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Inflation under control

Third-quarter GDP performance unlikely to be affected

By EUGENE MAHALINGAM
eugenicz@thestarcom my

PETALING JAYA: Malaysta’s rising inflution,
which surged to its highest in more than a
year tn July, is uniikely 1o hinder the country’s
third quarter (3Q) gw dnmcsm product
(GDM pecformance for
&hysla Unuversity !;i-y S“c,llflr::e anlg
nology professor Genf s s
he expects subsidies and price conirols to con-
finue for the rest of the year, thus keeping
inflation under control
“Inflstionary pressures ore

ing S ~chiain pressures are gasing o, So
M—'m%‘ m[:)lplhz — Il be d by
GDP performance wil riven
policy tizhtening, external demand and a nor
malisation ol spending alter the bulge in june”
e wld SarBl.

Centre for Market Education chiel executive
olficer Carinedo Ferlito believes that the effects
af intlatinn will imanifest through the decelern-
tion of private consumption, with the situarion
e S

m £
betwern cost of Hving, raw matecials and gen-
eral uncertainty versus the mood brought in
by thu zmv«h mommmm and, hopelully, the

Ovm the ‘Mn term, HELD University econ
omist Panlo Casadio said the rise In employ-
ment and the momentum of consumption

fromm the reopening of the
will help to ourweigh the lmpm of inflatios.
“In the T lerm, we will see more mod-
erate consumption, i line with memndnmm-
tals of disposable income,” he satd.

Malaysia’s inflation Juroped 4.4% (o 127.9 in

ulyzozz asthe cost ol continued to accel

mn increase tn the conswner price index,
the highest sinee April 2021, was in line with
the median forecast of a Reuters poll of una
Iysts.

The said the
in July nflation was also due 10 the Jow base
eflect lust year us @ result of the elecirictty bill
discount fromm 5% 10 40% according (o tolal
usage given to damestic consumners.

For July, the food index mae 6.9%, serving as
mcm:x;‘\ eontributar 1o the tncrease in overall

Core inflstion and inflotion without fuel
registered an increase of 34% and 42%
respectively in July 2022, gs compured w the
same woonth) of the preceding

nnamonﬂ\lyhasis.hnam |nmased0:m
as compared 1o Jupe,

For the January 1o July period, Inflation
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“In the

term, we will see more moderate

consumption, in line with the fundamentals of

disposable income.”

Paolo Casadio

increased 2.8% as compared to the same peri-
o last yeir.

UOB senfor economist Julia Goh and econo-
mist Loke Stew Ting in o recent note sald they
are rusing their 2022 fullyear inflation esti-
mate m‘is!b'(::m 3% previously. ¢

e

o simnal of weakness. We expect thar the over-
all increase in final detmand will be more or
ivalent contraction of
10 zerp growth quar-
corresponding (o s 12%
growth yeur-on-year "
Far remainder of 2022, Casadio said

Europe, China and the United States.
“In the short term, the inertia of consummp-
unn wm continue for a while despite (e high-

COMnEs
full jon of price adjustiments for variaus
prlmadmlnum:ﬁ tems and higherthan-ex-
pected mflation outturns from May to June.

“In addivon, the combination of factors
including the previous years low base effects.
still-high comumodity prices, persistent curren-
cy wealaess and intensifying cost pass-
through effects will continuously keep head.
Iine inflation above 4% levels for the remain:
ing manths of the year.

“Our revised inflation cutlook has yet to
factor i the npuct of the new targeted fuel
subsidy mechanism that is currently under
pllot testing since July.”

Gah and Loke pointed out that this new

, utilising e-wallets, would be i
alled for three-to-six months before it is imple-
nented nationwide.

an from & new tmgeted fuel subsidy
II\E chanisan, they noted hat the Em-ri;y
inistry wruld be subimitting s proposal o the
Cnbmu on the implementanion of » targeted
electricity hill subsidy for the next Imbalance
Cost P.m'lhtma,ﬂ\ cycle penod (from January
b June 2023),

“This comes as the cost of maintaining the

for fuly to Decesnber this year

nst RM20bI, which s

three times higher than the RM7bil cost for
]anuary 0 June,

“However, Finance Minister Tengku Datuk

pmnmnhrrdwmeormnmmmnhe
comtrafled. As such, we maintain pur 2023
mrmﬂnﬂwmmnnntu%hrmm.'

Casadio (! " figure. In 4Q, we expect 1o see §
mukmnbylbermmhwﬂutmhymr mmmmm«msdurmu\ew
“We do not think that will change the  down in global econppmes.”
y of private significantly Given a robust GDI' growth print in 2022,
in the short term.” Uon‘smhummkewdmmmlumwrm
He added that the shock 16 the 5 nomic the secand half of 2002
d to come from ext events. wﬂll&dyfcﬂmmmuhwtﬂmdmﬂbhsis
“This ey have an lmpict on investinents, polms rate hike ol the nest monetary policy
et externil d anrdl y cycle. vy this manth.
“The forecasts for GDP growth in 2022 is ‘n\lswinm:umewemw\!pommem
now set at around B 5%, significant  25%. Besides internal factors, we believe the
istienl revi of | data that we upmtdmmedrcdznlmrvemmhs
think are likely* the coming months and global tonetary
Malaysia'’s economy posted an 9% growth mwlluom would also be tuken o considera

in ?0 dise 16 strong damestic demand from 5%

“Lat's not furxel that Mn ysun was the only
country in the region recording a negative
performance in 2021, due o the lockdown,
The perfonmance in 3Q21 was even worse
(minus 2.7% quarter-on-quarter) as most of
the economy was shut down.

“Therefore, if we look at the vea: rlg{perfnr
mance, 30..2 will Inok good. The pace of
growth will be determined by the quirterly

formance. Sustainable growth is driven, !

lieve, by private invesunents and we lave

seen positive sigmals in 2022, We may see the
same trend in 30227

Casadio meanwhile noted that the fasy three
quarters saw strong GOP growth, matnly driv-

'IF{ ivate consumption.

brings an inertal annval growah of
A5% for 2022, Tt means that, even in the cuse
of no growth for the next two ers, the
reonany has already guaranteed an 8.5%
He added ll‘:‘n':w dxzeo;!!'{':wﬂ ted in 3021

¢ | expeg
will still he centred on private

r-than Gop
peﬂnmnmleMlDFlesenrchm its latesy
monthly economic review said it 1s upgrading
its 2022 growth forecast to 6.6% from 6% pre-

“Reading from the better prospects as Indi-
cated by the Leading Index (L1), we [oresee the
growtl morentu continuing into the secomd
Talf of 2022, This will be bucked by incréased

and as the econo-

my transitions into the endenic phase, with

Covid-19 restrictions having been relaxed and

rising tourist arvivals *
‘nlr us« dicti

tkm by Bank :,e:an at the meeting ”

ool used to antlci
Inan aver-

w of four 10 six months ahead.
While measures nkc Banmnu i(ahmrga
! and

cash
Provident Fund withdrawals by 10 boost
spendmx In 2022, MIDF Reseud\-hw:;id It sees
nare normalised for dognestic spend-

lng lowunis the Jatter pun of the yesr.

"Nevertheless, an improving labour market
and better income will continue to
support domestic spending activiry:

“For i | trade, we expecl

the main contributor, albeit an & more mndgr
ute jevel
“I'his is normal and it should not be seen as

growing

o ctrical and

elpctronics hm Petroleum u.nd palin uﬂ will
also support the zrowth outioak this year*




