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About us
.Incorporated in 1982, Raine & Horne International Zaki + Partners Sdn.
Bhd. is a firm of Chartered Surveyors and Registered Valuers. Our practice
covers a wide range of services including property valuation, investment and
project management, property management, real estate agency and
property consultancy.
The firm currently operates twelve (12) offices in Malaysia: Kuala Lumpur,
Petaling Jaya, Subang Jaya, Kelang, Johor Bahru, Melaka, Ipoh, Seremban,
Kuantan, Penang, Kota Kinabalu and Kuching.
Since its inception and establishment, Raine & Horne International Zaki +
Partners Sdn. Bhd. has enjoyed an outstanding and enviable reputation and
success. The firm has received wide recognition from all quarters, nationally
and internationally.
Founded in 1883, Raine & Horne is one of the world’s largest real estate
organisations with offices and affiliates all over the world, including in the
major cities of South East Asia, Europe, Canada, USA, Fiji, Australia, New
Zealand, Japan and Africa.
Raine & Horne International Zaki + Partners Sdn. Bhd. aims to provide our
clients with quality professional service. Raine & Horne International Zaki +
Partners Sdn. Bhd. is committed to the Quality Management System required by
ISO 9001:2008 Standards.
Our team comprises of highly qualified partners in various expertise which
authorize us to offer broad ranges of services in:
 Professional Valuation Services
 Corporate Advisory Services
 Project Management
 Property Management & Maintenance
 Real Estate Agency
 Auctioning
 Market Research & Feasibility Studies
 Property Investment Consultancy
 Building Auditing
 Bio Asset Valuation
 Forensic Valuation
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Wall of Prospects
PROSPECT

PROS

CONS

(A) PICKUP IN US
ECONOMY

• Improve global demand

• Rising US interest rate
• Pressure on local interest rate
• Promote capital flight

(B) SLOWDOWN
OF CHINESE
ECONOMY

• Rolling out of stimulus
packages in China
• Loosening of local
monetary policies

• Weaken consumption & demand
for commodities
• Drag on other Asian economies

(C) DEFLATION
IN EUROZONE

• Introduction of ECB QE
version

• Weaken external demand
• Weaken Euro against MYR

(D) SLOWDOWN
OF JAPANESE
ECONOMY

• Implementation of
Abenomics

• Weaken external demand
• Weaken Japanese Yen against
MYR

(E) FALLING OIL
PRICE

• Ease inflation pressure
• Increase consumption
• Reduce Malaysian
government cost by
removing subsidies

• Falling Malaysian government
revenue
• Increase budget deficit & reduce
the government’s ability to
spend
• Possible reduction in credit
rating

(F) FALLING
COMMODITIES
PRICE

• Ease inflation pressure
• Increase consumption

• Reduce Malaysian government
revenue
• Squeeze the margin of domestic
producers

(G) GST
IMPLEMENTATION

• Increase government
revenue
• A more holistic tax system

• Raise inflation rate
• Reduce household disposable
income & consumption power

(H) WEAKENING
RINGGIT

• Good for exports
• Improve balance of trade
• Promote consumption of
local products

• Expensive imports
• Risk of interest rate hike
• Risk of further capital
flight/outflow
• Reduce foreign exchange
reserves

(I) HIGH
HOUSEHOLD
DEBT

• Reduce possibility of
excessive interest rate hike

• Tightening of liquidity
• Slowdown of local economy

(J) SLOWDOWN OF
PROPERTY
MARKET

• Reduce the possibility of
excessive interest rate hike
• Healthy correction to a
more sustainable growth
level

• Pressure on price
• Falling prices might cause
underwater mortgages, defaults
& reduction in wealth effect

(This list is not exhaustive)
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Economic Indicators
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Economic Indicators
Classification of Indicators
For the purpose of assessing the current domestic economy, various economic
indicators were grouped into 11 main categories as depicted in the previous
page which include:1.
2.
3.
4.

Markets
GDP
Labour
Prices

5.
6.
7.
8.

Money
Trade
Government
Business

9. Consumer
10. Taxes
11. Housing

Ranking of Indicators
There are a total of 44 individual indicators that were grouped accordingly as
above. They were rated separately using a simple ranking system:i.
Green = In accordance to trend (Good / Normal)
ii. Yellow = Reversal of trend (Intermediate)
iii. Red = Possible Threat (Unhealthy)
However, the evaluation of the various indicators were based on the following
guidelines:i.
Current performance against historical performance (with limited
forecasting and projections)
ii. The identification of trends and patterns (future expectations were based
on historical patterns identified)
iii. Averages were calculated using a simple arithmetic mean for the specific
time period instead of a moving average.
Hence, such method is a decent indicator of the current economic performance
against historical results; while the effectiveness of it as a forecasting model is
quite limited.

Performance of Indicators
• 24 out of the total 44 indicators were rated as Green (54%)
• 14 out of the total 44 indicators were rated as Yellow (32%)
• 6 out of the total 44 indicators were rated as Red (14%)
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Economic Indicators
Conclusion
Some of the indicators that require reasonable attention (classified as yellow)
include:• Falling bond price
• Weakening of the Ringgit against USD
• Slowdown of quarterly (near-term) GDP growth rate
• Falling job vacancies
• Rising interest rate
• Slowdown in money supply growth rate (tightening of liquidity)
• Diminishing foreign exchange reserves
• Increasing external debts
• Increasing government debt to GDP
• Reduction in number of inventories
• Rising bankruptcies
• Decelerating house price index

While the indicators that require additional attention (classified as red) include:• Deteriorating balance of trade
• Dwindling current account surplus
• Sticky government budget deficit
• Plummeting business confidence
• Falling consumer confidence

Nonetheless, the current economic condition of Malaysia is still considered
somewhat healthy. While 2015 will be a challenging year for Malaysia;
adjusting to local economic reforms. Some of the current and future challenges
are listed in the “Wall of Prospects” in the earlier part.

CYF.A12/01.15

8

1. Market
1.1 Performance of KLCI Indicator.

10-YRS AVERAGE
5-YRS AVERAGE
3-YRS AVERAGE
1-YR AVERAGE
TREND LINE
The main stock market of Malaysia which is represented by the KLCI indicator;
is usually a leading indicator of the Malaysian economy. From the graph above,
it is clear that KLCI is still in a long-term bull run since the US subprime
mortgage crisis back in 2009.
This is justified by the short-term annual averages moving higher than their
long-term annual counterparts. However, KLCI sustained a 5% loss in 2014;
suggesting the pressing issues such as declining oil price, looming GST, and
possible slower growth in 2015.
Nonetheless, the correction of 5 to 10% is usually a healthy pullback and the
long-term uptrend is still intact.
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1. Market
1.2 Historical Yield of Malaysian Government 10-yr Bond.

Similar to KLCI as the leading indicator of the economy, the 10-year MGS is
usually a leading indicator for interest rate movement. The 10-year MGS yield
was in a bear market from 2009 to the first half of 2013. However, a reversal of
trend was witnessed in the second half of 2013; suggesting a possible hike in
interest rate.
This was true in July 2013, when Bank Negara raised interest rate by 25 basis
points. Other factors in support of raising interest rate include the rise of
inflation rate in 2015 (due to the implementation of GST), petrol subsidy
removal, possible rise of interest rate in the US, and the weakening of the
Ringgit.
The short-term annual average (1-year) which moved past the long-term
average (10-year) has shown that the market is pricing in such possibility.
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1. Market
.1.3 Currency Movement of MYR/USD.

The movement of the Malaysian Ringgit against the US Dollar is somewhat
similar to the movement of the 10-year MGS. Since the removal of the MYR
peg against the USD in 2005, the Ringgit was appreciating against the USD.
2008 saw a brief strengthening of the USD due to the subprime mortgage crisis,
in which the USD usually serves as a safe haven.
The implementation of 3 QE measures by the US Federal Reserve has
weakened the USD substantially against MYR. Nonetheless, the end of the
third QE in 2013 has led to the speculation that the US Federal Reserve might
raise interest rate in 2015.
This has led to the spike in 1-year average, moving past the 3 and 5-year annual
averages. However, it is still below the 10-year average; suggesting possible
strengthening of the USD in the near-term.
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2. GDP
.2.1 Malaysian Annual GDP Growth Rate (YOY).

The annual GDP growth rate of the Malaysian economy is somewhat stable
throughout the 10-year period being examined. Annual growth rates fluctuated
around a narrow bandwidth of the 10-year average of 5%. Two distinctive
instances were during the crisis of 2009 (-6%) and the recovery in 2010 (10%).
The position of the 1, 3, and 5-year annual averages above the 10-year; has
reinforced the historical steady growth rate of the Malaysian economy with
slight upward bias. 2015 remained a challenging year for Malaysia, but it is
estimated that GDP growth rate will thus hover around the 5% long-term range.
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2. GDP
2.2 Malaysian Quarterly GDP Growth Rate (QOQ).

The quarterly GDP growth rate of the Malaysian economy has a 10-year
average of close to 1% and moving range of -2% to 4%. First quarters (usually
negative readings) were often the worst performing period, while third quarters
were usually the best period.
The last two years posted a smaller moving range of between 0% to 2%.
Nevertheless, they were still within the 10-year annual average line. This might
signal that the economy is losing steam, while the downside risk is quite
minimum (becoming stagnant).
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2. GDP
2.3(a) Movement of Malaysian GDP per Capita.

Malaysian GDP per capita is in a long-term uptrend, while the average annual
growth rate is between 3% to 4%. The growth rates for the past 3 years had
cooled down slightly but were still above the 10-year annual line of 3%.

2.3(b) Growth Rate of Malaysian GDP per Capita (YOY).
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3. LABOUR
.3.1 Malaysian Unemployment Rate.

The unemployment rate in Malaysia is in a declining trend with the lowest
historical pace of 2.70% in October 2014. Nonetheless, Malaysia has never had
any problem with unemployment since this figure was officially recorded. The
natural rate of unemployment is around 5%.
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3. LABOUR
3.2(a) Number of Job Vacancies in Malaysia.

Job vacancies in Malaysia underwent 3 substantial incremental waves in the
past 10 years. The first in 2005, second in 2009, and the most recent in 2011.
However, since the last increment; the number of job vacancies is in a declining
state, posting negative growth rates for the last three years. The most recent
reading in 2014 has fallen below the 10-year annual average line. Nonetheless,
the implication of such figure would be less detrimental due to the low
unemployment rate posted in the previous page.
3.2(b) Growth Rate of Job Vacancies in Malaysia.
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3. LABOUR
3.3(a) Malaysian Labour Force Participation Rate.

Malaysian labour force participation rate is in a mid-term uptrend with a 5-year
annual average of 65.50%, which is quite a good reading. The highest
participation rate was recorded in 2013 which was close to 70%. The most
recent rate has stabilized at around 67.50% with an average annual increment
rate of 1% for the 4 years being examined.
3.3(b) Growth Rate of Labour Force Participation in Malaysia.
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3. LABOUR
.3.4 Malaysian Average Monthly Wages in Manufacturing.

Similar to GDP per capita, the average monthly wages in manufacturing is in an
uptrend; with the highest being recorded in December 2013 at RM 2,985. Last
year’s average was slightly lower at RM 2,760. Average annual growth rate was
around 5% for the 3-year period being examined.
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3. LABOUR
3.5(a) Malaysian Population.

Total population in Malaysia was nearing the 30 million mark at the end of
2013. Population growth rate has fallen from 2% (10-year average) to 1.5%
(1-year average). However, such figure is still considered moderate for a
developing nation like Malaysia.

3.5(b) Population Growth Rate in Malaysia.
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4. PRICES
.4.1 Malaysian Inflation Rate.

Inflation rate in Malaysia has a 10-year annual average of 2.5%; and a 5-year
range of 1.5% to 3.5%. 2014 posted an average of 3.2%, which is at the upperend of the range. Inflation rate was seen dropping slightly in September last
year due to substantial fall in oil price. However, the weakening of the Ringgit
and implementation of GST in 2015 might increase the inflation rate in
Malaysia. The bond yield in Part 1.2, was seen pricing in such increment in
interest rate (caused primarily by rising inflation).
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4. PRICES
.4.2(a) Movement of Consumer Price Index (CPI) in Malaysia.

Malaysian CPI is in a long-term uptrend with a 10-year average growth rate of
2.63%. This is quite close to the 10-year average inflation growth rate of 2.50%
in the previous section. While the 1-year average CPI has risen over the 10-year
period at 3.08%. Even though such figure was higher than average, it was still
considered manageable.
4.2(b) CPI Growth Rate in Malaysia.
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4. PRICES
.4.3(a) Movement of Import Prices in Malaysia.

4.3(b) Growth Rate of Import Prices in Malaysia.
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4. PRICES
4.3 Import Prices
Malaysian import prices is in a long-term uptrend, increasing rapidly from 2008
to 2011. However the incremental rate has slowed down considerably post
2012. The 6-year average growth rate was about 4%, compared to a 3-year
average of 2.5% and 1-year average of less than 1%.
The recent decline of the Ringgit against the USD has not exactly affected
imported prices as shown in the graph. Since the strengthening of USD is
broad-based, non-USD trades might reduce such impact. The largest current
trading partners of Malaysia include ASEAN nations, China, Japan, and
European Union. In addition, the weakening of commodity prices might
mitigate such currency pressure. Moreover, the figures captured might not have
been reflected in import prices due to the lag time that is usually associated
with trade and transaction.

4.4 Producer Prices
Producer prices in Malaysia was in an uptrend from 2005 to 2011. However,
from 2012 onwards; the producer price index has been hovering around the
range of 125 to 130 for three consecutive years.
YOY change, the 10-year average was 3.89%, 5-year average at 2.81%, 3-year
in negative territory of -0.25%, and 1-year average at 1.60%. Nonetheless, the
short-term line is below the long-term line.
Based on both the import and producer price indices, it was noticed that price
pressure was rather muted in the last 3 years.
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4. PRICES
.4.4(a) Movement of Producer Prices in Malaysia.

4.4(b) Growth Rate of Producer Prices in Malaysia.
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5. MONEY
.5.1 Movement of 3-month Interbank Rate in Malaysia.

Malaysian 3-month interbank rate has a 10-year average reading of 3.15% and a
narrow moving range of 2 to 4 percent for the past ten years. For the last two
years, such interbank rate has been quite stable around the 10-year average but
a spike was witnessed after July 2014.
This was mainly caused by the increase of OPR by 25 basis points by Bank
Negara. However, the interbank rate has risen by about 40 basis points in
December 2014 from June 2014. This might suggest a liquidity squeeze and a
contest for savings deposits among banks.
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5. MONEY
.5.2 Movement of Interest Rate in Malaysia.

Similar to the 3-month interbank rate, interest rate in Malaysia has a 10-year
average of 2.95% and a narrow moving range of 2 to 3.5 percent for the past ten
years. Interest rate in Malaysia has been held close to 3% for the past 3 years
and the last hike was in May 2011.

The latest adjustment to interest rate was in July 2014 from 3 to 3.25 percent.
However, subsequent hike might be possible after the implementation of GST
in April 2015.
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5. MONEY
.5.3(a) Changes in Malaysian Loans to Private Sector.

Malaysian loans to private sector has passed the RM 1.42 trillion mark as at
December 2014 and is in a long-term uptrend with a 10-year average growth
rate of 9% from 2005 to 2014. Such increment has rose more rapidly in the
mid-term; with 3 and 5-year growth rates moving above the 10% mark.
However, 1-year average growth rate in 2014 has slowed down to 8.73%;
moving below the 10-year average line. Nonetheless, such rate is still
considered normal and in tandem with the long-term average.
5.3(b) Growth Rate of Loans to Private Sector in Malaysia.
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5. MONEY
.5.4.1(a) Malaysian M0 Money Supply

5.4.1(b) Malaysian M1 Money Supply.
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5. MONEY
.5.4.1(c) Malaysian M2 Money Supply.

5.4.1(d) Malaysian M3 Money Supply.
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5. MONEY
.5.4.2(a) Growth Rate of M0 Money Supply in Malaysia.

5.4.2(b) Growth Rate of M1 Money Supply in Malaysia.
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5. MONEY
.5.4.2(c) Growth Rate of M2 Money Supply in Malaysia.

5.4.2(d) Growth Rate of M3 Money Supply in Malaysia.
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5. MONEY
.5.4.3(a) Growth Rate of (M1 - M0) Money Supply in Malaysia.

5.4.3(b) Growth Rate of (M2 – M1) Money Supply in Malaysia.
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5. MONEY
.5.4.3(c) Growth Rate of (M3 – M2) Money Supply in Malaysia.

5.4.3(d) Money Supply Compilation in Malaysia.
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5. MONEY
5.4 Money Supply
M0 = Narrow money; most liquid (cash, cash equivalent assets)
M1 = Money in circulation; transaction accounts/medium (cash, demand
deposits, checking accounts)
M2 = Near money; non-transaction accounts, easily converted to cash/cash
equivalent (savings deposits, time deposits, money market fund)
M3 = Broad money; store-of-value medium, less-liquid assets (large time
deposits, institutional money market funds, short-term repo, larger liquid
assets)
5.4.1 Graphical Depiction (Absolute Values)
From a graphical point of view, all four categories of money supply (M0 to M3)
are in long, mid, and short-term uptrends. However, M0 and M1 are showing
signs of slowing down in the near-term.
5.4.2 General Growth Rates (Relative Values)
All categories of money supply were showing signs of growth albeit at a
different pace. M0 was the only category which displayed stable growth with
all 1, 3, 5, and 10-year annual averages close to 9%. M1 supply’s 1-year
average slowed to 7.5% from 11% (mid and long-term averages). Whereas M2
1-year average decelerated to 6% from 9.5% (mid-term) and 12% (long-term)
respectively. Lastly, M3 1-average slowed to 5% from 9% (mid and long-term
averages). Hence, money supply in Malaysia were showing signs of
decelerating growth rates.
5.4.3 Refined Growth Rates (Relative Values)
Similar to previous section, all categories of money supply were showing signs
of growth except for M3-M2. M1-M0 supply’s 1-year average slowed to 7%
from 12% (mid and long-term averages). Whereas M2-M1 1-year average
decelerated to 5% from 9% (mid-term) and 12% (long-term) respectively.
Lastly, M3-M2 1-average slowed to -25% from -16% (long-term average).
Hence, money supply were showing signs of decelerating growth rates.
The majority of the money supply were in M2-M1, followed by M1-M0. While
the remaining two; M0 and M3-M2 were negligible. The overall money supply
growth rates has slowed down in the near-term, with more being held in liquid
assets. This might hint a tightening stance in the financial market.
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5. MONEY
.5.5(a) Changes in Malaysian Foreign Exchange Reserves.

5.5(b) Growth Rate of Foreign Exchange Reserves in Malaysia.
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5. MONEY
5.5 Foreign Exchange Reserves
Malaysian foreign exchange reserves was in an uptrend from 2005 to 2011,
with a dip in 2009. It has since recovered to its pre-crisis level in 2011.
However, starting from 2011 onwards, foreign exchange reserves was starting
to diminish slowly. Such decrease has intensified since 2013 to a 3-year low of
USD 128 billion as at December 2014 due to the weakening of the Ringgit.
Malaysian 10-year average growth rate was 11.5%, 5-year at 9%, 3-year at -2%
and 1-year at -5.6%. There remains a risk of depleting the foreign exchange
reserves excessively should the Ringgit continues to weaken in the near-term.
The 10-year average line is at USD 115 billion.
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