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‘Search for various materials sources’

PETALING JAYA: Malaysian producers with publicity to China want an pressing back-up plan to attenuate
the hostile results of China’s zero-Covid coverage.

As surging Omicron infections set off lockdowns in China, with the current one within the “Silicon Valley”
of Shenzhen, considerations are rising concerning the potential impression on Malaysia, given the nation’s
vital commerce reliance on China.

Economists are urging Malaysian corporations, particularly {the electrical} and electronics (E&E) gamers,
to seek out various sources for uncooked supplies and elements to keep away from over-dependence on
China’s provide chain.

In 2021, exports from Malaysia to China hit a record-high of RM192.05bil, representing 15.5% of complete
exports.

China was additionally Malaysia’s largest import supply, accounting for 23.2% or RM229.02bil of complete
imports.

The E&E section contributed considerably to the exports to and imports from China.

Anthony Dass, member of the Financial Motion Council secretariat, mentioned China is unlikely to drop
its Covid coverage anytime quickly and this implies lockdowns in additional cities could also be introduced.

Dass, who can also be AmBank Group’s chief economist, believes the impression from the Shenzhen
lockdown shall be manageable within the short-term.

Nonetheless, the impression would flip extreme for Malaysian producers with direct or oblique publicity
to China, if the lockdown in Shenzhen is extended.

“The businesses concerned should discover different nations for his or her various sourcing or begin
making their very own elements and uncooked supplies that had been beforehand sourced from China.

“Firms with uncooked materials stock would be capable of climate the availability chain disruption higher,
so corporations must work on their stockpile,” he instructed StarBiz.

Echoing an analogous stance, Financial institution Islam Malaysia Bhd chief economist Mohd Afzanizam
Abdul Rashid mentioned on condition that China’s financial system is very built-in with the worldwide
provide chain, any hiccups within the supply course of can be reverberated.

“In that sense, the suitable technique for Malaysia is to pursue diversification in our worldwide commerce
companions in order that there would not be any focus danger.



Echoing an analogous stance, Financial institution Islam Malaysia Bhd chief economist Mohd Afzanizam
Abdul Rashid mentioned on condition that China’s financial system is very built-in with the worldwide
provide chain, any hiccups within the supply course of can be reverberated.

“However within the meantime, the worldwide financial system would wish to cope with such disruption
that might result in delay in finishing orders and to a big diploma, the productiveness stage,” he added.

In the meantime, Inter-Pacific Securities head of analysis Victor Wan instructed StarBiz that the lockdown
in Shenzhen would trigger some provide disruptions affecting international gamers, together with in
Malaysia.

Wan famous that some corporations may nonetheless be affected by the Shenzhen lockdown, regardless
of not doing enterprise with China instantly.

“Some elements exported from one other nation may nonetheless be coming from China, following which
some value-adding works shall be finished in Malaysia. So, on this case, the native producer will face
disruptions due to the lockdowns in China,” he mentioned.

Wan recalled that Malaysian corporations had confronted related provide chain points again in 2020,
when native factories had been allowed to function however their counterparts in China needed to shut
down for an extended interval.

“It’s a query of how lengthy the lockdowns will final. The longer they do, the more severe the availability
chain state of affairs shall be for native gamers,” he mentioned.

Shenzhen, which has a inhabitants of 17.5 million, is the largest metropolis within the manufacturing hub
of the Guangdong province.

The lockdown imposed on the town has threatened producers working within the metropolis, together
with key Apple provider Foxconn, as factories had been instructed to droop manufacturing.

Regardless of its zero-Covid coverage, China reported greater than 5,000 new confirmed instances of
Covid-19 yesterday, the best each day depend for the reason that pandemic started greater than two
years in the past.

Middle for Market Training CEO Dr Carmelo Ferlito mentioned: “This shall be one other supply-side shock
which, in the long term, will have an effect on China greater than its commerce companions.”

Nonetheless, the brilliant facet of China’s coverage is that the construction of manufacturing might be
rebuilt elsewhere and there shall be alternatives for different nations resembling Malaysia, in accordance
with Ferlito.

“Many producers world wide realized that China will not be going to vary its Covid-19 technique quickly.
The primary impact is that freight from China to the West is extremely costly and due to this fact many
Western producers are cutting down their provides from China and China is simply too assured to have
the ability to beat this demand with home demand,” he added.



Wanting forward, AmBank’s Dass expects Malaysia’s exports progress to normalize to about 8% in 2022,
as in comparison with a powerful progress of 26% final 12 month:s.

“Nonetheless, this doesn’t embrace the results of the Shenzhen lockdown and the Russia-Ukraine conflict.
The developments may decrease potential exports progress by 0.5 to 1 proportion level, relying on their
period” he mentioned.

The 12 months started on a powerful notice for Malaysia’s commerce efficiency, with the entire
commerce for January surging by 24.8% year-on-year (yoy) to RM203bil.

Exports soared by 23.5% to RM110.7bil and imports climbed 26.4% to RM92.3bil.
Chief Statistician Datuk Seri Dr Mohd Uzir Mahidin mentioned exports of E&E merchandise amounted to

RM44.8bil or 40.4% of complete exports in January 2022.

Among the many prime 5 main exporting states, Penang remained as the highest exporter with a share of
31.3%, adopted by Selangor (19%), Johor (18.3%), Sarawak (7.8%) and Kedah (4.1%).
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