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CHAPTER ONE
MALAYSIAN ECONOMY
1.1 OVERVIEW OF THE MALAYSIAN ECONOMY IN 2013
Malaysia recorded a 4.7% growth in 2013, weaker than the 5.6% achieved in 2012. The overall
growth was driven by the continued strong growth in domestic demand. Despite the weaker
external environment in the first half of the year, domestic demand remained resilient throughout
the year, led by robust private sector activity.

In terms of sector performance, the services sector expanded by 5.9% in 2013 and remained the
largest contributor to growth (3.2 percentage points of overall GDP growth). In particular, the
wholesale and retail trade sub-sector recorded higher growth benefiting from continued strength in
households’ retail spending. In the communication sub-sector, growth remained robust, mainly on
account of continued demand for data communication services. Performance of the transport and
storage sub-sector was sustained amid strong growth in passenger travel. On the other hand,
growth in the finance and insurance sub-sector moderated following lower interest rate margins
and insurance premiums.

The manufacturing sector expanded by 3.4%, attributable to the continued strength in the
domestic-oriented industries and better performance of the export-oriented industries in the second
half of 2013. Production in the export-oriented industries was supported by stronger exports in
both the E&E and primary-clusters, amid a gradual recovery in the global economy. Domesticoriented industries recorded a sustained growth, mainly driven by robust private consumption and
resilient construction activity.
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Growth remained strong in the construction sector (10.9%), owing to robust activity in the
residential and civil engineering sub-sectors. Growth in the residential sub-sector was underpinned
by the construction of high-end and high-rise properties in the Klang Valley, Penang and Johor. In
the civil-engineering sub-sector, activities in infrastructure, and oil and gas-related projects
supported growth. Notable projects included Tanjung Bin and Janamanjung power plants, Mass
Rapid Transit (MRT), Sabah Oil and Gas Terminal, Sabah-Sarawak Gas Pipeline and the
Kebabangan Oil and Gas Project.

In the agriculture sector, growth was stronger at 2.1% mostly on account of the higher Crude Palm
Oil (CPO) output, reflecting better yields amid favourable weather conditions. Production of food
commodities, such as livestock, vegetables and fisheries, was also higher in 2013 following efforts
to increase food security as well as ongoing efforts to further improve the agro-food and
aquaculture industries.

The mining sector registered a slower growth of 0.5% in 2013, reflecting the reduction in crude oil
production amid maintenance works that occurred in the latter half of the year. Output of natural
gas, however, recorded stronger growth during the year, driven by higher demand from East Asia
for electricity generation as well as commencement of higher production from marginal and new
fields.

The Malaysian labour market remained favourable with unemployment declining to 3.1% in 2013
(2012: 3.0%). The national minimum wage policy was put into effect on 1 January 2013. The
higher employment growth and lower retrenchments suggests that most firms were able to adjust
to the minimum wage policy.
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The headline inflation rate, as measured by the annual change in the Consumer Price Index (CPI),
registered a modest growth of 2.1% in 2013 (2012: 1.6%). The increase was driven by domestic
cost and supply factors, arising from upward adjustments to administered prices and weatherrelated domestic supply shortages. Despite the strong growth in private consumption and sustained
wage growth during the year, adequate productive capacity in the economy helped contain
demand pressures.

Headline inflation is projected to average 3%-4% in 2014, due mainly to domestic cost factors.
These include the recent price adjustments arising from the subsidy rationalization and the
spillover effects of these adjustments on the prices of other goods and services.

1.2 TRADE PERFORMANCE IN 2013
According to the report published by the Malaysian Ministry of International Trade and Industry,
total trade for 2013 expanded by 4.6% to reach a value of RM 1.369 trillion, compared to the RM
1.309 trillion registered in 2012. Malaysia’s exports for 2013 grew by 2.4% or RM 17.17 billion
to RM 719.81 billion, while imports rose by 7% to RM 649.19 billion. Despite imports outpacing
exports, Malaysia still enjoyed a positive trade balance. A trade surplus of RM 70.63 billion was
recorded; the 16th consecutive year of trade surplus.

The PRC remained Malaysia’s largest trading partner for the fifth consecutive year since 2009.
Malaysia’s trade with the PRC expanded by 12.5% to RM 203.23 billion. Exports to the PRC
increased by 9.2% to RM 96.97 billion. Increase in exports were contributed by higher exports of
manufactured goods by 9.5% or RM 6.16 billion and mining goods by 37.3% or RM 3.22 billion.
Export products that contributed to the increases were manufacturers of metal primarily cathodes
of refined copper; refined petroleum products; chemicals and chemical products mainly
hydrocarbon and their derivatives; as well as, liquefied natural gas (LNG). Exports of E&E
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products, valued at RM 40.22 billion, accounted for 41.5% of total exports to the PRC. Imports
from the PRC increased by 15.7% to RM 106.26 billion with higher imports of E&E products;
manufactures of metal; as well as, machinery, appliances and parts.

Table 1(a): Top Ten Export Destinations in 2013

More inter-company linkages, cross-border investments, outsourcing activities and growing
trading activities within the region had resulted in a higher total trade with ASEAN, to RM 374.71
billion, accounting for 27.4% of Malaysia’s trade in 2013. Exports to ASEAN increased by 7.2%
to RM 201.81 billion. ASEAN’s share of Malaysia’s total exports expanded from 26.8% to 28%.
Imports from ASEAN increased by 2.1% to RM 172.9 billion.

Increase in exports to ASEAN was contributed mainly by higher exports of refined petroleum
products; electronic integrated circuits and parts; machinery, appliances and parts including
pumps, compressors, fans, centrifuges and parts; as well as, manufactures of metal of alloyed
aluminium plates, sheets or strips.

Page 7 of 49

Table 1(b): Top Ten Export Destinations in 2013

Source: Ministry of International Trade and Industry, Malaysia

Figure 1(c): Exports by Major Products, January - December (2012 & 2013)
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Source: Ministry of International Trade and Industry

Exports of E&E products rose by RM 5.6 billion to RM 236.76 billion accounted for 32.9% of
total exports. This was driven by higher demand for:

•

Electronic integrated circuits,  6% to RM 78.07 billion;

•

Parts for electronic integrated circuits,  37.7% to RM 9.57 billion;

•

Computers and data processing equipment,  31.2% to RM 10.28 billion;

•

Photosensitive semiconductors,  30% to RM 10.12 billion;

•

Apparatus for transmission or reception of voice, images and data,  60.5% to RM 4.71
billion; as well as

•

Parts and accessories or telephone sets and telecommunication equipment,  71% to RM
3.15 billion.

Other manufactured products that contributed to the growth in exports for 2013 were:

•

Manufactures of metal,  39.2% to RM 28.17 billion, primarily cathodes of refined
copper;

•

Machinery, appliances and parts,  7.6% to RM 27.23 billion, mainly pumps,
compressors, fans centrifuges and parts;

•

Chemicals and chemical products;  3.1% to RM 47.72 billion, primarily binders for
foundry moulds or cores;

•

Processed food,  6.9% to RM 14.24 billion;

•

Textiles and clothing,  7.9% to RM 10.26 billion;

•

Manufactures of plastics,  6.8% to RM 10.69 billion; as well as

•

Jewelry,  8.6% to RM 7.73 billion.
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Table 1(d): Major Import Sources in 2012

Source: Ministry of International Trade and Industry, Malaysia

The PRC was the largest import source, followed by Singapore, Japan, the USA and Thailand.
These countries accounted for 51.4% of total imports. Main imports from ASEAN were refined
petroleum products; E&E products; as well as, chemical and chemical products.
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Figure 1(e): Import by Major Products, January – December (2012 & 2013)

Source: Ministry of International Trade and Industry, Malaysia

The largest category of imports was manufactured goods, accounting for 75.2% of Malaysia’s
total imports. Major imports of manufactured goods in 2013 were:
•

E&E products, accounted for 27.7% share of Malaysia’s total imports,

•

Chemicals and chemical products, 8.6% share, and

•

Machinery, appliances & parts, 8.4% share.

1.3 INVESTMENTS
Malaysia again had a new record breaking year of investments in the manufacturing, services and
primary sectors in 2013 with total approved investments of RM216.5 billion, a very commendable
achievement amidst a challenging external environment. In 2012, the country attracted a total of
RM167.8 billion in direct investments, which was the highest amount ever recorded. These
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approved investments were in 5,669 projects comprising 14 mega projects worth more than RM1
billion each and 82 large projects worth more than RM100 million each. The majority of these
projects are in high-value and high-growth industries.The services sector constituted the bulk of
investments approved, amounting to RM144.7 billion or 66.8%, followed by the manufacturing
sector with investments of RM52.1 billion (24.1%) and primary sector with investments valued at
RM19.7 billion (9.1%). All these sectors showed improvements in their investments performance.

Over 72.5% of the total investments approved (RM157 billion) were contributed by domestic
sources (DDI) and RM59.5 billion (27.5%) came from foreign investments (FDI). The domestic
investments approved in 2013 reflected the continued interest of local companies to spearhead the
Economic Transformation Programme (ETP) and assume a leading role in the growth of the
economy.
The total projects approved are expected to generate about 192,000 new jobs, with more
employment opportunities created in managerial, supervisory and technical roles that offer higher
incomes to Malaysians. This trend reflects the country’s workforce is positively adapting to the
changing economy.

1.4 ECONOMIC OUTLOOK FOR 2014
The Malaysian economy is expected to remain on a steady growth path in 2014, expanding by
4.5%-5.5% (2013: 4.7%). The growth momentum will be supported by better performance in the
external sector amid some moderation in domestic demand.

Domestic demand will remain the key driver of growth, albeit at a more moderate pace, reflecting
the continued public sector consolidation. Private investment is forecast to register robust growth
for the fifth consecutive year, driven by the ongoing implementation of multi-year projects and the
improvement in external demand. Private consumption will be underpinned by healthy labor
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market conditions and sustained income growth. Nonetheless, household spending is expected to
moderate towards its long-term trend growth, reflecting in part the impact of the higher inflation.
Public consumption is anticipated to record lower growth, following the ongoing consolidation of
the Government’s fiscal position, while public investment is projected to register a higher growth,
supported by both Government and public enterprise capital spending.

Headline inflation is expected to average 3%-4% in 2014 (2013: 2.1%) due mainly to domestic
cost factors. These include the recent price adjustments arising from subsidy rationalization and
the spillover effects of these adjustments on the prices of other goods and services. The higher
cost pressures, however, will be partly contained by subdued external price pressures, given the
expectations of lower global food and energy prices. Continued expansion in domestic capacity
and a moderation in domestic demand would also contribute towards attenuating the cost
pressures.

Malaysia’s fundamental strengths are expected to keep the country on a steady course in 2014 and
beyond even though the global economic situation remains vulnerable. The prospect of an
ASEAN single market is appealing to a very broad base of businesses. The ASEAN economic
integration will drive domestic investments as Malaysian businesses look beyond their home
market while non ASEAN foreign investors will be eager to capitalise on the opportunities
presented by its dynamics. Malaysia has created a vibrant business environment for businesses to
develop niche growth areas within the country’s biggest pillars of industrialisation, such as oil and
gas, and E&E products. These are the industries in which Malaysia has significant experience,
expertise and infrastructure, and the country is well positioned to take advantage of this boom.

The current global and regional macroeconomic and societal developments provide great
opportunities for Malaysia. The Government will continue with its ecosystem approach to
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leverage on these opportunities in promoting private investments in the country. The approach
promotes Greenfield opportunities in high value industries and help potential investors to meet
their human capital needs throughout the economic value chain. In addition, focus will be given to
identify and assist local potential conglomerates and other industry players to become anchors in
the ecosystem.

The various measures introduced by the Government to facilitate business have boosted
Malaysia’s ranking in various international business benchmarks in recent years. The World Bank
Report 2014 Edition has ranked Malaysia as the 6th most business-friendly country in the world,
ahead of the United Kingdom (10th), Germany (21th) and Switzerland (29th). This is the first time
Malaysia has broken into the top ten ranking since the World Bank and the International Finance
Corporation began compiling the annual ranking in 2005. Malaysia was also ranked as the 24th
most competitive nation in the world by the World Economic Forum in its Global
Competitiveness Report 2012-2013, which a progression from an efficiency-driven economy to an
innovation-driven economy. Malaysia’s sterling performance in these rankings is testimony to its
achievements and will fuel investments into the country in 2014.
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1.5 MALAYSIA – KEY ECONOMIC INDICATORS
Table 1(c) : Key Economic Indicators

1

Beginning 2012, real GDP has been rebased to 2005 prices, from 2000 prices previously
Exclude stocks
3
All assets and liabilities in foreign currencies have been revalued into ringgit at rates of exchange ruling
on the balance sheet date and the gain/loss has been reflected accordingly in the Bank’s account
4
Effective from 2011, the Consumer Price Index has been revised to the new base year 2010=100, from
2005=100 previously
5
Effective from 2010, the Producer Price Index has been revised to the new base year 2005=100, from
2000=100 previously
6
Based on average USD exchange rate for the period of January-February 2014
pPreliminary
f Forecast
2
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CHAPTER TWO
Petrochemical Industry in Malaysia
2.1.

OVERVIEW

Malaysia is the second largest oil and natural gas producer in Southeast Asia, the second
largest exporter of liquefied natural gas globally, and is strategically located amid
important
routes for seaborne energy trade. Malaysia's energy industry is a critical sector of growth
for the entire economy and makes up about 20 percent of the total gross domestic product.
New tax and investment incentives, starting in 2010, aim to promote oil and natural gas
exploration and development. These incentives are part of the country's economic
transformation program to leverage its resources and location to be one of Asia's top
energy players by 2020. Another key pillar in Malaysia's energy strategy is to become a
regional oil storage, trading, and development hub that will attract technical expertise and
downstream services able to compete within Asia. Malaysia is unveiling several major
upstream and downstream oil and natural gas projects in the next few years, with some
coming online in the next few months, as part of the country's strategy to enhance output
from existing oil and natural gas fields and to advance exploration in deep water areas.

The beneficiary of Malaysia's energy strategy, growing Malaysian petrochemical industry
is one of the pillars of Malaysian economy attributing its rapid growth to the steady
availability of oil and gas as feedstock, a well- developed infrastructure, a strong base of
supporting services, the country's cost competitiveness, as well as Malaysia's strategic
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location within ASEAN and its close proximity to major markets in the Asia Pacific
Region.

A wide range of petrochemicals are produced in Malaysia, including olefins, polyolefins,
aromatics, ethylene oxide (EO), glycols, oxo-alcohols, ethoxylates, acrylic acids, phthalic
anhydride, acetic acid, styrene monomer (SM), polystyrene (PS), ethylbenzene and
polyvinyl chloride (PVC). World-scale producers of low-density polyethylene (LDPE),
linear low-density polyethylene (LLDPE), high-density polyethylene (HDPE), PP,
expanded polystyrene (EPS), PVC, ABS and polyethylene terephthalate (PET) resins have
established plants in Malaysia, providing a steady supply of feedstock material for the
plastic industry. Natural gas and naphtha are the two locally available basic raw materials
for the petrochemical industry.

Malaysia's strategic location within the ASEAN and its proximity to the major Far East
markets augurs well for its exports in the Asia Pacific region. As such, state-owned oil
and gas company Petronas and the privately owned Lotte Chemical Titan dominate the
Malaysian petrochemicals industry. Lotte Chemical Titan currently operates two of the
nation's four ethylene plants and has a production capacity of 630,000tpa, while Petronas
operates the remaining two in conjunction with BP and Japan based Idemitsu with a
combined capacity of 1mn tpa. Petronas also operates a range of downstream joint venture
(JV) facilities at its Kerteh and Gebeng complexes, along with global industry players.
Lotte Chemical Titan is the second-largest polyolefins producer in South East Asia. The
company currently operates eight plants on two integrated sites in Pasir Gudang and
Tanjung Langsat, Johor.
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The plastic products industry comprises various sub-sectors with many useful applications.
The plastic packaging sub-sector, covering both flexible and rigid products, remains the
largest sub- sector and covers bags, sheet, film, hose and containers. The main production
processes in this industry are film extrusion, injection moulding, pipe and profile
extrusion, blow moulding and foam moulding. The growth of domestic downstream
plastic processing activities can be attributed to the developed petrochemical sector in
Malaysia. The sector provides a steady supply of materials to the plastic industry with
world-scale resin production facilities producing polyethylene (PE), polypropylene (PP),
polyvinylchloride (PVC), polystyrene (PS), acrylonitrile butadiene styrene (ABS),
polyacetal (PA), polyester copolymers, styrene acrylonitrile (SAN) and polybutylene
terephthalate (PBT).

Growth in the Malaysian plastics industry was slower in 2012, with the industry
registering a total turnover of RM8 billion for the first six months of 2012. The weaker
performance is attributable to the prolonged European Union debt crisis, slow growth of
global markets and a sluggish domestic market. The E&E industry and automotive
industry, of particular importance to the plastics industry, experienced flat growth. Overall,
industry exports rose marginally by 1.2 per cent, from RM5 billion in the first six months
of 2011 to RM5.1 billion in the first six months of 2012. Plastic product manufacturers
were able to achieve the high export total turnover ratio because they moved up the value
chain to focus more on the quality of their products.
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The Malaysian plastics industry will continue to expand despite the gloomy global
outlook and strong challenges ahead. A total of 57 projects with investments of RM1.1
billion were approved in 2012 which will provide potential employment for 3,910 persons.
The packaging sub-sector remained the leading sub-sector in 2012 with 14 projects and
investments of RM186.1 million. The majority of these projects were for the manufacture
of flexible packaging, sheets, bags and film.

A total of 34 projects were approved in the consumer and industrial sub-sectors (RM532.9
million). In addition, nine projects were approved in the E&E and automotive components
sub-sectors with investments of RM389.9 million.

Some of the major projects approved included a new joint-venture project with
investments of RM75.5 million to manufacture flexible hose, a wholly foreign-owned
project with investments of RM287.4 million to manufacture polyimide film, a wholly
Malaysian-owned project with new investments of RM35.3 million to manufacture plastic
containers, plastic sheets and plastic film.

Increased productivity and expansion in industry output over recent years have resulted in
improved export performance. Malaysia is expected to continue attracting foreign
investment, but the industry is reassessing its competitive status within the ASEAN and
the 'threat' posed by China's rapid industrial expansion. The petrochemicals industry is
facing tougher market conditions with downward pressure on product prices caused by a
massive increase in capacities in Asia and the Middle East. In order to sustain production
volumes, Malaysian producers will need to constrain feedstock costs. In the face of
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intensified competitiveness in the global market, prospects for the Malaysian
petrochemicals industry depend on its ability to cultivate and maintain competitive
advantages over competing nations.

The Third Industrial Development Plan (IMP3, 2006-2020) expects further expansion in
the industry and seeks to enhance competitiveness. Development investment of
MYR34bn (US$9.99bn) will be made during the plan period compared to the MYR27.8bn
(US$8.17bn) approved under the second master plan (1996-2005). The IMP3 targeted
petrochemicals exports worth approximately MYR27.6bn (US$8.11bn) by 2015 and
MYR36.7bn (US$10.79bn) by 2020. This IMP3 plan will focus on developing Bintulu
(Sarawak), Gurun (Kedah), Tanjung Pelepas (Johor) and Labuan into new petrochemicals
zones. The government plans to encourage the private sector to invest in support facilities,
infrastructure and supply services, which are important for the development of
petrochemicals zones. The investments are to be undertaken through a consortium of JVs.
This would enable the setting and sharing of the costs in building and maintaining the
facilities at competitive levels. Development of upstream and downstream linkages is also
a part of the plan. Efforts would also be made to realize the full potential of the existing
petrochemicals zones, Kerteh (Terengganu), Gebeng (Pahang) and Pasir Gudang-Tanjung
Langsat (Johor), through a systematic and coordinated approach. The plan also calls for
the construction of three new crackers by 2020. Petronas has majority stakes in two
existing gas-based crackers at Kertih, Malaysia. Lotte Tican Chemical operates the
country's other cracker, at Pasir Gudang. Two major cracker-based petrochemicals
complexes are planned in Kuantan and Johor.
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CHAPTER THREE

Committee Reports

3.1. GENERAL MATTERS & RAW MATERIALS COMMITTEE

Recent Developments in Malaysia and its Industry Outlook in the coming years

The PETRONAS Board of Directors has approved the Final Investment Decision (FID)
for the development of the Pengerang Integrated Complex (PIC) in Southern Johor,
Malaysia.

The FID marks a significant milestone in the progress of the proposed PIC, which
comprises a world scale Refinery and Petrochemical Integrated Development (RAPID)
and other associated facilities. RAPID is estimated to cost about US$16 billion while the
associated facilities will involve an investment of about US$11 billion.

The PIC is scheduled to commence construction upon the full hand-over of the project site
to PETRONAS by the State Government. Based on the current progress, the project is
poised for its refinery start-up by early 2019. The project will further strengthen
PETRONAS’ position as a key player in the Asian chemicals market, focusing on key
growth areas of differentiated and specialty chemicals and capturing the growing
automotive, pharmaceutical and consumer products sectors. Domestically, the PIC will
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contribute towards meeting the growing demands for petroleum products and Euro 4M
and Euro 5 specification fuels.

Developed within a 6,242-acre site, the PIC will consist of a 300,000 bpd refinery and a
petrochemical complex with a combined capacity of producing 7.7 mtpa of various grades
of products including differentiated and specialty chemicals products such as synthetic
rubbers and high grade polymers. The project will also see the development of a host of
associated facilities i.e. the raw water supply facility, power co-generation plant, LNG
regasification terminal and other ancillary facilities.

At the peak of its construction, the PIC Project is expected to have a workforce of about
70,000 people with varying skills and disciplines. In its operational stage, the PIC will
require over 4,000 employees.

The PIC is part of the larger Pengerang Integrated Petroleum Complex (PIPC) proposed
and promoted by the Johor State Government. With its strategic location along one of the
world’s busiest shipping lanes and its proximity to international trading hub, the PIPC is
well positioned to be the next regional downstream oil and gas industrial hub.
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Value of New Projects approved in 2013 and 2012
January - December 2013
Industry

Petroleum Products
(Incl.Petrochemicals)

Chemical &
Chemical Products

No

2012

Domestic
Investment

Foreign
Investment

Total Capital
Investment

(USD)

(USD)

(USD)

No

Domestic
Investment

Foreign
Investment

Total Capital
Investment

(USD)

(USD)

(USD)

7

892,315,244

988,971,341

1,881,286,585

14

1,523,066,271

449,950,768

1,973,017,039

68

620,503,260

1,145,745,471

1,766,248,731

73

250,427,175

1,853,317,650

2,103,744,825
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3.2. POLYOLEFINS COMMITTEE
Malaysia was a net exporter of polyolefin products for the last five years ending in 2013.
The major export destinations were China (including Hong Kong), and countries in the
South East Asia region and India Sub-Continent. However, due to Petronas subsidiary
Polypropylene Malaysia mothballing its 80,000 tons/year PP plant in Kuantan, Malaysia
at the end of December 2012 and capacity reduction at the second producer Lotte
Chemical Titan from 480 to 400 kta in 2013 Malaysia became net polypropylene importer.

Indeed, Lotte Chemical Titan remains the only active PP capacity in Malaysia until
Petronas brings its new RAPID petrochemical project on-line. Lotte Chemical Titan total
PP capacity now stands at 400,000 tons/year. Petronas’ new RAPID project will house a
300,000 barrels/day refinery, a naphtha cracker with a combined olefins capacity of 3
million tons/year as well as other petrochemical and polymer units.

The domestic polyolefin demand in 2013 was growing at around 5.5% in line with the
positive growth rate of GDP, from 1398 to 1475 MKT. In 2014, the Malaysia economy is
projected to grow by 5% and the domestic polyolefin demand is expected to grow at the
same pace 1,548 KMT from 1,475 KMT in 2013. Main export markets are expected to
continue struggling throughout 2014 which will be affecting demand for polymers. There
will be no capacity expansion or addition in 2014 for polyolefin products. Due to earlier
capacity shutdowns in 2014 Malaysia will become net polyolefins importer.
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3.2.1 PE
3.2.1 LDPE
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3.2.2 LLDPE
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3.2.3 HDPE
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3.2.4 PP
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3.3. STYRENICS COMMITTEE
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3.4. PVC COMMITTEE
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The landscape for PVC market in Malaysia and to some extent in South East Asia had
dramatically changed with Petronas exit from VCM & PVC business at the end of 2012.
The vinyl business in PCG comprosed of three plants located in the Kertih Integrated
Petrochemical Complex, Malaysia and in Vung Tau, Vietnam. The vinyl chloride
monomer (VCM) and polyvinyl chloride (PVC) plants in Kertih were owned by Vinyl
Chloride (Malaysia) Sdn Bhd (VCMSB), a wholly owned subsidiary of PCG, while the
PVC plant in Vietnam is owned by Phu My Plastics and Chemical Company Limited
(PMPC), a subsidiary of PCG. As a consequence to the discontinuation, VCMSB has
ceased operations from 1 January 2013 and its plants will then be decommissioned.
Meanwhile, Malaysia’s Petronas sold its 78% stake in Vietnam’s Phu My Plastics to
Japan’s Asahi Glass, with the transaction expected to be finalized in the second quarter of
2014. Phu My Plastics has a PVC capacity of 100,000 tons/year.

As a result, domestic converters who already started importing more PVC from SEA and
NEA producers in 2011 and 2012 due to overall lower operating rates of Malaysian
producers have NOW find new suppliers. Remaining domestic producers will face more
competition in the local market.

FUTURE PROSPECTS

Demand in 2013 is expected to remain similar to 2013 although the industry will face
severe competitive pressure:

Page 35 of 49

3.5. SYNTHETIC RUBBER COMMITTEE
3.5 World Rubber Production

Industry Profile
In 2013, total world production of rubber was estimated to be 27.53 million tonnes, growing at an
annual average rate of 3.0% from 22.44 million tonnes in 2006. Natural rubber, with production
estimated to be 12.04 million tonnes, accounted for 44% of world rubber production, while
synthetic rubber production accounted for 56%, with production estimated at 15.5 million tonnes.

Table – World Production of Rubber (Year 2000 – 2013)
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Production, Consumption and Trade Performance

Malaysia is currently the world’s fourth largest producer of Natural Rubber after Thailand,
Indonesia and Vietnam. Natural Rubber production in Malaysia however declined by 10.6% to 0.8
million tonnes in 2013 from 0.9 million tonnes in 2012. Nonetheless, exports recorded a positive
y-o-y growth of 2.6% for the same period. Hence, consumers can still look towards Malaysia as a
source of supply for quality raw rubber of Standard Malaysian Rubber (SMR) grades, specialty
rubber such as ENR, DPNR and TPENR and latex concentrate products including Low Protein
Latex.
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Table – Malaysia’s Production, Consumption and Trade Figures
2006

2007

2008

2009

2010

2011

2012

2013

1,283.6

1,199.6

1,072.4

857.0

939.0

996.2

922.8

824.9

Consumption

383.3

450.2

469.0

469.8

457.8

402.2

441.4

434.1

Imports

512.0

605.1

522.8

738.7

706.3

667.4

871.4

1,004.6

Exports

1,285.2

1,212.9

1,154.5

1,087.7

1,245.4

1,239.5

1,302.9

1,323.9

Production

23.2

30.3

38.4

49.6

99.0

110.0

104.7

108.7

Consumption

112.4

167.1

161.8

175.3

241.9

294.5

311.2

346.4

Imports

151.4

175.2

169.9

182.0

211.2

251.0

286.8

330.9

Exports

31.6

38.4

46.5

56.4

68.3

66.5

75.4

93.2

1,306.8

1,229.9

1,110.8

906.6

1,038.0

1,106.2

1,027.5

933.6

Consumption

495.7

617.3

630.8

645.1

699.7

696.7

752.6

780.5

Imports

663.4

780.3

692.7

920.7

917.5

918.4

1,158.2

1,335.5

Exports

1,316.8

1,251.3

1,201.0

1,144.1

1,313.7

1,306.0

1,378.3

1,417.1

Natural Rubber
Production

Synthetic Rubber

Total Rubber
Production

Source: International Rubber Study Group (IRSG)

Malaysia remains the world’s ninth largest consumer of rubber and the seventh largest consumer
of natural rubber (NR). The other countries in the top ten ranking include China, the USA, Japan,
India, Thailand, Brazil, Indonesia, Germany and the Russian Federation. In terms of consumption
of NR, Malaysia is behind China, India, the USA, Japan, Indonesia and Thailand. Other major
consumers of NR include the Republic of Korea, Brazil and Germany.
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With the availability of quality raw materials, political stability and good infrastructure and
research and development (R&D) support from the Malaysian Rubber Board (MRB) and the Tun
Abdul Razak Research Centre (TARRC), Malaysia remains a global player in rubber, supplying
the world market with a wide range of rubber products.
Table - Malaysia’s Rubber Consumption by Type (Tonnes)
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Charts - Malaysia’s Rubber Consumption by Type
(Tonnes)

Exports of rubber products from Malaysia have been growing since 2001. The value of exports
surpassed RM9.0 billion in 2006 and reached RM14.7 billion in 2013. In 2009, exports
experienced a slight decline of 5.7% due to the global recession. Nevertheless, Malaysia's exports
rebounded the following year and have since continued to improve.
Malaysia is globally renowned for its high quality and competitively priced rubber products.
Malaysian rubber products manufacturers comprise multinationals and joint ventures from various
countries including the USA, Europe and Japan, as well as locally-owned medium and small sized
enterprises. These companies supply a whole range of rubber products including medical gloves,
automotive components, belting and hoses.

Page 40 of 49

Malaysia remain the world’s leading supplier for medical gloves (examination and surgical
gloves), satisfying more than 50% of global demand. Malaysia is also the world's leading supplier
of Foley catheters and the second largest exporter of condoms and latex threads (in value terms).
Latex thread is mainly used in the apparel industry as elastic bands and supports. Other latex
products produced in Malaysia include finger stalls and teats and soothers. Malaysia also produces
an extensive range of industrial rubber products such as hoses, beltings, seals, wires and cables for
the global market.

Charts – Malaysia’s Rubber Consumption by Product Sector
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3.6. SYNTHETIC FIBER RAW MATERIALS COMMITTEE

Ethylene Glycols [Mono-Ethylene Glycol (MEG), Di-Ethylene Glycol (DEG)] as Synthetic
Fiber Raw Material

The Ethylene Glycols (MEG & DEG) market in Malaysia is expected to be stable until 2016 as
domestic demand growth is expected to be rather limited.

At the moment, Malaysia’s leading EG producer is OPTIMAL GLYCOLS (M) SDN BHD which
produces three main products which are Mono-Ethylene Glycol (MEG), Di-Ethylene Glycol
(DEG) and Re-Distilled Ethylene Oxide (RDO), using world-renowned EOG METEOR
Technology from Dow, the most advanced, efficient and cost competitive technology for the
production of MEG, DEG and high purity EO for derivatives.

Both, MEG (the largest volume product manufactured by OPTIMAL GLYCOLS) and DEG are
sold within Malaysia and to various countries throughout the Asia Pacific region. OPTIMAL’s
production capacity of MEG is 365kTa and is applied in resins for fibers and PET containers or
bottles, antifreeze as well as electronic applications. OPTIMAL’s production capacity for DEG is
20kTa and used in the production of unsaturated polyester resins (used for fiberglass) and brake
fluid formulation.

The OPTIMAL Group of Companies tap on Dow's established channels and distribution network
within the Asia Pacific region. The company's key markets include South East Asia, Japan, South
Korea, China and Taiwan. About 60 percent of OPTIMAL's products are utilized to meet local
demands with the remaining 40 percent for the export market.
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The EG market growth relies heavily on the polyester demand or supply since it is a key feedstock
together with Purified Terephthalic Acid (PTA) in this industry. The Asia market however, is
projected to have immense potential on the EG growth and consumption.

During the recession in 2008-2009 monoethylene glycol (MEG) market slowed down global but
production has already markedly increased in 2010. Today major MEG producers include Saudi
Arabia, China, Taiwan, USA and Canada. In near future global demand growth rate is expected to
be about 6% per year, while China is forecasted to grow at 6.5%. Today China is the largest MEG
consumer, but the country still depends on import. New capacity introductions are expected to
partially solve this problem.

In terms of new MEG capacities in Malaysia, Petronas Chemicals Group (PCG) has recently
announced their new refinery and petrochemical project, RAPID (Refinery and Petrochemicals
Integrated Development) located in Pengerang, Johor, Malaysia and the project is due for
completion by 2019. EG is most likely one of the potential products which may be produced by
RAPID.
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3.7. CHEMICALS COMMITTEE

Chemical Products
Enhancing the country’s capacity for diversified export products the chemical industry comprises
agricultural chemicals, industrial gases, inorganic chemicals, paints, soap and
detergent, cosmetics and toiletries and other chemical products sub-sectors. The investment trend
for 2012 shows a potential expansion of product capacity for supplying domestic and export
markets. A total of 53 projects with investments of RM5.1 billion
were approved during the year, of which 94 per cent (RM4.7 billion) were derived from foreign
sources. The projects approved are expected to generate new job opportunities for 1,521 persons.

Significant foreign-owned projects approved in 2012 include an expansion project for the
production of polycrystalline silicon in Sarawak (RM2.7 billion) to support the solar cluster in
Malaysia as well as a new project to produce L-Methionine, ammonium sulfate, ammonium
acetate, single cell protein and liquid fertilizer (RM1.2 billion). There was also a significant
expansionary investment into a foreign-owned project to produce titanium dioxide pigments,
ferrous sulphate, ferric sulphate and white gypsum in Terengganu (RM275 million). This project
will support the paint, fertiliser and printing ink industries.

Other major investments include a new foreign-owned project to produce polymer- based wire
enamels, impregnating varnishes, potting and casting materials (RM105 million)

as well as an expansion project for the production of coated and uncoated calcium carbonate
(RM53.4 million) which will provide huge support for the construction and oil and gas industries.
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Another expansion project by a locally-owned company to produce granulated compound
fertilizers (RM42.4 million) will support the country’s agricultural sector.

Petroleum and petrochemical products
The petroleum and petrochemical industry is an important sector in Malaysia and comprises three
sub-sectors: natural gas, petroleum products and petrochemicals. The increasing number of
petrochemical plants producing various types of petrochemical products has transformed the
country from a net importer to an exporter of major petrochemical products.

The projects approved in 2012 illustrates the rapid development of the petrochemical industry in
Malaysia due to the availability of oil and gas as feedstock, a well-developed infrastructure, strong
supporting services, the country’s cost competitiveness as well as its strategic location within Asia
and close proximity to major international markets.

A total of 14 projects valued at RM6 billion were approved in 2012, of which almost 80 per cent
were from local investors. The projects approved will potentially provide employment for 1,274
persons. Among the major projects approved were a new project by a Malaysian- owned company
to produce ammonia and granular urea in Sabah. This project will optimise the value of the oil and
gas resources found offshore in the state of Sabah, and is expected to develop and grow the
industrial area in Sipitang as well as support the agricultural NKEA of Malaysia’s ETP. The
project is valued at RM4.5 billion.

Another major project is in Terengganu, where a foreign-owned company proposes to produce
methyl

mercaptan,

dimethyl

disulfide,

n-dodecylmercaptan,

ethyl

mercaptan

and

tetrahydrothiophene. Valued at RM795 million, this project will support the production of a biomethionine plant that produces bio-amino acid for animal feed in the state.
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In Johor, a foreign-owned company is investing RM371 million into a project to make of
polybutadiene, which is widely used in the manufacture of synthetic rubber goods such
as tyres, shoes and other products based on polystyrene.
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CHAPTER FOUR

4.0.

Malaysian Petrochemicals Association (MPA)

4.1. BACKGROUND

The Malaysian Petrochemicals Association (MPA) is a formal association registered with
the Registrar of Societies in Malaysia. At present, members of MPA include companies
engaged in the manufacture and trading of petrochemicals and plastic resins, as well as
companies providing services required by the petrochemical industry. The MPA was
officially formed on March 19, 1997 with the following objectives:-.

- To provide a forum to discuss and resolve common problems of the petrochemical
industry
- To provide a focal point for the petrochemical industry to liaise with the public and
government and to make recommendations on relevant issues
- To advance the philosophy of Responsible Care, its implementation and compliance
throughout the industry
- To represent the petrochemical industry within Malaysia to interface with similar groups
on international basis
- To compile and disseminate information of common concerns and provide facilities for
consultation and exchange of views between members.
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4.2. MPA MEMBERS
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.

Air Liquide Global E&C Solutions Malaysia Sdn Bhd
Ancom Kimia Sdn Bhd
BASF (M) Sdn Bhd
BASF PETRONAS Chemicals Sdn Bhd
BP PETRONAS Acetyls Sdn Bhd
Chiyoda Malaysia Sdn Bhd
Dow Chemical Malaysia Sdn Bhd
DuPont Malaysia Sdn Bhd
Foster Wheeler (M) Sdn Bhd
Idemitsu Chemicals (M) Sdn Bhd
Industrial Resins (M) Berhad
PETRONAS Chemicals MTBE Sdn Bhd
PETRONAS Chemicals Derivatives Sdn Bhd
PETRONAS Chemicals Ethylene Sdn Bhd
PETRONAS Chemicals Group Berhad
PETRONAS Chemicals LDPE Sdn Bhd
Petrochemicals (M) Sdn Bhd
Petrotechnical Inspection (M) Sdn Bhd
Sinar Berlian Sdn Bhd
Technip Geoproduction (M) Sdn Bhd
Lotte Chemical Titan (M) Sdn Bhd
Toray Plastics (M) Sdn Bhd
Toyo Engineering Corporation

4.3. MPA COUNCIL
The following members were elected into the MPA Council for the 2013 – 2014 term:President:

Encik Akbar Md Thayoob
PETRONAS Chemicals Group Berhad

Vice President:

Mr Cheong Peng Khuan
Lotte Chemical Titan (M) Sdn. Bhd.

Honorary Secretary:

En Abdul Mazlan Abdul Razak
PETRONAS Chemicals LDPE Sdn Bhd

Honorary Treasurer:

Dr Stefan Beckmann
BASF PETRONAS Chemicals Sdn Bhd

Council Members:

Mr Yasuhiro Hirano
Idemitsu Chemicals (M) Sdn Bhd
Mr Lim Boon Hoe
Petrochemicals (M) Sdn Bhd

Page 48 of 49

Mr Akihiko Ishimura
Toray Plastics (M) Sdn Bhd
Mr Edward Tang
BASF (M) Sdn Bhd

4.4. MPA SECRETARIAT

Malaysian Petrochemicals Association (MPA)
c/o Federation of Malaysian Manufacturers
Wisma FMM, No. 3, Persiaran Dagang,
PJU 9, Bandar Sri Damansara,
52200 Kuala Lumpur MALAYSIA
Tel: 603-62867200
Fax: 603-62776714
E-mail: apic2012@fmm.org.my
Website: www.mpa.org.my
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