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PETALING JAYA: The automobile and
componenis sector's growth outlook
remains tepid as earnings risks from inten-
sifying market cornpetiicn and unfavoura-
ble foreign exchange movements loom
over automalkers.

That said, a stronger second half of finan-
cial year 2026 {2H26) is expected for the
sector’s total industry volume (TEV), under-
pinned by continued subsidies, seasonal
trends, electric vehicle mornentum, and
stable financing conditions, said CIMB
Research.

The research house, which maintained a
“neutral” stance on the sector, said that it
anticipates a strong rebound after TIV for
first five months of 2026 (5M26) contracted
by 1.2% year-on-year {y-o-y) to 315,476 units.

“although 5M26 TIV accounted for 40.4%
of our financial year (FY26) forecast of
780,000 units, we expect a seasonally
stronger 2H26, consistent with historical
trends,” it said.

The improved 2H26 will likely be sup-
ported by continuation of the Budi95 subsi-
dy programme and the expansion of the
Budi Diesel subsidy, it added.

According to the Malaysian Automotive
Association (MAA), the Budi Diesel pro-
gramme’s eXpansion may revive piclup
rruck segment demand among consumers
after its steep 16.7% y-o-y decline in 5MZ6.

CIMB Research also expects electric vehi-
¢le (EV) sales momentum to remain strong
in 2H28, driven by aggressive promotional
campaigns and ramped-up production
from national avtomakers such as Preion
and Perodua.
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The research house said it does not
believe the policy will materially derail
long-term EV adoption in Malaysia, given
that underlying consurner demand remains
structurally intact.

“We believe most EV manufacturers will
increasingly focus on developing local
asserably capabilities to preserve their
compelitiveness, given that completely
Imnocked-down (CKD) EV incentives remain
in place until end-2027,” it added.

“This should encourage greater invest-
ment in the local assembly ecosystern and
support the longer-term growth of
Malaysia’s EV industry.” .

Mereover, it said the central barit is not
expected to raise interest rates, which
shoutd help maintain affordability within
the mass-market segrment, wnderpinning
new vehicle sales in 2H26.

CIME Research projects sector nat profit

_in FY26 to grow by 6.9% y-0-y, largely sup-

ported by stronger earnings contributions

“from ‘Siree ‘Darby ‘as ‘a result 'of resilient.
. performance frof its Australian industrial -
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operations and :a recovery.in:its :China’

Despite the stronger 2H26 TIV outlock, it
suid downsitie risks to-earnings ‘remain,
including rising competidon and currency
pressures, as the recent weakening ‘of the
ringgit against the US doliar could weigh on
autorrnakers’ margins. T

‘It maintained its TiV forecast of 780,000
units, coming slightly under MAA's predic-
tion of 790,000 s, to reflect a challenging

raacroeconomic backdrop and inflaticridry .
pressures from the Middle East condlict. .

The research house’s preferred. sector.

picks are Bermaz Auto and Hi Mobility.

Tt predicted a strong earnings rebound in:
FY27 for Bermaz Auta, on the bacl of iis:
new CX-5 lannch and a turearound at 8550-

ciate compardes, while anficipating lower: -

FY26 earnings for MBM Resources dueto a

decline in Perodua sales wolurne amid

intensifying competition from Proton. .7




