Economic growth vs inflation
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Robust growth

Thanks to robust private sector
spending and continued strength in
exports, Malaysia's gross domestic
product (GDP) growth has been pretty
robust in the last three quarters.

Accordingly, 2017 growth will likely
reach the upper end of the official
projection of 5.2%-5.7%, or even exceed
that. The Government expects 2018
GDP growth to range at 5%-5.5%.

Inflation this year will likely be at the
upper end of the official target of
3%-4%. The Government expects
inflation to be more moderate next year
at 2.5%-3.5%.
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High-income dream
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optimistic view on the business
conditions in the country. But sentiment
has eased in the third quarter despite
the robust economic expansion due to
poor manufacturing sales, slowdown in
production and lower domestic and
export orders.
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Consumers remain pessimistic

Index shows consumers continue to feel
a disconnect from the country's strong
GDP growth. They remain pessimistic
due to deteriorating household
finances, lacklustre income and job
outlook, concerns about rising cost of
living, among others.

Movement of OPR

Normalising interest rates

Bank Negara is widely expected to raise
the overnight policy rate by 25 basis
points to 3.25% next year. The hike
could come as early as January 2018.
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Recovering oil prices

Crude oil prices are expected to remain
on a recovery path, with the benchmark
Brent expected to average at around
US$53.88 per barrel in 2017 and
US$57.26 per barrel in 2018. This bodes
well for Malaysia's economy and the

Government's finances.
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