected from the world's most populous 
nation. 

According to the Economic Report 
2016/2017, China is making the transition to 
a "new normal" as the country moves away 
from an export, manufacturing and invest­
ment-driven economy to one led by domes­
tic, services and consumption. 

The immediate impact of this transition is 
that China is expected to record a lower 
growth rate compared to the double-digit 
expansions in previous decades, the report 
said. 

The impact from China's growth slow­
down to Malaysia's economy is clear cut. 
According to International Monetary 
Fund's (IMF) estimates, a single percentage 
point reduction in China's GDP would likely 
impact Malaysia's growth by 0.3 percentage 
points. 

Furthermore, internal estimates indicate 
that in the short run a 10% drop in exports 
to China will result in a 0.02% decline in real 
GDP. 

While China's rebalancing poses some 
downside risks in the near term, the eco­
nomic transition will present significant 
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opportunities for the M 
over the medium to Ion 

In 2015, totill exports 
to RM101.5bil compare 
1990. 

The country continUt 
largest trading partner 
13.1% of total exports .. 


