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KUALA LUMPUR (Oct 26): Malaysia’s 
Producer Price Index (PPI), which meas-
ures the prices of goods at the factory gates, 
returned to positive territory for the first 
time this year since January, with a mar-
ginal year-on-year (y-o-y) growth of 0.2% 
in September, compared to the 2.2% y-o-y 
contraction recorded in August, the De-
partment of Statistics Malaysia (DOSM) 
reported on Thursday.

According to DOSM, this is the first in-
crease after seven consecutive months of 
decline recorded from February, due to the 
higher base effect and higher prices of pri-
mary commodities.

Notably, the marginal increase was con-
tributed by all sectors except for the manu-
facturing sector, DOSM data showed.

The agriculture, forestry and fishing sec-
tor increased by 3.2% (August: -1%) due to 
the increase in animal production (5.7%) 
and growth of perennial crops (3.3%).

At the same time, the mining sector rose 
6.9% after recording a negative 3.8% in 
the previous month, supported by higher 
extraction of crude petroleum (8.1%) and 
natural gas (2.7%). The two utility sectors, 
meanwhile, recorded marginal increases, 

with the electricity and gas supply sector 
climbing 0.5% and the water supply ris-
ing by 0.9%.

Meanwhile, the manufacturing sector re-
mained negative for five consecutive months, 
recording a negative 0.8% (August: -2.3%), 
affected by manufacturing of coke and re-
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fined petroleum products (-7.1%) and food 
products (-5.3%).

On a month-to-month (m-o-m) basis, 
Malaysia’s PPI went up by 0.9% in Sep-
tember 2023, which was also an improve-
ment compared with the 0.3% in August 
and 0.2% in July, pointing to three months 
of consecutive growth from June’s 0.3% 
contraction.

September’s m-o-m performance was on 
the back of the growth in mining (5.6%), 
electricity and gas supply (0.4%), as well as 
the manufacturing sector, which increased 
by a slight 0.8% after recording negative 
changes since May. However, this was off-
set by declines in agriculture, forestry and 
fishing, and the water supply sectors.

In comparison with some countries, 
Chief Statistician Datuk Seri Dr Mohd Uzir 
Mahidin noted that the US recorded a 2.2% 
y-o-y growth in September against 2% in 
August, making it the highest growth since 
April. Japan’s PPI also rose by 2%, slowing 
from 3.3% in the previous month.

Meanwhile, China’s producer prices con-
tinued to decline by 2.5% from a drop of 3% 
in the previous month. Similarly, India’s pro-
ducer inflation registered a smaller contrac-
tion of 0.3%, compared with 0.5% in August.

“Overall, Malaysia’s PPI decreased by 
2.1% in the first nine months of 2023 as 
compared to last year, due to the volatil-
ity of Malaysia’s main commodities, par-
ticularly palm oil products and crude oil,” 
Mohd Uzir said.

“Looking ahead 12 months, oil prices are 
projected to average US$98 (RM462.56) 
per barrel after the Opec countries extend-
ed their voluntary supply cut of crude oil. 
Meanwhile, according to the Commodi-
ty Research Bureau (CRB) Index, overall 
commodity prices index increased from 
around 290 in June to 320 in September 
2023, mainly driven by the increase in the 
price of crude oil. Other factors, such as 
the shortage of agricultural supplies due to 
the Russia-Ukraine war and adverse weath-
er patterns, are expected to keep price of 
commodities unstable in 2023,” he added.
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Rate hike bets are also gaining traction 
in Southeast Asia as other measures by the 
region’s central banks fail to lure foreign 
funds. BI sought to tighten liquidity by 
selling bills before its shock quarter-point 
hike last week, and economists aren’t rul-
ing out more increases as the rupiah stays 
near the lowest since 2020.  

Traders are also pricing a roughly one 
in five chance Bank Negara Malaysia 
will hike interest rates, which is mar-
ginally higher than expectations prior 
to the BI meeting, due to the political 

sensitivity of a weak ringgit and falling 
reserves, said Philip McNicholas, Asia 
sovereign strategist at Robeco Group 
in Singapore. 

The case for a rate hike to defend the 
currency is growing in the Philippines 
after the nation’s forex reserves dropped 
to US$98.7 billion (RM471.8 billion) 
last month, the lowest since Decem-
ber, as authorities intervened to stop 
the peso from weakening past 57 per 
dollar. The move may also help ease ris-
ing inflation.

“If the data says inflation will go up very 

significantly and there’s a risk of affecting 
inflationary expectations, then we may go 
for an off-cycle hike as early as Thursday,” 
BSP’s Remolona said. The central bank 
earlier flagged risks of missing its 2%-4% 
inflation goal for a third year in 2024 amid 
food supply constraints and higher power 
and transport costs.

“All the central banks are likely to be 
watching food prices closely given the po-
tential adverse impact of El Nino on crop 
production, hence they’ll likely continue 
to flag upside risks,” Robeco’s McNich-
olas said.
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