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MALAYSIA-TRADE PERFORMANCE IN 2007

TEN YEARS OF TRADE SURPLUS

In 2007, Malaysia recorded the tenth consecutive year of trade surplus. The trade surplus of
RM100.53 billion registered last year was the second highest ever recorded.

2. Malaysia’s total trade in 2007 continued on an upward trend, growing by 3.7 per cent
to record RM1.1097 trillion from RM1.0697 trillion in 2006. This is the second year that
Malaysia’s total trade had surpassed the RM1 trillion mark. Exports were valued at RM605.1
billion, an increase of 2.7 per cent from 2006, while imports grew by 4.9 per cent to
RM504.57 billion.

DIVERSIFIED MARKETS SUSTAINED EXPORT GROWTH

3. Global economic growth in 2007, estimated at 3.6 per cent by the World Bank,
resulted in sustained global demand for imports, which positively impacted Malaysia’'s export
performance.

4. Export growth in 2007, emanated from both traditional and emerging markets,
especially from countries such as China, Japan, Australia, Indonesia, the Netherlands,
Germany, the United Arab Emirates (UAE), the Republic of Korea (ROK), Viet Nam, India
and Pakistan. Collectively, exports to these markets grew by 14.6 per cent, significantly
higher than the 2.7 per cent increase in Malaysia’s total exports.

5. The 14.5 per cent decline in Malaysia’s exports to the United States of America (USA)
in 2007 was offset, in part, by the strong growth in aggregate exports to emerging markets.
This development was attributed to the intensified promotional activities undertaken in new

and emerging markets as part of Malaysia’s market diversification initiative.
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6. Targeting markets in Africa, West, Central and South Asia, the Commonwealth
Independent States (CIS), as well as, the new members of the European Union (EU), these
activities had resulted in double digit growth in Malaysia’s exports to markets such as:

Iran, which grew by 31.4 per cent to RM2.12 billion;

Hungary, which increased by 17.7 per cent to RM1.73 billion;

Egypt, which expanded by 30.6 per cent to RM1.64 billion;

Poland, which rose by 73.3 per cent to RM1.15 billion;

and
Qatar, which grew by 47.3 per cent to RM1.01 billion.

7. Expansion in exports to these growing markets was contributed by:
electrical and electronic products (E&E);
chemicals and chemical products;
machinery, appliances and parts;
iron and steel products;
palm oil;

and

sawn timber and logs.

ESCALATING IMPORTANCE OF MARKETS IN ASIA

8. The predominance of Asia in Malaysia’'s export markets was a major factor that
enabled Malaysia to sustain its export growth in 2007. Exports to Asia, which grew by 6.2 per
cent, contributed 63 per cent to total exports. A decade ago, Asia only accounted for a 55 per

cent share of Malaysia’s total exports.

9. Other regions where exports increased were:
the EU, which increased by 3.5 per cent to RM77.81 billion;
Oceania, expanded by 19.1 per cent to RM23.5 billion;
Africa, rose by 26.8 per cent to RM10.27 billion;
Latin America, grew by 17.9 per cent to RM9.25 billion;
and
Eastern Europe, up by 29.7 per cent to RM3.29 billion.
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10.  Major export destinations in Asia were:
Singapore, with exports amounting to RM88.51 billion;
Japan — exports valued at RM55.24 billion;
China — RM53.03 hillion;
Thailand — RM29.98 billion;
Hong Kong SAR — RM27.97 billion;
the ROK — RM23.03 billion;

and

India — RM20.2 billion.

11. Bilateral and regional Free Trade Agreements (FTAs) that have been concluded
provided further impetus to the growth of Malaysia’s exports to the Asian region. Preferential
access to China is provided by the Trade in Goods Agreement under the Framework
Agreement on Comprehensive Economic Cooperation between ASEAN and China. Under
this Agreement, a total of 12,456 Certificates of Origin (COO) were issued in 2007 covering
exports amounting to RM5.61 billion.

12.  Under the Japan-Malaysia Economic Partnership Agreement (JMEPA), the number of
COOs issued in 2007 was 46,231 for exports totalling RM6.8 billion.

13.  ASEAN remained as an important and strategic trading partner for Malaysia taking up
RM155.54 billion of Malaysia’s exports in 2007. Exports to Indonesia grew by 18.9 per cent
to RM17.74 billion, while exports to the CLMV countries (Cambodia, Lao PDR, Myanmar and
Viet Nam) expanded by 23 per cent to RM9.2 billion. Among the CLMV countries, the
strongest expansion in exports was to Viet Nam, which increased by 23.8 per cent to RM7.99
billion.

14. There was a higher utilisation of the Common Effective Preferential Tariff Scheme
(CEPT) by Malaysian exporters to gain preferential access to the ASEAN market. In 2007,
the number of COOs issued increased to 130,147 from 100,066 in 2006. The value of
exports covered by the COOs issued in 2007 was RM16.99 billion, up from RM10.66 billion
in 2006.
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15. Malaysia's exports to South Asia grew by 7.6 per cent in 2007 to RM27.64 billion.
Strong economic growth in India contributed to a 7.6 per cent expansion in Malaysia’s
exports to this country. In 2007, India accounted for 73.1 per cent share of Malaysia’s total
exports to South Asia.

16.  Exports to Pakistan, Malaysia's second largest market in this region, surged by 39.6
per cent to RM4.31 billion from RM3.09 billion in 2006. A total of 290 COOs, for exports
totalling RM55.4 million, were issued in 2007, under the Malaysia-Pakistan Free Trade
Agreement (MPFTA).

17. Malaysia’s exports to West Asia continued to register a double digit growth of 19.9 per
cent in 2007, totalling RM22.04 billion. Leading markets in West Asia were:
the UAE, with a share of 45.9 per cent of Malaysia’s exports to the region, valued at
RM10.12 billion;
Turkey, accounting for 14.1 per cent share, valued at RM3.1 billion;
Saudi Arabia, with a share of 11.2 per cent, worth RM2.46 billion;
and
Iran, with a share of 9.6 per cent, valued at RM2.12 billion.

MANUFACTURED PRODUCTS CONTINUED TO DOMINATE EXPORTS

18. In 2007, manufactured products continued to dominate Malaysia’s exports. The share
of manufactured exports to total exports was 74.8 per cent, while that for minerals and
mineral fuels and agricultural products were 14 per cent and 9.5 per cent, respectively.
Exports of all these key sectors recorded increases during 2007.

19. Manufactured exports were valued at RM452.48 billion compared with RM451.75
billion in the previous year. Most of the products in the manufacturing sector registered an
expansion in exports in 2007. Significant increases in exports were registered for:
chemicals and chemical products, which grew by 14.3 per cent to RM33.25 billion;
machinery, appliances and parts, which increased by 10.3 per cent to RM21.9 billion;
manufactures of metal, which rose by 17.4 per cent to RM16.62 billion;
rubber products, which went up by 13.4 per cent to RM10.58 billion;
iron and steel products, which increased by 12.4 per cent to RM10.52 billion;
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processed food, which expanded by 19.4 per cent to RM8.66 billion;
and
jewellery, which grew by 29.3 per cent to RM5 billion.

20. The increase in exports of these products in 2007 had offset the impact of the 5.2 per
cent decline in E&E products, which accounted for 44 per cent of Malaysia’'s total exports.
Exports of E&E products in 2007 were valued at RM266.38 billion, compared with RM281.02
billion in 2006.

21.  Overall, the export performance of products within the E&E sector in 2007 was mixed.
Exports of semiconductor devices, integrated circuits, microassemblies, transistors and
valves, the largest E&E exports increased by 3.2 per cent to RM96.46 billion, accounting for
36.2 per cent of total E&E exports.

22.  Exports of office machines and automatic data processing (ADP) machines and parts,
which accounted for 35 per cent of total E&E exports, declined by 9.2 per cent, mainly
caused by lower exports to the USA. The USA'’s global imports of these products from all
major sources, also registered declines.

23. In 2007, Malaysia continued to be a leading supplier of E&E products to markets such
as:
Singapore — where Malaysia was the 2" largest supplier;
the USA — the 3" largest supplier (based on US statistics for 11 months);
China — the 6™ largest supplier;
Japan — the 6" largest supplier;
and
Hong Kong SAR — the 5" largest supplier.

24.  Over the last decade, exports of chemicals and chemical products registered an
average annual growth of 17 per cent. Major contributors to this growth were exports of :
organic chemicals, which expanded by 18.3 per cent to RM11.89 billion;
plastics in primary form, which increased by 11.1 per cent to RM9.51 billion;
and
toiletries and cleansing preparations, that grew by 12.4 per cent to RM2.35 billion.
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25. Exports of machinery, appliances and parts, Malaysia’s third largest category of
manufactured exports, registered a 10.3 per cent increase in 2007 due to strong exports to
Thailand, Indonesia and China. Major exports in 2007 were:

air conditioners;

pumps, compressors, fans and parts;

internal combustion pistons;

engines and parts;

and
mechanical handling equipment and parts.

26. Manufactures of metal has been a steady contributor to the expansion of Malaysia’s
exports, with an average annual growth of 15.2 per cent over the last decade. Key markets
for these products were Singapore, Thailand, Japan, the USA and China. Major products
exported were:

tubes, pipes, foils and wires of copper;

structures of iron, steel and aluminium;

and
fasteners.

FURNITURE, RUBBER AND JEWELLERY

27. Strong exports to Japan, Australia and Singapore contributed to a 5.8 per cent
increase in exports of furniture. The value of exports of furniture in 2007 was RM8.55 billion,
compared with RM8.08 billion in 2006. Efforts by Malaysian exporters of furniture to
penetrate new and emerging markets has resulted in double digit growth in exports to the
UAE, India, China, Romania, Morocco and Russia. Wooden furniture continued to dominate
Malaysia’s furniture exports.

28. Malaysia’'s exports of value-added rubber products expanded strongly by 13.4 per
cent to RM10.58 billion, fuelled by exports of both surgical and non-surgical rubber gloves.
Exports of rubber gloves increased by 9.2 per cent to RM5.88 billion in 2007.

29. Significant growth of 29.3 per cent was recorded in jewellery exports in 2007.
Malaysia’s exports of jewellery, mostly gold jewellery, were mainly to the UAE and
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Singapore. The UAE accounted for 67.6 per cent of total exports of jewellery, and
Singapore, 21.3 per cent.

AGRICULTURAL EXPORTS

30.  Agricultural exports recorded robust growth with an increase of 24.4 per cent to
RM57.73 billion from RM46.41 billion. In 2007, the value of palm oil exports surged by 45.5
per cent to RM37.54 billion from RM25.8 billion in the year before. Palm oil continued to be
Malaysia’s leading agricultural exports, accounting for 65 per cent of agricultural exports and
6.2 per cent of Malaysia’s total exports.

31. Growth in Malaysia's palm oil exports was driven by higher prices of crude palm oil,
the average price of which increased by 63.1 per cent to RM2,453.21 per tonne in 2007, from
RM1,504.38 per tonne in 2006. However, the export volume decreased by 4.8 per cent to
13.74 million tonnes.

MINERALS AND MINERAL FUELS

32. Escalation in the average price of crude petroleum in 2007 had boosted Malaysia’'s
export earnings from this sector. Exports of minerals and mineral fuels grew by 7 per cent to
RM84.82 billion from RM79.3 billion in 2006. Major minerals and mineral fuels exports in
2007 were:

crude petroleum, with a 39.5 per cent share of total exports of this sector;

LNG, 30.8 per cent;

and
refined petroleum products, 27.3 per cent.

INVESTMENT-LED IMPORTS

33. Strong investment spending in the manufacturing and services sectors resulted in
higher imports for intermediate and capital goods. In 2007, Malaysia’'s total imports rose by
4.9 per cent to RM504.57 billion, of which intermediate goods accounted for 71.1 per cent of
the total imports. Imports of intermediate goods increased by 6.8 per cent to RM358.51
billion, from RM335.53 billion in 2006.



MALAYSIA EXTERNAL TRADE STATISTICS DECEMBER 2007

34. Imports of capital goods, with a 13.9 per cent share, increased by 7.3 per cent to
RM70 billion. Consumption goods, accounting for 5.7 per cent share, rose by 3.6 per cent to
RM28.89 bhillion.

35.  In 2007, higher imports were registered for:
machinery, appliances and parts, which grew by 14.1 per cent to RM42.7 billion;
chemicals and chemical products, which expanded by 11 per cent to RM38.95 billion;
manufactures of metal, which grew by 12.2 per cent to RM27.32 billion;
iron and steel products, that increased by 24 per cent to RM24.83 billion;
and
processed food, which grew by 21.1 per cent to RM8.19 billion.

36. The top ten sources of imports for Malaysia in 2007 were:
Japan;
China;
Singapore;
the USA,;
Taiwan;
Thailand,
the ROK;
Germany;
Indonesia;

and

Hong Kong SAR.

OUTLOOK FOR 2008

37. Malaysia’s trade is expected to continue to grow, in line with the continued global
economic expansion in 2008. The World Bank forecasted that the world economy will
continue to grow in 2008, albeit at a moderate rate of 3.3 per cent from 3.6 per cent in 2007.
The World Bank also projected that global trade will expand at a rate of 7.6 per cent,

compared with 9.2 percent in 2007.
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38. The World Bank anticipates that the economic performance across individual
countries will be diverse. Generally, the growth of high-income countries will moderate to 2.2
per cent in 2008, while the rate for developing countries will remain above 7 per cent.
Malaysian exporters need to identify and target the markets that offer the greatest potential
based on these forecasts.

39. Asia, led by China and ASEAN, is expected to continue to be the major contributor to
Malaysia’s export growth this year. The projected 10.8 per cent economic growth for China
will ensure its position among Malaysia’'s top five markets in 2008. Similarly, the ability of
ASEAN to sustain a growth of 6.1 per cent this year would be a major contributory factor to
Malaysia’s export growth. ASEAN, has consistently accounted for more than a quarter of
Malaysia’s total exports.

40. Strong export performance is expected in the manufacturing sector, owing to the
positive investment trends over the last few years in this sector. Investments have been
particularly promising in industries such as E&E, chemicals, basic metals and petroleum
industries.

41. Semiconductor devices and integrated circuits will be the mainstay of Malaysia’'s
exports of E&E products in 2008. According to the Semiconductor Industry Association,
global semiconductor sales are forecasted to increase by 7.7 per cent in 2008 to reach
US$276.9 billion. This increase is expected to be largely led by demand for consumer
products, such as cell phones, personal computers, digital televisions and MP3 devices.

42. In view of the significance of Asia to Malaysia’'s exports, Malaysian companies should
leverage on the bilateral and regional FTAs concluded with Asian countries. Malaysia has
already concluded bilateral FTAs with Japan and Pakistan.

43. Malaysia is presently engaged in negotiations with India. The First Meeting of the
Trade Negotiating Committee of the Malaysia-India Comprehensive Economic Cooperation
Agreement (CECA) was held on 4-5 February 2008 in Kuala Lumpur. Both sides have
expressed strong interests to expeditiously conclude the CECA, possibly within one year.
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44.  As for the regional arrangements within ASEAN, these arrangements go beyond
merely preferential access for trade. ASEAN is moving towards deeper economic integration
to create an economic community by 2015, which will enhance the region’s competitiveness.
Malaysian companies should endeavour to understand and capitalise on ASEAN’s initiatives
in competition policy, consumer protection, intellectual property rights, infrastructure
development, taxation and e-commerce.

45. ASEAN is also progressively deepening economic integration with several Asian
countries. It has engaged in FTAs and other comprehensive economic arrangements with
China, Japan, the ROK and India, which are in different stages of implementation. These
arrangements are also comprehensive, and include investment, trade facilitation, intellectual
property rights, as well as, economic cooperation.

46.  Although trade and investment promotion strategies and activities for 2008 have been
announced, MITI and its agencies will monitor closely global developments. In consultation
with the private sector, MITI and its agencies will fine tune these strategies and make
necessary changes to the activities to ensure that Malaysia’s exports will continue to grow.
The Malaysian business community is encouraged to actively interface with MITI and its
agencies to provide inputs for the changes.

Notes:
"It should be noted that, conceptually, the export and import figures in the external trade statistics
are different from that in the goods account of the balance of payments. The compilation of
international merchandise trade statistics is usually based on customs records, which essentially
reflect the physical movement of goods across borders. It also follows the international guidelines
on concepts and definitions, which do not fully conform to the principles of the System of National
Accounts (SNA) and the Balance of Payments Compilation. Goods are defined in the SNA as
“physical objects for which a demand exists, over which ownership rights can be established and
whose ownership can be transferred from one institutional unit to another by engaging in

transactions on markets”.

This is a preliminary release, full details would be published in the “MONTHLY EXTERNAL
TRADE STATISTICS” report by the Department of Statistics, Malaysia, to be disseminated at
1201 hours Friday 15" February 2008.
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+ This report can be accessed through the homepages of the Department of Statistics, Malaysia

(http.//www.statistics.qgov.my) under Latest Releases: Malaysian External Trade Statistics,

Ministry of International Trade and Industry (http.//www.miti.qov.my) and Malaysia External Trade

Development Corporation (http://www.matrade.gov.my).

The December 2007 data are not fully validated. The validated data would be updated in the
annual publication of the External Trade Statistics, 2007.
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TABLE 1: SUMMARY OF MALAYSIA’S EXTERNAL TRADE

Year/ Total Exports | Total Imports | Trade Balance Total Trade
Period (RM Million) (RM Million) (RM Million) (RM Million)
2006"

January 43,160.8 34,344.1 8,816.6 77,504.9
February 42,269.4 34,884.3 7,385.1 77,153.7
March 51,275.4 41,695.3 9,580.0 92,970.7
April 45,7114 39,083.7 6,627.6 84,795.1
May 48,239.4 40,250.1 7,989.3 88,489.4
June 49,218.6 40,979.5 8,239.1 90,198.0
July 50,525.9 41,489.8 9,036.1 92,015.7
August 53,444.1 43,345.3 10,098.9 96,789.4
September 53,119.8 42,881.3 10,238.5 96,001.1
October 48,052.4 38,625.2 9,427.1 86,677.6
November 51,423.2 42,249.4 9,173.9 93,672.6
December 52,525.2 40,944.5 11,580.7 93,469.7
2006 (Jan-Dec) 588,965.5 480,772.5 108,192.9 1,069,738.0
2007

January P 48,036.8 40,431.7 7,605.1 88,468.5
February P 41,1014 34,169.4 6,932.0 75,270.8
March P 48,986.8 42,464.4 6,522.4 91,451.1
April 46,155.8 40,293.9 5,861.9 86,449.7
May P 49,677.2 41,699.0 7,978.2 91,376.3
June® 49,171.6 40,390.0 8,781.7 89,561.6
July? 50,508.9 42,530.7 7,978.3 93,039.6
August” 53,866.3 45,055.3 8,811.0 98,921.6
September” 54,156.7 42,686.7 11,470.0 96,843.4
October® 54,872.7 46,279.4 8,593.3 101,152.0
November 54,457.7 44,063.3 10,394.4 98,521.0
December' 54,107.5 44 504.7 9,602.7 98,612.4
2006 (Jan-Dec)® 588,965.5 480,772.5 108,192.9 1,069,738.9
2007 (Jan-Dec)' 605,099.4 504,568.5 100,530.9 1,109,667.9
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TABLE 2: MAJOR EXPORTS PRODUCTS

Products Dec Nov Dec Jan-Dec Jan-Dec
2007' 2007" 2006° 2007’ 2006°
RM RM RM RM RM
Million Million Million Million Million
Electrical & electronic products 23,250.5 | 23,710.4 | 25,011.0 | 266,380.4 | 281,017.3
Palm ol 4,1239| 3,941.7| 2,426.2| 37,5355 | 25,800.7
Crude petroleum 3,455.6 | 3,064.1| 2,726.6 | 33,524.3| 32,572.0
Chemicals & chemical products 29911 | 2,751.2| 2,614.0| 33,245.6 | 29,080.0
LNG 2,4939 | 2,376.2 | 2,3704| 26,157.3| 23,285.3
Refined petroleum products 2,383.2| 2,482.0| 1,608.1| 23,193.7 | 22,057.8
Machinery, appliances & parts 1,565.2 | 1,644.1| 1,799.5| 21,8954 | 19,842.9
Manufactures of metal 1,427.0| 1516.6| 1,330.6 | 16,616.2 | 14,157.0
Wood products 1,292.4 | 1,3345| 1,596.7| 16,293.6 | 16,687.5
Optical & scientific equipment 1,021.6 | 1,132.7| 1,166.9| 13,613.0| 13,558.0
Rubber products 1,000.9 999.8 844.6 | 10,583.1 9,332.7
Iron & steel products 856.5 907.2 831.0 | 10,522.8 9,358.5
Textiles & clothings 882.8 809.2 930.8 | 10,262.9 | 10,601.9
Total Exports 54,107.5 | 54,457.7 | 52,525.2 | 605,099.4 | 588,965.5
TABLE 3: MAJOR EXPORT MARKETS
Markets Dec 2007' | Nov 2007° | Dec 2006P | Jan-Dec 07' | Jan-Dec 06"
RM Million | RM Million | RM Million | RM Million RM Million
ASEAN 14,416.7 14,591.6 12,563.4 | 155,542.1 153,560.4
USA 7,870.6 7,609.4 9,653.8 94,513.3 110,586.2
EU 6,533.9 7,019.2 7,340.9 77,809.8 75,148.9
Japan 5,419.6 4,983.0 4,922.3 55,239.4 52,214.6
China 5,232.6 5,036.1 4,112.2 53,032.1 42,660.4
Hong Kong SAR 2,561.1 2,570.6 2,388.7 27,966.0 29,143.9
ROK 1,661.2 2,332.4 2,103.0 23,025.9 21,290.8
Total Exports 54,107.5 54,457.7 52,525.2 | 605,099.4 588,965.5

Source : Department of Statistics, Malaysia

Compiled By: MATRADE
Notes:
p - provisional data
i - interim data
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Malaysia's external trade (2000-2007)
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