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€ Budget deficit target for 2020 will be raised to 3.2% of GDP from 3.0% previously or an increase of
RM3.2bn.

€ The deficit for 2019 will be on target at 3.4% of GDP.
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Move from unskilled low-paying workers
to a high-income high-skilled labour force

= 2030
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Small and medium size contractors and building material companies to benefit from it.
Exceeds 11MP’s target of MYR44bn a year.
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Source: 2020 Budget, MOF « Better corporate earnings

« Efforts in enhancing auditing and compliance

*  1H19=RM32bn
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SPDV
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Oil price forecast
2019e=USDG63/brl
2020f=USD62/brl (optimistic?)
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+ Broadening the tax base — RM2m taxable income tax at 30%
+ Efforts in enhancing auditing and compliance
*+ 1H19=RM16bn
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* Higher consumption and Visit Malaysia 2020
* Higher sales of vehicles
*  1H19=RM13bn
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Retail e-commerce sales at USD2.4bn (RM10bn*) What s affected by the new 6%
Digital Tax?
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*examples, non exhaustive
Source: iMoney

€ While details are scarce, the most likely and direct method for Malaysia to tax digital service

providers is by expanding the withholding tax on technical services to include payments for
digital goods and services or by defining permanent establishments

€ Growth in digital economy has been strong at 9%-12% pa. This should support tax collection
going forward
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Source: Various news

¢ US has slapped tariffs on USD375bn (68%) worth of Chinese products, leaving another USD175bn to
take effect on 15 Dec. The USD375bn represents about 15% of China’s total exports.

4 China has set tariffs on around USD125bn worth of US goods.
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Real GDP growth may slow further
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€ Real GDP growth is projected to slow to 6.2% in 2019, after slowing down from
6.6% in 2018.

€4 Economic growth may weaken somewhat to 6% in 2020, on account of the
escalation in trade war but cushion by stimulus spending and policy easing.

22



1

X EWZHZKE W - -

€ ISM manufacturing slipped into contraction in Aug but services held up well.

€ Construction growth weakened of late.

ISM manufacturing and services head south

Construction growth not encouraging
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US real GDP growth likely to

moderate

Personal consumption expenditure still holding up
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€ Personal consumption expenditure held up strongly at an annualised growth of 4.8% in Jul,
a pick-up from a low of +1.1% in Mar, pointing to a resilient GDP growth.

€ Fiscal stimulus spending to fade away but widening deficit may not be a concern yet.

€ Economic growth is expected to slow to 2.1% in 2019, after picking up to +2.9% in 2018
(+2.2% in 2017) and further to 1.9% in 2020.
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Domestic demand & GDP growth
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€ Private consumption to inch up to 6.9% (+6.8% in 2019) and private investment to pick up to 2.1% (+1.5%
in 2019).

€ Public consumption to moderate to 1.5% (+2.0% in 2019) but public investment’s contraction to narrow to
0.6% (-8.1% in 2019).
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IMPORTANT DISCLOSURES

This report has been prepared for private circulation only. The opinions and information contained herein are based on generally available data believed to be reliable and are subject to change without notice,
This report is not to be construed as an offer, invitation or solicitation to buy or sell the securities covered herein. The report does not warrant the accuracy of anything stated herein in any manner whatsoever
and no reliance upon such statement by anyone shall give rise to any claim whatsoever against the person who presents or prepares it.

This report does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The securities
discussed in this report may not be suitable for all investors. The presenter nor any of people related to him accepts any liability for any loss or damage arising out of the use of all or any part of this report.
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