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Malaysia trade surplus scales fresh
record in July

An all-time high trade surplus in Malaysia comes as reinforcement for
the MYR appreciation in the current emerging market rally. But subdued
global oil prices, narrowing current account surplus, and politics remain
as headwinds to future appreciation
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Another upside export miss

Malaysia’s exports surprised on the upside for the second month in July. A 3.1% year-on-
year growth contrasts with the consensus median estimate of a 1.4% YoY fall. This follows
the 8.0% growth in June, which was revised slightly from the initial print of 8.8%.
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The slowdown in yearly growth stemmed from a high base year effect. We thought the
adverse base effect combined with some retracement of a huge 32% month-on-month
bounce in June would dent the yearly growth back into the negative territory.

In the end, yet another strong month-on-month surge by 12% saved the day.

Electronics-led strength

Electricals and electronics remained the key export driver with a 9.2% YoY and 21.5% MoM
growth, making up more than one-third of total exports.

On the other hand, oil and gas exports still remain weak as they feel the pain of the sharp drop
in global oil prices earlier this year and continued weak demand due to the pandemic. Oil and
gas exports were down 21% YoY in July but were up 28% MoM. Palm oil grew 52% YoY and
1.6% MoM.

In terms of destination, shipments to the USA and China stood out with 29% YoY and 14%
growth respectively.

Oil and gas remain a weak spot in exports (3m/3m, %
annualised)
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An all-time high trade surplus

The import slowdown accelerated to -8.7% YoY in July from -5.6% in June, lifting the monthly
trade surplus to MYR 25.1 billion - a new record after the MYR 21 billion surplus seen

in June. This brings the cumulative trade surplus in the seven months of 2020 to MYR 89.7
billion, which is MYR 739 billion wider than a year ago.
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We maintain our view that net outflows on service account owing to stalled tourism more than
offset steady trade surplus and the overall current account surplus sustain its narrowing trend
over the remainder of the year. The current surplus fell to MYR 17.1 billion in the first half of
2020 from MYR 31.3 billion a year ago.

Oil price drives Malaysian ringgit
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Reinforcement for the ringgit

Emerging market strength since June has helped the MYR clawback some of its losses
from earlier in the year. A record trade surplus comes as further reinforcement for the
MYR appreciation trend, though subdued global oil prices and narrowing current
account surplus remain as headwinds to the appreciation trend. Lingering political risk
given a fragile coalition government is another potential drag.

Despite recent strengthening, the MYR is still an underperforming Asian currency so far
this year with 2% depreciation against the USD and is likely to remain so for the rest of
2020. That said, we are reviewing our end-2020 USD/MYR forecast of 4.18 for
downward revision (spot 4.17).

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or



THINK economic and financial analysis

misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

Article | 28 August 2020 4


https://www.ing.com

