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Year in
Review: 2018

Amid the slowdown in economic growth, the World
Bank expected Malaysia to achieve the coveted high-
income country status at some point between 2020
and 2024.
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/ A Word
from MIDA

Global Economic Investment Growth
Turn of the tides

The global economic outlook for 2018 held much
promise on the back of 2017's rapid upturn in global
manufacturing and international trade. However, as
investors rushed to cash in, their confidence was met
with a slowing global growth momentum in the second
half of 2018, amid heightened trade tensions and policy
uncertainties, marked fluctuations in energy prices,
higher yields in the United States, a strengthening US
dollar, and financial market pressures on the currencies
of vulnerable economies with weaker fundamentals.
Against this backdrop, uneven growth prospects
among emerging markets and developing economies
(EMDEs) dimmed the outlook further.

The weakening global growth prospects led to the
World Bank’s downward revision of 2018's global
economic growth to an estimated 3.0 per cent, which
is a marginal 0.1 per cent decrease from 2017 — a vast
contrast to the whopping 0.7 per cent jump in global
GDP from 2.4 per cent in 2016 to 3.1 per cent in 2017.

Both EMDEs and advanced economies witnessed
slight growth declines in 2018 estimates versus 2017.
EMDEs slid marginally to 4.2 per cent in 2018, down by
0.1 per cent, and advanced economies was at 2.2 per
cent, also 0.1 per cent lower.

All regions recorded declines in 2018 except for
South Asia, Middle East and North Africa, and Sub-
Saharan Africa. Europe and Central Asia was hit by
a sharp decline of 0.9 per cent, which landed them
at an estimated 3.1 per cent in 2018. The world's
fastest growing region, East Asia and the Pacific, slid
by 0.3 per cent, going from 6.6 per cent in 2017 to
an estimated 6.3 per cent in 2018. In China, growth
slowed by 0.4 per cent to 6.5 per cent in 2018,
against its preceding year's high of 6.9 per cent.
Conversely, South Asia lauded growth of 6.9 per
cent in 2018 (up by 0.7 per cent) heralded by
strengthening investments and vigorous consumption;
India contributed to the region's rosy growth numbers
by charting 7.3 per cent in 2018 — up by 0.6 percent
— due to its steadying economic activity arising from
strong domestic demand.

According to the World Bank, given the downside risks
to 2019's outlook, global economic growth is expected
to soften by 0.1 per cent to 2.9 per centin 2019. Growth
in EMDEs is expected to remain unchanged — albeit at

a weaker-than-expected 4.2 per cent in 2019 — while
advanced economies are projected to slide by two per
cent, from 2.2 per cent in 2018 to 2.0 per cent.

Other headwinds that could hamper economic activity
in 2019, warned the World Bank, are sharper borrowing
costs, past increases in private and public debt, and
intensifying trade tensions which could disrupt globally
interconnected value chains.

Malaysia's Private Investment
Performance 2018

Celebratory rankings

Closer to home and on a brighter note, Malaysia came
up roses in several global rankings in 2018, one of
which is Bloomberg's Emerging Market Scorecard.
Carrying on its lead from 2017, Malaysia once
again clinched the top spot in a line-up of 20 other
emerging market peers, ahead of prominent nations
like Russia (2nd), China (3rd) and Korea (10th), to
name a few. The study cites Malaysia's current
account surplus, relatively stable economic growth
outlook, and valuations as reasons that led to its
repeat performance.

Another rousing accolade is Malaysia's nine-spot
leap to garner a global ranking of 15 among 190
economies in the World Bank Group's Doing
Business 2019 report. In its statement, the group
lauded the country's consistent efforts to adopt
international regulatory best practices as what made
the achievement possible. The six business reforms
carried out were in the areas of starting a business,
dealing with construction permits, getting electricity,
registering property, trading across borders, and
resolving insolvency. Malaysia was top five in several
areas, namely; second only to New Zealand for
protecting minority investors, third for dealing with
construction permits, and fourth for cost of obtaining
electricity. These significant improvements in its
business environment, as captured by the report,
helped the nation regain a position among the world's
top 20 economies.

The country rose one spot in the World Economic
Forum’s (WEF) 2018 Global Competitiveness Report
(GCR) to the 25th place out of 140 countries, with a
score of 74.4. The report heralded Malaysia as one
of three non-high-income economies that made it to
the top 40 list; Malaysia was at 25th place, China at
28th and Thailand at 38th. The country came in tops



for macroeconomic stability, 15th for financial systems,
19th for business dynamism, 24th for institutions,
and 32nd for both infrastructure and ICT adoption.
Adding that Malaysia sits at 9th place among future-
ready economies, the GCR stressed that adaptability
and agility of all stakeholders — be they individuals,
governments or businesses — will be key to the
success of economies. The report alluded to the fact
that Malaysia’s results — which spells competitiveness,
if kept up — will promote higher and sustained levels of
income in the future.

Malaysia was also proudly the only Southeast Asian
economy that registered an improvement of two
notches in the Switzerland-based IMD's (Institute for
Management Development) World Competitiveness
annual rankings. According to its 2018 report, the
country's improved position — from 24th to 22nd place
among 63 economies — owes much to its strong rebound
in economic performance, especially in the international
trade arena. Coming in at 25th, Japan, South Korea
(27th), and India (44th) also saw slight improvements.

Economic progress at home

Malaysia is set to leverage on the improving trend
of private investments bolstered by the positive
sentiments arising from the new Government’s

supportive policies and clear economic direction.

In its fourth quarter 2018 bulletin, Bank Negara
Malaysia (BNM) reported that the Malaysian economy
had a higher growth of 4.7 per cent in the fourth quarter
of 2018 despite global headwinds, supported by
expansion in domestic demand and a positive growth
in net exports. Private sector expenditure remained
the key driver of domestic demand, growing at 7.7
per cent, while a rebound in real exports of goods and
services turned around to register a positive growth of
1.3 per cent against the third quarters' -0.8 per cent.
On a quarter-on-quarter seasonally-adjusted basis,
the economy grew by 1.4 per cent. As a whole, the
economy grew by a commendable 4.7 per cent in
2018 influenced by resilient private sector spending,
lift from net exports, and continued expansion in the
services and manufacturing sectors.

The report noted the continued expansion in the
manufacturing sector was supported by electronics,

improvement in the mining and agricultural sectors,
and robust household spending driven by income
and employment growth. Private investment growth
moderated to 4.4 per cent in the fourth quarter
(versus 6.9 per cent in the third quarter), attributed
to slower capital spending across major economic
sectors. However, ongoing multi-year projects in the
manufacturing sector continued to provide support to

overall growth.

BNM warned, though, that further widening of trade
tensions would curtail global trade and growth. Other
factors that could weigh down growth prospects
include tightening financial conditions, heightened
financial market volatility, political and policy
uncertainties, and elevated debt levels.

Performance overview

Malaysia's private investments in the manufacturing,
services and primary sectors charted RM201.7 billion
in 2018, a 0.55 per cent increase against 2017's
RM200.6 billion. The pie was split with domestic
direct investments (DDI) assuming 60.1 per cent of
the share at RM121.2 billion, while foreign direct
investments (FDI) accounted for the remaining 39.9
per cent, chalking RM80.5 billion.

TOTAL PRIVATE INVESTMENTS
IN MALAYSIA FOR 2018
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The manufacturing sector’s performance rose by
37.2 per cent and stood at RM87.4 billion, against
investments of RM63.7 billion in 2017. The sector
called in 721 projects, the bulk of which (386 of the
total approved projects) were new ones that created
59,294 job opportunities.

Foreign investments more than doubled in 2018
(RM58 billion against 2017's RM21.5 billion)
and accounted for 66.4 per cent of approved
investments. Out of the 721 approved projects,
investors were mostly active in new projects, which
stood at RM61.8 billion and made up 70.7 per cent
of the total. The remaining 29.3 per cent (approved
investments worth RM25.6 billion) were from
expansion/diversification projects. The petroleum
products including petrochemicals industry was the
crowd favourite and attracted the largest amount of
foreign investments at RM19.1 billion, while other
industries with high levels of foreign investments
were the electrical and electronic products (RM10.7
billion), basic metal products (RM8.5 billion), paper,
printing and publishing (RM5 billion), chemicals
and chemical products (RM4.4 billion), and rubber
products (RM3.1 billion).

Domestic investments in manufacturing accounted
for 33.6 per cent (RM29.4 billion) of total investments
approved. Majority of the investments (RM21.5 billion)
were new projects, while the remaining RM7.9 billion
were from expansion/diversification projects. The
industry that attracted the most interest from domestic
investors was the petroleum products including
petrochemicals industry (RM13.8 billion), followed by
basic metal products (RM4.7 billion), rubber products
(RM1.5 billion), machinery and equipment (RM1.5
billion), food manufacturing (RM1.3 billion), and
transport equipment (RM1.2 billion).

The services sector led the way for total investments
approved in 2018, and garnered 4,103 approved
projects with investments totalling RM103.4 billion.
Domestic investments accounted for RM86.9 billion
while foreign investments stood at RM16.5 billion.
The real estate sub-sector continued to lead with
investments totalling RM47.9 billion, followed by
utilities at RM9.8 billion, financial services at RM9.7
billion, global establishments at RM7.5 billion, and
distributive trade at RM7.3 billion.

Approved investments in the primary sector landed
RM10.9 billion from 63 projects. Foreign investments
took more than half of the share at RM6 billion,
while domestic investments landed at RM4.9 billion.
Contributing 26 projects, the mining sub-sector came
out tops with approved investments worth RM10.2
billion. Plantation and commodities followed with
investments of RM601.8 million, while the agriculture
sub-sector accounted for the rest.

DOMESTIC VS FOREIGN
INVESTMENTS BY SECTOR
FOR 2018
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Total Realised Private Investments
(GFCF)

In 2018, realised private investments, measured in
terms of Gross Fixed Capital Formation (GFCF),
stood at RM246.4 billion as compared to the RM234.8

billion recorded in 2017, an increase of 4.9 per cent.



Following the mid-term review of the Eleventh
Malaysia Plan (11MP) 2016-2020 in October 2018,
Malaysia has been given a fresh set of revised
selected targets for Macroeconomic Prospects. The
country's new target of average growth for real private
investments for 2018 to 2020 is set at 6.1 per cent,
as opposed to the 9.4 per cent prior to the mid-term
review. Average private investments have also been
adjusted downwards to RM252 billion in current prices,
from RM291 billion prior to the mid-term review (see
box article on page 12 on the 11MP Mid-Term Review).
Considering the incremental total growth from 2017
to 2018, Malaysia is certainly on track to achieve
the 11MP’s revised target of 6.1 per cent of average
growth of real private investment by the year 2020.

Shape-shifting for a Productive
and Competitive Future

Labour productivity in Malaysia has grown between
three to four per cent annually over the last few years.
To improve this, productivity was highlighted as a
pivotal game-changing element in the 11MP set target
of RM88,450 per worker by 2020, with an average
annual growth rate of 2.9 per cent from 2018 to 2020.
All stakeholders must make a concerted effort to boost
productivity at the national, sectoral and enterprise

levels in a targeted and focussed manner.

As the nation’s leading Investment Promotion Agency
(IPA), MIDA fully supports the Malaysia Productivity
Blueprint (MPB), launched on 8 May 2017, in its goal
of shaping the productivity and competitiveness of the
local business landscape. The blueprint takes a bold
step towards raising labour productivity to achieve the
targets set forth in the 11MP and provides a framework
that addresses productivity issues and challenges in
a comprehensive and cohesive manner, covering five
strategic thrusts, 10 National-Level initiatives, and 43
Sector-Level Initiatives.

MIDA has been entrusted to lead the 6th National-
Level initiative — a key immediate action plan of the
MPB to embed productivity targets for enterprises into
disbursement of new grants, incentives, and soft loans.
To spur industry players onwards, more initiatives will
be crafted to promote the uptake of automation without
over-relying on foreign workers, and to encourage the
development of highly skilled workers through industry-

led trainings and enhanced sustainable manufacturing.

Labour-intensive industries must shift away from
unskilled foreign workers and adopt automation by
emulating smart factories that have successfully
raised the productivity bar through automation
processes involving robotics, optimised assets,
production quality, and the deployment of a highly
skilled workforce. By utilising emerging technologies,
these businesses can then infuse them into their future
strategy, development and innovation processes,
and remain at the leading edge to reap profitability,

energy, and productivity gains.

Digital Transformation

Malaysia has one of the highest internet penetration
rates regionally, with over 620 million online. Due to
this, the country is in a good place to capitalise on
the digital transformation era — and the numbers are
telling of the same. In 2017, the ICT sector contributed
to 18.3 per cent of the economy whereas, just four
years ago it registered 16.4 per cent.

Local industry players should take advantage of
Malaysia's current state of digital readiness. While
digital transformation and Industry 4.0 present
boundless benefits for big players with deep pockets,
small and medium enterprises (SMEs) should not
feel intimidated or left out. SMEs, which make up
over 98 per cent of business establishments in the
country, should embrace the digital economy to remain
competitive and to meet their customers’ evolving
needs. Although the task of digitalising existing
business practices may seem daunting, the benefits

far outweigh the costs.

Those that adapt and evolve are able to stay ahead
of the curve, anticipate marketplace needs, and serve
customers better, thereby raising their service levels.
In fact, there are several fuss-free, scalable, and cost-

effective digital uptake options ranging from cloud

solutions to open source loT operating systems
and even cyber-physical systems (CPS), where the
low entry costs provide SMEs with the option to invest
on a need-to basis rather than waste on excess
capacity. Manufacturers that digitalise their processes
stand to realise huge cost savings on inventory,
logistics, and maintenance.

SMEs can also take advantage of Malaysia's Digital
Free Trade Zone (DFTZ), the first of its kind in the
world, to capitalise on the convergence of the
explosive growth of the internet economy and cross-
border eCommerce activities. DFTZ is set to boost
Malaysia’s eCommerce roadmap which is aimed
at doubling the nation’s eCommerce growth and
increasing its GDP contribution to RM211 billion
(approximately US$47.68 billion) by 2020. MIDA
envisions that SMEs which adopt digital business
models will double their growth and provide 6,000
jobs for Malaysians by 2025.

Under the National eCommerce Strategic Roadmap,
MIDA is the lead agency tasked with transforming
the country into an e-fulflment hub. For this
transformation to come to fruition, MIDA urges local
players to invest in ICT systems and smart logistics
to be able to handle full-fledged e-fulfilment activities.

National Policy on Industry 4.0

The rapidly evolving global manufacturing landscape
calls for manufacturing firms to re-evaluate their
current approaches and strategies to remain relevant
and competitive. A strong manufacturing sector would
pave the way to enhanced productivity, job creation,
innovation capacity, high-skilled talent, and ultimately
economic prosperity and societal well-being. This
would position Malaysia as a primary destination
for smart manufacturing globally and attract more

high-tech investments.

The National Policy on Industry 4.0, titled
“Industry4WRD” (expanded upon in the box article
on page 64), provides the basis and support for
firms to make the leap into Industry 4.0. The Policy
outlines 13 broad strategies for Malaysia to embark
on a journey that will transform its manufacturing

industry landscape over the next decade.

The Government believes that this journey towards
Industry 4.0 adoption is anchored on three shift factors
—People, Process, and Technology — and will be made
possible by 11 technology pillars / key drivers; namely
Additive Manufacturing, Artificial Intelligence (Al), Big
Data Analytics, Advanced Materials, Cybersecurity,
Simulation, Cloud Computing, Augmented Reality,
Internet of Things (IoT), Autonomous Robots, and
System Integration.

Labour productivity in Malaysia has grown
between three to four per cent annually
over the last few years. To improve this,
productivity was highlighted as a pivotal
game-changing element in the 11IMP set
target of RM88,450 per worker by 2020,
with an average annual growth rate of 2.9
per cent from 2018 to 2020.

However, the strategies and action plans outlined in
this Policy require collaborative efforts across multiple
stakeholders and organisations. To accelerate or
improve the intended outcome of these actions, a
number of factors must be taken into consideration to
identify the most efficient and effective implementation
approach. For instance, the availability of capital and
incentives from the beginning ensures that Industry
4.0 programmes have a solid start in the country.
Funding and incentives should be directed towards
both R&D and adoption of these technologies in the
manufacturing process.

In line with one of the strategies outlined in this Policy,
the Government aims to support industry transformation
and develop local technologies by providing
and aligning incentives with targeted outcomes to
manufacturing firms and solution providers. Various
initiatives supporting the implementation of this
Policy were announced in Budget 2019, including
tax incentives, grants, and a readiness assessment
programme. MIDA will continue to work with MITI
and relevant stakeholders to deliver the strategies
and action plans towards strengthening Malaysia’s

competitiveness in the long run.



Anchoring Growth on People

The Eleventh Malaysia Plan (11th MP), 2016-2020, marks the final phase
towards achieving a developed and inclusive nation in line with Vision
2020. On 18th October 2018, the Government launched the Mid-Term
Review (MTR) of the plan to report the progress achieved in 2016-2017 and
outlines the realignment of socioeconomic policies and strategies for 2018-
2020, taking into account priorities of the new Government following the
14th General Election.

The past (2016 -2017)

During the review period, socioeconomic performance remained strong
despite uncertainties in the global environment. The Gross Domestic Product
(GDP) was well within the expected targets of between five to six per cent
(5.1% in 2016, further strengthening to 5.9% in 2017), while inflation remained
low and stable at 2.9 per cent per annum and the economy stayed in full
employment. The current account of Balance of Payments (BOP), although
narrowing, was in surplus. As targeted, the fiscal deficit of the Government
as a percentage to GDP reduced at the end of 2017.

New priorities and emphases

In the remaining two years, policy priorities will strive to strike a balance
between fiscal consolidation objectives and inclusive growth spread across
all sectors. The revised GDP expansion goal of between 4.5 to 5.5 per cent
per annum is set to be propelled by productivity improvements and sustained
domestic demand, as outlined in the MTR's revised multidimensional goals
that go hand-in-hand with the qualitative aspects.

Moving in response to rising domestic and global challenges, a total of six
policy pillars with 19 priority areas and 66 strategies have been crafted in line

with the direction of the new Government, namely:

m  Reforming governance towards greater transparency and enhancing
efficiency of public service;

Enhancing inclusive development and well-being;

Pursuing balanced regional development;

Empowering human capital;

Enhancing environmental sustainability through green growth; and

Strengthening economic growth.

On transforming services

The services sector is expected to stay on as the primary driver of Malaysia’s
economy with an annual average growth rate of 6.3 per cent. Initiatives are
set to spur transformation towards a more productive and competitive nation
through the development of a knowledge-intensive, skilled workforce.

Recognising that human resource sufficiency is a critical component in
determining the performance of the services sector, MIDA has taken the

initiative alongside the Malaysian Digital Economy Corporation (MDEC), to
enhance talent development in the e-Commerce and e-Fulfillment industries.
Some of the measures in place include improving industry readiness of new
graduates and encouraging SMEs to provide training for employees.

MIDA is optimistic that the nation's growth potential will be stimulated to
generate high income jobs for Malaysians in the services sector by eliminating
labour market mismatch, and maximising productivity output.

Based on the Malaysia Productivity Blueprint (MPB), the Government has
set a minimum target for the services sector to achieve a labour productivity
level of RM83,400 per employee by 2020. Significant improvement has been
recorded, whereby the productivity level per employee has increased from
RM69,534 per worker in 2016 to RM73,040 per worker in 2017.

Present-day services identified under the ambit of the 11MP Mid-Term Review
are ICT services, creative industry, oil and gas services, tourism, retail trade

and the halal industry.

In pursuit of revitalising manufacturing

The manufacturing sector on the other hand, will continue to be remodelled
towards producing more high value-added, diverse and complex products.
The catalytic sub-sectors, namely electrical and electronics (E&E), machinery
and equipment (M&E), and chemicals and chemical products will remain as
priority sub-sectors. The other two high potential growth sub-sectors, namely

aerospace and medical devices will still be pursued.

Enterprises are encouraged to increase their productivity by accelerating
automation and innovation, undertaking research and development (R&D),
implementing sustainable production practices, and leveraging industry
associations in sharing best practices.

In line with this, incentives, such as grants and soft loans to promote
automation, technological adoption, and exports will be provided based on
specific milestones and outcomes to ensure an optimal allocation of resources

that is impactful.

Another imperative step taken to promote cooperation among businesses
and industries in a more collective way is the adoption of the eco-industrial
parks (EIP) concept. Through the exchange of materials, energy, water
or by-products, this initiative aims to support sustainable consumption
and production (SCP), enabling new value creation to significantly reduce
industrial waste and promote optimisation of resources while improving

economic returns.

The realignment of priorities and strategies set in sight under the Mid-Term
Review of 11MP should place Malaysia well on its way to become a developed
economy and inclusive nation. Malaysia's per capita income is expected to
reach RM47,720 in 2020 and is anticipated that the nation will breach this
outset by 2024.




Post-Invest: MIDA Cares
for Business Health

MIDA’s job does not end at securing investors: as the Government’s principal
investment promotion agency to oversee and drive investments into Malaysia,
MIDA — through the Post-Investment and Infrastructure Support Division
(Postlinvest) — provides facilitation to companies to ensure their investment
journey goes as smoothly as possible.

Established on 3rd May 1999, MIDA’'s Postinvest (formerly known as the
Industry Support Division) strives to facilitate investment projects and offer
‘peace-of-mind’ to current and future investors. Postinvest provides proactive
support services to the manufacturing and services sectors, supported
in full by the Advisory Services Centre, which was itself established on 1st
October 1988.

With the combined efforts of senior officials from several key Government
agencies — including the Royal Malaysian Customs Department (RMCD),
Tenaga Nasional Berhad (TNB), Telekom Malaysia Berhad (TM), Department
of Labour and Immigration Department alongside the general support of
Liaison Officers from other relevant agencies — including the Department
of Environment (DOE) and Department of Occupational Safety and Health
(DOSH) — that are permanently stationed in MIDA, Postinvest is well situated
to offer facilitation to investors, both local and foreign.

Biz Clinic and Biz Talk

In 2018, Postlinvest successfully introduced a 360-degree outreach programme
called the ‘Biz Clinic & Biz Talk’. Despite its short existence, the dual-faceted
programme quickly became a key flagship initiative for MIDA, as it facilitated a

greater connection between investors and stakeholders.

The Biz Clinic is a one-on-one session between investors and stakeholders
that gives companies a platform to securely and effectively air their grievances
and discuss the challenges they face. At the Biz Clinic, companies are not only
able to work out solutions to the issues they come up against, but they can seek
much-needed clarification and advice on prevailing policies and governmental

guidelines and initiatives.

The Biz Talk complements the Biz Clinic, with participants being given a
thorough explanatory presentation on current market trends and forecasts
by officials from TNB and TM.

The year 2018 saw the successful execution of three Biz Clinic and Biz Talk
events in Negeri Sembilan, Selangor and Pulau Pinang. The events were
well attended and received positive feedback from the business communities
they served.

2018 BIZ CLINIC AND BIZ TALK EVENTS

Negeri Sembilan Pulau Pinang

7th March 2018

122 participants

70 companies

Key Issues raised:
- Power quality

- Lack of internet
connectivity

- Lack of local talent

Supported by:

Invest Negeri Sembilan,
FMM, TM, TNB and
NGC Energy

6th July 2018

160 participants
)

[

90 companies

Key Issues raised:

- Recruitment of
foreign workers
(lengthy procedures,
insufficient quota and
high levy)

- Lack of local talent

- Delay in approval for
Development Orders
(DOs), Building
Plans (BPs) and
Certificates of
Completion and
Compliance (CCCs)
from local authorities

Supported by:

Invest Selangor,
FMM, TM, TNB and
NGC Energy

30th October 2018

140 participants
I

55 companies

Key Issues raised:
- GST refunds

- Licensed
Manufacturing
Warehouses(LMW)
compliance

- Immigration Expatriate
Services Division
(ESD) system

Supported by:

Penang Development
Corporation (PDC),
FMM, TM, TNB and

NGC Energy

With the encouraging success of the 2018 Biz Clinic & Biz Talk programmes,
MIDA will continue to work with the relevant stakeholders to organise more
programmes for 2019 towards increasing the ease of doing business and
ensure business compliance, in the hopes of preparing a new fleet of investors

for success within Malaysia.




1.2
MALAYSIA'S INVESTMENT VIS-A-VIS GLOBAL INVESTMENTS SCENARIO

Developing
Economies
Show Resilience

The Crux of the Matter

The global economy rallied at the start of 2018 on
an upbeat note buoyed by forecasts of a marginal
increase of up to 10 per cent in global FDI flows.
Although well below the average over the last 10
years, the higher economic growth projections,
trade volumes and commodity prices in 2018 were
promising factors that were expected to steer the
world towards a sizeable hike in global FDI inflows

for the year.

However as investors’ confidence in the global
economic outlook dimmed, so did the upswing. The
global economy's downward roller coaster ride has
been riddled with issues of significant risks and
policy uncertainties ranging from Brexit to jittery
stock markets to intermittent capital flight from
developing nations to Italy's fight with the European
Union, to quote a few headlines. Other pressing
issues impacting global investment patterns are,
heightening trade tensions that could unfavourably
affect investment in global value chains (GVCs), and

the implementation of US tax reforms.

According to the United Nations Conference on Trade
and Development’s (UNCTAD), Global Investment
Trends Monitor Issue No. 31, global FDI slipped for
the third consecutive year by 19 per cent in 2018, to an
estimated US$1.2 trillion from US$1.47 trillion in 2017,
back to its former low point post the global financial

crisis. Developed countries were the hardest hit

where FDI inflows tumbled by 40 per cent, to an
estimated US$451 billion owing to large reinstatements
of accumulated foreign earnings from tax reforms
by multinational enterprises (MNEs) in the United
States. FDI to the transition economies dwindled by
8 per cent to US$44 billion, following the global trend.

FDI INFLOWS: TOP 10 HOST
ECONOMIES, 2017 AND 2018*
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Developing economies remained resilient and took
up half of the Top 10 host economies (2017, 2018)
spots, with FDI increasing by 3.0 per cent in 2018 to
US$694 billion. The region held on to 58 per cent of
the global FDI pie, thanks to the sharp decline in the
developed countries, where Europe inflows receded
by 73 per cent and North America's by 13 per cent.
Despite the decline, the United States remained the
largest recipient of FDI at US$226 billion, followed by
China at US$142 billion and the United Kingdom with
US$122 billion.

A beacon of future trends, South-East Asia
accounted for much of the global expansion in
greenfield investment activity, and doubled to
US$140 billion in 2018. This gave developing
economies a substantial 47 per cent stake in
overall announced greenfield project values.

The increase in investment project values is
testament to the corporate income-tax-reform-driven
nature of the decline in global FDI. Cross-border
mergers and acquisitions (M&As) rose in tandem
by 19 per cent to US$822 billion. Greenfield project
announcements rose by 29 per cent from its relatively
low baseline in 2017 — a piece of positive news
indicative of future trends.

The light at the end of the tunnel is that a rebound is
likely in 2019 although the ongoing global economy
scenario holds little promise. Rising risks hover over the
horizon from recent downward amendments in growth
forecasts and policy factors including trade tensions,
the uncertainty about the global policy environment
for investment, and the possibility of structurally lower
reinvested earnings by United States’ MNEs.

FDI flows to developed economies
lowest since 2004

Facing a decline of 40 per cent, inflows to Europe fell
by almost three quarters (73 per cent) to only US$100
billion with a decrease of 18 per cent to the United
States. Inflows to developed countries were the lowest
level since 2004, well below the troughs in 2009 at
US$652 billion and 2014 at US$595 billion.

Prior to 2018, FDI outflows from the United States
were mostly accounted for by reinvested earnings,
so local MNEs tried their best to avoid tax liabilities.
Nonetheless, reforms that came into motion in January
2018 reduced those liabilities and the MNEs responded

by repatriating accumulated overseas profits.

Reinvested earnings by the United States’ MNEs
amounted to US$200 billion in the first two quarters,
compared to US$168 billion in the same period the
year before. These negative flows resulted in declines
in global FDI flows, especially in Europe. Even though
reinvested earnings in the third quarter reverted to a
positive value of US$42 billion, the effect may persist
longer as there is no time limit given on the tax
advantage and profits re-established.

East and South-East Asia take up one
third of world's FDI pie

Flows increased by 5.0 per cent in Asia and 6.0 per
cent in Africa, but was focussed on a few countries.
Latin America and the Caribbean took a downward
trend of 4.0 per cent with East and South-East Asia
emerging as the largest host regions, making up one-
third of global FDI in 2018.

For developing Asia, FDI flows rose by 5.0 per cent

to an estimated US$502 billion. Already the largest
recipient of FDI flows in the world, the region also
garnered the highest value of greenfield project
announcements. In East Asia, the largest developing-
economy FDI recipient, namely the PRC, raked in an
estimated US$142 billion, an increase of 3.0 per cent.
Flows to Hong Kong, the region’s second largest host

economy, were stable at US$112 billion.

The main FDI driver is South-East Asia, where inflows
rose by 11 per cent for three consecutive years,
to reach a record level of US$145 billion. Much of
the region’s FDI growth in 2018 was captained by
a rise in investment in Singapore to US$77 billion,
mainly due to a 94 per cent increase in cross-border
M&A activities.

A beacon of future trends, South-East Asia accounted
for much of the global expansion in greenfield
investment activity, and doubled to US$140 billion in
2018. This gave developing economies a substantial
47 per cent stake in overall announced greenfield
project values. The value of cross-border M&A sales
in these economies also rose by nine per cent in 2018
to US$122 billion and accounted for 15 per cent of the
global total, affirming that FDI in developing economies

are predominantly greenfield and expansion driven.

The Story Back Home

Tempering down from an exceptional performance in
2017, the Malaysian economy recorded a respectable
growth of 4.7 per cent in 2018. Amid temporary supply
disruptions in commodity-related sectors and the
Government's rationalisation on spending, growth

was supported by resilient private sector activities.

Private sector expenditure continued to be the main
growth driver, supported by fundamental factors such
as favourable labour market conditions and improved

consumer sentiments.

Net FDI and DIA by Sectors
in Malaysia in 2018

Malaysia's FDI net inflows improved in 2018's final
quarter — from RM4.3 billion in the third quarter to a
sizeable RM12.9 billion in the fourth quarter — and
was broad-based across all sectors. The inflows
were mainly channelled into the manufacturing sector
which charted RM4.6 billion, followed by the non-
financial services sector at RM4.1 billion. Financial
services also received a fair share at RM3.7 billion.
Advanced economies including the Netherlands,
Japan, and Hong Kong were the largest contributors
of FDI in 2018.

On the other hand, direct investments abroad
(DIA) by Malaysian companies which was primarily
channelled into the mining and non-financial sectors
also recorded a higher net outflow of RM10.8 billion
in the final quarter of 2018 compared to RM3.8 billion
in the third quarter. The mining sector's DIA outflows
were at RM7.8 billion, whereas non-financial services
sectors recorded RM3.1 billion.

MALAYSIA'S NET DIRECT INVESTMENT FLOWS BY SECTOR
IN THE 4TH QUARTER (2018)
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Note: For DIA, positive values refer to net outflows while negative values refer to net inflows
Source: Department of Statistics Malaysia and Bank Negara Malaysia
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The Fourth Industrial Revolution can address many issues
concerning businesses, including the environment, health
and safety of workforce, waste management, efficiency
in managing supply chains, resources and delivery
systems. Smart manufacturing will eventually lead to the
emergence of smart cities, smart grids, smart services et
cetera in Malaysia. Industry4WRD can be a clear strategic
direction for the nation since these technologies apply across
the board

- Tun Dr Mahathir Mohamad, Prime Minister
(The Edge, 31 October 2018)




PERFORMANCE OF THE MANUFACTURING SECTOR
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The year 2018 has seen its share of ups and downs
in the global manufacturing scene. For instance,
manufacturing in the UK has boomed as a prelude
to ‘Brexit’, or the UK’s exit from the European Union
(EU) in 2019. Meanwhile, the ongoing ‘US-China
trade war’, coupled with slowing demand, has
had an adverse impact on production in multiple
economies, with the PRC being harder hit than
the USA. According to Reuters, China’s slowing
manufacturing activity has “spilled over to other Asian
economies”, with Malaysia’s manufacturing industry
having “slowed to its weakest pace of expansion”
since IHS Markit's survey started in 2012.

On a more positive note, however, the trade war has
also opened doors for Malaysian manufacturers to
potentially capitalise on, becoming alternative suppliers
of substitutionary goods for both parties involved. This
is especially noticeable in the oil palm products and
rubber products industries.

Another possible spin-off in the country's favour lies
in investment diversion opportunities. As foreign
investors look for greener pastures to flee trade tariffs
and tensions, Malaysia's solid economic standing,
wide trading networks, and diversified sectors could
prove attractive to those seeking to steer their way
around the disruption, search for new opportunities,
and open up alternative markets. A big plus for
investors is that the nation remains open to pursuing
trade initiatives through bilateral and multi-lateral
agreements that benefit export-oriented manufacturers.

There are also many incentive programmes and tools
facilitated by MIDA for both foreign and domestic
investors who want to set up manufacturing projects
on Malaysian shores. One such incentive programme
is the Automation Capital Allowance (Automation CA)
which was introduced in the 2015 Budget. For the
period of 2015-2018, MIDA has approved a total of
139 Automation CA applications.

The threshold of qualified expenditure for this
incentive is dependent on the application’s industry
category. Labour-intensive industries (Category 1)
which have been identified as rubber products,
plastics, wood, furniture and textiles would be eligible
for an Automation CA of 200 per cent on the first
RM4 million qualified expenditure.

Other industries (Category Il) such as fabricated metal
or electrical and electronics (E&E) products would be
eligible for an Automation CA of 200 per cent on the
first RM2 million qualified expenditure.

The 139 beneficiaries of Automation CA incentive
have invested more than RM250 million into automating
their manufacturing operations and processes. As a
result of this incentive, overall production volumes
have increased by approximately 140 per cent on
average, with a quality improvement of 60 per cent on
average. Furthermore, more than 700 reductions of
unskilled workers have also been achieved.

As foreigninvestors look for greener pastures to

flee trade tariffs and tensions, Malaysia's solid

economic standing, wide trading networks,

and diversified sectors could prove attractive

to those seeking to steer their way around the

disruption, search for new opportunities, and
open up alternative markets.

The release of Malaysia's National Policy on Industry
4.0 or IndustrydWRD (see box article on page
64) in October 2018, underlines the Government’s
seriousness and commitment towards this new
era of technological convergence. Some of
MIDA’'s endeavours to familiarise companies with
smart manufacturing technologies include seminars,
dialogues with business chambers, briefing with
business associations, workshops and supplier
conferences to MNCs and SMEs. The agency
has additionally identified strategic partners in the
fields of robotics and automation, and the Industrial
Internet of Things (IIOT), among others. By working
with these technology developers and solution
providers, MIDA serves as a networking conduit
to link industry players.

In an effort aimed to assist local industry players in
implementing Industry 4.0 in their operations, MIDA
in collaboration with the IME Group of Companies,
with the support of Dassault Systémes and Robert
Bosch, jointly organised the MIDA-IME Industry
4.0 Showcase in mid-2018 at its headquarters. It
demonstrated a wide range of related technologies



KEY HIGHLIGHTS OF THE MANUFACTURING SECTOR FOR 2018

OVERALL PERFORMANCE

TOP PERFORMING INDUSTRIES IN 2018
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such as simulation, additive manufacturing, system
integration, digitisation, cloud computing, Internet of
Things (loT), and data analytics.

In doing its part, the Government through MIDA has
provided various forms of facilitations that local industry
players can leverage on to upgrade their technologies
as well as human capital. Among them is the Domestic
Investment Strategic Fund (DISF). The fund aims to
provide support to Malaysian-owned companies in
targeted industries on their way towards achieving
high technology, high-value-added, and knowledge-

intensive operations.

MIDA has established dedicated SME Investment
Desks at its headquarters and offices nationwide to
keep SMEs informed about its facilities. Financing
assistance and development programmes are available
for SMEs to upgrade their services and capabilities.
Through this platform, MIDA has organised more than
60 programmes in 2018 through roundtable meetings,

networking sessions, and outreach programmes.

The team also frequently organises engagements
with associations and chambers. MIDA also conducts
regular domestic investment seminars and specific
forums on industrial parks. Malaysian businesses
and SMEs should take advantage of these facilities
for guidance and advice on the Government’'s
initiatives and facilities in building sustainable
business collaborations.

Machinery Non-metallic
& Equipment Mineral Products

to the total
approved
investments

A Very Good Year

The performance of Malaysia’s manufacturing sector
for 2018 has improved by a significant margin as
compared to that of 2017. The sector saw approved
investments totalling RM87.4 billion in 2018; a notable
37.2 per cent higher than the 2017 figure of RM63.7
billion. Over two-thirds or 70.7 per cent of the total
investments approved were in new projects worth
RM#61.8 billion.

As with 2017, the People's Republic of China (PRC)
was again the manufacturing sector’s largest investing
foreign country (RM19.7 billion across 40 projects),
with a large gap between it and Indonesia (RM9 billion
in eight projects). This was closely followed by the
Netherlands (RM8.3 billion across 10 projects), Japan
(RM4.1 billion in an astounding 63 projects), and the
USA (RM3.2 billion across 18 projects). These five
nations jointly accounted for 76.4 per cent of foreign
investments approved in 2018. Most of the foreign
projects approved involved the production of high-
technology, high-value-added goods; a significant
and appropriate step towards achieving Malaysia’s

industrial ambitions.

Capital Intensive Projects Dominate

As measured by the capital investment per employee
(CIPE) ratio, the capital intensity of projects approved
in the manufacturing sector in 2018 was RM1,473,600,

which is a significant jump of 30.6 per cent from
2017’s CIPE of RM1,128,476. The industry with the
highest CIPE remained petroleum products including
petrochemicals (RM22,121,523, or over RM12 million
more than 2017’s figure), followed by basic metal
products (RM2,627,948) with chemicals and chemical
products close behind (RM2,092,071).

The manufacturing sector also featured 16 projects
approved with investments of RM1 billion or more each,
nearly double of the nine projects approved in 2017.
Investments into these 16 projects reached RM57.7
billion, or 66 per cent of total investments approved.
This represented a 65.8 per cent increase over 2017’s
figure of RM34.8 billion. These 16 projects were
petroleum products including petrochemicals (seven
projects worth RM30.0 billion), basic metal products
(three projects totalling RM10.9 billion), E&E products
(one project worth RM7.5 billion), paper, printing, and
publishing (two projects worth RM4.1 billion), rubber
products (one project worth RM2.2 billion), chemicals
and chemical products (one project amounting to
RM2.1 billion), and non-metallic mineral products
(1 project worth RM1 billion).

In total, there were 81 projects approved in
the manufacturing sector with investments of at
least RM100 million each, making up RM75.0 billion
(85.9%) of all investments approved. This is 43.2
per cent higher than in 2017, and clearly indicates
that capital-intensive projects dominated Malaysia’s

manufacturing landscape.

How the Industries Fared

The petroleum products including petrochemicals
industry recorded the highest total investments
approved in 2018 (RM32.9 billion). This was followed
by basic metal products (RM13.1 billion), an increase
of RM12.9 billion from its 2017 investment figures of
RM183.2 million; E&E products (RM11.2 billion), an
increase of RM1.5 billion from its 2017 investment
figures of RM9.7 billion; paper, printing and publishing
(RM5.4 billion); chemicals and chemical products
(RM5 billion), a 20.5 per cent increase over the RM4.1
billion charted in 2017; rubber products (RM4.6 billion),
or well over triple 2017’s figure of RM1.23 billion;
machinery and equipment (RM2.4 billion); and non-

metallic mineral products (RM2.4 billion). These eight
industries accounted for RM78.3 billion or 88.2 per cent

of total investments approved.

Malaysia's Darling Export Earner

Manufacturing remains a key contributor to the
nation's exports. In 2018, a total of 221 export-oriented
projects were approved; these were from projects
that proposed to export at least 80 per cent of
their output. These projects, with investments
totalling RM32.6 billion, were foreign-dominated
in nature. Foreign investments were worth RM23.8
billion (72.9%), while the remainder RM8.8 billion
(27.1%) came from domestic investments. Export-
oriented projects mostly originated from petroleum
products including petrochemicals (RM11.5 billion in
six projects), E&E products (RM10.4 billion in 24
projects) and rubber products (RM4.4 billion in 13

projects) industries.

KEY CONTRIBUTORS TO THE
NATION'S EXPORTS FOR 2018
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Drawing Skilled Talent

The projects approved in 2018 will create 59,294 new
jobs. Of these, 14,709 (14.7%) were in managerial,
technical, or supervisory roles, while 7,740 (13.1%)

were for skilled workers. Most of the jobs created



were in the E&E industry (11,180 jobs), followed by
rubber products (6,351), and basic metal products
(4,998), with fabricated metal products (4,978) very
close behind.

The Eleventh Malaysia Plan (11MP) foresees the
creation of 1.5 million new jobs by 2020, with 60 per
cent requiring technical or vocational skills. One way in
which MIDA seeks to deepen the nation’s talent pool
is through the establishment of the Apprenticeship
Programme, in collaboration with the Ministry of
Education (MOE), Ministry of Human Resource
(MOHR)'s Skills Development Department, and the
Federation of Malaysian Manufacturers (FMM).

JOB OPPORTUNITIES IN THE
MANUFACTURING SECTOR
FOR 2018
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The rapid technological advancement in the sector
calls for periodic upskiling of human capital to

sustain Malaysia's position as a preferred location for

investment. It also requires for Government support in
the areas of research, development, and innovation

(RDI) infrastructure and facilitation.

To this end, MIDA has been working to drive
stronger RDI collaborations between the industry and
academia. For example, on 7 May 2018, MIDA signed
and exchanged a Memorandum of Understanding
(MOU) with the Industrial Technology Research Institute
(ITRI), a key organisation in transforming Taiwan’s

labour-intensive industry into an innovation-driven one.

These and other such collaborations do not necessarily
have to involve huge injections of fresh funding. For
instance, Osram Opto Semiconductors (M) Sdn. Bhd.
has provided several institutions of highe r learning
with RM2.4 million worth of used equipment from its
Penang factories. The equipment provides students
with hands-on educational experience vis-a-vis the
high-tech industry. They also helped the universities
develop R&D labs and allow lecturers to educate on
photonics and semiconductors technology without
requiring the institutions in question to make any
additional capital investment.

Foreign Investors Lead...

Despite the slow global economic growth, and in
contrast to 2017, foreign direct investments (FDI) play
a pivotal role in growing the country’s manufacturing
sector. Foreign investments in approved manufacturing
projects have more than doubled to RM58.0 billion in
2018 from 2017’s figure of RM21.5 billion. New projects
made up the majority of FDI, totalling RM40.3 billion
(69.5%), with the remaining RM17.7 billion (30.5%)

being for expansion/diversification projects.

The petroleum products including the petrochemical
industry brought in by far the largest amount of foreign
investments (RM19.1 billion) in 2018, with the second-
largest amount of foreign investments coming from
the E&E products (RM10.7 billion, over RM2 billion
more than 2017). Other industries with high levels
of foreign investments are basic metal products
(RM8.5 billion), paper, printing, and publishing (RM5
billion, a remarkable increase from 2017’s figure of
RM104.9 million), chemicals and chemical products
(RM4 .4 billion, nearly double 2017’s figure of RM2.4
billion), and rubber products (RM3.1 billion).

...with Domestic Investors Making
Up Nearly a Third of Total
Investments in 2018

Approved domestic investments into the manufacturing
sector reached a total of RM29.4 billion, accounting
for 33.6 per cent of total investments approved. Most
(RM21.5 billion of these investments were approved
across 270 new projects, while RM7.9 billion was
pumped into 210 expansion/diversification projects.
DDI was primarily concentrated in the petroleum
products including petrochemicals industry (RM13.8
billion or 47 per cent) and basic metal products
(RM4.7 billion), followed by rubber products (RM1.6
billion), machinery and equipment (RM1.5 billion),
food manufacturing (RM1.3 billion), and transport
equipment (RM1.2 billion).

APPROVED FOREIGN INVESTMENTS
VS DOMESTIC INVESTMENTS IN THE
MANUFACTURING SECTOR FOR 2018

APPROVED FOREIGN INVESTMENTS
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The Spread by Location

Following 2017’s trend, a majority of the projects
approved were sited in Selangor (241 projects),
Johor (144 projects) and Pulau Pinang (108 projects),
with 493 (68.4%) of all projects approved in 2018
located in these three states. Value-wise, the state
of Johor (RM30.5 billion) benefitted the most from
these investments, followed by Selangor (RM18.9
billion), Sarawak (RM8.7 billion), Pahang (RM8.0
billion) and Pulau Pinang (RM5.8 billion). These
five states contributed 82.3 per cent of the total

investments approved.

The two largest investments in Johor stemmed firstly
from a new project by a majority foreign-owned company
in the petroleum products and petrochemicals industry
(RM14 billion), and secondly from an expansion project

by a foreign-owned company in the E&E industry
(RM7.5 billion). Meanwhile in Selangor, a major
investment was from a new project by a majority
domestic-owned company in the basic metal products
industry (RM5.7 billion). Investment also surged in
Sarawak, led by a new project by a wholly Malaysian
company in the petroleum products and petrochemicals
industry (RM5.7 billion).

Implemented Manufacturing Projects
The addition of 721 new projects in 2018 brings the

total number of manufacturing projects approved
during the five-year period (2014 - 2018) to 3,632
projects. Around 2,745 of these projects have been
implemented thus far, with 2,555 projects already in
active production and 190 projects still undergoing
factory construction and machinery installation.
Total capital investments in these 2,745 projects
amounted to RM207.5 billion. Another 59 projects with
investments of RM13.2 billion have acquired sites for
factories, while 678 other projects worth RM101.1
billion are in the active planning stage. When these
737 other projects are realised, total investments of

these projects will amount to RM114.3 billion.

The majority of projects implemented during the
five-year period of 2014 to 2018 came from the E&E
products, machinery and equipment, fabricated metal
products, chemicals and chemical products and food
manufacturing industries. Selangor has the largest
number of implemented projects to date, followed by
Johor, Pulau Pinang, Kedah and Perak.

IMPLEMENTED MANUFACTURING
PROJECTS (2014 - 2018)
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Electrical and Electronic Products

Malaysia’s electrical and electronic products (E&E)
industry has been and continues to be a significant
contributor to the nation’s economy. In 2018, the
industry raked in investments worth RM11.2 billion,
or 12.8 per cent of total investments. E&E was
overwhelmingly dominated by foreign investments
(RM10.7 billion, or 95.8 per cent of all investments
in the industry), mostly from the Netherlands,
Japan, and China. Of the 56 projects approved, the
vast majority were expansion/diversification projects,
with investments worth RM10.3 billion. The other
17 were new projects, with investments of RM918.2
million. Compared to the 109 projects that brought
in RM9.7 billion in 2017, this is a clear indication
that the average capital expenditure per project has
more than doubled in 2018.

As with 2017, the E&E industry was again the country’s
largest export earner in 2018, chalking RM380.8 billion
and accounting for 38.2 per cent of the total value of
exports. The industry’s top five export destinations
were Hong Kong, Taiwan, PRC, Thailand, Republic of

Korea, Singapore and Vietnam.

This is a great opportunity to position

Malaysia as a hub for future investments.

Malaysia’s strategic location means it is

able to offer a cost-competitive platform

for investors intending to set up offshore

operations for the manufacturing of advanced
E&E products.

The ‘US-China trade war’ that started in 2018 has
the potential to be either bane or boon for the E&E
industry, depending on how industry players respond.
Tariffs and other trade barriers that cover items
critical to semiconductor manufacturing will impact
companies in the sub-sector’s supply chain by directly
increasing business costs. This may lead to added
uncertainty and further stifle innovation. That said, the
Malaysian semiconductor and semiconductor-related
sub-sector may benefit from the trade war should the

PRC-based and other foreign companies choose to

relocate their plants or outsource projects to existing
industry players in Malaysia to circumvent higher US-
imposed tariffs.

Indeed, this is a great opportunity to position
Malaysia as a hub for future investments. Malaysia’s
strategic location means it is able to offer a cost
competitive platform for investors intending to set up
offshore operations for the manufacturing of advanced
E&E products.

From a regional perspective, Southeast Asia may
witness increased FDI inflows not only from the PRC,
but also from the USA, if the trade war persists.
Additionally, customers from the USA may very well
decide to source for products outside of China to
avoid the tariffs, benefitting Malaysian manufacturers
in particular, as the nation is a major semiconductor
manufacturing hub. Malaysia’s Government however,
is committed to attract only the highest-quality, high-

technology investments.

The American Malaysian Chamber of Commerce
(AMCHAM) is also of the opinion that the trade
dispute may benefit the Malaysian E&E industry
due to its strategic position. AMCHAM expects
USA investments in Malaysia to expand over the next
few years, assuming that the global economy remains
on course.

The emergence of trends such as Industry 4.0 and the
Internet of Things (loT) means that the E&E industry,
especially the semiconductor sub-sector, is on the rise
again. As such, Malaysia’s long-standing expertise

gives it a competitive advantage when it comes to

promoting investment in the industry.




OVERALL PERFORMANCE OF THE E&E INDUSTRY BY SUB-SECTOR FOR 2018

ELECTRONIC ELECTRICAL
COMPONENTS PRODUCTS
total approved total approved
investments investments
RM9.4 bil RM1.4 bil
1 8 approved 23 approved
projects projects
new new
projects projects
expansion/ expansion/
1 diversification 1 diversification
projects projects
2,899 % 7,426
job opportunities job opportunities

One of MIDA’s flagship promotional events for the E&E
industry was SEMICON Southeast Asia (SEMICON
SEA) 2018. This is an international semiconductor
trade event organised annually by SEMI, a global
association for the electronics manufacturing supply
chain. Throughout the event, MIDA held various

programmes to engage with industry stakeholders.

One such programme was the International Sourcing
Programme (INSP), which MATRADE organised
with MIDA's support. INSP consisted of one-on-one
business meetings between foreign buyers in the
E&E industry and Malaysian suppliers, enabling them
to source for products and services. The outcome of
these meetings resulted in total potential sales worth
RM289 million.

MIDA also conducted a supply chain programme
involving electric vehicle projects and the avionics/
aerospace transport sub-sector. Through the
programme, MIDA helped connect the relevant clients
and vendors by holding business-matching sessions

between them.

To further strengthen the industry ecosystem,
MIDA is working closely with the Semiconductor
Fabrication Association of Malaysia (SFAM) for
curriculum embedment initiatives with several

universities in Malaysia.

INDUSTRIAL CONSUMER
ELECTRONICS ELECTRONICS
total approved total approved

investments investments

RM284.6 mil RM79.7 mil
approved
projects
new expansion/
projects 4 diversification
projects

expansion/
diversification
projects

684 171

job opportunities job opportunities

In addition, MIDA also undertook several talent
initiatives during SEMICON SEA 2018. One of these
initiatives was the SEMICON University Programme
(SEMICON U). The programme provided students
the opportunity to learn more about entrepreneurship
in the industry, as well as engage with industry
professionals during interactive sessions. By doing
so, SEMICON U provided students with the latest
insights into future technologies, propelling their

interest in entrepreneurship.

Another event that took place during SEMICON SEA
2018 was MIDA's electronics career fair, involving the
participation of major companies in the E&E industry
and its supply chain. The career fair provided a platform
for these companies to address their specific technical

manpower requirements.

Electronic components

Electronic components formed by far the most
significant share of investments in the E&E industry,
making up 84.4 per cent of total investments. In
2018, a total of 18 approved projects brought in
investments worth RM9.4 billion, a stunning growth of
over 200 per cent from 2017. The projects approved
involved the manufacturing of electronic components
(some examples include advanced IC packaging,

Light Emitting Diodes (LEDs), microcontrollers,

semiconductor devices and printed circuit board
assembly). Almost all investments into this
sub-sector was a result of FDI, forming 99 per cent of
total investments.

Of the projects approved, seven were new projects
involving investments worth RM548.3 million, while
11 projects with investments of RM8.9 billion were for
expansion/diversification. These projects are expected

to generate 2,899 employment opportunities.

There were two notable expansion projects involving
integrated circuits (ICs). The first is by wholly-
foreign-owned STMicroelectronics Sdn. Bhd., which
brought in RM7.54 billion worth of investments to
manufacture advanced IC packaging and undertake
R&D service activities, and creating 597 job
opportunities. The second is by Unisem (M) Berhad,
which also manufactures advanced IC packaging.
This expansion project worth RM68.8 million would
create up to 2,318 employment opportunities.

Another significant project is a new investment by
Daiichi Seiko (M) Sdn. Bhd., a manufacturer of sensors
for the automotive industry, with investments chalking
RM297.7 million. This new project will create 135 new
job opportunities.

Currently, MIDA is aggressively promoting knowledge
intensive design activities under the E&E industry.
These activities include Integrated Circuits (IC)
Design, Integrated Circuits (IC) Packaging Design,
Embedded System Design and Test & Engineering
design services for E&E clusters and its connecting
supply chain ecosystem. This would include
those in the Semiconductor, EMS, Industrial System
Electronics, Storage, LED, Solar, Automation Robotics,
Optics Photonics, 10T (as a basis for Industry 4.0)
and Shared Services.

Consumer electronics

The year 2018 saw the approval of four expansion/
diversification projects with investments totalling
RM79.7 million. These projects mainly involved the
manufacture of speaker units and amplifiers, speaker
systems, chess clocks, and Bluetooth devices. Up
to 171 new jobs were envisaged to be created from

these projects.

Industrial electronics

In 2018, a total of 11 projects were approved in this
sub-sector involving investments worth RM284.6
million. Of those, the majority of investments (RM165.9
million or 58.3%) were for three new projects, while
eight expansion/ diversification projects attracted
investments totalling RM118.8 million (41.7%). FDI
played a slightly larger role, which amounted to 70.5
per cent of total investments, or RM200.5 million,

while domestic investments broughtin RM84.1 million.

Another noteworthy expansion project is by a wholly-
Malaysian-owned company Testhub Sdn. Bhd. involved
in the design, development, and production of test
boards for automotive semiconductor testing solutions.
Raking in investments worth RM30 million, this project

could potentially create employment opportunities for

up to 50 people.

Electrical products

The electrical products sub-sector had 23 projects
approved in total throughout 2018 with investments
worth RM1.4 billion, a slight increase of RM300
million from 2017. Of these, seven were new projects
(RM204.1 million), while the bulk of investments
(RM1.2 billion) went into 16 expansion/ diversification
projects. This sub-sector is mainly dominated by
FDI amounting to RM1.2 billion (84.3%), while
domestic investments totalled RM223.9 million
(15.7%). These projects are expected to generate

employment opportunities for 7,426 people.



Transport Equipment

The transport equipment industry comprises the
automotive, aerospace and rail sub-sectors. In 2018,
exports of transport equipment totalled RM31 billion,

an increase of 15.5 per cent.

A total of 59 projects were approved in the transport
equipmentindustry in 2018, with total capital investments
reaching RM1.9 billion. Domestic investments came to
almost two-thirds (63%) of total investments, or RM1.2
billion, while FDI totalled RM692 million (37%). The
approved projects are expected to generate 3,736

new jobs.

Of the total projects approved, 26 were new, with
investments worth RM1.6 billion or 85 per cent of the
total investments. Meanwhile, the remaining 33 were
expansion / diversification projects with investments
worth RM318 million.

Rail

The rail sub-sector subsumes activities in rail
design, manufacturing, and assembly, as well as
maintenance, repair, and overhaul (MRO). Over 30
players are involved in the design, manufacture,
and assembly of rail-related products in the country,
with more than 40 other local companies involved in
MRO activities. The respective rail operators, such
as Keretapi Tanah Melayu Berhad and Rapid Rail
Sdn. Bhd., conduct the bulk of their MRO activities
in-house. The Government is expected to invest more
than RM160 billion by 2030 to develop advanced rail
infrastructure and new passenger lines. The industry
currently employs 20,000 workers with a target of
68,000 employees by 2030.

Intensive  innovation in  disruptive
technologies have given rise to new
business models. Malaysia is part of the
revolution in automotive technology, with
several noteworthy local companies and
universities having initiated development
projects related to autonomous vehicles.

Automotive

Since the founding of Malaysia’s first automotive
manufacturer, PROTON Holdings Berhad (Proton) in
1983, the country has become a manufacturing hub

for large automotive component makers.

For investors planning to produce such critical
components/systems, MIDA provides incentives in the
form of Pioneer Status and Investment Tax Allowance

for a period ranging from five to 10 years.

In 2018, the Malaysian automotive sub-sector
produced 564,971 motor vehicles. This figure is further
broken down to 522,392 passenger vehicles and
42,579 commercial vehicles. A total of 454,971 motor
vehicles were sold, comprising 533,202 passenger

vehicles and 65,512 commercial vehicles.

The automotive industry saw a total of 47 approved
projects with investments worth RM1 billion. DDI
made up approximately two-thirds of all investments,
totalling RM682 million, with FDI being worth
RM354 million, or 35 per cent. The approved
projects are expected to result in jobs for 2,119
people. Of the total projects approved, there were
18 new projects worth RM796 million (77%), with
29 expansion/diversification projects that brought
in RM244 million (23%).

Wholly owned by Koito Manufacturing Co., Ltd Japan,
Koito Malaysia Sdn. Bhd.’s latest project will introduce
Koito’s latest LED headlamp technology to Malaysia.
This technology features world-leading brightness
and instantaneous switch-on. Its manufacturing plant
will cater primarily to local car manufacturers and
assemblers such as Perodua, Toyota, and Honda.
These LED headlamps have higher power efficiency
and longer life, and are being increasingly promoted as
eco-friendly lamps. The project will create employment

opportunities for 270 Malaysians.

The ongoing strategic partnership between Proton
and PRC-based Geely Holdings (Geely) is a win-win
partnership for both parties. The collaboration benefits
both parties in terms of achieving economies of scale,
better operational efficiency, reducing investment

costs, as well as expediting knowledge and technology

transfer. MIDA participated in Proton’s working visit
to Geely, China in July 2018 to explore potential
collaborations between Proton and Geely’s vendors in

terms of the development of Proton’s future models.

The future of the industry is full of both

opportunities and challenges. Potential

investors can expect Malaysia to be

right in the heat of it, capitalising on
these opportunities.

Advancements in connectivity and autonomous
technology trends have changed the way people
commute and travel. Meanwhile, intensive innovation
in disruptive technologies have given rise to new
business models. Malaysia is part of the revolution
in automotive technology, with several noteworthy
local companies and universities having initiated

development projects related to autonomous vehicles.

For example, local company REKA has been
researching autonomous car technologies since
September 2016. Universiti Teknologi Malaysia (UTM)
has been working on producing a fully-automated
vehicle since 2017. A prototype of this vehicle,
developed through the collaboration between UTM

and Moovita Pte. Ltd., was unveiled in January 2018.

The potential benefits of autonomous vehicles as
part of the transportation landscape are significant.
Achieving these benefits require the right
mix of ambition, planning, regulation testing, and
careful execution in a setting that involves multiple
stakeholders. MIDA continues to facilitate industry
stakeholders by providing platforms to discuss and
exchange ideas in this field and other new and

emerging areas.

One such effort was the Towards Autonomous
Technologies Conference held on 21 March 2018.
This conference was a collaboration between
MIDA, Collaborative Research in Engineering,
Science and Technology (CREST), and DRB-HICOM
University. Themed “Embracing Future Innovations”,

more than 150 participants ranging from industry
players, academia, and government agencies attended

the conference.

These disruptive technologies point forward to a
time when cars will allow both drivers and passengers
to use their travel time for personal activities. An
increasing reliance on software-based systems, e.g.
those found in autonomous vehicles, will require car
systems to be upgradable. Software in cars is used
in the delivery of a wide range of features and services,
including mobility services, advanced safety, GPS and
other location-based services, in-car entertainment,
and remote diagnostics/analytics. Hence, software
quality and security has become one of the most

important differentiating factors for industry players.

The local automotive sub-sector currently needs
more suppliers to manufacture automotive parts and
components in the scale required. The industry faces
numerous challenges, such as missing linkages and
components within the existing automotive ecosystem,
and a lack of readiness to pursue or consider new

business models.

Digitisation and new, potentially disruptive business
models continue to revolutionise the world. It is
expected that technology-driven trends such as
diverse mobility, autonomous driving, the move
towards electric vehicles, and connectivity will shape
the industry in 10 to 15 years’ time. The future of the
industry is full of both opportunities and challenges.
Potential investors can expect Malaysia to be right in

the heat of it, capitalising on these opportunities.

























































































































































