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Trade in Value Added:

Basic Trade Indicators!

Introduction

This study presents preliminary findings on the analysis of Trade in Value Added (TIVA) for Malaysia.
Multi Regional Input-Output (MRIO) released by Asian Development Bank (ADB) for reference year
2015 - 2019 is being used for the purpose of this analysis. The sectors are aggregated into 10
economies which includes Malaysia and top eight major trading partners and the Rest of the World

(ROW).

What is Trade in Value Added

TIVA measures the value that is added by each country in producing goods and services. For example,
a cellphone manufactured in China for exports may need several components such as memory chips
from Korea, touch screen from Taiwan and camera from Germany.
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Basic Trade Indicators

This analysis focuses on basic trade indicators namely:
To measure the importance of international transactions relative

+* Trade to GDP Ratio . .
to domestic transactions

+* Imported Input to Output Ratio To identify import content embedded in a country’s production
and import dependence

+» Exported Output to Output Ratio To illustrate the export orientation of a particular product
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Malaysia Trade to GDP Ratio,

2015-2019
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Malaysia‘s foreign trade
represented 131.8 per cent to 123.1
per cent of the country’s GDP in the
period of 2015-2019.

For the period of 2015 to 2019,
Malaysia’s showed that the value of
trade to GDP exceeds 100 per cent
indicates that the economy in this
country still dependent on the value
of exports and imports trade.

However, the trade to GDP ratio
showed a decreasing trend starting
2018. The declining trend indicates
the increase in domestic
dependence in order to produce
domestic output.

According to World Trade Statistical
Review 2019 published by World
Trade Organisation (WTO), lower
trade was dragged by softer global
demand due to trade tensions and
unfavourable external economic
conditions starting 2018.

USA, China, Japan and Korea
showed that the value of trade to
GDP less than 100 per cent.
This indicates the economy has

advanced its domestic capacity to
goods

produce industrial

(WTO, 2019).
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Exported Output to Output Ratio & Imported Input to Output Ratio

Malaysia and Trading Partners, 2015-2019

Exported Output to Output Ratio Imported Input to Output Ratio
Percentage Percentage
60.0% 35.0%
30.0% P Lo T .--__
50.0% R S * SIN Tl T sIN
’—"’
R D o 25.0%
40.0%
200% | oo o 17.9%
30.0% L a-------s o EES - HKG L et lem-""" i e
_____ *—uv 26.3% o SeZ SS-eca
L v 27.8% e 25.0% 15.0% -7 o4 HKG
27.4% 3@3.4% e T ~ VIAL VO pemeeae P - 15.4% "~ -8
P 5\_ 14.4%MAL
________________________ so—Bmma,
20.0% ) Sefubndndeiut :____ Baduie b T eTHA | TS~ T P ‘“*.-_-_—_-_-_-: KOR
Tt A R 4 KOR  10.0% e L THA
-~ IND
Y G D) e ————— - -
e A-- -AROW -
Poaz=——- k---=== Y S B
9 JPN SSIZZgCIzz=s -
10.0% ®---...g-co-ooogTIIIIIzREsz=saegNp  5.0% - cz=#ozzzzag N
| T e Y zscczzcgzaaesacp=s2EIIRIIIIIY USA
PRC ROW PRC
0.0% 0.0%
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Source: Calculations using ADB MRIO Source: Calculations using ADB MRIO

*,

% In 2019, Malaysia’s exported output to * Malaysia’s share of imported inputs
output ratio declined to 25.0 per cent declined in 2019 to 14.4 per cent

from 26.3 per cent in 2018. compared to the previous vyear
(2018: 15.4 per cent).

D)

+* This was attributed by the decrease in

the export-oriented of Manufacturing < The decline was contributed by the
which fell to 45.4 per cent in 2019 as lower  import  dependence in
against 48.4 per cent in 2018. Manufacturing sector from
24.2 per cent in 2018 to 22.5 per cent in
% The Malaysia’s ratio is less than 2019.
30.0 per cent implies that domestic

consumption is high over 70.0 per cent. <* The decreasing ratio of imported input
to output reflects the dependence on

domestic content in the economy is still
high.
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Malaysia: Ranking of Sectors by Export-Oriented Sector &
Import-Oriented Sector, 2019
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Most Import-Oriented Sector

Electrical and optical equip L
Machinery, nec @....
Chemicals and ch di [ 2

p
Textilesand textile products &
Coke, refined petroleum, and nuclear fuel @
Rubber and plastics &
Pulp, paper, paper products, printing, and publishing @.
Basic metals and fabricated metal ®
Water transport @,
Manufacturing, nec; recycling ..'
Leather, leather products, and footwear @
Mining and quarrying @
Sale, maintenance, and repair of motor vehiclesand motorcycles; retail sale of fuel .;
Wood and products of wood and cork @
Air transport @*
Food, beverages, and tobacco @,
Transport equipment @
Inland transport g .
letrade and trade, except of motor vehiclesand motorcycles g,
Other supporting and auxiliary transport activities; activities of travel agencies g

hol.

Retail trade, except of motor vehiclesand ycles; repair of h hold goods @
Other nonmetallic minerals
Other social, and p: | services @

Post and telecommunications @ -

Construction @"

Agriculture, hunting, forestry, and fishing @.
Renting of M&Eq and other business activities
Electricity, gas, and water supply g’

Financial intermediation g,

Hotels and restaurants

Health and social workg’

@®Electrical and optical equipment 39.0%
_®Transport equipment 29.6%
+ g Basic metals and fabricated metal 26.6%
@ Machinery, nec 23.8%
Rubber and plastics 20.3%

hemicals and chemical prod 19.2%
Air transport 18.8%

® Textilesand textile products 18.2%

® Electricity, gas, and water supply 15.4%

® Pulp, paper, paper products, printing, and publishing 14.5%
@ Coke, refined petroleum, and nuclear fuel 14.4%
£l Health and social work 14.3%
Other supporting and auxiliary transport activities; activities of travel agencies 14.2%
Manufacturing, nec; recycling 13.6%
Other nonmetallic minerals 13.3%
Leather, leather products, and footwear 12.9%

... Inland transport 12.6%
..® Construction 12.0%
Other social, and p | services 10.6%
Post and telecommunications 10.4%
Public administration and p y social security 9.7%
Water transport 9.6%

h le trade and trade, except of motor vehiclesand motorcycles ~ 8.9%

etail trade, except of motor vehiclesand motorcycles; repair of household goods ~ 8.8%
Sale, maintenance, and repair of motor vehiclesand motorcycles; retail sale of fuel ~ 8.6%
Food, beverages, and tobacco 73%

‘® Wood and products of wood and cork 7.0%
.. Hotels and restaurants 6.8%
Agriculture, hunting, forestry, and fishing 6.5%
Renting of M&Eq and other business activities 5.5%
Education 5.1%

Educationg, .....+*" ‘® Miningand quarrying 4.2%

Public ion and def y social securityg™ . Financial intermediation 2.4%
Real estate activities g, @ Real estate activities 1.9%

Private h holds with employed persons g ... @ Private h holds with employed persons 0.0%

Source: Calculations using ADB MRIO

Top 5 Industries for Export-Oriented Sector & Import-Oriented Sector

Electrical and Optical Equipment registered the
highest ratio for both Export-oriented sector and
Import-oriented sector with 86.8 per cent and
39.0 per cent respectively.

The third highest ratio for Export-oriented sector
was Chemicals and Chemical Product 39.6 per
cent and Basic metals and fabricated metal 26.6
per cent for Import-oriented sector.

Machinery, nec was the second highest for
Export-oriented sector with 82.4 per cent while
Transport Equipment was the runner up for
Import-oriented sector with 29.6 per cent.

Textiles and Textile Products ranked fourth
highest for Export-oriented sector with
35.7 per cent while Import-oriented sector was
Machinery, nec with 23.8 per cent.

Next, Coke, Refined Petroleum, and Nuclear Fuel posted 32.5 per cent for Export-oriented sector and Rubber
and plastics recorded 20.3 per cent for Import-oriented sector.

DISCLAIMER:

The article in this newsletter is the initiative of DOSM officers. The view expressed are those of the authors and do not necessarily represent the

view of the DOSM.
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