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Construction is progressing on the 106-story Signature Tower skyscraper in Kuala Lumpur. 

Malaysia looks to be a very different place than it was just three years ago. A definite “feel good”
factor that had been missing is now evident. Exports have roared back to life, not just in
commodities but also in electronic and electrical products. This has been accompanied by a steady
pickup in investment, which now accounts for 26.5% of GDP. 

Foreign investors are back in force, with net foreign inflows totaling US$2.5 billion year to date.
Even local investors are getting in on the action. Local acquaintances and taxi drivers, for instance,
are sharing stock tips. At a dinner gathering I attended, the usual chatter was replaced by
discussions of sectors with the best investment returns, as well as talk of ways to spend the gains
made so far. This is a classic example of the wealth effect that is resulting from the stock market’s
uptrend after several subdued years.

Another striking difference compared with the past three years is the amount of construction activity
under way across the city with the expansion of the monorail and new light rail transit (LRT) system.
The traffic congestion caused by the construction work resulted in a nearly two-hour car ride into
the city from the suburbs at rush hour. This left plenty of time to view Kuala Lumpur’s new “national
bird,” the construction crane, at close quarters along the way. 

Malaysia also has benefited from the tailwinds provided by the external demand recovery, while
increased government support has boosted consumer spending. This has been balanced by policy
reforms, primarily the implementation of the Goods and Services Tax in April 2015, which helped to
offset the fiscal impact of lower oil prices. 
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As the external demand impulse eases and government support to consumers fades, current robust
growth momentum is also likely to ease back into the mid-4% GDP growth range in 2018. Closer
ties with China, however, are fostering new growth stimuli in the form of significant infrastructure
and manufacturing investment as well as a rise in tourism. Walking around in shopping malls and
sampling the local street food, I could hear Mandarin speakers everywhere, a testament to the
increasing flow of Chinese arrivals. 

Sriyan Pietersz 
Investment Strategist 
Matthews Asia 

The views and information discussed in this report are as of the date of publication, are subject to
change and may not reflect current views. The views expressed represent an assessment of market
conditions at a specific point in time, are opinions only and should not be relied upon as investment
advice regarding a particular investment or markets in general. Such information does not constitute
a recommendation to buy or sell specific securities or investment vehicles. Investment involves risk.
Investing in international and emerging markets may involve additional risks, such as social and
political instability, market illiquidity, exchange-rate fluctuations, a high level of volatility and limited
regulation. Past performance is no guarantee of future results. The information contained herein
has been derived from sources believed to be reliable and accurate at the time of compilation, but
no representation or warranty (express or implied) is made as to the accuracy or completeness of
any of this information. Matthews International Capital Management, LLC (“Matthews Asia”) and its
affiliates do not accept any liability for losses either direct or consequential caused by the use of this
information.  

This website is owned and operated by Matthews International Capital Management, LLC, Matthews Global Investors (Hong Kong) Limited, Matthews
Global Investors, LLC and Matthews Global Investors S.àr.l. (collectively referred to herein as "Matthews Asia"). Your use of this website confirms that
you have read and agree to the Terms and Conditions of Use of this website.  

The information on this website is for informational purposes only and does not constitute an offer to sell or a solicitation of an offer to buy any security
that may be referenced on or through this website. Unless otherwise specified, it is not intended to be directed to any person(s) in particular. Information
from this website must not be used in any jurisdiction where prohibited by law and must not be used in a way that would be contrary to local law or
legislation. No investment advice, tax advice, or legal advice is provided through this website, and you agree that this website will not be used by you for
these purposes. No representation is given that shares, products, or services identified on, or accessible through, this website are suitable for any
particular investor. An investment in the Matthews Asia Funds is not available to investors in all jurisdictions; it is not available to U.S. Persons.  

Investors should ascertain from their professional advisers the consequences of investing in the Fund under the relevant laws of the jurisdictions to
which they are subject, including the tax consequences and any exchange control requirement. Investors should carefully consider the investment
objectives, risks, charges and expenses of the Fund before making an investment decision. The current prospectus,  Key Investor Information
Document or other offering documents ("Offering Documents") contain this and other information. Applications for shares may only be made on the
Fund’s most recent Offering Documents which are available from Matthews International Capital Management, LLC. Please read the Offering
Documents carefully before investing. 

In Singapore, this document is available to, and intended for Institutional Investors under Section 304 of the Securities and Futures Act (“SFA”), and to
Relevant Persons pursuant to section 305 of the SFA, as those terms are used under the relevant law. It should not be circulated or distributed to the
retail public in Singapore.  
  
In the UK, this document is only made available to professional clients and eligible counterparties as defined by the Financial Conduct Authority
(“FCA”). Under no circumstances should this document be forwarded to anyone in the UK who is not a professional client or eligible counterparty as
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defined by the FCA. Issued in the UK by Matthews Global Investors (UK) Limited (“Matthews Asia (UK)”), which is authorised and regulated by the FCA,

FRN 667893. 

If you are a resident of any other country, please go to matthewsasia.com 
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