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RAM Ratings: 2017 signals "“delicate recovery” with 4.5% GDP
growth

RAM Ratings expects economic growth momentum to stabilise in 2017, on the back
of resilient domestic demand and improving prospects for external demand, as
indicated by the strengthening of the US economy and China’s steadfast structural
rebalancing. That said, the prevailing uncertainties vis-a-vis the commencement of
BREXIT negotiations and the impact that this may have on European businesses, the
US’s trade strategy under a new administration and the lingering uncertainties over
global oil prices will still pose crucial downside risks to our forecasts for next year.
RAM projects GDP growth to come in at 4.5% in 2017, slightly better than our
expectation of 4.2% for 2016.

The marginal improvement in Malaysia’s expected growth trajectory remains
supported by resilient domestic demand. That said, broad-based recovery in business
and consumer sentiment is not widely envisaged next year, with sales of durable
goods yet to show any sustained momentum and the lack of any impetus for
businesses to expand their production capacity. Nonetheless, private consumption
should still be buoyed by demand for basic necessities and a normalisation of labour
market conditions; growth in this area is projected to reach 6.0% in 2017. On the
other hand, private investment growth will remain supported by big-ticket
infrastructure projects and is anticipated to clock in at 5.5% next year, despite
lacklustre capacity-building activities.

Given the expectation of stabilising growth momentum, elevated inflationary
pressures and the continued volatility of the USD/RM exchange rate, we opine that
Bank Negara Malaysia will hold the overnight policy rate steady at 3.00%, barring
any significant downside risks arising from deteriorating external conditions.
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The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not
comment on the security’s market price or its suitability for a particular investor, nor does it involve any
audit by RAM Ratings. The credit rating also does not reflect the legality and enforceability of financial
obligations.

RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities
or the rated entity, and sometimes third parties participating in marketing the securities, insurers,
guarantors, other obligors, underwriters, etc. The receipt of this compensation has no influence on RAM
Ratings’ credit opinions or other analytical processes. In all instances, RAM Ratings is committed to
preserving the objectivity, integrity and independence of its ratings. Rating fees are communicated to
clients prior to the issuance of rating opinions. While RAM Ratings reserves the right to disseminate the
ratings, it receives no payment for doing so, except for subscriptions to its publications.

Similarly, the disclaimers above also apply to RAM Ratings’ credit-related analyses and commentaries,
where relevant.
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