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Theglobaleconomicupswingthat started in 2017 is
expected to continue into 2018. It is projected to
grow at a steadypaceof 3%per annumfrom 2017to
2019. Lookingtowards 2018, the risk inherent from
monetary tightening should be cautioned; in which
central banks such as the US Federal Reserve,
European Central Bank, and Bank of China are
graduallymovingawayfrom easymonetarypolicies.

TheMalaysianeconomyexpandedrobustlyat 6.2%in the 3rd quarterof 2017, while unemploymentrate remainedunchanged
at 3.4% in September. Moving forward, the local economyis expectedto remain resilient in 2018with a projectedgrowth
rate of between 5.0 and 5.5%; supportedby strong domesticdemandand continuoussurge in exports. Further boost is
expectedfrom the constructionof mega-infrastructureprojectssuchasMRT2, Tun RazakExchange,BandarMalaysia,East
CoastRailLink(ECRL),andHighSpeedRail(HSR).

TheRinggitis likely to continue its strength in 2018due to the stabilizingof cruel oil price at aboveUSD50/barrel. On the
other hand,risingcrueloil pricecouldbenefit the FederalGovernmentin termsof revenuewhichwould help in achievingthe
fiscaldeficit target andexpandgovernmentspending. Dueto favourableeconomicconditions,there is a highprobability that
BankNegaraMalaysiawouldhikethe overnightpolicyrate (OPR)by 25basispointsin first quarterof 2018.

Despite the improvement in economicgrowth, there are associatedrisks pending from the 14th GeneralElection,rising
householddebt, andincreasingcostof livingwhichcouldhavea negativeimpacton the economicgrowth in 2018. A collapse
of the property market is unlikelyat this time, giventhe strongeconomicgrowth, low unemploymentrate, and moderately
strongwagegrowth. However,the hikeof interest rate would increasethe costof borrowingwhichcouldfurther deteriorate
the conditionof householddebt.

Despitethe ambiguousrisk of monetary tightening,growth prospect
remains bright for 2018. Advancedand emerging economiesboth
recordedencouragingbroad-basedgrowth. Thelatter economiessuch
as Chinaand India are growingat a faster pacethan their advanced
counterparts. While some of the notable risks such as geopolitical
tensionin North Koreaandconflictsin Middle East,uncertainoutcome
of the Brexitnegotiation,andpotential changesof the USFiscalPolicy
couldaffect the globaleconomicgrowth in 2018.


