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The global economic upswing that started in 2017 is
expected to continue into 2018. It is projected to
grow at a steady pace of 3% per annum from 2017 to
2019. Looking towards 2018, the risk inherent from
monetary tightening should be cautioned; in which
central banks such as the US Federal Reserve,
European Central Bank, and Bank of China are
gradually moving away from easy monetary policies.

The Malaysian economy expanded robustly at 6.2% in the 3rd quarter of 2017, while unemployment rate remained unchanged
at 3.4% in September. Moving forward, the local economy is expected to remain resilient in 2018 with a projected growth
rate of between 5.0 and 5.5%; supported by strong domestic demand and continuous surge in exports. Further boost is
expected from the construction of mega-infrastructure projects such as MRT2, Tun Razak Exchange, Bandar Malaysia, East
Coast Rail Link (ECRL), and High Speed Rail (HSR).

The Ringgit is likely to continue its strength in 2018 due to the stabilizing of cruel oil price at above USD 50/barrel. On the
other hand, rising cruel oil price could benefit the Federal Government in terms of revenue which would help in achieving the
fiscal deficit target and expand government spending. Due to favourable economic conditions, there is a high probability that
Bank Negara Malaysia would hike the overnight policy rate (OPR) by 25 basis points in first quarter of 2018.

Despite the improvement in economic growth, there are associated risks pending from the 14th General Election, rising
household debt, and increasing cost of living which could have a negative impact on the economic growth in 2018. A collapse
of the property market is unlikely at this time, given the strong economic growth, low unemployment rate, and moderately
strong wage growth. However, the hike of interest rate would increase the cost of borrowing which could further deteriorate
the condition of household debt.

Despite the ambiguous risk of monetary tightening, growth prospect
remains bright for 2018. Advanced and emerging economies both
recorded encouraging broad-based growth. The latter economies such
as China and India are growing at a faster pace than their advanced
counterparts. While some of the notable risks such as geopolitical
tension in North Korea and conflicts in Middle East, uncertain outcome
of the Brexit negotiation, and potential changes of the US Fiscal Policy
could affect the global economic growth in 2018.


