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Dear Sirs/Madam
Independent Assessment of the Electronics Manufacturing Services Industry in Malaysia
We are an independent business consulting and market research company in Malaysia. We commenced
our business in 1993 and, among others, our services include the development of business plans
incorporating financial assessments, information memorandums, commercial due diligence, feasibility and
financial viability studies, and market and industry studies. We have been involved in corporate exercises
since 1996, including initial public offerings and reverse takeovers for public listed companies on Bursa
Malaysia Securities Berhad (Bursa Securities), acting as independent business and market research
consultants.
We have been engaged to provide an independent industry assessment on the above for inclusion in the
prospectus of Cape EMS Berhad concerning its proposed listing on the Main Market of Bursa Securities.
We have prepared this report independently and objectively and had taken all reasonable consideration and
care to ensure the accuracy and completeness of the report. It is our opinion that the report represents a
true and fair assessment of the industry within the limitations of, among others, availability of up-to-date
information, secondary information and primary market research. Our assessment is for the overall industry
and may not necessarily reflect the individual performance of any company. We do not take any
responsibility for the decisions or actions of readers of this document. This report should not be taken as a
recommendation to buy or not to buy the securities of any company.
Our report may include assessments, opinions and forward-looking statements, which are subject to
uncertainties and contingencies. Note that such statements are made based on, among others, secondary
information and primary market research, and after careful analysis of data and information, the industry is
subject to various known and unforeseen forces, actions and inactions that may render some of these
statements to differ materially from actual events and future results.
Yours sincerely

Wooi Tan
Managing Director
Wooi Tan has a degree in Bachelor of Science from The University of New South Wales, Australia and a
degree in Master of Business Administration from The New South Wales Institute of Technology (now
known as University of Technology, Sydney), Australia. He is a Fellow of the Australian Marketing Institute
and Institute of Managers and Leaders. He has more than 20 years of experience in business consulting
and market research, as well as assisting companies in their initial public offerings and listing on Bursa
Securities.
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INDEPENDENT ASSESSMENT OF THE ELECTRONICS MANUFACTURING SERVICES
INDUSTRY IN MALAYSIA
1.

2.

INTRODUCTION
•

Cape EMS Berhad and its group of companies (Cape Group) are mainly involved in the provision
of electronics manufacturing services (EMS) for industrial and consumer electronics. As electronic
products are also a part of electrical products, this report will cover the electrical and electronics
(E&E) industry in Malaysia. The E&E industry is predominantly export-oriented and as such, this
report will focus on Malaysia and provide some coverage of the global market. The focus of this
report will be on the EMS of consumer and industrial electronics, excluding semiconductor
components.

•

Electrical products generate, store, distribute and use electrical power such as lighting and electrical
household appliances. Electronic products incorporate semiconductor components including
transistors and integrated circuits to control the flow of electrons to perform various tasks or
operations. Some examples of electronic products include computers, mobile phones and
television. Electronic components are embedded in most E&E devices that use electricity such as
consumer electronics, industrial electronics and electrical appliances.

ELECTRONICS MANUFACTURING SERVICES INDUSTRY
•

The EMS industry can be broadly categorised into three product focus:
- electronic components comprising semiconductor components such as wafers, dies, discrete
semiconductor components, integrated circuit packages and multicomponent integrated
circuits;
- consumer electronics including, among others, smartphones, laptops, tablets, personal
computers, wearables and household appliances; and
- industrial electronics including, among others, robotics, automation, machinery and
equipment, industrial communications, instrumentation, control devices, medical devices and
equipment, and avionics. Industrial products also cover the government sector.

•

The EMS of consumer and industrial electronics include operators that manufacture only electronic
parts such as printed circuit board assembly (PCBA) and subassemblies of modules, box build
assembly, and end-to-end EMS incorporating procurement and/or manufacture of electronic parts
and subassemblies, and box build assembly. Cape Group provides end-to-end EMS for box build
consumer and industrial electronic products.

•

The categorisation of EMS providers into consumer or industrial electronics is important as EMS
providers focusing on consumer products commonly have a high-volume business model
compared to industrial products. In addition, consumer products have more frequent product
updates or obsolescence. As such the business model of a consumer EMS provider is different
from one that focuses on industrial products. Many EMS providers focus on either consumer or
industrial products. Cape Group is involved in both industrial and consumer products.

•

Malaysia is one of the major hubs for EMS where some multinational EMS companies, alongside
domestic companies, have established manufacturing facilities in the country. There are two main
parties within the EMS industry, one party is the product and/or brand owner (the customer), and
the other party is the manufacturer of the electronic parts or products, referred to as the EMS
provider (the outsourcing or contract manufacturing company), for the product and/or brand owner.
Cape Group is a contract manufacturing company for product and/or brand owners.

•

EMS providers play an increasingly important role as strategic partners to product and/or brand
owners by providing a range of services which commonly includes PCBA design, prototyping,
procurement of electronic components and other parts, PCBA manufacturing, subassembly, final

Electronics Manufacturing Services Industry
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product assembly and various in-process and final inspection and testing. EMS providers may be
contracted at various points in the manufacturing process, depending on their specialisation. This
strategic partnership between product and/or brand owners and EMS providers is a common global
model for the manufacturing of E&E products.
3.

Real GDP

MALAYSIA’S ECONOMY
•

Gross Domestic Product (GDP) measures
the gross value added in the output of goods
and services in a country or sector during a
specified period. It indicates the overall size
of the country's economy or the sector. GDP
growth is commonly measured by comparing
a particular year or quarter’s GDP with the
preceding year or quarter.

•

Real GDP is a method of measuring GDP
that takes into account the effect of changes CAGR = compound annual growth rate (Sources:
in the prices of goods and services over time, Department of Statistics Malaysia (DOSM))
that is, to take into the effects of inflation or deflation. In general, real GDP provides a more
meaningful measure of “real” changes in output over time, as any changes from period to period
are due to changes in the quantity of goods and services produced, rather than changes in their
prices. In the context of this report, all GDP figures are nominal GDP, unless specified otherwise.

•

Between 2019 and 2021, the real GDP of Malaysia’s economy declined while the real GDP of the
manufacturing sector and the E&E industry experienced growth. In 2021, the real GDP of
Malaysia’s economy, the manufacturing sector and the E&E industry grew by 3.1%, 9.5% and
14.6% respectively. The real GDP growth in the E&E industry was supported by the continued
global technology upcycle and robust external demand for semiconductors.

•

In 2021, the E&E industry is the largest segment within the manufacturing sector in Malaysia, where
the GDP of E&E industry amounted to RM101.4 billion, which accounted for 28.0% of the GDP of
Malaysia’s manufacturing sector (Source: DOSM).

•

In the first quarter (Q1) of 2022, the real GDP of Malaysia’s economy, the manufacturing sector and
the E&E industry grew by 5.0%, 6.6% and 15.4% respectively. Overall, in 2022, the real GDP of the
Malaysian economy is forecasted to grow between 5.3% and 6.3%, underpinned by continued
expansion in external demand, full upliftment of containment measures, reopening of international
borders, and a further improvement in the labour market conditions (Source: Bank Negara Malaysia
(BNM)).

4.

SUPPLY AND DEMAND

4.1

Global E&E products

Global exports and imports of E&E products

•

Malaysia’s E&E industry is export-oriented.
The following provides some indication of
global trends in terms of exports and
imports.

•

The exports of E&E products from a global
perspective recorded a CAGR of 5.4%
between 2016 and 2020. Between 2018 and
2020, the global exports of E&E products
grew at a lower CAGR of 0.3% due to the
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COVID-19 pandemic. In 2020, the top three largest exporting countries for E&E products were
China, Hong Kong and the US.
Global imports of E&E products, 2020

Global exports of E&E products, 2020

Note: Latest available data * Others include countries
with exports of E&E products of less than 4.0%
(Source: Vital Factor analysis)

4.2

Note: Latest available data * Others include countries
with imports of E&E products of less than 3.5%
(Source: Vital Factor analysis)

•

The global sales of semiconductors grew by 6.8% to reach USD440.4 billion in 2020, mainly driven
by sensors and integrated circuit products, particularly logic and memory products. In 2021, the
global sales of semiconductors further grew by 26.2% to reach USD555.9 billion, mainly driven by
significant growth across all major product categories, particularly integrated circuit products,
sensors and discrete semiconductors. (Source: Vital Factor analysis)

•

For the financial year ended (FYE) 31 December 2021, the US was one of the major revenue
contributors of Cape Group. This is followed by an increasing contribution from export sales to
Singapore.
Global exports and imports of communication equipment

Global exports and imports of communication
equipment
•

Cape Group provides EMS for wireless
communications equipment for the US and
UK customers.

•

Communication equipment includes wired
and wireless equipment for the transmission
and reception of voice, images and other
data.
Global exports of communication equipment, 2020

Note: Latest available data * Others include countries
with of less than 4.0% (Source: Vital Factor analysis)
Electronics Manufacturing Services Industry
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•

4.3

The global exports of communication equipment recorded a CAGR of 6.0% between 2016 and
2020. Between 2018 and 2020, the global export of communication equipment increased at a
CAGR of 2.9% mainly attributed to the increase in the demand for communication equipment during
the COVID-19 pandemic. In 2020, the global export of communication equipment grew by 5.1%
from USD164.8 billion in 2019 to USD173.3 billion in 2020. In 2020, the top three largest exporting
countries for communication equipment were China, the US and Netherlands.

Global exports and imports of vacuum cleaners
•

Cape Group provides EMS for household
appliances including vacuum cleaners.

•

The exports of vacuum cleaners from a
global perspective recorded a CAGR of
13.9% between 2016 and 2020. In 2020,
the global export of vacuum cleaners grew
by 19.0% from USD12.1 billion in 2019 to
USD14.4 billion in 2020. In 2020, the top
three largest exporting countries for
vacuum cleaners were China, Germany
and Malaysia.
Global exports of vacuum cleaners, 2020

Note: Latest available data * Others include countries
with exports of vacuum cleaners of less than 2.0%
(Source: Vital Factor analysis)

4.4

Global exports and imports of vacuum cleaners

Note: Latest available data (Source: Vital Factor analysis)

Global imports of vacuum cleaners, 2020

Note: Latest available data * Others include countries
with imports of vacuum cleaners of less than 4.0%
(Source: Vital Factor analysis)

Malaysia’s exports of E&E products
•

Malaysia’s exports of E&E products amounted to RM455.7 billion in 2021. The E&E industry
continues to be Malaysia’s major export earner which accounted for 36.8% of the total value of
gross exports in 2021. In 2021, the value of gross exports of E&E products increased by 18.0%
compared to the previous year, mainly as a result of robust demand for semiconductors due to
increased remote working and learning as well as business digitalisation (Source: Minister of
International Trade and Industry).

•

Between 2019 and 2021, Malaysia’s exports of E&E products increased at a CAGR of 10.5%. In
2021, the four largest export destinations of Malaysia’s E&E products were Singapore, the US,
Hong Kong and China, which collectively accounted for 60.9% of the total exports of E&E products.

•

Between 2019 and 2021, exports of E&E products to Singapore and the US increased at a CAGR
of 19.2% and 14.1% respectively. In 2021, the exports of E&E products to Singapore increased by
23.0% and remained the largest export destination for Malaysia’s E&E products. Singapore is a
major global hub for semiconductor and electronics manufacturing services as well as the supply
chain for products ranging from storage and memory products to microelectromechanical systems.
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207
181

Page 4 of 10

Registration
RegistrationNo.:
No.:199901026859
199901026859(501759-M)
(501759-M)
8.

INDUSTRY OVERVIEW (Cont’d)

Malaysia’s export destinations of E&E products, 2021

Malaysia’s exports of E&E products

* Others include countries with exports of E&E
products of less than 5.0% (Source: DOSM)

(Source: DOSM)

•

4.5

In 2022, the global demand for E&E products is projected to be strong amid the drive for
digitalisation and automation (Source: BNM). In Q1 2022, Malaysia’s exports of E&E products grew
by 27.3% compared to Q1 2021, amounting to RM137.4 million.

Manufacturing of electronic products in Malaysia
•

Cape Group provides EMS for box build industrial and consumer products. Therefore, the following
section examines the performance of the relevant sectors in Malaysia.

•

In
2021,
Malaysia’s
domestically
manufactured electronic equipment mainly
comprises computers and peripheral
equipment,
consumer
electronics,
communication equipment and measuring,
testing, navigating and control equipment
which accounted for 37.9%, 31.3%, 11.7%
and 11.4% respectively of total sales value.

•

In 2021, the sales value of manufactured
electronic equipment grew by 4.4%
amounting to RM123.4 billion, mainly due to
the high demand and the acceleration of
digitalisation. Cape Group provides EMS for (Source: DOSM)
communication equipment and consumer electronics.
Sales value of manufacture of
communication equipment

Sales value of manufacture of electronic equipment

Sales value of manufacture of
consumer electronics

(Source: DOSM)
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•

Between 2019 and 2021, the sales value of manufactured communication equipment and
consumer electronics declined at an average annual rate of 9.0% and 1.5% respectively, while in
2021 they recorded -15.5% and 8.3% respectively.

•

The performance of consumer products is
also represented by the sales value of the
manufacture of household appliances.
Between 2019 and 2021, the sales value of
the manufacture of household appliances
grew at a CAGR of 0.3%. In 2021, the sales
value of manufactured household appliances
grew by 9.5%.

•

The growth in the demand for consumer
electronics and household appliances in 2021
is mainly due to the change in consumer
lifestyle resulting from remote working and
home-schooling. In Q1 2022, the sales value (Source: DOSM)
of manufactured electronic equipment, communication equipment, consumer electronics and
household appliances recorded 8.1%, -12.4%, 14.5% and 7.6% growth/decline respectively
compared to Q1 2021.

•

Cape Group is also involved in the manufacturing of electronic cigarettes (e-cigarettes), which is a
consumer electronic product. An e-cigarette is a battery-operated device which vaporises liquids
into an inhalable aerosol.

•

A typical e-cigarette device contains three components:
- a device, the main body of the e-cigarette with a battery, used to inhale an aerosol;
- a pod, also known as a tank or cartridge, used to contain the liquid nicotine which forms part of
the e-cigarette device or can be attached to the device. These pods are available in pre-filled
or it may be refillable pods; and
- liquids, also known as e-liquid, vape liquid or vape juice, which contain propylene glycol or
vegetable glycerine with the addition of either flavourings or nicotine, or both.

•

Cape Group’s e-cigarettes are exported to the US. E-cigarettes are a potential replacement for
tobacco products. In 2020, the number of people aged 12 or older in the US who used tobacco
products at least once was 64.4 million. In the same year, the number of people in the US who used
nicotine vaping at least once was 17.9 million, accounting for 5.4% of the total population in the US.
Between 2015 and 2018, e-cigarette sales in the US grew at a CAGR of 88.8% amounting to
USD2.0 billion in 2018, of which cartridge system products, disposable products and open system
products accounted for 96.3%, 3.7% and 0.1% respectively (Source: Vital Factor analysis).
Number of tobacco product users in the US

Sales value of manufacture of household appliances

E-cigarette sales in the US

Note: Latest available data (Source: Vital Factor analysis)
Electronics Manufacturing Services Industry
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5.

6.

GLOBAL ALUMINIUM PRICES
•

Cape Group manufactures aluminium die-cast parts for its EMS as well as sales to external
customers. As aluminium is a global commodity, global prices of aluminium would have an impact
on Cape Group.

•

Between January 2018 and March 2020, the
global average aluminium prices were stable
and have been fluctuating around
USD1,936/tonne until they dipped to a
monthly low of USD1,460/tonne in April
2020.

•

Subsequently, the global average aluminium
prices kept rising to USD2,934/tonne in
October 2021 due to strong demand for
aluminium products in the automotive
industry and global supply chain disruption,
coupled with increased prices of energy
resources. The global supply chain was (Source: Vital Factor analysis)
disrupted due to containment measures
amidst the COVID-19 pandemic and China’s decarbonisation policies that limit aluminium
production which uses coal extensively. Aluminium prices declined to USD2,636/tonne in
November 2021, then back to an increasing trend and recorded USD3,498/tonne in March 2022.
The price remained high in 2022 due to the further supply tightness arising from the Russia-Ukraine
conflict and sanctions imposed on Russia. In May 2022, the global average aluminium prices
declined to USD2,830/tonne.

Monthly global average aluminium prices

SEA FREIGHT RATES
•

Cape Group exports a large proportion of its products to foreign countries, especially the US. Some
of its box build products are bulky items such as vacuum cleaners where sea freight rate may impact
the overall product cost for its customers in the US.

•

The global economic growth is expected to moderate from 6.1% in 2021 to 3.6% in 2022, mainly
due to the Russia-Ukraine conflict, frequent and wider-ranging lockdowns in China that could
potentially add to the global supply chain disruptions, as well as the persistent price pressures that
lead to a tightening of monetary policy in many countries (Source: Vital Factor analysis).

•

The global supply chain disruption prompted
by the COVID-19 pandemic, combined with
the US-China trade war led to higher sea
freight rates, which in turn led to higher input
prices for global traders since July 2020. The
sea freight rate generally kept increasing
from USD2,032/forty-foot equivalent unit
(FEU) on 2 July 2020 to USD10,377/FEU on
23 September 2021, which recorded a
growth of 410.7%. Following the gradual
relaxing of containment measures in various
countries, the rate declined by 26.3% to
USD7,648/FEU on 2 June 2022 despite
uncertainties remaining high due to the
Russia-Ukraine conflict and the inflationary
pressures.

Electronics Manufacturing Services Industry

210
181

Sea freight rate, by week

(Source: Vital Factor analysis)

Page 7 of 10

Registration
RegistrationNo.:
No.:199901026859
199901026859(501759-M)
(501759-M)
8.

INDUSTRY OVERVIEW (Cont’d)

7.

COMPETITIVE ANALYSES

7.1

Operators in the Industry
•

The EMS industry in Malaysia is diversified where EMS companies produce a wide range of
products from electronic components, modules, devices and up to systems and box build products
across various industries. These companies in the industry range from local small and mediumsized enterprises to large-scale local corporations and foreign multinational corporations.

•

There are no published data on the number of companies providing EMS in Malaysia. The following
table is a list of some of the EMS providers in Malaysia, listed in descending order of revenue within
their respective categories:
Main
Product Seg

Operators in the industry

Cons

Ind

FYE(1)

Grp/Co.
Seg
Grp/Co. Grp/Co. Grp/Co. Grp/Co.
Revenue Revenue
GP
GP
NP/(NL) NP/(NL)
(RM mil)(2) (RM mil) (RM mil)(2) Margin (RM mil)(2) Margin

Public listed companies on Bursa Securities and Cape Group
ATA IMS Bhd (MM) (3)

√

Mar-21

4,221.8

n.s.

305.4

7.2%

150.3

3.6%

V.S. Industry Bhd (MM) (4)

√

Jul-21

4,002.3

n.s.

527.2

13.2%

241.6

6.0%

SKP Resources Bhd (MM)

√

Mar-21

2,251.2

2,220.5

267.1

11.9%

133.2

5.9%

EG Industries Bhd (MM)

√

√

Jun-21

1,055.5

1,055.2

43.3

4.1%

14.0

1.3%

P.I.E. Industrial Bhd (MM)

√

√

Dec-21

1,025.2

1,025.2

79.1

7.7%

60.3

5.9%

√

Jan-22

367.4

367.3

40.7

11.1%

22.0

6.0%

√

Dec-21

344.3

320.2

41.9

12.2%

26.3

7.6%

√

Dec-21

296.6

165.0

55.4

18.7%

34.2

11.5%

Jun-21

223.0

223.0

n.a.

n.a.

(9.7)

(4.4%)

Aurelius Technologies Bhd (MM)
√

Cape Group
JHM Consolidation Bhd (MM)

√

Salutica Bhd (MM)
Luster Industries Bhd (MM)

√

√

Dec-21

151.8

123.8

22.7

14.9%

8.7

5.7%

K-One Technology Bhd (AM)

√

√

Dec-21

125.5

74.3

15.2

12.1%

(2.7)

(2.2%)

Subsidiaries of foreign multinational companies
√

Jabil Circuit S/B (5)
Plexus Manufacturing S/B

(6)

Flextronics Technology (Penang) S/B (7)
Sanmina-SCI Systems (M) S/B

(8)

Venture Electronics Services (M) S/B (9)
GES Manufacturing Services (M) S/B
Benchmark Electronics (M) S/B (10)

(9)

√

√

Aug-21 10,424.7

10,402.9

750.4

7.2%

228.5

2.2%

√

Sep-21

6,212.0

6,212.0

872.4

14.0%

692.2

11.1%

√

Mar-21

4,730.6

4,730.6

205.5

4.3%

168.1

3.6%

√

Oct-21

2,634.5

2,634.5

n.a.

n.a.

71.9

2.7%

√

Dec-20

1,431.0

1,431.0

n.a.

n.a.

54.0

3.8%

√

√

Dec-20

1,224.8

1,224.8

n.a.

n.a.

46.5

3.8%

√

√

Dec-20

846.3

846.3

128.1

15.1%

95.6

11.3%

√

Dec-20

675.8

675.8

19.5

2.9%

(11.7)

(1.7%)

Celestica Malaysia S/B (11)

FYE = financial year ended; Seg = Segment; Cons = Consumer; Ind = Industrial; Grp/Co. = Group/Company; mil = million; Seg
Revenue = mainly revenue from provision of EMS and related services; GP = Gross Profit; NP = Net Profit; NL = Net Loss; Bhd
= Berhad; MM = Main Market; AM = ACE Market; S/B = Sdn Bhd; M = Malaysia; n.s. = no segmentation; n.a. = not available.
(1) Latest available financial information. Audited figures from annual reports of respective listed companies, Companies
Commission of Malaysia and Cape Group.
(2) May include revenue, GP and NP/NL derived from other business activities.
(3) Mainly involved in manufacturing and sales of precision plastic injection of moulded parts, secondary process, sub assembly,
and full assembly of the finished products to the electronic industry.
(4) Mainly involved in investment holding, and the manufacturing, assembling and sale of E&E products, and plastic moulded
components and parts.
(5) A subsidiary of Jabil Inc., a listed entity on the New York Stock Exchange.
(6) A subsidiary of Plexus Corp., a listed entity on the NASDAQ Stock Exchange.
(7) A subsidiary of Flex Ltd., a listed entity on the NASDAQ Stock Exchange.
(8) A subsidiary of Sanmina Corporation, a listed entity on the NASDAQ Stock Exchange.
(9) A subsidiary of Venture Corporation Limited, a listed entity on the Singapore Stock Exchange.
Electronics Manufacturing Services Industry
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(10) A subsidiary of Benchmark Electronics Inc., a listed entity on the New York Stock Exchange.
(11) A subsidiary of Celestica Inc., a listed entity on the Toronto Stock Exchange and the New York Stock Exchange.

•

7.2

Apart from Cape Group, the list of companies above was selected based on the following criteria:
(a) provider of EMS and have manufacturing facilities in Malaysia;
(b) public companies listed on Bursa Securities, or subsidiaries of public companies listed on
foreign exchanges and operating in Malaysia; and
(c) revenue of at least RM100 million for their latest financial year.

Market size and share
2021
Market size in
Malaysia (a)

Cape Group’s
revenue (b) (1)

Market share of Cape
Group (c)

Electronic equipment

RM123.4 billion (2)

RM306.3 million

Less than 1%

Industrial electronics

RM84.8 billion (3)

RM214.7 million

Less than 1%

Consumer electronics

RM38.6 billion

RM91.6 million

Less than 1%

RM49.3 million

Less than 1%

Manufacturing

Household appliances

(4)

RM11.0 billion

Source: (a) DOSM; (b) Cape Group; (c) Vital Factor analysis
(1) Based on Cape Group’s total revenue and revenues from various categories for FYE 31 December 2021.
(2) The market size was based on the sales value of manufactured computer, electronic and optical products.
(3) Industrial electronic equipment is a subsector of electronic equipment.
(4) Consumer electronic equipment is a subsector of electronic equipment.

There was no up-to-date publicly available data on the market size for e-cigarettes in the United States,
therefore it is not possible to derive market share.
8.

BARRIERS TO ENTRY
•

9.

The barriers to entry for the EMS industry are medium to high. This is predicated by the need for
a track record to cater to market requirements as EMS providers normally serve large customers
that would impose stringent requirements such as product quality, adequate manufacturing
capacity and ability to provide fast turnaround of work orders. In some situations, there is a need to
invest in machinery and equipment such as those required for PCBA or automated production line.
Additionally, EMS providers require sufficient working capital to purchase input materials before
invoicing customers for the finished products. Nevertheless, these factors are moderated by the
absence of import or export tariffs, and no onerous licences, regulations or restrictions governing
the entry of new players. In addition, most input materials used in EMS are widely available.

INDUSTRY CONSIDERATION FACTORS
•

The global shortage of semiconductors has affected the E&E industry, which ultimately affects the
operators within the EMS industry. The shortage of semiconductors started approximately in the
second quarter (Q2) of 2020 and continued into the first quarter (Q1) of 2022, where the demand
exceeded the supply of semiconductors. The shortage of semiconductors was initially due to the
drop in semiconductor production as demand from automakers was low amidst the COVID-19
pandemic. The supply of semiconductors is further interrupted by natural disasters and international
conflicts including the US-China trade war and the Russia-Ukraine conflict.

•

Between Q2 2020 and Q1 2022, the increased demand for semiconductors was due to the mass
production of electric vehicles, as well as the rising use of electronic products caused by the
increased need for equipment and devices to facilitate, among others, remote healthcare, work-
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from-home and virtual learning and meetings during the COVID-19 pandemic. The sales of global
semiconductors grew by 6.8% and 26.2% in 2020 and 2021 respectively.
•

The projected global growth of the semiconductor and electronics markets in the near term will drive
demand for electronics manufacturing services that will provide market opportunities for operators
including EMS providers in Malaysia. This is substantiated by Malaysia’s E&E industry which
continued to be the key contributor to export earnings accounting for RM455.7 billion or 36.8% of
total exports for 2021 (Source: DOSM).

•

The prospect of the electronics manufacturing services industry in Malaysia is dependent upon,
among others, the continuing recovery of Malaysia as well as the global economies from the
ongoing COVID-19 pandemic, and other local and global factors that influenced the rising global
prices of raw materials. Other considerations include the increased pace of digital transformation
globally predicated by export demand for E&E products, and performance of domestic
manufacturing of the E&E products, as well as social and economic factors such as inflation rate,
interest and unemployment rates, lending policies, business confidence and consumer sentiments,
and the labour market in Malaysia.

•

Malaysia recorded negative inflation from
March 2020 to January 2021, mainly due to
falling oil prices and a decline in revenue from
the hotel as well as the food and beverages
industries as a result of the COVID-19
pandemic. With the easing of containment
measures in 2021, the inflation rate increased
to a positive level.

•

Factors that caused the increase in inflation
towards the end of 2021 included increases
in the cost of transportation such as sea
freight, animal feed, fertilisers, crude palm oil
and labour which led to increases in prices of
consumer goods such as food and
beverages.

Inflation rate in Malaysia, January 2020 – April 2022

(Source: DOSM)

•

In Q1 2022, the real GDP of Malaysia’s economy, the manufacturing sector and the E&E industry
grew by 5.0%, 6.6% and 15.4% respectively. The real GDP growth in the E&E industry was driven
by the robust external demand for semiconductor components amid technological developments.
In addition to the eight economic stimulus packages provided by the Malaysian government which
amounted to RM530 billion, a further RM332.1 billion has been allocated to continue driving the
recovery of the economy as provided by the Budget 2022. Any resurgence of COVID-19 cases and
reimposition of containment measures will weigh on the growth of the economy. Overall, the
Malaysian economy is forecasted to achieve real GDP growth between 5.3% and 6.3% in 2022
(Source: BNM).

•

According to the 12th Malaysia Plan, the GDP of the E&E industry is targeted to grow from RM86.1
billion in 2020 to RM120 billion in 2025. Meanwhile, the export value of E&E products is targeted to
grow from RM386.1 billion in 2020 to RM495 billion in 2025 led by integrated circuits, diodes and
photosensitive semiconductors following continuous demand in emerging technologies such as
autonomous vehicles, artificial intelligence, 5G and Internet of Things. (Source: Economic Planning
Unit, Malaysia). According to the Budget 2022, RM100 million will be allocated to 200
manufacturing and service sector companies to automate their business processes and RM45
million allocated as technology transformation incentives for small and medium-sized enterprises
and mid-stage companies in the manufacturing and service sector for Industrial Revolution 4.0 or
Industry4WRD. (Source: Ministry of Finance).
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