UOB Business Outlook Study 2024 #itUOB

(SMEs & Large Enterprises)

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.

The Business Outlook Study provides a comprehensive understanding of the current business sentiment, inflation impact and outlook
among businesses across various sectors in Malaysia.

By capturing robust insights around key themes such as Overseas Expansion, Supply Chain Management, Digitalisation, and Sustainability,
this study can help Malaysia businesses better understand the current environment they are operating in and plan for future opportunities
and challenges.

£: Malaysia

» wHAT I »WHO 22

E 15-minute online survey ) BL'JlT'inesses with revenue up to RM 900
Wl nilion
sﬂ Total of 525 interviews Covers both SMEs and Large Enterprises
EE across key industry verticals
A Data collection: Qo Owners/C-suite/Management level who are
= Late-December 2023 to mid-January 2024 @pVd involved with business decision making

Classification of businesses:
E Small Enterprises - annual turnover of

HH <RM 30m
il Medium Enterprises - annual turnover of
RM 30m to <900m

Industries Sample
Consumer Goods 68
Construction & Infrastructure 66
Manufacturing & Engineering 60
Community & Personal 60
Tech, Media & Telecom 59
Business Services 51
Professional Services 50
Real Estate & Hospitality 50
Industrials, Oil & Gas 31
Wholesale Trade 30

Total 525



UOB Business Outlook Study 2024

Overview

® Business sentiment

4

v Nearly 3 in 10 businesses in Malaysia say the
L‘Tw‘l current business environment is very positive.
\
Very positive —— 28%
Somewhat positive cn—————— 47%

Most positive sectors

42% 35%
() Tech, Media Business
W &Telecom Services

® Inflation and its impact

)

Over 8 in 1 O businesses in Malaysia say
they have been impacted by high inflation
in 2023.

| Ways to combat inflation

° ' Improving productivity to
a I achieve efficiencies.........ccoooiiiiiiiiii 43%
a Stronger price negotiations

4 with suppliers or vendors ................uuueiiiiiiiiiiiinnnn 42%
A Cost-cutting measures for
v COMPANY ACHVITIES ¢t 41%

®» Overseas expansion interest

Nearly 8 N 10 businesses in Malaysia are

interested in overseas expansion.

| Support measures for overseas expansion

. 44% 0, 41%
e Tax incentives or '-‘ Connections to industry

rebates peers and ecosystem
partners to learn from best
practices

Over1 N 5 businesses in Malaysia expect a

vastly improved business performance in 2024.

Vastly improving — 22%
Somewhat improving e—— 54%
Most improved sectors

29% 26%
(@) Tech, Media Professional
(/&) &Telecom e Services

Most affected sectors

88% 85%
_ﬁ_ Manufacturing érg{\g Community
‘5‘_} & Engineering &7 & Personal

| Areas affected by inflation

68% 56% 39%
Increase in cost Increase in cost Reduction in
of operations

of raw materials profit levels

Most impacted by increase in Most impacted by increase in
cost of operations cost of raw materials

81% 77%

_ﬁ_ Manufacturing _ﬁ_ Manufacturing
U & Engineering : U & Engineering

Most interested sectors ¢ Least interested sectors
90% 85% 73% 72%

Industrials, . Manufacturing ':i Construction Consurner
Oil & Gas U &Engineering & &Infrastructure &a Goods

I Key motivators for overseas expansion

38% @P
& Connections to large ‘ -4

corporate businesses that
are prospective anchor
clients my company can
supply to

cted a Business Outlook Study in Malaysia covering 525 business owners and key executives

35%
Advisory and consultation
services

Improve profitability Grow revenue

Build reputation as an
international business

ge Enterprises.
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®» Supply Chain Management (SCM) and its challenges

1 . . . . Most impacted sectors
Neorly1 IN 2 businesses in Malaysia claim P

. . . . 70% 53% 52%
current geopolitical tensions impacted their & Manufacturing 22 Wholesale Construction
supply chain. 3 &Engineering ] Trade &Infrastructure

I Challenges faced by businesses | Key trading needs among businesses

t) t) )
(o) [ [ o
%) 47% S) 39% Wy 33% 42%
.. .. . Export .
Rising supply costs Rising supply costs Challenges in TS Import Trade credit
due to high due to high interest procuring supplies or services insurance
inflation rates raw material

® Digital adoption

I Current state | Expected spending in 2024

Over 7 N 1 O businesses expect to spend

e
- . ) . i
A Nearly 4 N 5 businesses in Malaysia have C .
." . more on digitalisation in 2024, with most
} digitalised one or more departments.
(§

budgeting an increase of 10% to 25%.

Most digitalised sectors Higher spending sectors
87% 84% 87% 78%
oy q ) )
%, Manufacturing g 3 Real Estate Industrials, @ Business
U & Engineering & Hospitality Oil & Gas & Services

® Sustainability adoption

(

Over 4 N 5 businesses in Malaysia Higher adoption sectors
Y believe sustainability is important to their 53% 45% o 40%
. . . & i i C i
hd business. Yet, adoption level has remained g e DStk B8 el
L stagnant since 2022.
I Challenges faced by businesses I Support measures to drive sustainability adoption
G o 1, . t =1t Tax incentives Or rebates. ... ...oooiiiiiiiii @’
@ 32% Q T32% "vﬂ 30%
L v . . ,
Training programmes to reskill or upskill employees ...............
Increase in cost of our  Insufficient knowledge Lack of proper 7
products or services to identify and execute infrastructure for
to end customers the right initiatives for renewable energy
our company Provide options for sustainable financing.............................. a

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.
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Business Sentiment

® Business environment in 2023

® Business outlook for 2024

r
> Nearly 3 1N 10 businesses in Malaysia say the over 1 1N 5 businesses in Malaysia expect a
o1 current business environment is very positive. vastly improved business performance in 2024.
AN
Very positive — 28% Vastly improving — 22%
Somewhat positive cn—— 47% Somewhat improving c—— 54%
Most positive sectors Most positive regions Most improved sectors Most positive regions
42% 35% 41% 38% 29% 26% 29% 26%
() Tech, Media Business East South (@) Tech, Media Professional East East
% & Telecom Services Malaysia Q/&) & Telecom ({@}j Services Malaysia Coast
28% Business environment in 2023 / Over 1in 5 businesses continue to expect a vastly improved
27% has improved vs. 2022. //\\N performance in 2024, similar to that of previous year.
ﬁ\ Vastly improving, 2023 == == & 22%
[ @ 2022 ® 2023
Vastly improving, 2024 &= &= & 22%

®» Top factors that have impacted businesses in 2023

Rising operational cost, high inflation, and recovery from economic slowdown are the top three macro factors impacting businesses.

01 34% Eo 22%

High levels of Rising interest
inflation rates

07
B 39%

é’.o 22%

High manpower
(labour) costs

N
Mé 28%

Recovering from overall
economic slowdown

Rising operational
cost

® Business priorities for next 1-3 years

Rising operational cost and high inflation are

Reduce costs ................36%

leading to many businesses looking to reduce

8
s

oy
[$ 5
&

costs in the next 1-3 years.

o,
Source for new customer base eecccccccooee 30%

Digitalise the business to achieve Source for new customer base is a priority for 3 in

: S eee0ccc00000029%
business efficiencies

10 businesses in Malaysia.

Develop new sources of revenue eeccccoee 25%

Higher priority to reduce costs by : Higher priority to reduce costs by

sectors ¢ regions
Find new business partnerships 9 9 g 9 o
nessp o ee0oeee0e 24% e /\426 . P 44% 37%
for collaboration o Professional ggg Community North Central
¥ Services &7 gpersonal

®» How businesses plan to achieve their priorities

To achieve their business priorities, many businesses are looking to focus on improving customer service or experience, upgrade
equipment or facility and extend our range of products and/or services.

e®e 29%

ia

Focus on improving
customer service or
experience

@‘g Y

Diversify sales channels
to include online via
e-commerce
platforms

Upgrade equipment or
facility to improve
productivity

Extend our range of
products and/or
services

Seek export
opportunities

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.
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Inflation Impact & Mitigation

®» Extent of inflation impact

*

Rising operational cost ranks number1 among the key @
o macro factors affecting businesses in 2023.
Rising operational
cost

over 8 IN 10 pusinesses in Malaysia say they ha

been impacted by high inflation in 2023.

V_eM *
High manpower

Most impacted sectors Most impacted regions (labour) costs

®» Macro factors impacting business in 2023

High levels of Recovering from
inflation overall economic

slowdown
6

Rising interest
rates

88% 85% i87% 82%
ﬁ Manufacturing é‘g Community i South Central
U & Engineering &7 & personal :

.,

® How inflation has impacted businesses

. . Ny o
Increase in cost of operations e eeeeeeeeeececceccoe :.68/0

} . = High inflation has increased cost of operations
Increase in cost of raw materials ® e e e e esssessse :. 56%

for nearly 7 in 10 businesses.

=
eccccce =@ 39%

Reduction in profit levels

s
Increase in utility costs XXX :. 33%

increased due to inflation.

56‘7) Businesses say their cost of raw materials
o

AN

Nl
Increase in staff salaries eocee=@30%

Most affected sectors
The impact across sectors has not been uniform. More Manufacturing  Increase in cost of operations : Increase in cost of raw materials ¢ Reduction in profit levels
& Engineering businesses have seen an increase in their cost of 81% 77% 48%
operation and raw materials while more in the Tech, Media & Telecom :

Manufacturing Manufacturing ((A)) Tech, Media
sector have been impacted by reduction in profit levels. :

£ Pk
U & Engineering g U & Engineering &Telecom

® Ways to combat inflation

Businesses are balancing cost-cutting measures

Businesses are looking to leverage user-friendly

with productivity improvements to manage the . .
channels for customer interaction.

high inflation.

0.' Improving productivity to

] achieve effiCiencies. . ...o.oovoeeeeeeeeeeeeeeeeeeeeee 43% User friendly channels for customer interaction.............. 63%
L}
a Stronger price negotiations
4 with suppliers or vendors............ccooooiiiiiiii. 42%
Automation to ease customer service............................ 57%
Cost-cutting measures for
COMPANY ACHIVITIES ..ooviiiiii it 41%
Use of Al, chatbots etc. for real-time interaction. ... 46%

Increasing the selling price of
. OUF GOOAS OF SEIVICES.......voveiieeieeeeeeeeeeeeeeee e 37%

Digitalisation processes to
drive COSt SAVINGS ....vvviiiiiiiiiii i 32%

Hyper-personalised service and offers for customers...... 35%

® @ @ @\

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.
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Overseas Expansion

® Interest in overseas expansion

. . ] . Most interested sectors
Nearly 8 1N 10 businesses in Malaysia are

90% 85% 83%
interested in overseas expcmsion. Industrials, Koa Manufacturing 2 \Wholesale
Oil & Gas L} &Engineering |)ﬁ.1| Trade

» Key motivation for businesses to expand overseas

More businesses are now looking to expand overseas to take advantage of opportunities in other markets for their products and services.

63% 51% 33% 7% 26%

67% 2
62% 66% 56% 39% 21% 29%
o\
) O ) x4 o
‘Gf j.ll.l, - e ‘ = N

Improve Grow Build reputation as Leverage my Take advantage of Reduce business risk
profitability revenue an international company's regional or opportunities in other by diversifying into
business global network markets for my other markets
® 2022 0 2023 products and services

‘(“Aq

» Key markets on the radar for overseas expansion

ASEAN and Mainland China are the top two regions that businesses have expanded in
2023 and will continue to expand in the next 3 years.

> 7
1

- 26%
- 22%
Rest of North Asia - 24%
, - 18%
- 20% Taiwan
- 13%
Europe S 39%
- 35%
Mainland China
- 20%
0Oy
. 2;2? H- ‘ SARM/O Real Estate & Hospitality have ASEAN on its radar for future
N on on q a-rc . .
ASEAN ) A expansion. Within ASEAN, Indonesia and Singapore, the two

largest domestic markets, attract businesses the most.

@ Ventured in 2023 @ Planned in next 3 years

» Support measures for overseas expansion

&

» Barriers for overseas expansion

Businesses struggle with inadequate financial Financial support through funding or tax incentives

and non-financial support through connection with

support or funds when looking to expand overseas.
industry peers and ecosystem partners to learn from

best practices are expected to be most effective.

o' Nearly 4 in 1 O lacks knowledge or access to

v information about the new market.

Inadequate financial support or funds is by far the biggest
challenge for sectors such as Consumer Goods and Wholesale
Trade.

Inadequate financial support or
funds

Lack of knowledge or access to
information about the new market(s)

Lack of legal, regulatory, compliance
and tax support

Lack of opportunities to collaborate

Difficulty in finding the right partners
(suppliers and distributors) to work with

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and

v 44%
0 Tax incentives or

rebates

38%
ﬁ Connections to large

corporate businesses that
are prospective anchor
clients my company can
supply to

A 34%
W Access to business

analytics and insights
relevant to my industry

0,0 41%

‘ Connections to industry
peers and ecosystem
partners to learn from best
practices

N 35%

‘ ‘ Advisory and consultation
services

rge Enterprises.
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Supply Chain Management (SCM)

® Importance of SCM

(
BUS| i Malavsi dSCM Sectors where SCM is more important Differences by turnover
87% usinesses In Mialdaysia regar as 97% 90% 86% 90%
important. & Manufacturing Industrials, Small Medium
U & Engineering Oil & Gas M Enterprises m Enterprises
[§
®» Impact of geopolitical tensions on supply chain
Supply chain impacted in
2022 e 55% 2023 o 48%
Most impacted sectors Most impacted by region
7 . . . 70% 53% P 68% 48%
Neor|y1 in 2 Malaysia businesses claim o Manuc;actur‘mg A Who\isa\e : South el
&3 &Engineering =] Trade :

current geopolitical tensions impacted their

supply chain. But this sentiment has slightly

moderated compared to a year ago.

® Supply chain challenges faced

Rising supply costs due to inflation and high interest

Rising supply costs due to high inflation are especially

2l
=

\\

rates, is the top supply chain challenge faced by

i challenging for businesses in the Wholesale Trade sector.
businesses.

Rising supply costs due to high inflation

Rising supply costs due to high interest rates

Challenges in procuring supplies or raw materials ﬂ

=0"0™0

|nC|b|||ty to predict demand and match it to SUppI\/ ﬂ
=0"0™0

Disruptions to existing supply chains caused by m

geopolitical factors 'o'ojé'

®» Current practices in SCM

[0} Have more diverse sources of suppliers

Businesses are taking three key actions to manage supply T g e 32%
chain challenges - have more diverse source of suppliers, }
d b ) ' d = Adopt better inventory management
adopt better inventory MmN GG © (] e [ai U/t 31%
e-commerce platforms to source for raw materials or vendors.
-_-"@ Use e-commerce platforms to source
( W05 forraw materials or vendors ........oovoioeeieeeenn . 30%
Industrials, Oil & Gas and Manufacturing &
Engineering businesses are most active in having 88+ Digitalise supply chain management for -
diverse sources of suppliers from different 1."4' real-time information on inventory status.............. 28%
markets. : '
L -_-"@ Stock raw/input material o
05 Ghead Of tiMe ..o 28%

» Key trading needs among businesses

A

Export services, import services

48% 43% 42% 42% 38% 37%

Letter of Credit
or Banker's

27%

Export

and trade credit insurance are
services

Trade credit
insurance

Import
services

Invoice
financing

Advisory

services Guarantee Factoring the top three trading support

services sought by businesses.

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.
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Digitalisation

® Current state of digitalisation

r
L J
2
(ES
e
L
(
Most digitalised regions

Most digitalised sectors : .
: using are key reasons why 47%
87% 84% o 82% 82%

A

Nearly 41N 5 pusinesses in Malaysia have _ _
Concerns with cybersecurity,

Concerns with cybersecurity
digitalised one or more departments, 27% claiming i
s } lack of expertise among 49%

digitalisation has happened across the business. o }
employees, and digital solution

Lack of expertise among

being too costly to continue employees

2 Manufacturing Real Estate East South digitalisation efforts are less Diaital <oluti .
U & Engineering B0l & Hospitality Malaysia . Igital solution was too
successful for some businesses. el i Coniue LS
0y
. Success in s
While over T 1N 2 businesses in the region have seen 2022 2023 Lack of enthusiasm among
success from their digitalisation efforts, the number of employees
businesses that succeeded has declined from the :%: 42%
' 57% 55%
el h Existing platforms and

solutions were incompatible

31%

® Business functions digitalised

In future, businesses plan to prioritise digitalisation of functions like sales, marketing and expense management.

Currently digitalised Planned for future digitalisation

40%

Sales

Payroll

43%

Sales

Marketing
35%

Expense

monogement@
34%
Customer
Service

Digitalisation efforts will
37%

@Morketing

continue at a similar pace within

internal business functions but
are expected to expedite in
customer-facing functions.

Accounting
33% 30%
Inventory Inventory
Management Management

®» Expected spending on digitalisation in 2024

Over 7 N 1 O businesses expect to spend more
on digitalisation in 2024, with most budgeting an

increase of 10% to 25%.

Over1 in 2 businesses believe that banks and
Fls can provide them with insights support in their
digitalisation journey and save time & effort in
implementation.

Higher spending sectors
87% 78%

Industrials,

Oil & Gas &Telecom

(( )) Tech, Media

Differences by turnover
71% 76%

Small Medium
M Enterprises Enterprises

Provide insights support to businesses in their

digital journey.........ococoiii

Saves time and effort in implementation..............ccooii

L]
r . ,
A facilitator between businesses and government....................
0 T IN 2 businesses feel banks and Fis can be a
facilitator between businesses and government. Provide referral to third parties to help in the
IMPIEMENTATION. .o\ttt 46%
.

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.
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® Current state of sustainability

83% of businesses consider sustainability important. However, Higher implementation sectors ¢ Higherimplementation regions
only 39% of businesses have implemented sustainable practices 53% 45% P43% 43%
in 2023 ﬁ Manufacturing Industrials, Central East

: u & Engineering Oil & Gas : Malaysia

® Top barriers to sustainability
Increase in cost of products or services, insufficient knowledge to identify and execute the initiatives and lack of proper

infrastructure are key obstacles in sustainability implementation in Malaysia.

Increase in cost of our products or services to &
0000000000000 000032%

e QUSTETIETS Most concerned about increasing cost
by sectors
Insuff|C|er1t. knqwledge to identify and execute 0000000000000000032% 45% 42%
the right initiatives for our company Industrials, £ Manufacturing
Oil & Gas U & Engineering
Lack of proper infrastructure for renewable ee000000000000030%
Sy Most concerned about increasing cost
o ) by regions
Possible impact to revenues in the short term 0000000000000 30% e
34% 34%
o Central East
Lack of awareness within the company 0000000000000 00 30% Coast

®» Ways to encourage sustainable practices » Sustainability practices prioritised

Businesses can be encouraged to adopt Sustainable practices leading to employee welfare, and efficient
use of resources are prioritised for implementation.

sustainable practices as a means of improving their

business reputation, helping attracts investors and

e ® o
... O,
helping ease their work with MNCs. —r Ensure employee welfare ............cccoooovviiiiiiiiiiiiiieee, 39%
“ More efficient use of reSOUICeS.................coovoooee 39%
Helps attract 9) Use energy-efficient equipment and
Improved investors EECHNOIOGIES ... e 38%
reputation and
better branding of «®
the company Easier to work with q@p® Cive backto the community.............ooooiiiiiiiiiiiiiii, 33%
MNCs which are
increasingly C ] Procure from businesses with
establishing their O SUStaiNAble PraCtiCeS. ... ...oiviviiiieee e 32%
sustainability goals
Helps my business fit better Higher prioritisation of ensuring : Higher prioritisation of efficient use of
into the ecosystem employee welfare : resources by sectors
Enables talent retention 52% & 45% . 50% o 45%
. %= Real Estate Business ¢ L, Manufacturing Construction
and attraction & Hospitality Services U & Engineering D & Infrastructure

» Support measures to drive sustainability adoption

Financial measures such as tax incentives and options

for sustainable financing are the key to drive greater

adoption. Businesses can also benefit from training - )
................. Training programmes to reskill or
programmes to reskill or upskill employees and by upskill employees 0

providing options for sustainability financing.
Provide options for sustainable
financing ’

A sectorial approach can also be adopted to offer

relevant support measures to sectors that are in more
need for it. For example, Manufacturing & Engineering Easier access to funding or grants -« ’

sector seek more tax incentives and training

rogrammes to reskill or upskill employees. ) ) '
- & -’ Advisory and consultation services ................. ’

@ 2022 ® 2023

UOB conducted a Business Outlook Study in Malaysia covering 525 business owners and key executives from SMEs and Large Enterprises.






