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KUALA LUMPUR (June 10): Malaysia’s 
industrial output rose at a slightly slower 
than expected pace in April from a year ear-
lier, led by manufacturing activities and elec-
tricity generation, official data on Monday 
showed.

The industrial production index (IPI) 
— which measures output from factories, 
mines, and power plants — climbed 6.1% 
in April, as compared to the same month in 
2023, the Department of Statistics Malaysia 
(DOSM) said in a statement. That compares 
to the median 6.5% increase predicted in a 
Bloomberg survey and March’s 2.4% year-
on-year gain.

On a month-on-month basis, the index 
fell 7.6% in April.

The latest reading dovetails with mod-
est improvement in factory output of major 
Asian exporters China, South Korea, Viet-
nam, Thailand and Taiwan over the same 
month. However, industrial production in 
Singapore, Japan and the US declined.

Growth of Malaysia’s key manufacturing 
sector picked up to 4.9% year-on-year in 
April versus 1.3% in March. Mining out-
put surged 10% from 4.9% in the preced-
ing month while electricity generation rose 
7.6%, decelerating from 8.5% in March.

Domestic-oriented industries expand-
ed 9.5% in April against 3.1% growth in 
March, mainly driven by manufacture of 
motor vehicles, trailers and semi-trailers as 
well as fabricated metal products.

Exports industries, however, accelerat-
ed to 2.6% in April from a 0.5% rise in 
March, driven by coke and refined petro-
leum products.

Manufacturing sales, meanwhile, rose on 
an annual basis for the fourth consecutive 
month, rising 5.7% in April to RM153.2 
billion in April compared to March’s 1.4% 
year-on-year gain, the department said in 
a separate statement.

The rise in April was mainly propelled by 
sales in the sub-sectors of transport equip-
ment, non-metallic mineral products, basic 
metal and fabricated metal products and 
electrical and electronics products, it noted.
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The diesel subsidy rationalisation is 
part of the government’s aim to cut its 
“subsidies and social assistance” spend by 
RM11.5 billion as laid out in Budget 2024. 

Maybank Investment Bank Bhd 
(Maybank IB) in a note on Monday point-
ed out that so far, a reduction of RM7.4 
billion has already been announced, name-
ly RM4 billion from targeted electricity 
subsidy, RM1.2 billion from chicken price 
subsidy removal, and RM2.2 billion from 
the targeted diesel subsidy, based on pro-
rated calculations. 

As such, only RM4.1 billion of savings 
is left to be announced.  

“The rakyat will start to appreciate it 
when they start to see that basic infrastruc-
ture in schools, hospitals and others have 
started to improve as the government has 
more resources to be directed towards 
the critical sector. Once the outcome be-
comes tangible, it will boost the credibility 
of the government and there will be buy-in 
among the citizens,” Dr Afzanizam added.  

Impact on inflation will be minimal
Given that diesel carries just 0.2% weight 
in overall consumer price index (CPI) bas-
ket — Malaysia’s main gauge of inflation 
— the direct impact is likely to be minimal. 

In fact, CIMB Investment Bank Bhd 
has revised its headline inflation forecast 
for 2024 downwards to 2.3%, from the in-
itial 2.7%, due to the decreased weightage 
of fuel and lubricants in the CPI basket, 
which dropped from 8.5% in 2023 to 5.9% 
in 2024. 

“Diesel’s share is 0.2%, implying that 
the 56% increase in diesel prices trans-
lated into a 0.1 percentage point first or-
der impact to headline inflation over 12 
months. Meanwhile, the CPI weight for 
petrol is 5.5%.

“The inflation hit [+0.1 percentage 
point] is contained by the continuation of 
subsidies for fishermen, land public trans-
port, logistics vehicles and East Malaysia, 
as well as cash handouts to small traders 
and agriculture smallholders,” it said in a 
note on Monday. 

While the indirect effect of the diesel 
price hike remains a concern, CGS Inter-
national Securities Malaysia head of eco-
nomics Nazmi Idrus argued that the im-
plementation of the fleet card mechanism 
ensures that the related sectors continue 
to receive the subsidised fuel, thus limiting 
the price pass-through effect.

“The risk is on the implementation. 
Few logistics and transport companies that 
we have talked to mention issues such as 
long queues at pump stations, not enough 
fuel allocation in the card, and backlogs 
in application for the card. Some of these 
will lead to higher prices, and also busi-
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teer anyway especially for businesses with 
non-transparent pricing mechanisms,” he 
told The Edge.

Will RON95 be next?
Following the diesel subsidy rationalisation 
and the government’s continued efforts for 
reforms, the restructuring for the RON95 
fuel may be next albeit it is still uncertain 
if it will be implemented before the end 
of the year. 

Many of the economists The Edge spoke 
to alluded that the timing of RON95 sub-
sidy cuts will depend on how the effects 
of diesel subsidy rationalisation will fare 
and the effectiveness of the targeted sub-
sidy measures. 

Maybank IB simulated that if the tar-
geted RON95 petrol subsidy rationalisa-
tion starts on July 1, 2024 and with the 
goal of achieving RM4.1 billion in gov-
ernment savings within the second half 
of 2024, RON95 petrol price will need 
to be raised by 32 sen per litre (+15.6%). 
And if the targeted RON95 petrol subsidy 
starts on Oct 1, 2024 to achieve RM4.1 
billion savings within the fourth quarter 
of 2024, RON95 petrol price will have to 
be increased by 65 sen per litre (+31.7%).

“When the targeted RON95 subsidy 
rationalisation will take place is ultimately a 
“political call”. Of course, the government 
has the final say on the actual quantum 
and timing of RON95 price adjustment. It 
can even postpone the implementation of 
targeted RON95 petrol subsidy rationali-
sation,” the investment bank noted. 

For IDEAS’ Yeoh, she said that the 
RON95 subsidy rationalisation should 
be accompanied by a very strong com-
munications plan from the government, 
in order to explain the reasons behind the 
move and what the additional savings will 
be utilised for. 

“Ultimately there is a lot of anger be-
cause the public perceives that the gov-
ernment doesn’t spend the public funds 
well anyway. There’s a link here with the 
corruption and the abuse of power that 
causes the leakages from the system. 

“So if the government can correct that 
narrative, and also show demonstrable ef-
forts in how it’s attempting to plug the gaps 
in other ways apart from the rationalisa-
tion, then it would be seen as more of a 
collective effort between the government 
and the public. I think if you package it 
that way — like it’s a collective effort — 
then the public won’t feel as if they are the 
only ones who are sacrificing,” she added.

 
Read also: Ceiling price increase for local 
white rice expected to be finalised before 
October 2024 — minister


